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From Inflation to Stagnation 

The finance ministry’s optimism regarding the prospect' of controlling 
inflation is based on a number of analytical arguments and cnipiiical 
judgments that need to be critically examined. Soine of the problem^ 
appear to arise from confusion about the analytics ot the 
relationship among demand, costs and prices. _ - 

Muslims in Indian Politics 


b«sa 

V 


It is not often recognised that many Muslims find the westernised 
Indian elite’s emphasis on sccuiarisiii and the banishment of religion 
from public life about as threatening ^ the assimilative pressures of the 
Hindu right-wing. To the Muslim community the seculari.st demand to 
diminish religion-based identity as the price of inctjfpoiaiion into the 
state and the Hindu right-wing’s programme of assimilation of the 
minorities on the basis of Indianisation achiese the same result, one 
in the name of secular humanism and the other in the iiaiiu- of 
Indian nationalism. 'U 


Rfiform Gone Awry 

The union budget for 1993-94 has 
assumed critical importance in the 
scheme of things for the 
government's economic reform 
programme, hvcii as the stabilisation 
of the economy has so far eluded 
the protagonists of structural 
adjustment, the country has run 
into an acute political crisis. 17 

Famine'g Toll 

A discussion of the demographic, 
social and economic consequences of 
the Orissa famine of 1866 is of 
considerable retevance to the 
contemporary discourse on the 
differential impad of famines on 
various classes and caste groups 
and on men. women and children. S5 


What 1b To Be Done? 

The political system that India 
adopted four decades back seems to 
be crumbling. In despair some 
intellectuals ate talking- of the need 
for a new constituent assembly and a 
new republic However, the outcome 
ol siich a ‘revolutionary’ course is so 
uncertain that it may be mote 
expedient to seek to bring about as 
much reform a.s possible through our 
present Constitution. An 
exploration of the scope for 
such reform. 27 


Shade and Light 


WninK Style 

At this critical jiinciuic, the 
CPI(M)'s potential role as the central 
fulcrum of national opposition to 
the bankrupt Congicssd) tegirnc 
demands some very important 
remoulding of the patty’s style 
of work and rule in West licngal 


19 


Conti^et l.alM>ur 

The law intended to regulate contract . 
labour is aiiothct instance of social 
legislation turning out, in its • 

interpretation and iinplcmciiiaiion. 
to be an instrument of oppression ^ 
at the grassrosus level. 2.1^’' 


Lake of Discontent 


A 

,vn 


The Integrated Shrimp harming 
Project involving the leasing of 4(10 
heciares of land lo a joint venture of ^ O 
the laias with the government of 
Orissa has come under .severe 
criticism for its likely adverse impact*;;* 
on the livelihood of UK'al fisherfolk ‘ 
and on the environment ol the ^ 
Chilika lake. 2tJ|g 

Rural Turmoil 


The growing tensions among 
different social groups, especially in 
the rural areas, arc a well- 
documented fact. What arc the 
dominant factors coniribniing lo 
this unrest? Report on a 
workshop. 21 


Whether libemlisation will succeed in 
lifting the economy and creating jobs 
and prosperity fot the Indian people 
may still be an open question. What 
is, however, beyond dispute is its 
extraordinary social impact: the 
rapid disrobing of inhibitions. T here 
will be some odd twists and turns. 
Take the convulsions within 
Calcutta's most successful 
newspaper chain. II 


F)vil Tide 

1 he proponents of ethnic cleansing 
are once again on the rampage in 
CK'iinany, having bc*en nourished in 
ihc crevices of the largely 
unaccoiiniahtc .vccuritv forces ciealcd 
to root out those on the left and 
other non-conformists that 
challenged the corporate elite 
and their media cronies. 24 







LETTERS TO EDITOR 


Democratisatiun in 
Rural Bengal 

G K LIETEN relates his findings on 'Caste, 
Gender, and Class in Psinchayats; Case of 
Barddhaman, West Bengal’ (July 18, 1992) 
to the friendly but critical discourse on 
political development efforts in rural West 
Bengal. This, of course, is most welcome 
(especially in view of the more common 
lraditional-l.efi method of passing sensitive 
things over in silence). But despite this I am 
not sure that his way of handling the con¬ 
frontation is especially fruitful, at least 
intellectually. Unspecified and sweeping 
value judgments will be neglected. But the 
more sophisticated manoeuvre of making a 
kind of strawman argument calls for a few 
remarks. 

(1) At least my results arc presented and 
dealt with as if they were based on data con¬ 
temporary to Lieten’s own—which they are 
not. Writing and publication take long. The 
cited article in Bulletin of Concerned Asian 
Scholars, Vol 23:2 (as well as the more com¬ 
prehensive second volume of IVhai's H'rong 
with Marxism?, Manohar, 1991) carries in¬ 
stead references which clearly indicate that 
the analyses arc based mainly on informa¬ 
tion collected or updated in the mid-80s. 
Since then, new information is of course 
available and things have hopefully improv¬ 
ed, including the social composition of the 
CPi(M) as well as the panchayats. And while 
there were no clear signs of signincant in¬ 
crease of foodgrains production under Left 
•Front government till the mid-70s, this is 
now the case from 1986-87 till 19^91. 

(2) On the other hand, contemporary data 
can of course be used to question my general 
conclusions regarding the long-term 
character of the radical political develop¬ 
ment project in rural >M;st Bengal. But such 
an operation presupposes then that it is 
,really the main and long-term arguments 
that are put on trial. And this is not the case. 

While l.ietcn disputes, for instance, my 
notes on the soci^ composition of the 
political organisations and the panchayats, 
as welt as the possibility to corner the 
system, a summary of my basic arguments 
actually reads line this: “The main problem 
seems to be that democratisation was not ex¬ 
tended beyond the traditional political in¬ 
stitutions to the sphere of production and 
the market. The communists emphasised the 
struggle for political power while immediate 
popular efforts to develop production would 
have to wait. The complicated and con¬ 
tradictory socio-economic basis of the party 
and its broad peasant front made radical 
agrarian reforms difficult. Most tillers are 
therefore not .socially and economically 
autonomous enough to prevent new forms 
of top-down approaches and patronage. Pet¬ 
ty landlords and sharecroppers, for exam¬ 
ple, are very much dependent on top-down 
mediation as v.ell as the distribution of 


resources. This may help the CPI(M) to sus¬ 
tain its electoral hegemony for quite some 
time But contradictions over the politically- 
controlled conditions of production may 
also give rise to demands for further demo¬ 
cratisation—or privatisations” (Bulletin ... 
pp 690. 

Thus, it was not primarily problems of 
democratising the traditional political in¬ 
stitutions but rather the lack of extension of 
democrmisalion to the sphere of production 
and the market by way of, for instance im¬ 
proving the viability of the weaker producers 
through co-operation, that made me con¬ 
clude that “weak peasants are not entrusted 
and empowered, nor united on the basis of 
their only prime resource—their ability to 
work and to produce—but are given some 
(although not negligible) support and pro¬ 
tection, and are being mobilised in favour 
of top-down campaigns” (p 68). And since 
for instance (his kind of co-operation is still 
not there I am now also most uncertain as 
to whether the recent Tigures on increased 
production really show, as Lieten would have 
it, that the problem of combining sustained 
growth and equity has been solved. 

Ot.LE Tornquict 

Uppsala, 

Sw^en. 

Countering Dissent 

A CORRESPONDENT’S writing on 
‘Human Rights; Lip Service’ (November 21, 
1992) needs a few corrections. 

(1) Human rights activists were not "for¬ 
cibly thrown out of the hall". On the other 
hand, they walked out on their own when 
the organisers did not allow any questions 
to be asked. (2) The general secretary of the 
Association for the Protection of 
Democratic Rights (APDR) was not only 
“slapped by a policeman” but was also taken 
in a police van to the headquarters of the 
Calcutta Police at Lalbazar along with other 
members of the organisation. A participant 
who is not even associated with APDR was 


also arrested inside the Seminar Hall wh« 
he simply asked whether question could I. 
raised on the deliberations. (3) The APD- 
activists has not “interrupted the pro¬ 
ceedings by raising the inconvenient ques¬ 
tion of l.^ft Front government's human 
rights record”, it was only when the advoca'. 
general said that framing a code of conduct 
for the civil rights organisations was undkr 
consideration of the government, did the 
general secretary of APDR raise his hand 
and ask the chairperson whether a clarifi 
cation could be sought on the statement. TJid 
intention was to seek details of the codeias 
it has been proposed by the advocutc 
general. No other questions were asked by 
the activists of the APDR. So to describr- 
the APDR activists as ‘disruptive’ is not truc^ 
In reality, they came out of the hail so as 
not to disrupt the proceedings. On the other 
hand, the activities of the chief minister and 
the mini$ter-in-charge of information an.c, 
cultural relations could be termed as ‘disrup¬ 
tive’. When the chairperson was considering 
whether to allow the general secretary of the 
APDR to plac^ his question (as the chairper¬ 
son was an academician, and it was an ac¬ 
cepted norm of a .seminar to allow the par¬ 
ticipants to raise question), the chief minister 
advised her not to allow the intervention. 
The minister-in-charge of information and 
cultural relations, who was not even on the 
dias, encroached on the authority of the 
chairperson and said that anyone, wanting 
to ask questions might submit their names 
and then would have to come behind the dias 
and discuss it with him. He even followe-J 
the activists of the APDR, when they came 
out of the hall and asked them to discuss 
the question with him outside the hall, which 
the activists declined. During that time a 
policeman slapped the general secretary in 
front of the minister and took all of them 
away in a police van. 

SUBHENDU DASCiUt'IA 
Department of South and 
Southeast Asian Studies. 

University of Calcutta. 
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Dispensing with FERA 


T he presidential ordinance issued this week has brought 
on to the statute book the numerous relaxations and dele¬ 
tions or the provisions of the Foreign Exchange Regulation 
Act (FERA) effected through administrative notiHcations 
wer a period of time: The changes made in the government’s 
policies relating to foreign investment have been far-reaching, 
so much so that almost all the relevant major provisions of 
FERA have been dispensed with. Apart from automatic 
Tiearance by the Reserve Bank of direct foreign investment 
dp to SI per cent in priority industries (listed in Annexure 
II of the July 1991 industrial policy statement), the high- 
xnvered Foreign Investment Promotion Board (FIPB) is cm- 
.Ktwered to negotiate foreign investment proposals outside 
the 51 per cent limit as well as the industrial priorities 
enumerated in Annexure III. Existing manufacturing com¬ 
panies are allowed to raise their foreign equity to 51 per cent 
if they are engaged in Annexure 111 industries or if they have 
expansion programmes relating to these industries. Oil 
exploration and power generation are allowed substantially 
higher foreign equity participation. The terms for foreign 
technology agreements have been liberalised and ro^lty up 
to 5 per cent of domestic sale and 8 per cent of export sale 
along with lumpsum payment up to Rs I crore are auto¬ 
matically approved by the Reserve Bank and even higher 
payments are permissible with FIPB clearance: Apart from 
the terms extended to non-resident Indians (NRIs) for direct 
(even 100 per cent of equity on repatriable basis) as well as 
portfolio investment on repatriable and non-repatriable basis 
in priority and non-priority areas alike, including real estate 
development, the liberalisation effected in two other areas 
calls for special attention: First, the permission granted to 
foreign institutional investors (Fils) such as pension funds, 
investment trusts and asset management companies, to invest 
in securities traded on the secondary and primary capital 
markets: and, second, the decision to permit the opening of 
branches of foreign manufacturing and trading companies. 

The new policy regime totally ignores the world-wide lesson 
of successful technological advance—that this process re¬ 
quires the rigorous pursuit of a dynamic import-substitution 
policy involving aggressive assimilation, diffusion and 
imitation of foreign technology. Prominent among the KX) 
or so cases of FIPB approval up to the end of October 1992 
are areas like processed foods and hotels and restaurants. 
In any sensible time-phasing of technological upgradation, 
many of these areas require, at this stage of the country’s 
development with a vast pool of unemployed labour, policies 
to encourage the use of labour-intensive technologies. By 
exposing them to foreign capital and technology, we will only 
be permitting selective exploitation of the Indian domestic 
market by multinational corporations without any significant 
gains in either employment or exports. The foreign invest¬ 
ment that does take place will as a result prove to be highly 
expensive, particularly from the balance of payments angle. 


This is likely to be especially true of portfolio investment 
by Fils and the operation here of branches of foreign 
companies. 

Even proponents of globalisation would question the 
wisdom of opening up the Indian stock market to invest¬ 
ments by foreign financial institutions. In the first place, 
Indian share prices and capitalisation ratios are already 
unusually high because of a large body of investors chasing 
relatively few shares and risk-based instruments. Secondly, 
bulk subscriptions by Fils are likely to upset the calculations 
of domestic investors. As it is, of late companies have been 
fixing the premia on new issues far out of line with pricing 
principles realistic for long-term investors. Thirdly, as per 
current trends. Fils who invest in such new issues are more 
or less assured of an average yield of more than 25 per cent 
in a year. With a 10 per cent tax on capital gains after a year, 
this is lik;’!y to generate a huge foreign exchange liability. 
Finally, unless there exists a situation of acute shortage of 
domestic savings, opening the door to large portfolio invest¬ 
ment with very short implied loOk-in periods and at a high 
cost docs not make much economic sense. 

Similarly, it is unfortunate that the government should 
have decided to permit the opening of branches of multi¬ 
national companies, even if primarily for export and import 
trading activity. These branch offices may now build assets 
locally without any significant inward foreign exchange 
remittances. Their entire export profits become non-laxable 
and may be remitted abroad. The locally earned profits of 
domestic export houses, even if similarly tax exempt, are 
likely to have some multiplier benefits for the domestic 
economy, whereas those earned by foreign trading houses 
would only result in a drain on the system. 

Many of the other relaxations effected in FERA are clearly 
premature, considering the parlous state of the country’s 
balance of payments. Foreign exchange reserves, though 
seemingly respectable just now, have been built up almost 
entirely through borrowings. While export growth has been 
moderate, imports have been rising much faster, thanks to 
import liberalisation. With reduced levels of foreign inward 
remittances and with policy-induced diversion of soi.ie poten¬ 
tial remittances to avenues such as gold import, the current 
account deficit has widened significantly. External debt con¬ 
tinues to grow rapidly as also the debt-service ratio. When 
such is the balance of payments scenario, the outflow of 
foreign exchange sought to be permitted in the form of liberal 
allowances for Indians going abroad or extra foreign cur¬ 
rency holdings by resident Indians is difficult to justify. Such 
measures, once introduced, become irreversible The exter¬ 
nal destabilisation experienced in 1990-91 and in the early 
part of 1991-92 should still be fresh in our minds. Should 
a similar crisis occur again, these measures, which may be 
dismissed as relatively minor just now, can be counted upon 
to help accelerate capital flight out of the country. 
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INDIAN SCIENCE 

Occultists to the Fore 

WHATEVER the original purpose and 
object of the Indian Science Congress' an¬ 
nual jamboree, today it only serves to 
direct attention to the quagmire that Indian 
science is wallowing in. The measure of 
succes.s of scientific endeavour is as much 
in the extent to which it has contributed 
to the growth of human knowledge of 
nature and the application of such know¬ 
ledge as in the manner in which it influ¬ 
ences social attitudes and cultural prac¬ 
tices and replaces bigotry with reason and 
rationality. Not only has Indian science 
abjectly failed to produce results in terms 
of contributing to the development of 
science or interacting actively with in¬ 
dustry and participating in its growth but 
it has instead of mlluencing social 
attitudes itself become a platform for 
encouraging un-scicncc. 

There are of course a number of factors 
which have contributed to the inertia of 
the scientific establishment, not least of 
all government policies and programmes 
which even while churning out the rheto¬ 
ric of ‘science equals progress’ have con¬ 
sistently discouraged indigenous research 
and development for and in industry. For 
the prime minister to urge scientists to 
evolve an 'indigenous growth model* is 
particularly ridiculous now when the pro¬ 
cess of Uberalisation and globalisation and 
its immediate concerns such as the Dunkel 
Draft will put an end to whatever little en¬ 
couragement that science had been given. 

That this is already happening is ob¬ 
vious. The latest CSIR report on the status 
of science and technology has pointed out 
that expenditure on R and D as a propor¬ 
tion of GNP has declined from an abysmal 
0.96 per cent in 1988-89 to 0.89 per cent. 
And most of this is no doubt taken up in 
maintaining a substantial proportion of 
the three million scientists who are 
employed in the country. In retrospect. 
Sam Pitroda and his so-called 'technology 
missions’ were probably the la.st chance 
science and scientists had of making a 
significant contribution. But the effort 
was too late, too whimsical and too un¬ 
democrat ically evolved and implemented 
to find support. 

The prime minister’s call to scientists 
to “help Indians to develop rational and 
scientific beliefs as opposed to blind faith” 
is jarring in the context of the irrational 
actions of the central government. More¬ 
over only last year the Indian Science 
Congress instituted the Raj Krishna Outt 
award for the contribution of a scientist 
to spiritual pursuits. And this year the 
award went to a self-proclaimed occultist 
who believe* that astrology is ‘part 


science; part intuition’. Clearly, the institu¬ 
tion of such an award when the need is 
to prod sdentific endeavour in quite 
another direction should have brought 
forth universal criticism from the body of 
scientists, not from just a few. It is not suf¬ 
ficient for Indian scientists to shrug off 
the actions and inclinations of the Indian 
Science Congress and opt out of what is 
seen as ‘political’. It is precisely this iner¬ 
tia. this disinclination to take an active 
part in bringing about change which has 
brought Indian science to such a pass. 
Those who pursue science and have incul¬ 
cated the methods and philosophy of pro¬ 
gressive science ought to be making their 
presence felt, now more than ever. 

It is a telling comment on establishment 
scientists that vibrant alternative move¬ 
ments critiquing currently dominant prac¬ 
tices of science have emerged with little 
or no support from professional scientists. 
That the Indian Science Congress, which 
emerged out of a need for a platform for 
Indian science, should completely ignore 
these trends and instead embrace decadent 
attitudes and mores is perhaps the most 
telling sign of the crisis in Indian 
academia. 

AYODHYA 

Lai^er Fall-out 

WHILE those who still believe in secular¬ 
ism and democracy—a fast disappearing 
species in India—are quite rightly express¬ 
ing their fears about the implications of 
the Babri Masjid demolition for com¬ 
munal harmony within the country, few 
among them seem to be concerned about 
its wider repercussions on India’s relations 
with the neighbouring countries, par¬ 
ticularly Pakistan and Bangladesh, and its 
impact on democratic forces in these 
countries. India, being the largest state in 
the neighbourhood—and claiming to be 
democratic and secular—cannot escape 
the international (or regional) responsibili¬ 
ty of preventing a domestic turmoil within 
its territory that is bound to create violent 
communal reverberations in the 
neighbouring countries that not only 
upset their domestic development plans, 
but also bring about a situation of in¬ 
stability and violence all over the 
subcontinent. 

By presiding over the demolition of the 
Babri Masjid by the Hindu bigots, the 
prime minister and his government have 
not only unleashed a vicious cycle of com¬ 
munal riots within the country that have 
destroyed the secular credentials of the In¬ 
dian republic, but have also emboldened 
religious fundamentalist forces in our 
neighbouring countries to exert pressures 
on their respective governments to follow 


a belligerent policy towards India, as well 
as to suppress the democratic and secular*', 
forces in Pakistan and Bangladesh who^.- 
had been fighting these fundamentalist , 
outfits against all odds. 

The attacks on temples and on Hindu 
lives in Pakistan and Bangladesh wer^' 
tremors from the communal quakes in in-^^ 
dia. At a time when in both these coun^'* 
tries, democratic and secular partiei 
among the opposition were rallying their'*' 
people against their respective govern^^'- 
ments’ tendency to kowtow to Islamic fun^'^ ' 
damentalists, the events of December 6 ,^ 
and the communal riots that followed 
India have provided these fundamentalists' 
with a heaven-sent opponunity to turn the' 
tide in their favour, and increase their 
clout with the rulers in Dhaka and 
Islamabad. In Bangladesh, in particular, 
the entire opposition had been carrying 
on a mass movement demanding the 
punishment of the Islamic communal 
elements who had collaborated with thr‘ 
Pakistani troops during the 1971 civil war 
there. These elements had been trying tfi 
stage a comeback, taking advanuge of the” 
government’s failure to solve economic' 
problems. They are now trying to make 
the most of New Delhi’s failure to protect 
the Babri Masjid by asserting that 
secularism—the model of which was pro¬ 
vided by India in the subcontinent—goes 
against the grain of Islam. In Pakistan 
also, liberal and democratic elements have 
been branded by the government and the 
’mulUu’ as agents of India whenever they 
date to oppose obscurantist and op-^ 
pressive customs that are sought to be im¬ 
posed on the people in the name of 
Islamic laws. After December 6. their ef¬ 
forts to establish secular norms in their 
society are bound to face increasing 
resistance from the fundamentalists who 
are keen on identifying such norms with 
the Indian polity. The fundamentalist 
argument, which is likely to stsay the com¬ 
mon people, that a secular state allows the 
destruction of a mosque and massacre of 
Muslims, reinforces their claim that a 
theocratic state based on the puritanic 
religious laws of Islam is superior to any. 
other state guided by alternative normnioi 

By allowing the Hitulu fundamentalist^' 
in India to have their way, all along ftom 
the events leading to the demolition of the 
Babri Masjid to the erection of a make¬ 
shift temple oti the spot, and then permit¬ 
ting ‘darshan’ to the Hiqdu devotees while 
denying the right of ‘namaaz’ to the , 
Muslims, the Indian government has ' 
dev^ued the entire concept of secularism, 
which is the cornerstone of the Indian 
Constitution, and has discredited itself in 
the subcontinent. As one Bangladesh 
weekly summed up the tragedy in all its * 
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dimensions: “For India, it hu a long way 
10 go to recover from the disgrace it has 
brought upon itself and its democratic 
credentials. For Bangladesh, it will give a 
handle to the fundamentalists and thereby 
should worry both the ruling party and 
the opposition. For the region, the 
SAARC itself may Hnd the going difTicuit 
li'l India sets things right, and that’s a tall 
order” {Holiday, December 18. 1992). 

Put instead of learning lessons from the 
disiuter and its repercussions on the sub¬ 
continent, the smug ministers and the 
.. .mptious bureaucrats who advise them 
are trying to divert Indian public atten- 
ii<^ from the domestic crisis towards the 
ircidents of destruction of Hindu temples 
in Pikistan and Bangladesh. Spokesmen 
of the external affairs ministry arc join¬ 
ing the BJP-RSS chorus in denouncing 
these incidents, while they should have 
had the honesty first to acknowledge the 
failure of the Indian government to pro¬ 
tect the mosque and apologise to the 
followers of a faith whom they are re¬ 
quired to protect under the Constitution. 

What needs to be asserted in the con¬ 
text of India's role in the subcontinent is 
iiv responsibility of upholding democratic 
and secular values enshrined in its Con¬ 
stitution, which can inspire people in the 
rest of the region to establish or reinforce 
those values in thmr societies. India has 
failed them, after the December 6 events. 

GOLD IMPORT 

More Is Not Better 

THE government is patting itself on the 
back that as much as 91 tonnes of gold 
have been imported officially in the cur¬ 
rent financial year so far by non-resident 
Indians (NRIs) and Indians returning to 
the country on which it has collected 
Rs 206 crore in foreign exchange as im¬ 
port duty. In a recent speech to an NRI 
audience; the minister of state for finance 
expressed satisfaction that the response to 
the gold import scheme had far exceeded 
the government’s npecution of import of 
33 tonnes of gold in the full year. The 
decision to permit legal import of gold 
had been announced by the finance 
minister while presenting the budget for 
1992-93 with the objective of discourag¬ 
ing smuggling of gold and thus reducing 
the demand for foreign exchange in the 
unoffidai market and narrowing the dif¬ 
ference between the exchange rate of the 
rupee in the ‘havala’ market and the 
officially-recognised free market created 
through the introduction of the liberalis¬ 
ed exchange rate management system 
(LERMS). 

The question that arises immediately is 
whether the decision to permit import of 
^-.old legally has actually reduced gold 


smuggKng. Available information suggests 
that the total inflow of gold in 1992, tak¬ 
ing legal import and smuggling together, 
far exceeded the levels in recent years, 
estimated at 130 tonnes in 1991, 180 ton¬ 
nes in 1990 and 173 tonnes in 1989. Ex¬ 
perts who keep track of the flow of gold 
into India from Dubai are agreed thai 
there was a marked rise in the demand for 
gold in India in 1992, for which the big¬ 
ger agricultural crop may be only a part 
of the explanation. The more important 
factor, according to them, is the scrapp¬ 
ing of the Cold Control Act which 
stimulated demand for gold for invest¬ 
ment and for gifts. Expectations of an at¬ 
tractive gold bond scheme hinted at by 
government spokesmen from time to time 
also contributed to the investment de¬ 
mand for gold. On the other hand, the 
legal gold import scheme together with 
the end of the Gold Control Act have 
definitely made the enforcement agencies’ 
task of detecting smuggled gold very 
much more difficult. Ibtal gold imports 
in 1992 probably exceeded 200 tonnes as 
a result. (In any case, even the so-called 
legal imports are to a large extent financ¬ 
ed by smugglers.) At the prevailing inter¬ 
national price, 200 tonnes would have cost 
the country S 2.23 billion in foreign ex¬ 
change or Rs 6,730 crore, nearly oi.c third 
the annual current account deHcit. In ad¬ 
dition. an estimated 1,800 tonnes of silver 
is being smuggled into the country, costing 
about S 230 to S 300 million a year. The 
sources of finance for gold and silver 
smuggling are the ’havala* market, the 
smuggling out of consumer goods like 
rice, edible oils and sugar, and supplies of 
narcotics from India—all of which have 
been evidently further activated. 

Judging by the yardstick of the use of 
foreign exchange for productive purposes, 
it makes little difference whether gold is 
brought in through NRIs and Indiam 
returning from abroad or by smugglers. 
The impact is the same—to divert foreign 
exchange from priority uses, to widen the 
current account deHcit and to enlarge ex¬ 
ternal debt and raise further the debt ser¬ 


vice ratio. During the past 12 year 
than S 13 billion in foreign excha; 
been absorbed by gold imports aiv 
These imports also go to sustain a large 
network of dysfunctional activities which 
absorb a si/eable amount of domestic sav¬ 
ings as well. The finance minister’s claim 
in his budget speech to be taking “a bold 
step to recognise the realities of the situa¬ 
tion’* in legalising the import of gold has 
to be seen against this background. 

There is no evidence that oflicial 
foreign exchange holdings have benefited 
from the new gold import policy. Gold im¬ 
port by NRIs appears to be competing 
with NRI deposits in which there has oc¬ 
curred a continuous net outflow. It is very 
likely that but for the shifting of funds to 
import of gold, the FCNR deposits would 
have shown a positive trend. The Reserve 
Bank’s estimates for the half-year, April- 
September 1992, show that net invisibles 
have continued to suffer an outHow— 
$ 434 million against a similar outflow of 
S 363 million in the corresponding period 
of 1991-92. 

The larger supplies of gold have 
brought down the price of the yellow 
metal in the domestic market by some 
Rs 1,000 per 10 grams in 1992 or about 
20 per cent. 1b an extent the fall in the 
international price of gold—it is now rul¬ 
ing at around S 330 per fine ounce, the 
lowest in s^en years—has contributed to 
the decline in the domestic price. Broking 
Hrms in the US have forecast that “if gold 
price falls to around S 280 a fine ounce, 
nearly 33 per cent of western gold mines, 
producing some 620 tonnes a year, would 
have to close’’. This eventuality will, of 
course, be staved off if the Indian market 
for gold can be kept buoyant through 
government policies. The only way to 
choke off the Indian market is to make the 
domestic price of gold so high that the 
middle class and other holders of gold are 
squeezed out. No doubt, smuggling would 
bwomc more attractive, but then the 
government has to make a basic choice: 
to enforce the law or to give in to smug¬ 
glers. There can be no doubt 'hat in 


EPW Research Foundation 

The Sameeksha TTust has set up a Research Foundation in 
furtherance of its objective of promoting re.searcli in economics and 
the other social sciences. S L Shetty, till recently head of the 
economics research department of the Reserve Bank of India, is the 
Director of the Foundation which will have a small cure staff of pro¬ 
fessionals in the grades of university lecturers/readers. Those with 
post-graduate/research qualifications and interested in a research 
career with the Foundation are requested to get in touch with the 
Director. 
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madro-cooiiomic terms, the balance of ad¬ 
vantage lies in pursuing a policy of 
vigorous control over the inflow of gold 
and silver and thus stopping the diversion 
of scarce foreign exchange as well as 
domestic savings into unproductive and 
dysfunctional channels. 

The so-called NRIs are one of the in¬ 
terest groups which currently have a 
decisive influence on the government’s 
economic policies. At the conference of 
NRIs referred to at the beginning, the 
minister of slate for finance was assuring 
his audience that the process of economic 
and trade reform was irreversible and that 
investments made by NRIs would be safe 
and secure. What has. however, been quite 
well established by now is that the NRIs* 
primary interest is not in industrial invest¬ 
ment in India but in trading and amassing 
wealth through trading margins. The 
government’s gold policy caters to precise¬ 
ly these instincts of the NRIs. While the 
NRIs' direct or even portfolio investment 
has been minimal, despite all the blan¬ 
dishments offered by the government, 
their response to the new gold policy, as 
the statistics of gold imports quoted by 
the minister prove, has been predictably 
exuberant. 

KASHMIR 

Murder of Human 
Rights Activist 

THE killing of H N Wanchoo, veteran 
trade unionist and human rights activist, 
in Srinagar on December S. has gone 
almost unnoticed in the din over the 
Ayodhya events. Yet the orficial explana¬ 
tion (‘shot dead by unidentiFied gunmen’) 
sounds as dubious as the prime minister’s 
self-defence over the Ayodhya happenings. 

Why was Wanchoo murdered? Whose 
interests did it serve? Who killed him? 
Conclusive answers to these questions 
may not be available in the near future. 
But in the meantime, circumstantial 
evidence suggests that the government 
authorities in Kashmir cannot really claim 
to be above suspicion, if Wanchoo had 
any enemy in the valley, it was these 
authorities who were embarrassed and 
disturbed by his presence in the valley and 
his activities there. For one thing, when 
a large number of Hindu ‘pandits’ were 
persuaded by the former governor, Jag 
Mohan, to leave the valley (in order to 
create the imprc.ssion lhai there was a 
Hindu-Muslim divide in Kashmir which 
was forcing the Hindus to abandon their 
homes), Wanchoo along with a few other 
Hindus stood his ground and stayed back, 
living among his Muslim neighbours. 
Thus Wanchoo’s presence in the valley was 
a nagging tootl -ache for all Ihosc—both 


in the administration and oui»de->who 
were out to prove that no Hindu could 
stay there unless those Kashmiris who 
were demanding independence were 
eliminated. ^Muichoo, who may not have 
agreed with the militants on many iuues, 
proved by his determination to stay in his 
homeland that there was still a space for 
neutral, independent views (shared by 
many among his Muslim friends) in tlw 
strife-torn valley. Such space could have 
become a threat to the hawks, both 
among the militants (the pro-M elements 
who want to make Kashmir a part of the 
theocratic Islamic state of Pakistan) and 
the administration (which suspects every 
Kashmiri Muslim as an anti-Hindu, 
Pakistani agent). One cannot therefore 
rule out the possibility of a pro-Pak 
Islamic fundaiimtalkt terrorist outfit kiU- 
ing Wanchoo—in order to antagonise the 
Hindus still living in the vdley and rein¬ 
force a Hindu-Muslim divide that can 
pave the way for the integration of 
Kashmir into Pakistan. 

But there are other pointers. Wanchoo, 
for the last few years, had been meti¬ 
culously collecting evidence of violation 
of human rights of the common Kashmiri 
citizens by the state. He was planning to 
place his well-documented report before 
interiuitional human tights organisations. 
Is it mere coincidence that his notebook, 
containing this evidence, mysteriously 
disappeared soon after his killing? We are 
told that immediately after he was shot 
dead, the police arrived on the scene and 
“seized his body and carried it to the 
police control room for legal formalities’’. 
Wis the crucial notebook on his person 
when he was killed? The evidence col¬ 
lected by him—relating to the killing of 
innocent citizens and torture of arrested 
persons by the state apparatus—could 
have been damning for the government. 
Were there people in the administration 
who wanted to suppress the evidence and 
get rid of Wanchoo? 

Can we escape the suspicion that the 
‘unidentified gunmen’ who killed Wan¬ 
choo might as well have belonged to semi¬ 
official ‘death squads’ sponsored by the 
state administration? Such practices are 
well known in insurgency-affected areas, 
whether in central America or Sri Lanka. 
The Punjab police administration is 
known !.o have formed similar ‘counter- 
terrorist’ outfits. 

Whoever might have killed him felt 
threatened by what Wanchoo was doing. 
He asked questions that went deep into 
the causes of the traumatic existence of 
the Kashmiri people today, and question¬ 
ed the politics behind it. He went beyond 
by pointing his finger at those responsi¬ 
ble for the crimes that have devastated his 
homeland. 


TWENTY YEARS AGd 

fPR*. January 6. 1973 

That Rgjqji’s death should have evok¬ 
ed such spontaneous grief and brought 
forth rich tributes from so many caiuidr 
be entirely attributed m the high posi¬ 
tions he had held. For many years he had 
virtually no influence on policy decisiens 
either in his own slate or at the centre 
Indeed, his political convictions were out 
of tune with the general mood of the 
country. His was a complex and 
somewhat astringent character which 
aroused in persons not close to him 
respect railiCT than affection. 

lb an extent, no doubt, we mourn Ra- 
jaji out of a sense of history. But Rajiui 
is missed more because he made his 
presence felt and his voice heard almost 
to the day of his death. RajaJi’s vitality 
had a natural inclination towards dissent 
and protest. Opposition seemed to bring 
out the best in him, and for the greater 
part of his long and full life; this was the 
role he chose for himself, desinte the bit¬ 
ter reaction of former associates. Look¬ 
ing back now, what appears most strik¬ 
ing is Rajaji’s acumen and judgment on 
certain matters, which though strongly 
resented at that time; have been vin¬ 
dicated by history. His stand on the in¬ 
evitability of Pakistan, at a time when the 
very thought of partition was repellent, is 
the most outstaying example of this... 
It was Rajaji who first brought in pro¬ 
hibition and. to counter balance the loss 
in excise revenue; the sales tax. He also 
put through, in the teeth of severe 
criticism, l^islation designed to accord 
a measure of protection to agricultural 
labour. Ironktdly, such measures sym¬ 
bolise the politicid philosophy that he 
was to find so abhonmt in later lift This 
too is a facet of his personality, indicating 
his courage of conviction and strength 
of will to stand by principles which ^ 
shared. These qualities and his inflexi¬ 
ble personal integrity commanded 
respect and admiration. Of how few in 
the contemporary scene can the same be 
said! 

WWW 

The UK has formally joined the Euro¬ 
pean Common Market. With this nuqor 
event on the world tiade and payments 
scene, India’s longstanding links with the 
UK in terms of prefeiemU arrangementt 
will cease from the beginning of next 
month... Official pronouncements 
have... claimed that India’s negotiations 
with the ECM for a so-called indepen¬ 
dent trade treaty have reached an advanc¬ 
ed stage. This may be true, but what is 
lef) uryid is that the projected treaty will 
do no more than confer on India most- 
favoured nation treatment by the ECM. 
The ECM countries are supposed to do 
this anyway under GATT rules: so what 
is India gaining by seeking. 


Economic and PolHical Wtoefcly ;. 



Sterlite Industries 
(IndU) 

SterUie Industries (India), primarily 
engaged in the manufactuK of polyethy¬ 
lene insulate jelly-filled telecommunica¬ 
tion cables and continuous-cast copper 
rods, is setting up a Rs 700 crore copper 
smelting and refining plant at Zadgaon in 
Ratnagiri district of Maharashtra to 
manufacture 60,000 tpa copper cathodes. 
The project is propos^ to be financed by 
rupee term loans from financial institu¬ 
tions (Rs 7S crore), rights issue of non- 
convertible debentures with detachable 
warrants (Rs 148.8S crore), rights and 
public issues of fully convertible ddien- 
tures (Rs 46S.38 crore), state subsidy 
(Rs 0.30 crore) and cash accruals (Rs 40 
crore). The technical know-how for the 
copper smelting and reHning process will 
be provided by MIM Holdings, Australia. 
The services of Davy Power Gas for 
detailed engineering, procurement, con¬ 
struction and project co-ordination and 
implementation and those of Howe India 
for carrying out the detailing of the 
port faciUties required for the project have 
been engaged by the company. The pro¬ 
cess will also pr^uce sulphuric acid and 
anode simes of gold and silver as 
byproducts. Commissioning and trial runs 
are slated for March I99S and commerical 
production for July 199S. To part finance 
the cost of the projectk the company is 
makinga public issue of 36,26,300secured 
zero interest fully convertible debentures 
of Rs 360 each for cash at par totalling- 
Rs 130,34,68,000, out of which 20,000 
FCDs are earmarlud for preferential allot¬ 
ment to the employees (including Indian 
working directors) of the company, 
7,00,000 FCDs for non-resident Indians 
on repatriation basis, 2,00,000 FCDs for 
foreign institutional investors registered 
with SEBI on repatriation basis and the 
remaining 27,06,300 FCDs are being of¬ 
fered to the Indian public The paid-up 
equity capital after allotment of the bonus 
shares proposed to be issued will be 
Rs 14,88,43,890 and that after convenion 
of FCDs Rs 40,73,91,990. The issue opens 
on January 28. The lead managers to the 
issue are ICICI, SBI CAP, Standard 
Chartered. Enam Financial Consultants 
and SCICI. 

GICMF’b Balanced 
Fund 

GIC Mutual Fund, sponsored by the 
General Insurance Corporation of India 
and its subsidiaries, has launched India’s 


first balanced fund. The objective of the 
fund is to provide to investors the benefit 
of a balanced portfolio consisting of 
listed/uniisied equity shares, fully conver- 
tible/parUatty convertible/non-convertible 
debemuics, primary market issues of eqiu- 
ty shares, rcDs and PCDs, bonds and 
money market instruments including com¬ 
mercial paper, certificates of deposit, etc 
In what is claimed to be a bold move to 
introduce transparency of the investment 
portfolio under the scheme, GlCMF will 
disclose the portfolio giving the composi¬ 
tion of investment and other rekvant 
details as on March 31 in its annual 
reports every year. This is a close-ended 
income-cum-growth scheme to be termi¬ 
nated on March 31, 2fi00 promising in¬ 
vestors an attractive ovinail return by way 
of an annual dividend as well as capital 
appreciation. The issue price of units 
under the scheme is Rs 10 with a mini¬ 
mum subscription of Rs 2,000 (200 units) 
per application and additional subscrip¬ 
tion in multiples of Rs 1,000 (100 units). 
Units will be transferable and can also be 
pledged in favour of scheduled commer¬ 
cial banks and other financial institutions. 
The GIC Mutual Fund will repurchase 
units after April 1,1966 at prices to be an¬ 
nounced periodi^ly. Units will be listed 
on one or more stock CNchanges. Sutocrip- 
tion to the units opened on Deconber 10, 
1992 and will close on January 23, 1993. 

Univeraal Cables 

Universal Cables, promoted in 1943 by 
the late M P Birla, is offering 28,02,638 
equity shares of Rs 10 each at a premium 
of Rs 73 per share in the following man¬ 
ner: (i) 26,69,179 shares to the company's 
shareholdm in the ratio of one new sIm 
for every two riiarra held: and ^) I J3,439 
shares to employees (including Indian 
working directors]i of the company. The 
paid-up capiul of the company after the 
present issue will amount to Rs 814.10 
lakh and the share premium account to 
Rs 2,101.98 lakh. The company is making 
the issue to au^nent long-term resources 
for essential capital expenditure and for 
working capital for ongoing operations 
and also to strmgthen the equity base. 
Over a period of three years, the com¬ 
pany’s requirement of funds is estimated 
at Rs 4,023 lakh comprising margin 
money for working capital Rs 1,623 lakh, 
normal capiul expenditure Rs 1,200 lakh 
and modernisation expenditure Rs 1,200 
lakh. The company manufactures elec¬ 
trical cabin and capacitors. Technology 
for ihf manufacture of power cables was 
obtained from BiCC of UK and ABB 


Cables of Sweden. For capacitors, tech¬ 
nology was obtained from 'foshiba of 
Japan and CE of the US. Both techno¬ 
logies have been fully absorbed by the 
company. The normal capital expenditure 
of iU 1,200 lakh to be incurred over the 
next three years is to maintain the com- 
parqf's piot^ion capacity and to balance 
its machines to cope with diverse product 
mix requirements which will give the com¬ 
pany an edge over its competitors. The 
proposed modernisation expenditure of 
Rs 1,200 lakh is intended to cater to the 
requirement of production of triple layer 
rubber and XLPE cables. The company 
had sales and other income of Rs I4,8:U 
lakh in 1991-92 and gross profit of Rs 900 
lakh and profit before tax of Rs 470 lakh. 
It paid a dividend of 22 per cent for 
1991-92, the same as for the preceding two 
years. According to the company’s esti¬ 
mates, the book value of the share has in¬ 
creased from Rs 98.87 in 1987-88 jio 
Rs 126.23 in 1991-92 and earnings per 
share for 1991-92 was Rs 3.32. Earnings 
per share is expected to rise to Rs 6.32 for 
1993-94 and Rs 7.30 for 1994-93. During 
the period June to October 1992, the 
market price of the company’s share 
varied between Rs 200 and Rs 130. The 
iuue of i|iares, which opens on January 
23 and will ctose on February 23, is lead 
managed by ICICI (Merchant Banking 
Division) and SBI Capiul Markets. 

Lesha Steels 

Lesha Steels is esublishing its project 
at the GIDC esute at Kerala near 
Ahmedabad for manufacture of steel 
scrap, mild steel ingots with a capacity of 
48X100 tonnes per annum. The project has 
bem appraised by SuU Bank of India to 
cost Rs 360 lakh which tl^e com|»ny pro¬ 
poses to finance with equity funds of 
Rs 310 lakh, lease finance of Rs 23 lakh 
from India Securities and capiul subsidy 
of Rs ^ lakh. The project is slated for 
commercial production in March this year. 
The company is making an issue of 
30,60,000 equity shares of Rs 10 each at 
par aggregating Rs 306 lakh, out of which 
1,33,000 shares have been set apart for 
preferential allotment to the employees 
(including Indian working directors) of 
the company, 11,07,000 shares to NRIs 
and the remaining I8.W,000 shares to the 
Indian public Sales'are projected at 
Rs 2,880 lakh and Rs 3,360 lakh in 
1993-94 and 1994-93 respectively at 
capacity utilisation of 60 and 70 per cent, 
on which the company expects to earn 
profits of Rs 190 and Rs 226 lakh. The 
issue opens on January II. The shares will 
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fiiltf IjhiUbin stodL aichanges. ‘nw is^ 
IS twi auuiaged by India Securities. 

Parth Aluminmin 

Panh Aluminium i.s setting up a R$ 527 
lakh aluminium rolling mill at Saniej in 
Mehsana district of Gdjarat to manufac¬ 
ture circles, sheets, slugs, strips and other 
aluminium products. To part finance it, 
the compSiny is entering the capital market 
on January 18 with an issue of 35,50,000 
equity shares of Rs 10 each at par totalling 
Rs 355 lakh, out of which 16,00,000 shares 
are being offered to NRis and the remain¬ 
ing 19,50,000 shares to the Indian public 
According to Janak Kansara, chairman of 


COMPANIES 


Jairql Kapadia 

THE Over the Counter Exchange of India 
is to acquire more plumes, which may 
make it look fluffy, but whether it would 
be any more functional is open to ques¬ 
tion. It is to be given a puff with the ad¬ 
dition of scrips which are already listed 
on the stock exchanges. It is not clear 
what difference OTCEl trading in them 
will make and at what different rates from 
the stock exchanges it will be trading. 

. The picking is to be done from out of 
the ‘permitted securities' on the stock ex¬ 
changes. The term covers the securities 
which ate on the regular trading list of one 
stock exchange but not on that of another, 
but in which trading is permitted by that 
stock exchange, and the transactions done 
are settled between members of difTemt 
stock exchanges. However, any difference 
from regularly traded scrips is only 
technical. Now the OTCEl proposes to list 
these scrips for itself. 

Accordingly, 25 permitted securities are 
to be open for trading on the OTCEl by 
the close of January. The list covers several 
assorted scrips, such as Alpine Solvex, 
Bajaj Tempo, BPL Electricals, Blue Star, 
Camlin, Deccan Cement, Deepak Nitrite, 
Dr Reddy’s Laboratories, Jamna Auio, 
Jindal Strips, Kalyani Steels, Kinetic 
Engineering, Kirloskar Bros, Morarjee 
Mills, Punjab Wool Combers, Rich! Soya, 
Rohit Pulp, Sterlite, Videocon and Wool- 
worth India. The list includes, at the same 
time, TISCO and TELCO as well. 

These last two scrips are the leader 
scrips on the secondary market and arc 
traded on almost all of the stock ex¬ 
changes, recording big business day in and 
day out. The other scrips, though they are 


nesof ahiniiiuiiin tlnggiiiiidmii from cor* 
lapsibie tube manufactuiers have already 

been secured and enquiries have alio been 
received from leading pressure cooker 
manufacturers for aluminium circles. The 
profitability projections ate Rs 247.25 
-.lakh, Rs 295.60 lakh and Rs 342.64 lakh 
in 1993-94,1994-9S and 1995-96 based on 
capacity utilisation of 70, 80 and 90 per 
cent respectively. Cranmercial production 
is expected to start in Mi^ this year. The 
shares win be listed on Ahinedabad, Bom¬ 
bay and Jaipur slock exchanges. Gujarat 
Lease Financing and Bank of Baroda are 
lead managers to the issue. 

-JK 


not listed on aU the stock exchanges, are 
traded regularly wherever they are listed. 
In incking these scrips, the OnnCEl has ap¬ 
parently sought to put them under one 
roof, ^t this does not mean that the 
GTCEl win be emting a better market in 
the scrips. 

The OTCEl, on its part, is to entrust 
trading to one dealer possessihg a 
minimum of 1,000 shares to act as the 
market-nuiker in the scrip. But there is no 
guarantee that by possessing this nurhber 
of shares the dealer will be able to create 
a market in the scrip. Floor jobbers on 
stock exchanges having much more shares 
in their names are not in a position to 
create a proper market in the SCTips they 
trade in, and such is the position even 
when they have been transacting business 
for generations. What guarantee is there 
that OTCEl dealers will do any better? 
And in any case where has the over-the- 
counte r-me chanism come into existence 
on the OTCEl to make a foiiQr into quoted 
scrips on the stock exchanges? 

Scrips for listing on the OTCEl are still 
those of companies which are not listed 
on the slock exchanges owing to the small 
size of their share capital issues. The 
OTCEI's record in the two scrips so far 
listed has been far from encouraging. The 
OTCEL issues daily the rates for buying 
and selling tlw two scrips, namely, Vasun- 
dhara Rasayans and Co-nick Alloys. But 
often the rates are termed indiemive rates, 
as no buying or selling is reported in the 
scrips. And at times when trading is done; 
the transactions are as little as two to four 
and of amounts as small as Rs 4,365 and 
Rs 11,010. 


peeled Krincrease lo-ineio sw-oy-iiiefna ’ 
of 1992. It has gone up by onfy one vrith' 
the addition of Electnmica Machine 
on January 7. 

Evidently, by enrolling quoted scrips. 
from the stock exchanges on its trading, 
list, the OTCEl is feaiheririg its nest while 
it has still not sprouted wings. 

SHREE RAJASTHAN SYNTEX 

Modernisation Bears 
Fruit 

The results of Shtee Rajasthan Syntex 
cover the financial year ended June 30. 
1992. The directon observe in their report 
that the company has achieved during the 
year the objective of high return on invest¬ 
ment through modernisation, increase in 
produaivity and better discipHne and cost 
control. With increased profits, a higher 
dividend of 18 per cent is declared on in-, 
creased share cafutal following a 1:1 ru^ts 
issue, which resulted in an accretion of 
Rs 4,74,02,280 in share premium acrount 
during the year. The company added'1,920 
spindles during the year at a marginal 
increase in production cost, but with a 
substantial boost in results. Production of 
polyester-viscose blended and acrylic yarn 
increased in quantity by 20AS per cent to 
4,611 tonnes, but in value it showed a big¬ 
ger increase of 37.54 per cent to Rs 5,727 
lakh. The company continues to produce 
a variety of high mlue-dyed fancy yarns, 
which are well received in the market. 
With the installation under the moder¬ 
nisation programme of modem auto con¬ 
ning mai^ines and 2 x I twisters, further 
improvement in results is foreseen. Mean¬ 
while, the company has successfully com¬ 
missioned the polypropylene muitifila- 
ment yarn project at Bagru Ravan in 
Jaipur. The spun yarn works are located 
in Dungarpur district. 

CADBURY INDIA 

Increase in Foreign 
Ecfuity 

In examining Cadbury India's financial 
results for the year ended Mardi 31,19n. 
it is necessary to appreciate that these do 
not cover such extraneous income as that 
from sale of FSI for licence to use the 
company’s land like in 1990^91 when the 
company was able to realise such income 
of Rs 250 lakh. If com0arison is made of 
only operational results, one finds that 
profits before tax for 1991-92 increased by 
a margin of 23.3 per cent, from Rs 62S 
lakh to Rs 770 lakh, against a 16.5 per 
cent growth in gross sales from Rs 12,229 
lakh to Rs 14,246 lakh. Nevertheless, in 


To What Purpose? 
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l#)r OK iiMMuifetf io leii for 

I#l-t2 than 1^91. Whh tax proviahMi' 
dhlniiiiis more at iU4tO lakh against 
Rs 340 lakh in the previous ](ear, the com¬ 
pany^ net prorit hitt shown a decline from 
Rs 335 lakh to Rs 360 lakh during 
I99^91 In consequence^ the rate of divi* 
dend is reduced from 33 per cent to 30 par 
cem. 


tids huibMiis. Ral mendioiis prixhict quali¬ 
ty upgiadatiott and training of empkqfees 
to meet increasingiy demanding consumer 
needs. This is the second important point 
to note about Cadbury Indians operations. 

The third oonoems Cadbury Schweppes 
pic increasing iu nnandal suke in the 
company from 40 per cent to 3l.per cent. 
This has been done through Cadbury 


lechmdogy and ptocesaknorM^ 
improve the quality of products^ 
to increase exports. Meanwhile, ex^ 
sales earned Rs 312.39 lakh in foragh 
exchange last year, white the. company 
expended on imports foragn exchange 
worth Rs 433 lakh. 

HiCO PRODUCTS 


Three developments deserve particular 
mention. IVro relate to the company’s 
operations directly. One is its thrust into 
the ice cream business towards extension 
of which a major portion of the capital 
investinent was nude during the year 
white the sates turnover also doubted from 
this new business. The chocolate and 
malted foods business maintained pro¬ 
gress, despite a serious and unexpected 
jMoblem of cocoa shortage due to a repeat 
poor local crop during the year. But one 
observes from chairman C Y M’s state- 


Schweppes Overseas, Cadbury Schweppes 
ptes wholly-owned subsidiary, buying ad¬ 
ditional shares of Rs 10 eqdi at a premium 
of Rs 90 per share. The number of shares 
purchased is 22,92,000, white at the same 
time the company has made a righu issue 
of 16,80,000 shares at the same premium 
to shar^lders in the proportion of 1:5 
and offered 28,000 shares to employees. 

With increase in. foreign investment, 
Cadbury India has become a subsidiary 
of Cadbury Schweppes Overseas, white 
the additional investment following the 


The Vteek'a Companies 


(Rs Mtk) 


Shiee RajaHhan Cadbury India Hico Products 
SynicB 


Financial Indkaion 

June 

1992 

June 

1991 

March 

1992 

March 

1991 

March 

1992 

March 

1991 

litcomeMxptiaa/pnfia 

Nei sales 

S082 

3S6S 

14134 

12124 

3166 

4327 

Excise duty 

4M 

202 

112 

103 

1033 

788 

Other inctmie 

41 

81 

218 

389 

198 

17 

Increase (decrease) in year-end 
(inished slocks 

241 

98 

301 

303 

163 

(88) 

Raw malerials consumed 

3660 

2682 

6990 

3893 

3232 

2602 

Arwer and fuel 

279 

214 

447 

426 

188 

132 

Ollier manufacturine expenses 

131 

75 

231 

214 

149 

63 

labour cost 

349 

2S9 

1899 

1374 

336 

421 

Ollier expenses 

334 

230 

3362 

3167 

332 

467 

Operating profils 

60S 

S33 

1304 

1597 

869 

570 

Inicresi ^iges 

214 

208 

367 

391 

389 

342 

Gross proliis 

391 

32S 

1137 

1206 

480 

228 

Depreciation 

130 

III 

367 

331 

141 

149 

Proliis before tax 

261 

214 

770 

873 

339 

79 

Tax provision 

— 

— 

410 

340 

— 

— 

Proliis alter lax 

261 

214 

360 

533 

339 

79 

Dividends 

64 

42 

232 

294 

49 

40 

Uabiliiits/asseis 

Piid up capital 

S80 

264 

840 

840 

330 

330 

Reserves and surplus 

1133 

462 

1842 

1724 

343 

418 

Long term loans 

2404 

1081 

1762 

1694 

780 

830 

Short term loans 

1904 

631 

324 

328 

1048 

1007 

Other liabilities 

783 

360 

2426 

2087 

988 

911 

Gross fixed assets 

3676 

1343 

4725* 

4473 

2622 

2629 

Accumulated depreciation 

826 

697 

1941 

1607 

1691 

1628 

invemories 

1222 

936 

2409 

2002 

978 

918 

Of which (inished goods 

924 

683 

1356* 

1148* 

570 

407 

Receivables 

687 

327 

440 

632 

1401 

1156 

Loans and advances 

237 

91 

888 

674 

278 

331 

Cash and bank balances 

61 

64 

313 

616 

82 

36 

Investments 

S 

5 

360 

80 

9 

6 

Other assets 

196 

16 

— 

— 

9 

10 

Total liabilities/assets 

<091 

2272 

7394 

6873 

3689 

3496 

Key fiiMscml niias 

Turnover ratio 

1.00 

1.70 

1.91 

1.76 

1.40 

1.24 

Return on sales th 

7.69 

8.41 

8.04 

9.94 

9.29 

3.27 

Return on investmeni^i 

7.68 

14.30 

13.38 

17.55 

13.01 

6.32 

Return on equity (9t) 

IS.IS 

29.48 

n.42 

20.87 

38.83 

10.36 

Earning per share 

4.S0 

8.10 

4.29 

6.36 ' 

10.27 

2.20 

Dividend (9k) 

18 

16 

30 

35 

15 

12 

Book value per share (Rs) 

29.S2 

27.48 

31.93 

30.52 

26.47 

22.66 

Current market price 

46.23 

— 

172.30 

_ 

83.75 

— 

P/E ratio 

10.28 

— 

40.21 

— 

8.15 

— 


liwlusive of Rs I83.IS lakh of exciw duly (1990-91: Rs 76 lakh). 


Opening to Fore^pn 
Technology 

Going by the results for the year ended 
March 31,1992, and as iu directors rightly 
observe in their report, Hico Products has 
turned the corner, after going down-hill 
in recent years, it had started the turn¬ 
around in 1990-91, white durii^ 1991-92 
it has consolidated its position. Gross 
sates recorded a rise of .22 per cent, from 
Rs 3,143 lakh to Rs 6,268 lakh, though 
production registered only a marginal in¬ 
crease from 9,160 tonnes to 9^91 tonn^ 
Proliu went up more leading to a distinM 
improvement in Hnandal ratios, while ac¬ 
cording to the published results, after 
writing off earlier year’s export-excise 
claims of an amount of Rs 136 lakh, the 
disposable surplus worked out much more 
at Rs 198 lakh compared to Rs 80 lakh in 
the previoijs year. Dividend has been in¬ 
creased, modestly though, from 12 p^ 
cent to 15 per cent. 

The year’s results are due to optimisa¬ 
tion of sates-mix and cost reliction 
measures undertaken by the company. 
Current working has shown further im¬ 
provement, with sales for the first five 
months of this year showing a 33 per cent 
growth, rising from Rs 1,919 lakh pre¬ 
viously to Rs 2J25 lakh. At the same 
time, and in proof of its better standing 
now, the company made an issue of 
2,90,000 IS per cent non-convertible 
debentures aggregating Rs 290 lakh with 
an increase in the interest rate to 20 per 
cent per annum and making the interest 
payable quarterly. 

Hitherto, Hico Products has been 
manufacturing and marketing in-house 
developed products. But now, as the direc¬ 
tor state, “in the changing scenario due 
to globalisation policy of the governinent" 
it has opened doors to foreign technology 
for its R and U wing to absorb. It has 
identified in this connection speciality 
chemidkls and performance chemicals, 
classifted as plastics, as an important area 
of development. Meanwhile, making a 
foray into leather chemicals, it has now 
esmbUshed a major presence in the leather 
industry. The company last year expended 
foreign exchange worth Rs 285.98 lakh 
and had earnings of Rs 30.48 lakh. 
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Variation (per cent) 



Indm Numbera of Whoicaait* l*rir«*K 


Latest 

Over 

Over 

Over 




(1981-82 100) 

Weight 

Week 

l-ast 

last 

March 






19-12-92 

Month 

Year 

1992 1991-92 -• 1990-91 

1989-90 

1988-89 

All Commodiiic!) 

100.0 

231.1 

0.2 

8.5 

6.1 

13.6 10.3 

7.5 

7.5 

Primary Ariicles 

32.3 

234.1 

- 0.7 

3.1 

3.9 

18.2 13.0 

2.2 

4.9 

Food Articles 

17.4 

272.2 

-0.5 

9.6 

6.8 

20.2 11.8 

1.2 

9.9 

Non-food Articles 

lO.I 

224.9 

- 1.3 

-8.0 

1.2 

18.2 17.0 

3.6 

-1.7 

Fuel. Pow«r, Light and Lubricants 

10.7 

234.9 


17.3 

10.0 

13.2 12.3 

3.6 

5.6 

Manufactured Products 

57.0 

228.7 

0.1 

10.3 

6.7 

11.2 8.4 

11.3 

9.4 






Variation (per cent) 



<^unl of Living Indirt-a 


Ijitesi 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 






of 1992 

Month 

Year 

1991 

1991-92 1990-91 

1989-90 

1988-89 

Industrial Workers 1982 = 100 

244" 

_ 

8.4 

6.6 

13.5 11.2 

6.5 

9.1 

Urban Non-Manual Employees 1984-85 - 100 

203* 

0.5 

10.9 

5.7 

13.5 11.0 

6.9 

8.2 

Agricultural Labourers July 60 to 

l.ll? 

-0.2 

14.1 

6.3 

19.3 7.5 

3.2 

11.4 

June 61 » 100 












Variation (per cent in brackets) 


_ 

Money and Banking 


l^atest 

Over 

Over 

Over 





Unit 

fortnight 

Last 

La$l March 31. 






(11-12 92) 

Month 

Year 

1992 

1991-92 1990-91 

1989-90 

1988-89 ' 

Money Supply (M,) 

Rs crore 

3,51.618 

2,226 

47.470 

36,534 

49,560 34,486 

37,457 

28.959 



(0.6) 

(15.6) 

(11.6) 

(18.5) (14.9) 

(19.4) 

(17.0) 

Net Bank Credit to Ciovernment Sector 

Rs crore 

1,75,456 

1,905 

11,049 

17.162 

24.589 23,048 

20,676 

12,105 

Bank Credit to Commercial Sector 

Rs crore 

2,08,093 

1,132 

32.892 

17,028 

24,173 21,443 

23,822 

20,395 

Net Forcisn Exch Assets of Banking Sector Rs crore 

16,109 

-1,285 

3,007 

-3,418 

10.098 1,915 

-149 

1,128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,60,258 

3,053 

41,086 

29,500 

38,217 25,583 

26,809 

21.897 




(1.2) 

(18.7) 

(12.8) 

(19.8) (15.3) 

(19.1) 

(18^) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,41,622 

964 

22,456 

16,030 

9,291 14,848 

16,734 

12,470 



Latest 

(0.7) 

(18.8) 

(12.8) 

(8.0) (14.6) 

(19.8) 

(17.3) 



week 








25-12-1992 







Foreign Exchange Assets (excluding gold) 

Rs crore 

14,679 

1.484 

5,068 

132 

10.223 -1.383 

-795 

-646 


US S mn 

5,692 

664 

1,865 

-29 

3,383 - 1,137 

-1,354 

-886 

Index Numben of Induntrial 


Latest 







Production 

Weight 

Month 

Averages for 

• 

Variation (pt 

cent) 


(1980-81 = 100) 


(Aug 92) 1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 1987-88 I 

General Index 

100.0 

201.5 

202.3 (2.2) 197.9 ( -1.8) 

0.1 8.5 8.6 

8.7 

7.3 

Mining and Quarrying 

11.5 

198.0 

208.6 (4.0) 200.5 ( - 3.1) 

0.8 4.9 6.3 

7.9 

3.8 

Manu^uring 

77.1 

187.3 

191.9(0.8) 190.4 (-2.8) - 

1.4 9.1 8.6 

8.7 

7.9 

Electricity 

11.4 

258.0 

257.2 (4.5) 246.2 

(7.0) 

8.3 8.7 10.8 

9.5 

7.7 

Basic Industries 

39.4 





3.8 5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 





17.4 22.4 

7.0 

15.9 

Intermediate Goods Industries 

20.5 





6.1 4.3 

11.5 

4.8 

Consumer Goods Industries 

23.6 





10.4 6.3 

4.2 

6.5 

Durable Goods 

2.6 





14.8 1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 





9.4 7.5 

2.5 

6.2 

Foreign Ikade 

Unit 

Latest 

Cumulative for* 







Month 









(Oct 92) 

1992-93 

1991-92 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Export 

Rs crore 

4,385 

28.789 

23,024 

43,978 

32,553 27,681 

a)JI32 

15,674 






(35.1) 

(17.6) (36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

4,665 

36,556 

25,611 

47,813 

43,193 35,416 

28,235 

22,244 






(10.7) 

(22.0) (25.4) 

(26.9) 

(10.7) 

Balance of Ttade 

Rs crore 

-280 

-7,767 

- 2,587 

-3.835 

-10,640 -7,735 

-8,003 

-6,570 

Employment Exchange Statiatica 


Latest 

Cumulative for* 






Unit 

Month 









(June 92) 

1992 

1991 

1991 

1990 1989 

1988 

1987 

Number of Applicants on Live Register 

Thousand 

36,931 

36,931 

35,215 

36,300 

34,632 32,776 

30,050 

30JI47 

Number of Registrations 

Thousand 

740 

2,574 

2,759 

6,238 

6,541 6,576 

5,963 

5.46S 

Number of Vacancies NotiFied 

Thousand 

38 

219 

253 

460 

490 599 

544 

621 

Number of Placements 

Thousand 

20 

123 

130 

254 

266 289 

3ra 

360 

National Income 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 1985 86 

1984-85 

1983-84 

Cross Domestic Product (current-prices) 

Rs crore 

4.72,599 

4,01.569 

3,50,899 

2.94,765 

2,60,03 2,33,799 

2,08,533 

1,86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2.10,477 

1.99.329 

1,88,009 

1,70,205 

1,63,271 1,56,566 

1,50,433 

I.44.86S 

Per Capita Income (1980-81 prices) 

Rupees 

2a27 

2,148 

2,069 

1,902 

1,871 1,844 

1.813 

1,790 

* Up to the latest month for the current year and for corresponding period last year. 


. Not available. 

Notes: (1) Superscript numeral denotes month to which figure relates, e g. superscript^ indicates that the figure is for January and so on. 1 

(2> Figures in brackets denote percentage variations over the comparable period of the previous year. 
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alciitta Diary 

AM 

Whether liberalisation will succeed in lifting the economy and 
creating jobs and prosperity for the Indian people may still be an 
open Question. What is bej^nd dispute is its extraordinary social 
impact: the disrobing of inhibitions. There will be stnne odd twists 
and turns. Thke the convulsions within Calcutta's most successful 
newspaper chain. 


ONE must lean backwards to be fair; to 
suggest that liberalisation has been an all¬ 
round disaster will be a piece of cultivated 
astigmatism. It is a story of. till now, both 
shade and light. C.'onsider the case of the 
media industry. Globalisation has yielded 
it terrific results. What was, only about 
a couple of years ago, an annual turnover 
of a little more than Rs SOO crore, has 
burgeoned into a business which is 
reportedly 10 times as much. And accom¬ 
panying this has been a relative shift 
of emphasis away from newspapers and 
periodicals to television. Something of 
even greater significance, in the course of 
the past few months, the lion's share of 
television advertisements has transferred 
from the hegemony of Doordarshan to the 
satellite channels beamed through dish 
antennae. 

The causality at work is easily under¬ 
stood. Consumerism is the crucial ele¬ 
ment, sustaining—at least intending to 
sustain—economic liberalisation, llie ma¬ 
jor splurge in adverti.sements is therefore 
for consumer products of all descriptions, 
particularly of luxury items. The clientele 
for these products are not habituated to 
read. Literacy is in fact not the strong 
point of liberation-lovers in general. They 
mostly feed on cliches and single-liners. 
Scan, for instance, the newspapers. Bet¬ 
ween what their owners believe and what 
the government does, the convergence is 
one hundred per cent: this country can be 
saved only if there were to be a total sell¬ 
out to foreigners. The emphasis is on a 
lack of possible alternative means of res¬ 
cuing the economy and the nation. Such 
alternative possibilities are wishful 
thoughts, says the government. Such alter¬ 
natives are pure fiction, echoes the press. 
Has the government however invited any 
amongst the non-conformists to pro¬ 
pound their point of view? Or have the 
newspapers accorded the courtesy to ask 
those economists who continue to pin 
their faith on the philosophy Of self- 
reliance to explain their position? The 


tribe of Voltaireans has ceased to be. It 
is not considered essential to provide 
accommodation to deviant strands of 
thought. It is perhaps considered dan¬ 
gerous to encourage thoughts of any 
strand. Hence the decision to stick to one- 
liners, and heavily and exclusively use of¬ 
ficial hand-outs about how the rate of in¬ 
flation is failing down, falling down like 
London Bridge and how surging foreign 
investment is soon, very soon, going to 
drown us comprehensively. 

lelecasting is the obvious ideal medium 
for beaming catechisms and single-liners. 
It is therefore not surprising that two 
phenomena are simultaneously at work: 
a steady transfer of advertisements from 
the printed media to television, and the 
share of Dixndarshan in visual advertising 
declining fast with a corresponding in¬ 
crease in the share of foreign television 
channels. The latter enjoy some major ad¬ 
vantages; their reach is global, or at least 
continental, and they are able to add to 
the allure of the advertisements by sug¬ 
gestive deployment of soft porn. 

Whether liberalisation will succeed in 
lifting the economy and creating jobs and 
prosperity for the Indian people may be 
still an open-ended question. What is 
beyond di.spute is its extraordinary social 
impact. It would be foolish to pretend a 
lack of awareness of the event taking place 
around us; the gradual disrobing of inhibi¬ 
tions. Women libbers do not belong to the 
Ing league of liberators; they have actually 
made themselves irrelevant. Globalisaiion 
has implied free importation of motes 
from overseas. Since the satellite networks 
are by and large owned by US interests, 
Indian products loo are now getting to be 
increasingly displayed alongside dynamic 
images of undraped young women. This 
is an ineluctable cultural process; if Door¬ 
darshan has to stay in the business, it has 
to, willy-nilly, follow suit. The transfor¬ 
mation which overtook the societies of 
Thailand, the Philippines and Taiwan is 
touching Indian shores with a time-lag of 


30 yean. The tnhrket is sovereK 
mand for the display of female be 
to be appropriately responded to. t^. 

Far Eastern societies adjusted themselves 
quickly to the market forces that spawn¬ 
ed in the wake of the Vietnam war. The 
American demand for rest and recreation 
facilities was met to the hilt. Almost over¬ 
night, there was a proliferation of ma.ssage 
parlours; auxiliary and ancillary activities 
too expanded at a furious ptax. These pro¬ 
ved to be major foreign exchange earners; 
the day was made for the economy of each 
of the countries. A similar turn-about can 
be expected to occur in our country. Every 
change has to have a beginning; with the 
satellite channels blazing the trail, Door¬ 
darshan will without question soon recon¬ 
cile itself to the beaming of explidt details 
of the female anatomy: is it not a sin to 
ignore market signals? Once the cere¬ 
monial 'muhurat' is over, other things will 
start happening thick and fast, and soft 
porn will duly yield place to spicier 
varieties. Those ftghling the battle for 
women’s rights will, one suspects, be on 
the horns of a dilemma; they will exhaust 
themselves trying to decide when is a 
liberation the obverse of what it states. 

We are witnesses to history; a great 
scK'ial revolution is unfolding before our 
very Its consequences are likely to 
be far-reaching. There will be some odd 
twists and turns. Take the current convul¬ 
sions within Calcutta's by far the most 
successful newspaper chain. The past two 
decades have .seen this business concern— 
a closely held family business—expand its 
activities—and profits—several-fold. It 
owns as many as IS newspapers, journals 
and periodicals, in English, Bengali and 
Hindi, dailies, weeklies or fortnightlies. It 
has not left any facet of the nation’s socie¬ 
ty and culture untouched in the course of 
its empire- building activities within the 
ambit of the printed media: politics, the 
arts, children’s literature, sports, cinema, 
market intelligence, gossip, general enter¬ 
tainment. literature, poerry, its clawing 
persona has register^ its presence in 
about every nook and corner. It has not 
neglected the arena of book publication 
either: a wide and growing list of Bengali 
titles apart, it has set up a collaboration 
with Britain’s pioneer outfit for soft-cover 
publications. This venture is spinning 
money. Success breeds further ambition; 
the business house, well-founded rumours 
suggest, is now contemplating ways and 
means of crashing into the television 
industry. 

But it has run into a strange problem. 
For the past 60 years, it has owned a 
Bengali literary weekly magazine. The 
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.litituiM’s circaialion spills beyond the 
national frontiers. Wherever the Bengalis 
exist, in Fiji or Brasilia or Oslo or 
Noborigotsu. they are wont to subscribe 
to it. It has assutned the role of arbiter 
of Bengali literary tastes and cultural 
norms. The business house has indeed 
established a distinct pattern of market 
dominance. It would induce a handful of 
poets and fiction-writers to join its stable; 
those thus roped in will have their output 
published in the various publications 
belonging to the group; after a while, its 
publishing wing will bring out such 
writings in book form; the newspapers 
and journals belonging to the chain will 
publicise these books and shower them 
with favourable reviews. The books will 
sell; the authors and poets will arrive. 
Their celebrity status will be further con¬ 
firmed by the dlnu ex machina of bestow¬ 
ing upon them literary awards instituted 
by the business house itself. That will 
accelerate the pace of sale of books 
authored by the members of the stable. 
The mode has been meticulously followed 
in the case of all branches of literature, 
and in the case of some of the arts too; 
for that matter, in the case of sports and 
athletics as well. This newspaper chain has 
had its favourite political parties, pet 
politicians among the parlies, poets, 
writers, academics, cinema and stage ar¬ 
tistes, soccer and cricket players. It has, 
some suggest, its favourite bookies and 
punters toa 

This family concern, which has, till 
now, not ventured, for whatever reason, 
beyond the printed media industry, has 
taken to economic liberalisation as duck 
takes to water. It has gone overboard in 
iu praise for the earth-shaking reforms in¬ 
itiated since the middle of last year. Its 
love for each and every reactionary cause 
is well known; the Supreme Court’s views 
notwithstanding, it has strongly argued 
for importing into W»t Bengal that 
specialised southern contribution to the 
field of education, the capitation fee. Not 
that it has done so in quest of any im¬ 
mediate or remote practical gain, but as 
an assenion of its theism: the market must 
be the determinant of all equilibria, in¬ 
cluding in the instance of supply of, and 
demand for, education. 

But liberalisation has tripped it up in 
a rather unforeseen way. The Bengali 
literary weekly magazine it owns, which 
has been mentioned above; was prospering 
throughout the entire post-independence 
period. Sixty years is a long time. It is 
simply not passible to avoid the cultiva¬ 
tion of soitK idiosyncracies once you 
reach dotage. Since, according to those 


who ought to know, the social stratum 
made up of the Bengali middle class has 
itself arrived at that stage, there is no crisis 
from that direction: a total symbiosis is 
discernible between the magazine and the 
class it caters to. The problem lies 
elsewhere. The advent of the prime 
minister with the mediterranean wife in 
the mid-80s ushered in the phase of all- 
out consumerism in the country. The 
business house could immediately scent 
vast new possibilities. Enough scope, it 
decided, exists for a fashion magazine for 
upper class mmen. The potential was im¬ 
mense. All that was needed was evolving 
the right formula: let the new magazine 
be sufficiently high priced, let it use glossy 
good quality paper, it must splash colour, 
it must have at its disposal state-of-the- 
art composing devices, it should have on 
tap a couple of in-house graphic desig¬ 
ners, it must arrange for a mixed grill, pro¬ 
vide tips on cuisine, house-furnishing, in¬ 
terior decoration, tailoring and knitting, 
it must insert one or two ‘confidential’ 
and ‘lonely-heart’ columns, it should also 
serve some literary fare, carry half-gossipy 
half-newsy notes on celebrities and would- 
be ones and, finally, offer some-tid-bits 
of s«( almost as if as an afterthought, 
under the cloak of physiological or anato¬ 
mical notes from acknowledged specia¬ 
lists; occasionally it must throw in an 
assortment of psychiatrists and social 
scientists too in pot-pourri. Above all, 
it must pick an editor who will be 
attention-catching. 

The formula was successful beyond im¬ 
agination. The master stroke was the 
choice of the editor: a celebrated actress, 
originally picked by Satyajit Ray, with the 
right genealogical connections, who has 
acted in films, including multi-lingual 
ones, directed a film too; in English, which 
has collected several international awards, 
has occasionally appeared on the stage 
toa She has elegance as well as sophistica¬ 
tion. The new publication, a fortnightly 
venture, created a stir from the very first 
issue; Its high price tag was no deterrence; 
it was a small price to pay for the fare it 
served, including, every now and then, 
demurely nude female bodies, its am¬ 
bience gelled excellently with Bengali 
upper class decorum and lingo. The 
magazine has by now opened floodgates 
of excitement and daydreaming; through 
the words and pictures it dishes out, it has 
seemingly made accessible a never-never 
world of luxury and sensuality. It is in 
some sense the Bachchan formula applied 
to the printed medium. The clientele in ef¬ 
fect includes not just the indolent upper 
class women patronising the rarefied 


reaches of th^ Hmiry i^iiti 7 . thif 
charwomett, fishmongers, clerks^ factory 
hands. It is supposed to be a magazine for 
women, but. watch the long lines before 
the news-stalls on the day it gets publish¬ 
ed. the gender gap has bm extinguished, 
there are more men than women in the 
non-ending queues, and they are buying 
for them.<selves. not for their wives or girl 
friends. 

A fantastic success story. Still, there is. 
for the business house, a flip side to it. 
Winner takes ail, and the television chan¬ 
nels are running away with the bulk of the 
consumer goods advertisements. The 
printed media have to remain satisfied 
with the altogether too insubstantial left¬ 
over revenue. This situation is forcing the 
business house to think in terms of star¬ 
ting a television outfit of its own, maybe 
after it is able to team up with an A-l 
foreign network. But. meanwhile, pro¬ 
blems have emerged which demand to be 
sorted out. It is a dog-eal-dog circum¬ 
stance. Even within this lightly held, tight¬ 
ly administered newspaper empire, the 
squeeze on advertisement revenue is being 
increasingly felt; it is being felt more 
severely because sales are going up all the 
while, pushing up expenses. Here too, win¬ 
ner is taking all. The sexagenarian literary 
weekly is having a hard time, a large part 
of its erstwhile advertisement revenue is 
being spirited away by the more forthcom¬ 
ing, more uninhibited fashion magazine 
belonging to the group. A case of canni¬ 
balism amongst the amazons, and there 
is apparently no easy way out of the crisis. 
The diktat of the market cannot however 
be flouted. It has now been decided to 
convert the literary weekly into a fort¬ 
nightly genre; and arrange to publish it in 
those weeks when the fashion magazine 
is scheduled not to appear. The contents 
of the literary magazine; it is etpected, will 
also be suitably jazzed up so as to enable 
it to meet the competition. 

An era thus ends. The cognoscenti will 
miss the blatantly political, rabidly anti¬ 
communist introductory editdrial article 
the supposedly literary journal used to 
carry every week. The predictability of the 
malice it used to spread about categories 
and men it disapproved of will also now 
be gone But, as Thomas Hardy once 
remarked, there is a time for everything, 
a time for kissing as much as for parting. 
The opening numbers of the new incar¬ 
nation of the journal, gossip has it. will 
carry half-a-dozen jumbo-sized quasi- 
learned discourses on the global signi¬ 
ficance of Madonna’s Sex. With, it is 
being uken for granted, suiuble illustra¬ 
tions. All is well that begins well. 
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RANDOM REFLECTK, 


Market System, Socialism and 
Democracy 

Anin Ghosh 

Though many writers have in the past attempted to exp/ain the 
fact of poverty in India, we now have a theoretically structured 
economic exposition and explanation. In a book of seminal 
quality, C T Kurien has not only given us a new and meaningful 
explanation of the concern of economists, he has explained 
difficult concepts with ease and lucidity. 


ADAM SMI'TH, the founder of modern 
economic thought, titled his book on econo¬ 
mics IS An Inquiry into the Nature and 
Causes qf the Weaith of Nations. Of the Hve 
sections (or ‘Books’) into which his tome is 
divided, the first deals with “the causes of 
improvement in the productive powers of 
latmur, and of the order according to which 
its produce is naturally distributed among 
the different ranks of people". Significant¬ 
ly, the second section is concerned with "the 
nature of accumulation and employment of 
stock": the third with “the different progress 
of opulence in different nations"; the fourth 
with “systems of political economy"; and 
finally the fifth with “the revenue of the 
sovereign or commonwealth". These (well 
known) particulars are repeated here mere¬ 
ly to indicate the comprehensive nature of 
Adam Smith’s exploration and exposition of 
the subject of economics. Adam Smith’s 
masterly analysis (first published'in 1976, 
almost at the rudimentary stage of the In¬ 
dustrial Revolution in England) is full of a 
great deal of prcMicnce, but the important 
point to note in the present context is that 
Smith was essentially concerned with 
political economy. Writing in what 
historians have called the 'Age of Reason’ 
and imbued with the utilitarian philosophy 
(to be expounded later by Jeremy Bentham), 
the two cardinal ideas on which Smith’s ex¬ 
position was based were those of ‘^ligh¬ 
tened self-interest" of individuals and of 
“natural liberty”. Incidentally, it should 
perhaps be mentioned that most economic 
historians appear to have ignored Smith’s 
Theory of Moral Sentiments wherein he 
posiu the doctrirw of sympathy as the real 
bond between human beings in their ethical 
rdations. Smith’s ‘lenlightened self-interest’’ 
was essentially intended to be applied to peo¬ 
ple imbued with an ethical sense; indeed, 
Adam Smith has stated (even in his Wealth 
qf Nations) that “no society can surely be 
flourishing and happy of which the far 
greater part of the members are poor and 
miserable It is but equity besides that they 
who feed, clothe and lodge the whole body 


of people should have such a share of the 
prepuce of their own labour as to be 
themselves tolerably well-fed, clothed and 
lodged!’ Neo-classical economists have ail 
tended to ignore this part of Adam Smith’s 
ideas. 

When David Ricardo first published his 
Principles of Milkal Economy and Taxa¬ 
tion in 1817 (finally revised in 1821) he was 
very much under the influence of Adam 
Smith and Malthus’ iron law of wages. The 
distinctive feature of Ricardian economics 
comes from a study of both his Principles 
and his pamphlet entitled Essay on Profits. 
The important point to note is that Ricar¬ 
do was the first economist to note the in¬ 
timate connection between 'value' and 
‘distribution’. Fbr, though the terms ‘use 
value' and ‘value in exchange* were first us¬ 
ed by Adam Smith, it was Ricardo who first 
drew attention to the fact that “if the quan¬ 
tity of labour realised in commodities 
regulates their exchangeable value, every in¬ 
crease of the quantity of labour must aug¬ 
ment the value of that commodity on which 
it is exercised", and further, “not only the 
labour applied immediately to commodities 
affects their vidue, but the labour also which 
is bestowed on the implements, tools and 
buildings with which such labour is assisted" 
{PrincipUs). This is the origin of the famous 
'labour theory of value' which Marx deve¬ 
loped to describe the extraction of surplus 
in the process of production. 

Three Broad Approachiis 

This is not an essay on the history of 
economic thought. It is a discourse on alter¬ 
native expositions of the causes (and reme¬ 
dies) of poverty, the fountains of economic 
gfowth (which may be applied to examine 
why India remains poor to this day), a topic 
with which the entire body of Indian 
economists has been concerned. The ex¬ 
planations of the fact of economic growth 
(and of late; of the lack of growth in some 
countries) have been looked at by different 
authors with coloured glasses of different 


types; there is in fact an implicit ‘ideology’— 
in alternative expositions of the subject— 
perhaps the different class onentations of 
different writers. 

Alfred Marshall defined economics as “a 
study of mankind in the ordinary business 
of life; it examines that pan of individual 
and social action which is most closely con¬ 
nected with the attainment and with the use 
of the material requisites of well being”. 
Note the shift away from Adam Smith and 
Alfred Marshall, when we come to Lionel 
Robbins’ famous (text-book) definition of 
the concern of economists: essentially one 
of choice of alternative uses of scarce means 
for attaining certain given ends (the ends 
themselves not being the concern of econo¬ 
mists). In other words, economics is reduc¬ 
ed to a mathematical solution of the best 
possible use of scarce means to attain cer¬ 
tain given ends. Economics is to be concern¬ 
ed not with human beings’ behaviour hut 
with mere technological choices to maximise 
efficiency. 

One should, in fact, go back in time to 
Leon Walras (1874) when he developed his 
‘general equilibrium' theory, wherein free 
competition between producers on the one 
side and consumers on the other, with the 
market mediating what should be produc¬ 
ed, leads to the optimal allocation of all 
resources, and thereby, automatically, to the 
maximisation of human welfare 

The market determines, on the basis of 
aggregate consumer preferences, and the 
production function (or costs) for different 
types of production, both commodity prices 
(or factor shares) and the market determined 
equilibrium gives the optimum pattern of 
resource use; and, therefore, of the availabili¬ 
ty of commodities. It was left to Tjalling 
Koopmans to provide (in the immediate 
post-war years) a satisfactory mathematical 
model for >Mlras’ general equilibrium 
theory. Ever since, economic motivations 
(and their reflection in human behaviour) 
have been assumed to be capable of being 
reduced to precise mathematical equations. 

We thus have three broad approaches to 
the very subject of economics: the classical 
tradition, after Adam Smith and Ricardo, 
the Marxian tradition based on Ricardo’s 
labour theory of value, and the neo-classical 
tradition taking off from Adam Smith but 
essentially based on Walras’ concept of 
equilibrium mediated through the market. 
I am not mentioning a fourth alternative 
which has never been fully developed (or ex¬ 
plored), namely, the Gandhian approach, 
because Gandhi never had the time to think 
through the manifold implications of his ap¬ 
proach, and Gandhi’s disciples have neither 
had his vision nor an understanding of the 
complexities of combining what may be 
described simply as a ‘dualism’ in both 
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4lM!imhi«KlMion. Thai ‘duahsm’ it not in- 
appropriate may be very briefly seen from 
tte fact that the very process of human in¬ 
teraction must remain a series of compro¬ 
mises. Human relations are compicii. 

What is the connection between these 
diverse schools of thought and economic 
growth in general and Indian poverty in par¬ 
ticular? Though many writers have in the 
past attempted to explain the fact of pover¬ 
ty in India, we now have a theoretically 
structured economic exposition (and expla¬ 
nation) of economic poverty in India. In a 
book of seminal qu^iiy and importance; 
C T Kurien* has not only given us a new and 
a meaningful explanation of the concern of 
economists, he has explained difficult con¬ 
cepts with ease and lucidity. His definition 
of economics is quite simple: “its field of 
study is the economy”. And ‘‘the economy 
is seen as society's organisaiion.io provision 
the material needs of its members, consisting 
of ways in which resources are owned and 
controlled, resources and labour are put to 
UK in production and how claims on the 
produce are Killed". Other than the 
‘economy’, we do have other concerns, like 
the pursuit of an. literature, music; and the 
pursuit of theK can be facilitated oy the 
economy. But the concern of economics is 
clear. 

At.TERNATIVt POS.Siail.lTIES 

We go back, neater to Adam Smith, and 
certainly away from the game-theoretic 
models of economic behaviour that are cur- 
icfflly in fashion. Kurien’s is a simple defini¬ 
tion, with a directness and forcefulness 
which is characteristic of his style; as indeed 
is the feliciiy with which he makes impor¬ 
tant theoieti^ issues took simple. From ihp 
primitive economy of ‘Klf-sufficiency’ of 
hunters and gatherers, we know that over a 
few millennia human beings progressed to 
a pastoral, village (agrarian) economy, again 
self-sufficient unto itself. They were not 
idyllic sodeiies; but as Kurien says, they were 
‘i^usive' societies wherein the basic 
minimum needs of all members of society 
were soiiKhow provisioned by a section of 
the population, the active workers. A village 
economy allowed for exchange, though ex¬ 
change vvas limited to the exchange of ‘uk 
values'—corn against cloth, corn against 
agricultural implements, etc 

Gradually, in the middle ages, there grew 
a merchant class, and thereby exchange got 
a fillip. Exchange led to the evolution of 
money, and in turn to exchange being trans¬ 
form^ from merely an exchange of um 
values to an exchange involving accumula¬ 
tion of exchange value. This is the explana¬ 
tion of the origin (and growth) of capitalism; 
and the Industrial Revolution speeib upthe 
need for as well las the process of capiuU 

* C T Kurien, The Economy An Inierpnuiive 

Ana/ystr, Sage Publications, New Delhi, 

1992; Rs 29S. 


accumulation. (Thm was humiliation of 
wealth' in the form of monuments and 
palaces even prior to capitalism; but the ac- 
cumulaiKHi of exchange value arises only 
under the capitalist form of production.) 

Wfe have; of course; the rigorous and struc¬ 
tured Marxian explanation of capitalist 
growth. But unlike some Marxists who 
predict the inevitable collapK of capitalum 
owing to its ‘inner contradiction’, Kurien’s 
exposition is not ‘deterministic*. (Marx 
himself was not herminisiic'; ebe he would 
not iMve lecommended that the ‘pioleiariat' 
take the leadership at a certain conjuncture 
of capitalist development, and establish a 
Vlkutorship of the prolefariat’, as a first step 
to the final withering av«y of the state. That 
events did not quite follow this pattern in¬ 
dicates that dialectical development is noi 
deterministic) There is no inevitability of 
any system raking the place of another. 
There are merely alternative possibilities. 
This is not only borne out by history, the 
recent developments in the world suggest 
strongly that there is no inevitability of even 
capitalism as a form of produaion ■'elations. 
Indeed, if one were to oiamine the countries 
which have experimented with an alternative 
socialist system, the USSR, eastern Europe, 
China. Viet Ntun, North Korea and Cuba, 
nowhere have we had a properly functioning 
developed capitalist system, the inner con¬ 
tradiction of which M to the evtdution of 
socialism. Hie USSR, in 1917, was anything 
but a capitalist country. Nor for that matter 
was China in 1949. Both were esxntially 
feudal coumrics. In Russia, the Bolshevik 
Fatty under Lenin’s leadeiship took over the 
leadership of the country when it was in tur¬ 
moil as a cimsequence of the First World 
War. In China, Mao Zerlong led essentially 
a peasants’ tet^t against First the JapaneK 
and later a corrupt Kuominrang regime 

But the distinctive feature of capitalism 
is that while it leads to rapid growth of pro¬ 
ductivity of labour, it also tends to make 
labour ledumlatu. limt is certainly a univer¬ 
sal feature which can be observed in every 
developed (capitalist) country. Most capita¬ 
list countries have sought to find relief (and 
an eKape from this dilemma) through state 
intervention by way of ‘social security', as 
also the widespread provision of ‘public 
goods’ 

The Market 

The ‘market’ is central to the developtnent 
of capitalism. It helps to foster the division 
of latour and there^ productivity. But the 
market also needs to be ‘regulated’; ruid cer¬ 
tain institutions—especially the institution 
of private property and its protection under 
law— become essential for the functioning 
of the capiralist system. Equally, theK is pro- 
lifieration of other institutions, as for in¬ 
stance organised financial intermediaries 
who will mediate between the savers and the 
investors, for whom an institutional frame¬ 
work—as opposed to the ^-old system of 


private usury—become^ cMenliil. fgig uqgr, 
the nature of the state indicates the maimer 
of developmem of the market economy. 

Kurien recognises the ‘market system’ as 
an esKntially progressive institutional 
framework, since, properly regulated, it can 
help to mediate between producen (currently 
the capitalists) and the consumers (currently 
the working class and its ‘dependents’). And 
yet, Kurien also focuses on tlie ‘limits' of the 
market economy. It is for this reason that 
the intervention of the state becomes essen¬ 
tial. Adam Smith recognised this in Book 
Five of his Wealth of Nations, wherein he 
underscores the responsibilities of the 
‘sovereign or commonwealth’. Modern 
capitalist economies recognire iheK limits 
(of the market mechanism) partly as 'exter¬ 
nalities’ (roads et al) and partly as social 
infrastructure (education, health et ai) to be 
provided as ‘public goods*. Even in the US. 
as per a recent estimate made by the Inter¬ 
national Business Week, some 3S per cent 
of the GDP is spent by the federal and the 
state governments and the local authorities 
(like, say. the city of New York); and the 
same conKrvative journal has complained 
of the ‘tottering’ infrastructure in the US and 
argued for heavier public spending for im¬ 
provement in the quality and supply of theK 
‘pubjic goods’. 

Kurien's analysis of the types of economy, 
rudimentary, village, capitalist and post¬ 
capitalist, is not only incisive, it is an ex¬ 
tremely simple way of explaining highly 
complex production relations and their fall¬ 
out effects. Kurien has the ability to explain 
in simple terms extremely difficult concept.^ 
and their application to real life. 

It is in this context that Kurien’s analysis 
of the economic development of India, from 
the pie-colonial era to the post-independence 
period, is fascinating. He is able to rake the 
scattered evidence, from the jig-saw puzxle 
of Indian history, f^rom the mediaeval era to 
more recent times, and pul all the pieces in 
proper place, in terms of the different types 
of ‘economic agents’ within tlw economy, 
and the organisation of production at dif¬ 
ferent stages of Indian history. For, the 
economy can only move in terms of the 
functioning of different agents of produc¬ 
tion. The state also is an economic agent— 
apart from houxholds of different types, 
entrepreneurs and Finandefs-both becaux 
(in India, as elsewhere) it owns enterprises 
but also becauK it has to diKhaige many 
respofuibilities which ^ne make improv¬ 
ed production activity possible. 

PostCapitalisi Soctetv 

Kurien’s analysis of the evoiution of 
markets, their importance and their limits, 
is also of great significance for contem¬ 
porary thought. He has very rightly regret¬ 
ted the dedsion of the erstarhile communist 
regimes to dispenx with the market 
altogether, and to depend entirely on a cen- 
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V pMnictioii Md <toribii|ioii. The oemnl 
command syMm deienenied into • colossal 
(and frightful) bureaucracy over time. But 
ihm was neither necessary nor even part of 
the Marxian ideology. Before Kurien. Oscar 
Lange had worked out a model for socialist 
economies with a functioning market 
system. Of late. China has been moving in 
that direction though one could aigiK that 
tome part of Chinese reform is likely to ac¬ 
centuate inequalities to a degree that may 
be incompatible with socialist development. 
Be that as it may; we really have very little 
information about what is really happening 
in China. The brief point is that there must 
necessarily be some limits to the function- 
irtg of the mu-ket—indeed, there are severe 
limits to marketisation even in the most 
diehard capitalist countries like the US— 
and that it is possible to combine socialism 
with a nwket system. Kurien calls this socie¬ 
ty a pcHt-capitalist one, which need not 
historically follow full-blown capitalism (as 
envisaged by Marx). In fact, as suted earlier, 
the Marxian ideok^ was translated into ac¬ 
tion in pre-capitalist societies like Russia in 
1917 and China in 1949. 

Is a post-capitalist society possible in In¬ 
dia? Kurien’s answer is in the affirmative; 
though he has been careful to state that it 
is only within the bounds of possibility, not 
a ilevelopment which is a certainty or even 


GOntai, acvatal hurdles in (he way; the most 
intportam being the increasing spread of 
Corruption’ in the Indian economy, which 
is infectious, and the increasing dependence 
of the state apparatus on forces of ’internal 
security’ which, with thdr sophisticated 
weaponry, have their own logic of growth 
(validating Rukinson's Law on the subject). 
On the other hand, it is precisely these forces 
that led to the Chinese Revolution. However, 
a possible result is the emergence of a dic¬ 
tatorship running the country with an in¬ 
crease in the forces of internal security with 
the support of the money power of a few. 
This would be tantamount to the emergence 
of a fascist dicutorship. History is replete 
with stories of civilisations which have 
vanished from the face of the earth; nor have 
the geographic boundaries of riountries re¬ 
mained the same for ever. The increasing 
trend of centralisatkHi of authority carries 
with it the danger of a break-up of the 
country. 

On the other hand, it is also po^ble that 
rhetoric about the need to decentralise may 
lead to actual devolution of authority: and 
if that happens, a mote humane society with 
significantly reduced ex|doiution of man by 
man may yet emerge; How precisely that 
could come about need not be debat^, for 
it is the essence of dialeaics that new situa¬ 
tions arise from time to time, as a result of 


elemaits and with ether human MggL 
The possibility (mr otherwise) of geffiiiig 
India to transform herself to a pon-capitaHit 
economy, is not what one needs to nole 
about the superb clinical analysis of (he In¬ 
dian economy, as it has evolved over the 
yean, given by Kurien. His ‘interpretative in¬ 
troduction* to the concept of the Economy', 
and his dissection of the Indian economy in 
the light of his theoretical eeposition, emerge 
as a seminal piece of work, whidi deserves 
careful study not only by all social scientistt 
but also by dl policy-nutkers who proCess to 
concern themselves with poverty in India 
and the growth of the Indian economy. After 
all. coming to think about it, poHtieal 
democracy is only the first step; genuitK 
democracy requires a democratic society, 
which in turn goes back to the postulate of 
egalitarianism in the functioning of (he 
economy. If we wish to have a genuinely 
democratic society, we cannot have a system 
without equality of opportunities for every 
chixen, and a minimum provisioning of the 
material needs of every worker (and, of 
course, of all the young, the old and'the 
disabled in society). Kurien’s exposilion of 
post-capitalist development explores in 
essence ways to attain a genuinely 
democratic society, where there is emphasis 
on ceruun limits to the functioning of a 
freewheeling market system. 


COMMUNITY DEVELOPMENT PROFESSIONALS 

Gdrlian Cooperativo Corporation Ltd (GCC), astabikshed in 1956, la an undertaking of the State Qovemment of Artcffira Pradeah. 
Tha main aim of the Corporation is Socio-economic upiiftment of tribais. Themajor aclMlias are procurement and marketing of minor 
forest produce and agriculture produce, distribulian of esserdial cominbdilies, loaning, etc. Through a network of 2 Regjonai offlees, 
11 Divisional offices, 40 Branch offices and 800 DR Depots, 2300 employees of the Corporation are actively engaged in the aervice 
of nearly 2 million tribais. 

T)w (^rporation has initiated a scheme lor developing the capabililiee of tribais, throogh Qirfft, saif-fwlpand cooperation. The achame 
envisages provision of ssnrices of highly talentsd wid skilled young prof eeel onels to the trlbele Hi hny. rarrxrte and.ihaesesible eraae 
inAndhraPrBdesh.EachCotnmunityCoordlnaior(CC),shallberaspamibtetobnpiamenlthasohemeHihisaieaofdparation, thraugh 
e Community Coordination Team (CCTT), to beorsjanisad and commls^oned by the Coordinator hknaall. The aeheme has prowWon 
fOrnominat flnanciat assistance (or various davalopmantalinillativaa. Hewavar, such provision is meant only to be tddiaadasaprindng 
force and sidrsequent funds are to be generated from the existing schemes of Government and other agencies andaiao from the 
commmity. We will be glad to provide more dstail^pn specific request, from the interested eandktates. 

The CC is the kingpin in the entire scheme. The assignment demands high dsgree of honesty. Integrity, and ability to eoneaptualise, 
good interpersonal relations, exceilent oral and written communication skills, and ability to function affactively in an uncertain 
snvironmant. Tha selected candidates shall be requiradtostayinramotearaaswithlackofmatsrialamanitias. butwarmthoOtospHality 
of innocent tribais is guaranteed. 

To carryout this demanding and challenging assignmant, tha Corporation has tantalivaly chosen to seek appHcations from the post 
graduates - either fresh or Alumini of the reputed institutions of managemsnt / social work Hka IIMs. IRMA TISS. XISS. FMS, IIFM, DSSW, 
HTs. llSe> ate., 

Tha assignment is purely on contract basis tor a period of 3 years, prefbisd by a 3-4 months training period. The gross salary would 
be about Rs. 3,200/- for fresh graduates/post graduates and Ngher salaries can be eonsidarsd for candidatas with relevant additional 
quaiirications and/or experience. 

The interested carxidates are requested to address thsir application, aicngwith a detail resume to the (oHowing address, within 15 days: 
Vice ChairnuHi * Managing Director, (^irljan Cooperativo Corporation Limited, 

Eaet Point Colony. Viaafchapatnam - S30 023. Andhra Pradeah. 

Vice Chairman & Managing Director 

OTs Girijm Cooporativo Corporation Limitad 
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POTOMAC MUSINGS 


In No-Man’s-Land 

Deena KJialkhate 


The timidity of both Bush and Clinton in dealing with the real 
issues facing the economy is a manifestation of the deep malaise 
of the American political system and its democratic pretensions. 


THE intellectual slum and slime together 
with riff-raff of liars, lawyers and law¬ 
makers boomeranged on president Bush, 
forcing him into discussing one single issue 
that agitated the American electorate and 
which he had been shying away from—the 
faltering and flattening economy which is 
supposed to have emerged from the reces¬ 
sion but without gelling into the gear of 
economic recovery. The tattered economy is 
what Bush has achieved during his four years 
of presidency with his lips flipping ‘no new 
taxes' and flapping ‘actual tax raises’. The 
Census Bureau has come out with figures 
of income growth and distribution which ate 
as bad as what the ‘voodoo economics' 
derided by this same president four years ago 
would have brought about. The real median 
family and per capita income declined last 
year for the second year in succession. The 
poverty rate is up for the .second year in a 
row, from 12.8 per cent in 1989 to 14.2 per 
cent; for children, who now make up more 
than 40 per cent of America's poor, it reach¬ 
ed 21.8 per cent. Unemployment has been 
hovering around 7.2 per cent, but the figure 
is deceptive. 1'hc published figure allows for 
the normally employed labour force, but 
there is widespread disguised unemployment 
in America today which is reflected in the 
employment of highly skilled and highly 
educated persons in less skilled occupations. 
A Harvard MBA is slugging away as a 
salesman, an MIT eiigincei is selling houses 
in the real estate market, a computer 
engineer is engaged in word processing and 
an economist is preparing statistical tables 
and collecting books from libraries for his 
mentors. If they were to wait for their 
deserved dessert, they would have to staive, 
sniff drugs or burrow against an uncertain 
future leading to an increase in the 
household debt. 

The American administration followed 
simple remedies to solve difficult economic 
guestions. I'hinking that private investment 
was lagging because of interest rates, the 
federal Reserve brought short-term interest 
rates down lO the krwest level since 1973. Yes, 
short-term interest rates have fallen, but the 
recovery has been weak and slow and may 
well fail in the end. The lower short-term in¬ 
terest rates have created almost a crisis in the 
loreign exchange markets, pulling down the 


dollar. With higher interest rates in 
Germany. LlK and Japan, the dollar has had 
to depreciate to make up for the interest rate 
differential. American monetary policy has 
thus reached a cul-de-sac interest rates can¬ 
not stay put, or decline further, or go up. 
The depreciated dollar is raising the cost of 
imports and fuelling inflationary expecta¬ 
tions. which in turn are fed into the upward 
pressure on long-term interest rates. Since 
long-term interest rates are the ial lever for 
long-term investment, the prospects for such 
investment are becoming dimmer, thereby 
threatening the economic recovery. 

And yet president Bush and his Demo¬ 
cratic successor are shadow-boxing, evading 
the main issues. In his acceptance speech at 
Hou.ston, Bush had announced that he 
would reduce the budget deficit by rcduc- 
iitg taxes, particularly the capital gains tax; 
he later dithered. After declaring from the 
podium “taxes never, or ever”, he and his 
cohorts had to make out later that he had 
not quite said ‘never’ in regard to taxes. Well, 
it was suggested, the promise to cut taxes 
held if spending was reduced corresponding¬ 
ly. Now, if taxes arc reduced in proportion 
to spending cuts, the deficit is not plugged. 
It remains where it was. Nobel laureates 
Modigliani and Solow have hauled president 
Bush over the coals for his gimmickry which 
they described as far-out even beyond 
‘voodoo economics’. 

But president-elect Bill Clinton has been 
equally evasive. Though his is a little more 
concrete plan of action insofar as he is at 
least talking in terms of income transfers 
from the wealthy for new investment, he too 
is treating the fiscal deficit as a holy cow. 
It has now been widely recognised that dur¬ 
ing the I2 years of the Republican regimes 
of Reagan and Bush, public investment in 
social infrastructure-education, transport, 
commmication and health—has been 
criminally neglected. The question is: where 
are the resources to augment this invest¬ 
ment? And here the issues of additional tax¬ 
ation as well as the role of the government 
acquire crucial importance. The govern¬ 
ment’s reach has increased during the 
Republican rule, but not for enhancing 
public investment. Education is languishing, 
the nation’s school teachers have gone 
without a pay rise for the last two years. 


American roads and other infrastructure 
have deteriorated to the point where new 
private investment will not generate produc¬ 
tivity growth. And yet the industrial and 
banking tycoons ate running away with 
financial packages worth millions of dollars 
even when they are fired for mismanagement 
or illegal money laundering. 

The timidity of both Bush and Clinton in 
facing the real issues of the time is a 
manifestation of the deeper malaise of the 
American political system and its democratic 
pretensions. The party system has worked 
in the past and may work even in the future 
But it has now reached a critical point. The 
two-party democracy has degenerated into 
a ‘dictatorship of partisanship’ under which 
the electorate is held hostage to the vagaries, 
whims, skulduggery and pork-barrelling of 
pany politics. The Republicans, though they 
were the ones to popularise the slogan that 
there was no such thing as a free lunch, mis¬ 
led people that they could have a com¬ 
fortable living without having to pay for it. 
The Democrats do not have the spunk to say 
that without tax increases no public invest¬ 
ment would materialise and the American 
economy would limp along with neither 
growth nor stability. Economic policy in 
today’s .America is no-man’s-land. 

Both the parties have convinced the 
American people that tax-paying is a sin, 
without telling them that public investment 
cannot be raised without additional taxes. 
The Democrats are only tinkering with the 
capital gains tax and some transfer from the 
rich to the poor. The real assault will have 
to be on gas and other consumer goods. A 
simple lO cent tax on gasoline will fet^'h over 
SI 10 billion per annum. However, having 
misled the electorate about taxes, no one has 
the courage to come out with the truth. The 
.same way, if public investment is what the 
American economy is hungry for, there is 
a strong case for government intervention, 
but who will bell the cat? In the meantime, 
the budget deficit is increasing in geometric 
progression to reach a third of a trillion 
dollars, with all its horrendous consequences 
for the national economy and the inter¬ 
national monetary system. 

The president-elect summoned economists 
and businessmen in a grand talk-show after 
the fashion of the American media. What 
he heard there was what he would not like 
to talk about. He realises that what one 
stands for depends upon where one sits. He 
is now in the hot seat of the president of the 
United States of America. The imperatives 
of a structural change in the economy and 
reduction of the budget deficit have to be 
reconciled. So the time has come for him to 
shift from the cuckoo world where he thrived 
during the presidential elections to the real 
world of people and problems. 
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NEW DELHI 

1993-94 Budget: Opportunity for the 
Opposition 

BM 

The implementation of the structumi adjustment programme has 
run into serious snags and the budget for 1993-94, to be presented 
in a few weeks, should be expected to bring matters to a head. 


THE fall-out of Ayodhya on the so-called 
economic reform programme is continu¬ 
ing to be a subject of intense and wide- 
ranging debate within the government as 
well as among political parties and in the 
academia and the media. Considering the 
proximity of the budget for 1993-94. the 
debate is naturally getting focused on 
what the union finance minister. Man- 
mohan Singh, has up his sleeve. 

Significantly, the principal concern 
which figures most in this debate is over 
the flow not so much of credits from in¬ 
ternational financial institutions and on 
bilateral basis from foreign governments 
as of direct foreign investment. It is 
assumed, and this assumption has been 
fortified by the campaign by the votaries 
of economic reform both inside the coun¬ 
try and abroad, that the international 
financial institutions can be relied upon 
for the necessary ‘safety net’ for the 
government headed by Narasimha Rao. 
That the US embassy in India went to the 
extent of openly intervening with the BJP 
leaders for ‘insulating’ the party’s political 
opposition to the government from any 
adverse impact on the economic reforms 
was quite significant. The divergence of 
opinion in the relevant quarters is thus 
about the possible slow-down of direct 
private foreign investment. Foreign in¬ 
vestors, it is now being argued, will await 
the presentation of the budget for 1993-94 
before they can be persuaded to move 
briskly into the Indian market. Since even 
before the Ayodhya developments foreign 
investors were still waiting and watching 
for India to be ready to receive foreign 
direct investment in a big way. the fresh 
inhibitions on their part are being taken 
rather stoically in official and business 
quarters. 

The union budget for 1993-94 has, 
therefore, become even more important 
and crucial in the scheme of things for the 
economic reform programme. According 


to the time-table laid down by the 
IMF/World Bank combine, the budget for 
1993-94 was expeaed to complete, by and 
large, the integration of the Indian econo¬ 
my into the global economy and to move 
it on to the market-oriented high growth 
path. This expectation and the calcula¬ 
tions behind it have now to be revised and 
updated somewhat. While even the stabili¬ 
sation of the economy has eluded the 
framers of the structural adjustment pro¬ 
gramme, the country has run into an acute 
political crisis. The situation has indeed. 
become reminiscent of early 1991 which 
led to the postponement of the presenta¬ 
tion of the budget for 1991-92. 

it is possible that the present govern¬ 
ment may be able to survive for a while, 
but its ability to frame a worthwhile 
budget for 1993-94 really stands crippled. 
If the government headed by Chandra- 
shekhar had to be propped up by the Con- 
gtess(l) during the first half of 1991, the 
present government has to rest on the 
uncertain crutches that some of the op¬ 
position parties, in particular the two 
communist parties, are expected to pro¬ 
vide even though they are outspoken 
opponents of the economic reform pro¬ 
gramme. The Congressfl) had chosen in 
1991 suddenly to pull the rug from under 
the Chandrashekhar government and had 
prevented the presentation of the budget 
for 1991-92, the grave balance of payments 
crisis notwithstanding. This was widely 
r^arded as irresponsible. The non-rjP 
opposition parties may not go so far now. 
but they are expected surely to press 
demands which will severely curb the 
freedom of the government in framing the 
budget. The' Rao government is in no 
position to push ahead with many of the 
economic reform measures to which it is 
committed. It has thus been put in an in¬ 
vidious position—not only is its economic 
reform programme in the danger of being 
stalled in the crucial year of its implemen¬ 


tation, its political position too is bound 
to be further weakened. This will be so in 
spite of the benign attitude of the foreign 
creditors towards the government and the 
ambivalence of the opposition political 
parties which, while they have strong 
reservations about the economic reform 
programme, are not willing to vote the 
government out for fear of having to go 
to the people for a fresh mandate, which 
exerci.se they regard as uncertain for 
themselves in the present surcharged 
political environment. 

At>v» Rst Impact 

Those who are hoping that the support 
of the opposition parties for the govern¬ 
ment will continue indefinitely regardless 
of their strong objections to the economic 
reform programme are, however, being 
naive. They do not seem to reckon Tvith 
the wide-ranging adverse impact of the 
reform programme on the working people, 
the middle classes and even segments of 
business interests and the growing mass 
discontent that this is bound to generate 
not only against the government but also 
the parties supporting it. the advantage of 
which will be garnered by the BJP which 
they hope to keep at bay. The opposition 
parties, especially the left parties, cannot 
afford to be indifferent to the loss of their 
own popular support bases in the present 
political scenario. 1'heir tactics of being 
willing to bark but afraid being to bite is 
likely to hurt them badly. The left parties, 
for instance, have no option but to side 
with the organi.sed white and blue-collar 
workers who have been resisting the so- 
called exit policy and large-scale retrench¬ 
ment of workers and closure of fac¬ 
tories which is already under way. The 
Janata Dal, on its part, has to consolidate 
its mass base by pressing for the imple¬ 
mentation of reservation of ;obs for back¬ 
ward castes, especially aftei this demand 
has been so clearly upheld by the Supreme 
Court. The notion that all the parties will 
protect the Rao government from the BJP 
onslaught at all costs is simplistic This is 
so not only because of the nature of the 
political crisis that has erupted, but also 
because the government’s economic 
policies have failed to yield results in the 
more than a year and a half of its ex¬ 
istence Manmohan Singh, as he prepares 
his budget for I993-94, must therefore be 
finding it difficult to balance the 
budgetary sums and carry conviction with 
cither the hectoring foreign creditors or the 
demanding vested interests in the country. 
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Reduction in non-deveiopmeni, espe~ 
aitfy administnuivc; expenditure bos fail¬ 
ed to materialise. Successive reductions in 
the fiscal deficit, as demanded by the IMF. 
has resulted onty in the slashing of 
development expenditure. The stock- 
market scam together with the political 
uncertainty has blocked the raising of 
lohns from the domestic market by public 
sector undertakings. The budgetary 
balance has, therefore, become difficult to 
maintain with even the much-advertised 
pick-up in revenues from direct or indirect 
taxes. The desperate bid to raise revenue 
by selling the equity of public sector 
undertakings has not yielded the anti¬ 
cipated fund.s. On the expenditure side, it 
has not been possible to cut subsidies to 
the necessary extent. The food subsidy is 
likely to increase to Rs 7,000 crore. The 
government is slipping on targets for 
foreign exchange reserves as well as money 
supply. Investment in the infrastructure 
sectors of power, crude oil, coal and 
railways is way behind targets. 

Any meaningful Plan-budget relation¬ 
ship has thus completely broken down. 
The Planning Commission has been try¬ 
ing to put together an annual Plan for 
1993-94, the secon^i year of the Eighth 
Five-Year Plan. As again.st a less than S 
per cent increase in outlay for the current 
year's annual Plan in the public sector 
compared to the previous year, the Plan 
outlay next year is proposed to be step¬ 
ped up by 10 per cent. This will call for 
an incnea.se of 1.5 per cent in the budgetary 
support for the Plan. The finance minister 
is hard put :o find resources for such an 
increase. It is also likely to be frowned 
upon by the IMF/World Bank combine. 
If there has been buoyancy in revenue col¬ 
lection from taxes in the first three 
quarters of the year, it is not likely this will 
be the position in the last quarter. For the 
coming year, the mounting pressure for 
reductions in direct taxes on individuals 
and corporations will constrain the scope 
for raising additional resources. Business 
interests are asking for a reduction of cor¬ 
poration tax to 45 per cent and personal 
taxation to 40 per cent and their demands 
cannot be easily brushed aside. Organised 
workers are in a position to thwart possi¬ 
ble 'austerity' measures, such as a DA 
freeze. 

Pin us Dm MM AS 

It IS a facile belief, therefore, that it is 
possible under the present policy dispen¬ 
sation to find surpluses simultaneously for 
socially-oriented development and moder¬ 
nisation, for the satisfaction of the con- 
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sumerist denuuKts of the upper classes 
and for poverty ailevialion. The imple¬ 
mentation of the structural adjustment 
programme has run into serious snags. A 
host of policy dilemmas have arisen and 
it is not surprising that even those in 
politics, the academia and the media who 
to begin with had supported the pro¬ 
gramme are beginning to raise questions. 
It is time for social and political forces 
committed to the revival of India’s socio¬ 
economic development on the basis of 
self-reliance and equity to assert them¬ 
selves and to secure the reversal of policies 
which have pushed the Indian economy 
into the mire of stagflation and a foreign 
debt trap. 

The coming budget should be expected 
to bring matters to a head. A few sops or 
postponement of some measures to soften 
opposition to the reform programme may 
be expected. But such moves cannot go 
very far. The need is for the thrust of the 
budget to be drastically changed with the 
emphasis on mobilisation of domestic 
resources for development and regulation 
of the current consumption of (he upper 
classes. The need is for a Fiscal policy 
which relies on direct taxation of incomes 
and wealth on a sharply progressive basis 
for raising resources and an expenditure 


pattern which gives priority to the oet' 
tion and expansion of soda/ assets and 
social consumption together with direct 
subsidisation of the essential consumption 
needs of (he poor. The budget for I993'94 
can and should be made the focal point 
for a meaningful realignment of poUtical 
forces which have been, by d^ign or 
default, engulfed by the disruptive mandir- 
masjid imbroglio It would be most harm¬ 
ful if the left and centrist parties and the 
social and economic interests they rqm- 
sent gel so disoriented as to let the govern¬ 
ment cany through its arrangements with 
the IMF/World Bank combine That can¬ 
not be the way to combat the communal 
danger or preserve the secular character 
of the Indian state Any joint front of the 
left and centrist parties with what has 
been rightly described as the ’pale saffron’ 
Congress party actually lets the initiative 
go complMdy into (he hands of the BJP. 
The coming budget provides the oppor¬ 
tunity to secular and progressive social 
and political forces to regain the initiative 
in Itw shaping of political alignments in 
a fast-changing and complex social and 
political environment. The question is 
whether the parties representing these 
forces will have the nerve and the far¬ 
sightedness to do so. 
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««Sr BENGAL 

Shift in Political Alignment 

Ajit Roy 


At this critical juncture, its potential role as the central fulcrum of 
national opposition to the bankrupt Congressfl) regime demands 
some very important remoulding of the CPl(Mys style of work 
and rule in West Bengal. 


SHARP polarisation between the CPI(M) 
and the Congress(I) in West Bengal with 
unprecedented mass mobilisation under 
the rival banners, at the same time increas¬ 
ing collaboration between them at the na¬ 
tional level against the menace of BJP’s 
communal threat, consolidation of the 
CPl(M)'s direct base accompanied by a 
relative isolation from its allies and 
non-party supporters in West Bengal, 
simultaneously with the Left spectacular 
breakthrough among the working class in 
the Hindi-speaking heartland—these are 
some of the seemingly contrasting develop¬ 
ments which have to be correctly recon¬ 
ciled for a proper understanding of the 
unfolding events. 

The second half of November was 
packed with some high-voltage events. It 
began with a serious clash between a large 
mass of the local people organised by the 
all-party citizens’ committee and the local 
police at a small village called Harihar- 
para in the Murshidabad district of West 
Bengal and the month closed with the Left 
Front’s rally in Calcutta, undoubtedly the 
biggest in the history .of this ‘city of 
processions’. In between there were some 
less dramatic, but by no means humdrum 
developments. 

The clash between the local people and 
the police at Hariharpara on the West 
Bengal-Bangladesh border sprang, accor¬ 
ding to non-CPI(M) circles, out of (heir 
exasperation and indignation arising from 
the local police station’s long-term collu¬ 
sion with local loughs, against which the 
local people, including the supporters of 
the ruling parties, have been agitating for 
a long time. The provocation for the 
police firings, according to the official ver¬ 
sion repeated by chief minister Jyoti Ba.su, 
came from (he violent attack against the 
policemen, in which firearms bad been 
reportedly used. Till he was compelled by 
tiK pressure of public opinion, Jyoti Basu 
continued to reject out of hand the de¬ 
mand for a judicial probe, while the high 
police officials sent to the spot for in¬ 
vestigation fully corroborated the police 
version and even flaunted some rather 
flimsy evidence in its support. As the 
CPI(M)'s front partners distanced them¬ 
selves from the stand taken by the chief 


minister and the party’s state leadership, 
the indefatigable Mamata Bannerjee 
plunged into the fray with her usual gusto. 
After rounds of local actions in various 
parts of the state, she organised a state¬ 
wide bandh which achieved a degree of 
success which for years now has been 
a$.sociated with CPi(M)-led exercises only. 

Spurred on by her initial successes, 
Mamata Bannerjee gave the call for a 
mass rally at the Calcutta Brigade Parade 
ground, where the last Congress (I) 
mobilisation had taken place about a 
decade back and with the late Indira 
Gandhi as the star attraction. In the event 
the rally, held on Nowmber 25, was a 
striking success. Some newspapers even 
called it the biggest mass rally held so far, 
which, however, was an racaggctaiion. But 
(he scale of mass particioation, achieved 
at the initiative of a faction leader with 
only the belated and half-hearted assis¬ 
tance of the official state Congress was 
indeed a remarkable phenomenon. 

This mass mobilisation was accom¬ 
panied by two other events. First, enthrall¬ 
ed by her achieved success and elated by 
the spontaneous mass adulation at the 
meeting, Mamata Bannerjee announced 
from the dais her decision to resign from 
the union council of ministers in order to 
concentrate all her energy for leading the 
crusade for the ouster of the CPI(M) from 
office in West Bengal. Second, some of 
her never very disciplined admirers cele¬ 
brated their success by burning down or 
otherwise damaging a large number of 
public transport vehicles on the streets. 

The CPI(M) immediately responded to 
both the developments. It promptly 
shifted a mass rally convened earlier for 
November 27 by two days for ensuring a 
huge mobilisation as also in response to 
its front partners’ pleas who wanted to be 
responsible co-sponsors. Simultaneously, 
in protest of vandalism against public 
transport vehicles, the transport workers’ 
unions under the CPI(M) and Left par¬ 
ties’ leadership decided to withdraw buses, 
mini-buses and (ramcars from the street 
the next day. 

Signiftcantly; on the national plane, just 
as Mamata Bannerjee’s followers were 
making their unexpected triumphal ap¬ 


pearance in the Calcutta maidan. Left 
trade unions with the CPIfMJ’s CITU at 
their head were making minor history at 
the New Delhi Boat Club lawns; about 
half a million industrial workers, with a 
very large component of Hindi-speaking 
persons from the adjoining states were 
marching on the streets of New Delhi on 
their way to (he rallying point to mark 
theii opposition to the government’s 
economic policies as well as the BJP- 
VHP’s divisive and diversionary politics. 

Belying all speculation and anti-com¬ 
munist fond hopes, the Left Front’s 
counter-rally on November 29 was not 
only much bigger than Mamata Banner¬ 
jee’s record rally, it was indeed a historic 
mobilisation, it definitely surpassed the 
previous peak marked by the gathering on 
the occasion of Krushchev and Bulganin’s 
visit to this city in 1935. Needless to say. 
the call for the withdrawal of the public 
transport vehicles earlier also met with a 
pervasive response. 

The political alignment in West Bengal 
at the end of the November shake-up 
reveals a few notable shifts, namely: 

(i) Although the CPI(M) has been able, 
principally by dint of its determined 
organisational drive, to activate its very 
large ranks and periphery (with ample use 
of its privileged position in the state ad¬ 
ministration), there are no signs of (he 
party being able to mobilise any social 
segment beyond its demarcated periphery. 

(ii) The Congress(l), or more precisely its 
Mamata Bannerjee part, was clearly able 
to activate and mobilise large masses from 
both the urban and the rural sectors which 
had for a long time been indifferent to if 
not critical of it. 

(iii) While some marked symptoms of 
inter-party differences over the Harihar¬ 
para events had surfaced within the Left 
Front, at least till the challenge under the 
Congress(l) banner compelled the Front 
partners to close ranks, Mamata Banner¬ 
jee, for her part, was able to bank upon 
the direct or indirect support of a very 
large spectrum outside the Congress 
periphery, stretching from the far-Left to 
the BJP on the Right. 

(iv) Finally, Mamata Bannerjee’s 
audacious challenge to the CPI(M) and 
the tremendous response to it have created 
acute consternation in the anti-Mamata 
factions in the Congress(I), including the 
official leadership, and pushed them into 
a chastened mood. Already dubbed by the 
Mamata faction as CPI(M)'s fifth column 
in the party, they may now be drawn into 
competitive anti-CPI(M)-ism. 

Engaged, as it is, in a political duel with 
the Congress(l), the CPI(M) in West 
Bengal should, however, display a greater 
sense of judgment. The withdrawal of 
public transports on Nqvember 26 was 
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im>re i~disp1iiy'of ili-^nsidm pique 
than responsible statesmanship. The 
preceding three days had .seriously upset 
the normal tenor of life in Calcutta and 
its suburbs~lhc first two days on account 
of the closure of shops and establish¬ 
ments, called by trade associations in pro¬ 
test of some government regulations, the 
third day due to the huge mass of Con- 
gress(l) supporters taking hold of the city 
stieet.s. Right on their heel, the withdrawal 
of public transport on November 26 led 
to a severe strain on the daily life of the 
common people. This over-taxation con¬ 
tributes to the building up of a sense of 
disgust in the mind of the relatively 
backward mass against the political pro¬ 
cess itself, which ultimately helps reaction. 
The Congress(l) vandalism could perhaps 


RECENTI.Y an Integrated Shrimp Farm¬ 
ing Project (ISFP) involving the lease of 
4Q0 hectares of land to a joint venture of 
the Tatas with the government of Orissa 
has been in the thick of a major contro¬ 
versy. This project has come under heavy 
criticism for its adverse impact on the 
livelihood of local fisherfolk and on the 
environment of Chilika Lake. 

Past experience at Chilika Lake has 
already exposed the falsehood of the long- 
cherished myth that once big money 
comes into an area some benents are also 
bound to reach the weaker sections—the 
so-called trickle-down effect. The grim 
reality is that the weaker sections may not 
even remain to absorb the trickle as the 
entry of big business and other outsiders 
displaces them from the traditional oc¬ 
cupation. Chilika is by no means an 
isolated example of the entry of big money 
in prawn culture. A recent report in 
Business India from Nellore (Andhra 
Pradesh) says that big money entre¬ 
preneurs arc flocking here for prawn far¬ 
ming. Big names like the Thapars and the 
Nagarjuna group have already arrived and 
the price of land has gone up from 
Rs 3,000 to Rs 70,000 a hectare. By 1994 
Nellore is expected to have 25 projects in¬ 
cluding DCL Maritech’s Rs 36 crore pro¬ 
ject at the fishing harbour of Krishnapat- 
nam; Sharad Sea Food.s’ Rs 45 crore pro¬ 
ject at Venkannapalem and Alsa Marine’s 
Rs 40 crore project at Iskapallc. 


have been exposed mom teflingly by dis¬ 
playing the damaged vehicles at a central 
place. 

More importantly, the CPl(M) leader¬ 
ship has to realise that at the present 
critical junctures its potential role as the 
central fulcrum of national opposition to 
the bankrupt Congressfl) regime demands 
some very important remoulding of its 
style of work and rule in West Bengal: it 
has to give up its high-handed and short¬ 
sighted administrative conduct, get dis¬ 
tanced from the corrupt and muscle- 
flexing elements within and in the peri¬ 
phery of the party and should be seen as 
an embodiment of its proclaimed political 
values. 

fThis article was written just before the destruc¬ 
tion of the Babri masjid.] 


This is moreover only one part of a na¬ 
tionwide trend. As The Hindu reported 
recently (October 22) “Aqua culture 
shrimp farming is fast emerging on a 
major organised industry attracting vir¬ 
tually anyone with the money to take a 
plunge into this mine of ready foreign ex¬ 
change. .. Already an investment commit¬ 
ment estimated at Rs 2,000 crore has been 
made by some of the big business houses, 
small investors and non-resident Indians. 
A veritable production boom is on the 
cards in next two years.” However, the 
same report also warns about the ex¬ 
perience of other countries, “Overstock¬ 
ing. an essential feature of intensive 
farming and pollution caus^ by use of 
unacceptable antibiotics to control 
di.seases of shrimps cost Thailand heavi¬ 
ly in 1989-90". Some representatives of big 
business have also tallged about the need 
to learn from the mistakes of these coun¬ 
tries and avoid indiscriminate exploitation 
of intensive farming. 

The If T^P type of projects get approved 
sometimes merely brcause a wrong com¬ 
parison is made—the low yield of the 
traditional technology as existing in some 
villages versus the promised high yield of 
the new technology. Nothing in toween 
is considered. The possibilities of work¬ 
ing with the traditional fisherfolk, help¬ 
ing to remove their manifold problem and 
improving yield on this basis without 


bringing in very costly technology ii 
generally not being considered. 

Pointing out some of tlw most impor¬ 
tant causes of concern on Chilika Lake, 
a research paper says, “Rapid siltation, 
decreasing salinity and explosive growth 
of macro-phytes turning them into weedy 
proportions are accompanied with a 
number of other changes which are a 
cause of concern for the future of the 
Lake Chilika. Most important among 
them are the decline in fish yields and 
shrinkage of lake area. Various estimates 
show that since 1925, the lake area is 
decreasing by 1.45 to 1.6 sq km per year. 
This is largely attributed to siltation in the 
northern sector as well as massive recla¬ 
mation of marginal areas for agriculture, 
aquaculture, salt-pans, construction, etd’ 

To these should be added the changes 
emanating from the lack of proper land 
settlements and the resulting confusion 
and conflicts. Even though the govern¬ 
ment has been earning massive revenue 
from fisherfolk for so many years, it has 
not bothered to regularise their rights and 
leases. The resulting confusion becathe 
worse after the lake waters became more 
lucrative with the increase of prawn ex¬ 
ports and the related prawn culture This 
brought mafia groups into the fishing 
business, whose help can be taken at a 
later stage by the bigger money interests 
to oust the fisherfolk from the lake area, 
or to terrorise the resistance movement, 
something which is already happening to 
some extent. So in some ways the plight 
of the fisherfolk actually worsened after 
the more lucrative opportunities of prawn 
culture opened up in the area. On the day 
I visited Chilika area, youth belonging to 
Gopinathpur, a village of fisherfolk, were 
being dragged out of buses and beaten up 
by a politically powerful group of people 
belonging to Rodong village who, our in¬ 
quiries revealed, had been trying to ukc 
over the fishing right over an area earlier 
fished by the traditional fisherfolks of 
Gopinathpur. Dozens of other such cases 
of violence to snatch away the rights of 
traditional fisherfolk have been reported. 

In such a grave situation tiiere are 
numerous possibilities of working with 
the fishing people which will lead to in¬ 
crease in the welfare of the fishing peo¬ 
ple This can also make available in larger 
amounts more prawns for export (and 
also more fish for local consumption). 
Single-minded pursuit of exports is not 
good in itself but it can certainly be woven 
into a programme for the overall welfare 
of fisherfolk and i(can be achieved in this 
framework without the heavy investment 
needed ‘for intensive qnd semi-intensive 
system of prawn Culture. This is certainly 
possible; asserts Chittaranjan Sarangi, a 
social activist who has bera attempting 


Chilika Lake Controversy 

Bharat Dogra 

The shrimp farming project at Chilika Lake, far from being a 
boon to the local people, will ultimately destroy their resource 
base and livelihoods. 
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■OMhingaloag these Hnes in the ChiUla vested interests. 

LnJte area. An orianisation of fisherfolk Matasya- 

With all its problems and controversies jivi Mahasangh has been formed. Then 

the Chiiika Lake area during the last one- there is the broader front called Chilika 

and-a-half years has also provided a fine Bachao Andolan. The movement was able 

example of a social movement in which to mobilise over 8,000 people to gherao 

the educated youth has joined hands with the state assembly in September 1991. 

the weaker sections of society to protect Then it mobilised people again to demo- 

ihe resource base without which thine can iish an embankment which had been il- 

be no future for the common people of legally constructed by the Ihtas despite the 

this area. The immediate aim is to prevent pressure of nearly 400 armed policemen. 

ISFP and similar projects from taking Soon after this when the activists tried to 

root in the area, the larger aim is to con- prevent the entry of bulldozers for the 

tinue to struggle for solving the other pro- construction of an embankment, the 

blems also. Another admirable aspect of police unleashed severe repression against 

the movement is that the leading activists them. Nearly 70 people were arrested, 
have made a deliberate effort to avoid Some were beaten so savai^ly in police 

becoming‘leaders’and making others the custody that they could not walk for 

‘followers’. While persons like Chittaran- several days, others were subjected to the 

jan Sarangi, Shrimati Dass, Sujata, worst humiliations. In the case of Chit- 

Govind Behera are known quite well for taranjan Sarangi who initially could not 

their grassroots work in the movement, be traced, his father, a gentle retired 

they have not allowed this position to government officiaL was arrested and kept 

come in the way of the process of joint in jail for a fortnight. Despite this tepres- 

decision-making. The movement has re- sion aiul even worse threats, the movement 

mained non-violent. It has not sought the is determined to save the resource base of 

help of any funding agency or any rich the chiidren of ‘Mother Chilika’. 


Growing Rural Unrest 

K P Kumaran 


sant struggle in non-tribal areas Ihurtha- 
sarathy gave a brief account of the chang¬ 
ing socio-political scenario and the resul¬ 
tant increase in social tensions between 
different stratas of the peasantry. Sreeni- 
vas, presenting a paper on Iblengana pea¬ 
sant struggles of the 1940s, broadly iden¬ 
tified the contours of peasant struggle 
especially with reference to the question 
of land redistribution and tried to relate 
it to the present movement by examining 
to what extent the one influenced the 
other. Uneven distribution of land has 
been an important factor for the agrarian 
struggles in India. In order to remove the 
defects of agrarian structure inherited 
from the past and to bring a more equita¬ 
ble distribution of land, Gopal Reddy in 
his paper suggested certain radical policy 
measures of ensuring ‘access to land’ to 
a large number of poor by way of acquir¬ 
ing land on lease from those who held it. 
The green revolution was identified as 
another factor for the growing tensions in. 
agrarian society. K Chakiadhara Rao ex 
amined the nature of modernisation that 
took place in Indian agriculture in recent 
years and its impact on different classes 
of peasantry in Andhra Pradnh. While 
the first three papers dealt with the pro¬ 
blems relating to the lower strau of the 
peasantry G Jegannathan discussed the 
problems and protest movements of the 
higher strata of peasantry in Ihmil Nadu 
in the context of the recent economic 


There is sufficient evidence to show that rural tensions are worsening policies in relation to agriculture produc- 


all over the country. What is the evolving nature of this unrest? tion and distribution resulting in the 

relative deterioration in the incomes of the 


farmers. 


INDEPENDENT Imlia inherited a multi¬ 
ethnic soq^y which is characterised by 
socio-economic inequalities among its 
constituent groups. Over the years, the 
govenunent has been making several at- 
tempu to bridge the gap among different 
social groups throu^ various measures. 
However, these measures instead of bridg¬ 
ing the gap have further widened this gulf. 
This is evident in the growing tensions 
among different social groups especially 
in the villages which is manifested in tlw 
form of protests, movements, craiflicts 
and violence. A national seminar-cum- 
workshop was organised at the National 
Institute of Rural Development, Hydera¬ 
bad, last March to discuss the nature of 
rural tensions and iu various contributing 
factors and to suggest remedial measures 
at the policy level so as to minimise rural 
tensions. 

The inaugural address by A V S Reddy, 
deputy director general, pointed out that 
caste and religion were inimical to demo¬ 
cratic functioning of the society and em¬ 
phasised the need to eliminate these two 
evil forces from the society for the pro¬ 
per development and peaceful coexistence 


of various social groups. The theme paper 
presented by K P Kumaran set the tone 
of the seminar by prantingout the general 
tendency to suppress rural tensions by 
treating them as law and order or ad¬ 
ministrative problems without sufTiciently 
undersunding their root causes. There 
was a need to critically oamine the nature 
of rural tensions in depth with a view to 
studying the social problems manifested 
in them. 

In the discussion that followed K 
Hargopal and Jose Kananaikil critically 
examined the nature of the prevailing 
social structure and stressed the need for 
restructuring social relations so as to 
remove certain forces which were detri¬ 
mental to the democratic functioning of 
the society. Although, several reform 
movements have been working towards 
this end. they have not succeeded in 
reordering society on democratic lines 
mainly because the existing set-up is not 
conducive to the healthy growth of 
democratic values. So they emphasised the 
need for action ppgrammes to develop a 
new social order. 

As an introduction to the theme of pea- 


An important issue which emerged 
from the presentation and discussed by 
the house in detail was the nature of 
growth processes and their relation to 
agrarian unrest. Reflecting broadly upon 
the issue, Parthasarathy attributed the 
major source of conflict to the distorted 
growth processes advanced as a result 
of ineffective implementation of land 
reforms. Further, he maintained (hat the 
manifestation of conflict is shifting in 
areas where growth has taken place. In 
green revolution areas, the tension is bet¬ 
ween landowning middle caste groups and 
the backward caste groups and the nature 
of conflict is a wage struggle rather than 
land struggle. Whereas in agriculturally 
underdeveloped areas, it is a land struggle 
and also a struggle for liberty and against 
bondage. Wherever, the fragmented 
labourers are organised their confronta¬ 
tion with landowning classes often leads 
to negotiation antf bargaining. While in 
areas where the proletariats are not 
organised as in backward areas, any con¬ 
frontation with the landlords results in 
atrocities. Reacting to the above formula¬ 
tions, Hargopal opined that depending 
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upon (he level of consciousness the kind 
of tension prevailing may vary from region 
to region. Citing examples from Andhra 
Pradesh he argued that in coastal Andhra 
tension is taking the form of caste con¬ 
flicts. in Telengana it is class articulation 
and in Rayalaseema it is factional. This 
point was further supported by Ikjdecp 
Pratihast by citing similar examples from 
other parts of Andhra Pradesh. K C Alex¬ 
ander explained the relation between green 
revolution, homogeneity of the rural pro¬ 
letariat and the growing agrarian tension 
in Ikmil Nadu and Kerala. He said that 
modern method of cultivation and irriga¬ 
tion absorbed large number of labourers 
from the neighbouring areas thereby in¬ 
creasing the population of rural pro¬ 
letariat in the green revolution areas. This 
homogeneity subsequently helped them to 
organise and articulate their problems 
more effectively. 

Problems confronted in organising the 
rural peasantry was another major issue 
deliberated upon by the house. Based on 
his experience in Kerala, Alexander outlin¬ 
ed the role played by the communist par¬ 
ties in organising the rural proletariat, 
while Kananaikil felt that there were only 
limited political choice.s available for the 
poor to organise. Moreover, if any attempt 
is made to mobilise people on a political 
platform, they arc either co-opted or 
pressurised by the existing political par¬ 
ty. However, Hargopal maintained that 
political parties failed to organise the poor 
more effectively. Was it not possible for 
an oppressed group to organise and arti¬ 
culate their problems on the basis of their 
consciousness without the presence of a 
political party and its intervention? 

While delivering his concluding remarks 
Rirthasarathy alleged that the state policy 
was contributing to absolute and relative 
deprivation, as also inter-caste and inter¬ 
regional inequalities which in turn 
culminated in growing unrest. So, in order 
to resolve these unrests, social change 
must be carried out on behalf of the 
underprivileged. Further, he added that 
unrest should not be seen with dismay, it 
should be seen as an opportunity to 
restructure social and economic benefits. 

ATWX II Its ON SCHEUUtEO CASTES 

P S Kristinan outlined the plight of the 
scheduled castes and (he nature of atro¬ 
cities inflicted on them. He said that as 
the scheduled castes were denied equal 
rights in terms of property, justice and 
human rights on pur with other groups, 
they became vulnerable to exploitation 
and brutal ma.ssacre such as occurred in 
Kizavenmani in Tamil Nadu, Pipra in 
Bihar and Chundiiru in Andhra Pradesh. 
Although, the mode of expkntation of (he 
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scheduled castes is similar, the modalities 
may vary from place to place. Under this 
theme six papers were presented. 

Ikking stock of the situation after 40 
years of independence Hargopal in his 
paper observed that the problems of civil 
rights of the scheduled castes remain 
unresolved. This he explained in the 
backdrop of the recent killings of schedul¬ 
ed castes in Prakasham, Karamchedu and 
Chunduru in Andhra Pradesh. Gopal 
Guru discussed the recent atrocities on 
dalits in Maharashtra. His study shows 
that in the recent years, tlie dalits parti¬ 
cularly in the Marathwada region are 
aware of their socio-economic and cul¬ 
tural rights and this awareness is resulting 
in a new consciousness which is instru¬ 
mental in breaking the cultural silence im¬ 
posed on the dalits by the ’savarnas* for 
several centuries. S Gurusamy in his paper 
examined the incidence of caste and class 
tension on the issue of unlouchability and 
wage which led to the killings of schedul¬ 
ed castes, looting and damaging of their 
properties in Tamil Nadu. Kananaikil 
discussed some of the general historical 
events which contributed to the socio¬ 
political mobilisation of dalil commu¬ 
nities against their exploitation and 
marginalisation. Finally, K S Subrama- 
nian. based on a study conducted in Dhar- 
mapuri in Ikmil Nadu and IVina in Bihar 
where major incidents of violence had 
been reported, highlighted the increasing 
violence against the rural poor by state 
machinery and its role in inhibiting the 
emergence and growth of organisation of 
the poor. 

Several issues emerged in the process of 
presentation and the discussion focused 
mainly on issues like, untouchability, 
public policy, division of poor and their 
mobilisation, and liberation of scheduled 
castes. A heated discussion took place on 
the nature of relationship between the 
state machinery and the poor prevailing 
in the country. Citing incidents from dif¬ 
ferent parts of the country, some of the 
participants argued that the poor were 
denied justice as there was a nexus bet¬ 
ween bureaucracy, political leaders and the 
polio. So some of the members felt the 
need to break the nexus and remove the 
gulf between the state machinery and the 
poor. Intervening at this stage Subra- 
manian said that the solution lies in the 
political interference at the appropriate 
level and democratising the administration. 

The various models available to us for 
the liberation of the scheduled castes were 
discussed. On the role o( missionaries in 
liberating (he dalits was (with special 
reference to Kerala, Ikmil Nadu and 
Maharashtra). It was felt that conversions 
would not resolve the problems of the 
scheduled castes. According to Krishnan, 


the best w^ to liberate the daUu h by way 
of organising them on the basis of demo¬ 
cratic values. However, he is apprehensive 
of the potentiality of scheduled castes alone 
to organise and b(ii% about radical change 
in society, as they account for only 16 per 
cent of the population and together con¬ 
verts and nco-buddhists about 20 per cent. 

In this connection Hargopal opined 
that caste-class formation on the one hand 
and public policy on the other divided the 
poor among themselve<. The existing 
social hierarchy among the poor was fur¬ 
ther accentuate by the preferential treat¬ 
ment by the government to a small section 
of the poor leaving others untouched. Ac¬ 
cording to Jose Kananaikil, caste and 
politics are the two important factors 
which divide the poor among themselves. 
He said that because of these two factors 
the various movements of the dalits go¬ 
ing on in different parts of the country 
were not able to relate to each other and 
failed to build linkages. 

Finally, paying tribute to B R Ambedkar 
in his centenary year, Krishnan said that 
the state and the dite had failed to liberate 
the dalits. Only by bringing together all 
the labouring classes, like weavers, fisher- 
folk and agricultural labourers, and evolv¬ 
ing a democratic mass movement without 
violence, can pressure be brought upon 
society to change? 

Presenting the theme paper on tensions 
in tribal areas B D Sharma made a histo¬ 
rical analysis of the relation between 
forests and tribals. He said that the tribals 
who had been deriving their sustenance 
mainly from forests, land and water are 
becoming victims of commercial and in¬ 
dustrial development. They are being 
displaced from their original habiut and 
are deprived of their livelihood and 
sustenance: And thb is the main factor for 
growing tussles and revolts in tribal areas. 

Under this theme six papers relating to 
various aspects of tribal tensions were 
presented. V N V K Shastri examined the 
nature; causes and changing dimenrion of 
tribal tensions in Andhra Pradesh for the 
last 200 years. Historical factors parti¬ 
cularly related to land and forests which 
gave rise to the Jharkhand movement were 
the major focus of the paper presented by 
Ezeckiel Toppa K M Reddy gave a brief 
account of the problems faced by the 
displaced tribals in different parts of the 
country. Pseudotribalism is yet another 
faaor responsible for the growing tensions 
in tribal areas. Lashminarayana high¬ 
lighted the emergence of pseudotribalism 
in Maharashtra and analysed the pro¬ 
blems encountered by the state on account 
of this and its implications in tribal 
development. R D Maurya examined the 
tribal situation in Madhya Pradesh and 
argues that the growing trend of militan- 
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cy wd the influence of naxatiim in those 
icgHMu it a reaction to the long history 
of tribal expbitation. Finally Nirmai Sen 
Gupu ulki^ about the current perspec¬ 
tive of tribal movements. He contended 
that during the last 20 years, the emphasis 
has been primarily shifting towards en- 
vironnMntal issues and problems of 
labourers and workers. 

One of the issues taken up for discus¬ 
sion was pseudptribalism. Gurusamy gave 
a brief account of the emeiging pseudo- 
tribal movements among the different 
Naicker communities in Ihmit Nadu. 
Sharma* pointed out that the increase in 
pseudotribalism is adversely affecting the 
legitimate rights of iribals. As a result of 
this, strong movements are going on 
against pseudotribalism in Maharashtra. 
Bihar and Karnataka. In response to the 
paper presented by M R Reddy, Aicxandar 
commented that the relocation of tribals 
was a very difficult task because the way 
of life and the economy of tribal people 
differ from that of other communities. In 
fact, this factor is not taken into con¬ 
sideration by the people who are dealing 
with tribal problems. Citing some of the 
successful cases, he said that if proper and 
adequate measures were taken and the 
households to be displaced were psycho- 


IN an interesting decision, the Supreme 
Court in the case of Denanaih v/s Na¬ 
tional Fertilisers and others (January Part 
I, CLR, p I) has laid at test the controver¬ 
sy which had arisen because of the con¬ 
flicting dedsions of the high courts in 
regard to the. status of contract labour 
under the Contract Labour Regulation 
and AMition Act 1970. where the prin¬ 
cipal mploycr failed to get registration 
and/or the contractor fuled to obtain 
licence as required under section 7812 
respectively of the said act. The Bombay 
High Court (as well as a few others) had 
held that in such a case, the contract 
labour should be deemed to be the labour 
employed by the principal employe The 
Supreme Court has now held that (a) Non 
obtaining of ‘registration* by the principal 


togicatly and socially equipped, it was 
possible to relocate the displaced tribals 
in a smooth and successful manner. 

Haigopal located the issues of environ¬ 
ment and land in the context of the new 
strategy of liberalising and opening up of 
nuukets to foreign capital and opined that 
in the new strategy of development, both 
these issues would become crucial b^use 
the state would lose ai^ control in regulat¬ 
ing them, in the changing context foreign 
capital may ruthlessly enter tribal areas 
where rich natural resources, minerals and 
forest are located. He cautioned that if the 
state protects the interests of the capitalists 
and neglects the interest of tribals. then 
the issues of land and environment are 
going to be very crucial. Commending the 
environmental movement B D Sharma 
said such movements should also simul¬ 
taneously take up people's issue because 
for the poor their survival and sustenance 
are more important than the environmen¬ 
tal question. 

In his concluding remarks Sharma 
observed that although there was a sepa¬ 
rate constitutional provision, the ruling 
elites did not accept the concept of pro- 
teaing tribal lands and forests. In the con¬ 
text of liberalisation and globalisation, the 
issues of tribals deserve special attention. 


employer under section 7 or a licence 
under section 12 by the contractor amounu 
to only contravention of the provisions of 
the act. attraaing penalties as provided 
under section 23 or 24 of the act and 
nothing more; (b) Since there is no provi¬ 
sion in the act or rules for absorption ot 
contract labour by the principal employer 
concerned, even when a notification is 
issued under section 10 by the appropriate 
government for abolition of such labour; 
there is no basis for the high courts, in 
proceedings under section 226 of the Con¬ 
stitution. to issue any mandamus for 
directing the contract labour as having 
become the employees of the principal 
employer in case of (a) above. 

The apex court refrained from expres¬ 
sing any view on the decisions of the Kar¬ 


nataka and Gujarat High Courts which 
have held that the provisions of the Con¬ 
tract Labour Act would not be attracted, 
if principal employer fails to get registra¬ 
tion and/or contractor fails to obtain 
licence and in such a situation, the con¬ 
tract labour can claim to be direct emplo¬ 
yees. till the provisions of registra¬ 
tion/licence are complied with, as these 
decisions were under challenge in Supreme 
Court. 

It is well known that with the imple¬ 
mentation of the Contract L.abour Act, 
1970, a social legislation enacted in 
respon.se to certain observations of the 
Supreme Court and studies made by the 
Planning Cominis.sion in early 19605, 
there has been a rampant spurt of con¬ 
tract labour in ail .segments of industry 
and commerce acro.ss the country. It has 
now gained legal legitimacy and the 
growth rate should be around 20 per cent 
compound though no figures ate provided 
or officially published each year. The act 
does provide for abolition, but govern¬ 
ments have rarely used the scalpel under 
section 10 for abolition and have allowed 
unabated growth. At a guess in the last 
20 years, the government of Maharashtra, 
a so-called progressive state, may not have 
issued even 20 iiotiftcations. prohibiting 
contract labour, affecting a miniscule pro¬ 
portion o^ the all contract labour. Regula¬ 
tion of contract labour is achieved by is¬ 
suing registration certificates and licences 
for certain fees. 

Against this and in the context of the 
new economic policy, the present decision 
of apex court seems to be a refreshingly 
fresh concept of social justice and equity. 
That it is pregnant with frightening possi¬ 
bilities for exploitation of contract labour, 
to which we would presently refer, is a side 
effect which we should choose to ignore, 
as ultimately it will lead to liberalisation 
of contract laboui and opening of a free 
market for it. thereby giving a competitive 
edge to industry in the international 
market. 

The apex court has held that the only 
consequence of not obtaining a licence 
under section 12 is attracting penalty 
under section 23. Now under section 
12(2), the licence is to include norms 
about service conditions including hours 
of work, wages, etc, to be applicable to 
the concerned contract labour. Wheie no 
licence is obtained, there would be no 
specified conditions and the contractor 
should be free to set his own conditions 
on wages, hours of work, etc. No doubt, 
as the apex court has envisaged, in due 
course he may be prosecuted but the 
punishment provided under section 23 of 
the act is maximum iinprisonmeni of 
three months or a thousand rupees fine 
or both and for a continuing offence, an 


Contract Labour Act 

An Instrument of Exploitation? 

N I R Budh<> 

The Supreme Court’s recent decision on the status of 
contract labour in the event of contravention of the Contract 
Labour Act by the principal employer is yet another instance 
of a social legislation being interpreted and implemented as 
an instrument of social oppression. 
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additional fine of Rs 100 per day. 

Now, there is no dearth of ‘liberated 
and resourceful’ contractors, who would 
consider it economical not to obtain 
the licence at all but to pay a fine of 
R.S 1,000 (skilfully avoiding imprison¬ 
ment) and continue paying a Hnc of 
Rs 100 a day with a smile. He would thus 
save licence fees and with no conditions 
stipulated for wages, hours of work, can 
make hundreds of rupees a day by increas¬ 
ing working hours and cutting wages. 
This, of course, is a worldly possibility, 
which cannot be taken note of judicially 
and vve must thus leave the contract 
labour to its liberalised fate. 

Again since the apex court has now 
clarified that there is no provision in the 
act or rules that the same contract labour 
be continued as labour of the principal 
employer after abolition of contract 
labour under section 10, and there is no 
provision either to take regular labour, a 
free market employer would perhaps 
prefer to continue with contract labour 
despite government notification and 
bravely face the penalty under section 23. 
ensuring that imprisonment is avoided. 
Then, as in the case of unliceased contrac¬ 
tor, he too will find it economical to con¬ 
tinue with contract labour, by paying the 
initial fine of Rs 1,000 and then a conti¬ 
nuing one of Rs 100 per day. 

Thus, it would seem that both the prin¬ 
cipal employer and the contractor should 
find it beneficial not to comply with the 
provisions of law and fulfil its social pur¬ 
pose, all the more so, because prosecution 
is only through government bureaucratic 
conduit, which is invariably choked and 
it takes years, before the case gets to the 
court. 

One wonders whether the apex court 
was carried away by the rather misleading 
title of the act. The act neither regulates 
employment of contract labour nor 
abolishes it. it only facilitates employment 
of contract labour through registration/ 
licences and merely lays down nebulous 
service conditions, under the guise of 
regulating employinent. Section 10 of the 
act which the court has referred to, does 
not in terms provide for abolition of con¬ 
tract labour. It says government by 
notification may prohibit employment of 
contract labour in a process, operation, 
etc The words ‘abolish’ and ‘prohibit’ do 
not have the same meaning. Again the at¬ 
tention of the apex court was not drawn 
to .section 119 of the Factories Act which 
lays down that the provisions of that act 
would apply notwithstanding anything in¬ 
consistent therewith contained in the Con¬ 
tract Labour Act, 1970. Under the Fac¬ 
tories Act ‘worker’ means any person 
employcddirectly or through any agency, 
with or without the knowledge of the 


principal employer and, therefore, any 
contract labour who is a ‘worker’ under 
the Factories Act is governed by its provi¬ 
sions and is under the jurisdiction of the 
principal employer under the act. There¬ 
fore the nexus between the principal 
employer and contract labour is already 
established under the Factories Act and 
when under the Contract Labour Act, 
employment of contract labour as such is 
prohibited under section 10, it need not 
necessarily mean that such labour is to be 
abolished or termiiuted. It would be more 
in consonance with the spirit and purpose 
of both the acts, to interpret that when 


Those who do not remember the past are 

condemned to relive it. 

—Santayana 

THE epithet of neo-nazism used to depict 
the rampage of racism, persecution, arson 
and the swelling tides of killings by the 
death squads now sweeping Germany— 
with no signs of abating—is a grotesque 
misnomer. 

The proponents of ethnic cleansing ate 
simply Nazi killers of an unreconstructed 
breed whose roots plunge deep not only 
into the macabre decades of the 20s and 
30s, but no less sc in the official and 
tragically unacknowledged culture of ter¬ 
rorism generated within Germany itself. 

The thunderous romantic euphoria of 
December 1989 and the false dawns it 
fathered was Bonn’s masterly duplicitous 
exercise in public relations saavy that has 
now been dumped into the garbage cans 
of history. The universe of Nazidom 
stands naked, predicated, then as now, on 
racial hegemonism with its genocidal 
corouaries. 

There should be no illusions of the 
pathological inroads it continues to make: 
it has seeped into the warp and woof of 
the German social fabric, invariably con¬ 
firmed at the individual level of all ages 
by a spate of caveats so redolent of the 
immediate post-war years, when most 
sought to conceal their association with 
the Nazi sewer. 


the employmenl of contsut labour is pR>- 
hibited, a direct relationship gets csiat^- 
ed, especially in view of the proviuons of 
the Factories Act as above. This, it is sub¬ 
mitted, is plausible reasoning which would 
be equally applicable when r^istiation/ 
licence is not obtained, thou^ it may lack 
distilled judicial flavour. 

It should be evident from the foregoing 
that this is yet another case of social 
legislation being conceived, interpreted 
and implemented as an instrument of 
social oppression and tyranny at the 
grassroots level. 


Ethnic cleansing is once again on the 
rampage, ramifying into the crevices of 
the state and political apparatus, the 
Bundeswehr. the police and the muiti|dici- 
ty of largely unaocounuble security forces 
that have burgeoned over several decades. 
These organs were sedulously designed to 
root out those on the left and other non¬ 
conformists that challenged the corporate 
elite and their media cronies. 

The Nazi juggernaut has smashed the 
delusions of most Ibrks who believed 
themselves to be white and European. 
Li^en to the grief-stricken cry of a Ibrkish 
worker: 

I came here 30 years aga The German 
government invited us here because there 
was a labour shoruge. But what can I 
show for it? Vk have no political rights. 
It is almost impossible to obtain German 
citizenship. And in any case it is what the 
Germans feel in their hearts that matters. 
It is the colour of your skin and hair and 
the shape of your face which they look at. 
Once a foreigner, always a foreigner.* 

It was this mainly unskilted foreign 
labour force that propelled Germany into 
one of the world’s paramount industrial 
powers in the post-war world. That 
anguished voice, a Ibrkish worker, 
epitomises the thrust of the Nazi violencei 
Nazi venom was, however, to be more 
savagely exhibited when a European— 
specifically a non-Gypsy Romanian— 


GERMANY 

Rising Tide of Nazidom 

Frederic F Clairtnonie 

Ethnic cleansing is once agmn on the rampage in Germany, having 
been nourished in the crevices of the state and the political ’ 
apparatus, the Bundeswehr, the police and the multiplicity of the 
largely unaccountable security forces created to root out those on 
the left and other non-conformists that challenged the corporate 
elite and their media cronies. 
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‘ sought darlHcition on an administntive 
point, and was chillingly reminded of the 
emergent topography of Gross Deutsch¬ 
land by a cashier in Halle: 

I do not appreciate your nigger German. 
Learn the language before you address nM. 
The presence of so much encrement in our 
nation should be shovelled out. The 
quicker you blow your ass out of here the 
better. 

Shades of the Nazi slogan of yesteryear: 
‘Die Juden sind Deutschland's ungluck’. 
This is the language of extermination; the 
spectre of the death camps that encap¬ 
sulates the rise of the Nazified spirit: those 
that are not the biologically privileged 
Herrenvolk are castigated as sub-humans 
or Untermenschen in Nazispeak, and thus 
expeditiously dealt with. 

Nazi depnxiations recognises however 
no iiiological frontiers seen in a Reuter’s 
despatch that reported that “fear is 
spreading among Germany’s S million 
disabled people that they will be the next 
urgei for neo-Nazi violence... Some 
Germans in wheelchairs say they have 
already been spat on in the streets by 
young thugs, beaten up and told: ’Under 
Hitler you would have been gassed’. In one 
case, a former athlete disabled 13 years 
ago in an accident committed suidde in 
despair after being shoved down the stairs 
at a Hanover subway station’’.^ 

The Bonn political caste is now making 
its genuflections of obsequious aoologia 
to international public opinion with talk 
of banning right-wing extremism, in itself 
an ambiguous buzzword. The masters of 
deceit and obfuscation in ^nn know that 
this is a load of transparent baloney. Who 
fertilised the soil in which the Nazis and 
their Republican and several of their CDU 
extensions in the Bundestag rose to the 
highest pitch of political legitimacy? 

Here there is a replay of history. It was 
German Big Capital in the 20s right up 
and after the accession of Hitler’s power 
grab in January 1933 that buttress^ the 
Nazi thugs in the name of the defence of 
Germany against ‘Bolsheviks and inter¬ 
national agitators’. 

The crucible of Nazidom in West^Ger- 
many has never been thoroughly liqui¬ 
dated. This was a deliberate act that in 
part stemmed from the dictates of 
Amerian policy, in the 40s and 50s. Nazi 
political activists sought and found a 
flourishing political haven within the 
ranks of Konrad Adenauer’s regime and 
its successor CDU administrations. 

Banquet of Death 

But the world had not forgotten the 
virulence of the virus propagated in the 
1930$. The incineration of a 10-year old 
Ihrkish girl in Schleswig-Holstein was one 


mow devastating reminder to the world 
of the fascist apocalypse that had its 
genesis in the Third Reich. 

On September 10,1936, Goring signa¬ 
lised whin he meant by Hitler’s New Order 
at the Nuremberg party rally: “A petty 
segment of Europe is harassing the human 
race.. .'This miserable pygmy race (the 
Crechs] is oppressing a cultured people, 
and behind it is Moscow and the eternal 
mask of the Jew devil!’^ This was the 
premonitory Nazi drop of water that gave 
the world a clue into the ocean of fascist 
horrors, it served then and now to 
dramatise the death credo of Nazidom. 

“What happens to a Rus.tian. to a 
Czech does not interest me in the 
slightest”, vociferated SS boss, Heinrich 
Himmter, one of the greatest killers of all 
limes on October 4, 1943. “Whether 
nations live in prosperity or surve to 
death like cattle intoests me only insofar 
as we need them as slaves to our Kuliur. 
Otherwise it is of no interest to me. 
Whether 10,000 Russian females fall down 
from exhaustion while digging an anti¬ 
tank ditch interests me only insofar as the 
anti-tank ditch for Germaiiy is finishnl!’ 

Other more lethal corolla^ were spelt 
out by Erich Koch, Reich Commissar for 
the Ukraine in a prodamation on Match S, 
1943: “We are the master race and must 
govern hard. 1 will draw the very last out 
of this country. 1 did not come to spread 
bliss... We are a master race, which must 
remember that the lowliest German 
worker is racially and biologically a thou¬ 
sand times more valuable than the po^Hila- 
tion here". Obviously, even the defeat at 
Stalingrad two months earlier had not 
driven the crap of the superior ‘Aryan’ 
from his Nazi skull. 

The frenetic racist crimes are taking 
place against a background of Kohl’s 
bankrupt economic policies and the ris¬ 
ing militancy of the working class, one 
that had always struck tenor in all German 
ruling elites. The labour force is already 
savaged by an unprecedented and rising 
tnqcctory of joblessness with no upturn 
in sight. 

Germany’s economic prospects are 
becoming bleaker, with the passing of 
each (faqr proclaiming the litany of shrink¬ 
ing markets, cutbacks in industrial orders, 
calamitous retrenchments in the labour 
force, a slashing of industrial investment 
in plant and equipment, mounting finan¬ 
cial bankruptcies and national indebted¬ 
ness. 

Cultural Revolution 

However, the entire cultural apparatus 
of Nazidom is moving at full blast: the 
Horst Wessel song, the hymn of the Nazi 
youth movement in the 30s is once again 


a rallying cry of national dimensions. But 
the Nazi cultural revolution goes well 
beyond this. Listen to the trite sentimen¬ 
talism of the 1990 song Kraft fur 
Deutschland (Strength for Geimany}: 

We fight shaved, our fists are hard as steel. 
Our heart beats true for our Fatherland. 
Whatever may happen, wc will never leave 

you. 

We will stand true for our Germany 
Because we are the strength for Germany, 
That makes Germany clean. 

Germany awake! 

The tide of Nazidom is rising high and 
its stench of death is being fanned by the 
new cultural revolution whose prolifera¬ 
tion is uninhibited by financial const¬ 
raints. According to The New York Times 
fans of Nazi rock music can be found in 
“the United States, Lzitin America and 
throughout Europe". 

In mid-October, for example, the album 
‘Holy Songs’ climbed to No 5 on Ger¬ 
many’s pop charts. It is sung by a group 
that started out 10 years ago with .songs 
like “Turks out, Turks out, Hirks pack up, 
out. out, out, out of our land’’.'* 

This is no passing fancy, a random 
episodic occurrence. The Nazi scum are 
extending their aggrandisement over vast 
tracts of Europe given the efficacy of their 
networking and marketing capabilities. 
What the burgeoning movement has high¬ 
lighted is the monumental sham of the 
Bonn political cabal that continues to beat 
its chest about the vaunted merits of ‘Ger¬ 
man democracy’. 

But on that score honest Germans, 
discernible in the swelling, and to us hope 
unstoppable, anti-Nazi grassroots move¬ 
ments that have refused to be silent about 
the perverse rhetoric of Kohlite Germany, 
have already raised their voices. 

Note* 

1 The Financial Times, November 25. 1992. 

2 Reuter, November 24, 1992. 

3 Quoted in William .Shirer, The Rlw and Hall 
of the Third Reich, New York, I9f-'J. Simon 
and Schuster, p 517. 

4 The New York Times, December 3, 1992. 
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These days, its as if you're faced unth countless opportunities to 
invest in; leaving you to make the profitable choice. 

And, while the others take their time, some single out an opportunity 
which is to their advantage. 

Like this one, for example. We, at Lesha Steels Ltd, are offering you 
an investment in our project to manufacture different grades o/ low 
carbon alloy steel. Its a promising venture considering the demand for 
Steel is ever-increasing with the rapid industrialisation in our country. 
Not to mention our unit which has an installed capacity of 48000 
tonnes per annum, and our promoters who have over 20 years of 
experience in the field. 

Vou see, this could be the key to our success. 

And your earnings. 




WAIT. WATCH. OR EARN 


Public Issue of 30,60,000 Equity Shares of 
Rs. 10/- each for cash at par aggregating Rs. 306 lakhs. 




HIGHUGHTS 

• Promoted by a Technocrat with 15 years ol industrial 
experience. 

• Ready and growing market for the product - Mild Steel 
Ingots. 

• Gcxxl location near Ahmedabad with Backward Area 
benefits. 

• I.ow gestation period ■ project in advanced sta^s of 
implementation. 

• Easy' liquidity listing on Ahmedabad, Bombay, Delhi and 
Vadodara Stock Exchanges. 


irAOMANACtRS to THE ISSUt 

hdHsKwftnlM 

N«rifnji> Ptitni BrimiMiy 4iX) 0? I 


REGISTRARS TO THE ISSUE 

SUPER CORPORATE 
SERVICES LTD 

1} iiifd Moot AgfawtsI Chdmbef*. 
iiM'omv tat. ^^medabad 380014 


CO MANAGERS TQ THE iSSt 


Subhath Dalai Financial 
Consultants Ltd 


State Bank ot Indore 

Kairm (lh«ifr«brrs 
44 AtitlMldl Oushi Marq 
^f>ri Uombriy 400 073 


MINIMUM S>IJA''i( RIP'ION 

H ihr rni7qi4f*y ilo^^ not r«c«ive mmiir-um aulHcnpiion amount ol 90% o* Iho issmm 
inditflir.g difv(»lv(>n.t>nt nf iimJonwrrlwB wrHhifl 1 JOdaysNom iho data of epaning ol iha 
lABur ih« curtipar.v &hai< tufundantsta tulMKttplKin amouni taithin IJSdavs. w'lli 
•niordY* for tla>ay licvond is dayt from Iha dAia of ckiaiita of iha issua ai par Sac 73 of 
Iha Ci*nipar>.as Ai i \ 9 t >6 


RISK FACTORS 

• Achievement of production would depend on continuous 
availability of power. 

• Any change in Governinent's Import Policy of scrap will 
have an impact on the availability/price of scrap which in 
turn will affect the profitability of the Company. 

• Any recession in the Industry constituting the clientele for 
the finished products is likely to affect the sales ol the 
Company. 

• The Company has received in-principle the sanction of 
power from the State Electricity Board Fornul sanction is 
still awaited. 

LESHA STEEiJS LaVilF® 

Regd. Office: 

7th Floor, Ashoka Chambers, Mithakali Six Roads, 

Near Lions Halls, Ahmedabad 380 006. 

ISSUE OPENS ON 
11th JANUARY, 1993. 
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PERSPECTIVES 


India’s Political System: What Is 
To Be Done? 

S R Sea 


The needed reform of our political system would cover several 
areas and there are bound to be many alternative proposals. This 
article has the limited objective of setting out one set of possible 
solutions within the basic structure of our Constitution, more as a 
starting point of the debate needed for reaching a consensus than 
as a definite prescription for a consensus. 


THE political system that India adopted 
four decades back seems to be crumbling 
now. Tlw tragic assassination of Rajiv 
Gandhi, preceded by growing regional 
militancy, communal and caste based 
riots, domination of elections by money 
and muscle power and increase in lobby 
power and instability in our government 
process, prompted a perceptive foreign 
observer, Edith Ciesson, the prime minis¬ 
ter of France^ to say that it is time that 
Indians looked at their ‘system’. That has 
also been the feebr^ among many thought¬ 
ful Indians themselves. 

Apart from individual commentators, 
the official Report of the Commission on 
Centre-State Relations, submitted in 1987 
when the situation had not yet deterio¬ 
rated to the current low level, had drawn 
pointed attention to the ominous trends. 
Today the Indian Union seems like a 
rumbling volcano about to follow the 
eruptions in the Yugoslav and Soviet 
Unions, unless effective safety outlets and 
corrective measures are provided soon. 

Unfortunately, however, there is yet no 
worthwhile ^iTort to alert the people about 
the imminent danger and to arrive at a 
conseruus as to what is to be done and 
how. 

There is, of course; some loose talk 
about convening a new constituent 
assembly, greater devolution of powers 
from the Union to the states and from the 
states to the local bodies, rationalising and 
reducing the size of the states, districts, 
etc; with increase of population, replacing 
the prewnt cabinet system of government 
by a presidential or collegiate system, 
reforming drastically our election system 
and improving the moral tone of our 
politics by various means. 

But it is difficult to write usefully on 
a slate which has already been written 
over.The consensus which was there in 
1949 after the euphoria of independence 
and trauma of partition is no longer ihera 


The relative freedom of action that the 
framers of our Constitution had then is 
no longer possessed by our present poli¬ 
tical leaders. Many vested interests have 
grown up around our present system. 
There are many powerful political, bureau¬ 
cratic and business groups whose short¬ 
term self-interests differ widely and 
building up of a consensus is not easy 
today. 

DiM-icuiTiiis OF Drastic RtFORMS 

In despair some intelleauals are talking 
of the need for a revolution, a new con¬ 
stituent assembly and a new republic. 

But there is no assurance that after the 
rough and tumble of a new revolution 
(which may devour its own children) and 
setting up of a new constituent assembly, 
the new leaders will have a consensus 
about what is to be done. There will be 
even then, no less than now, need for a 
great effort to analyse carefully what 
should and can be done and build up a 
popular support for this the intellec¬ 
tuals and statesmen working together. 

Since the outcome of a new revolution 
and constituent assembly is so uncertain, 
it may in faa be more expedient to try our 
best today itself to bring about as much 
reform as possible through our present 
Constitution, i e, (a) partly by simple 
majority vote in each of Lok Sabha and 
Rajya ^bha and presidential order, (b) 
partly by two-thirds majority in each of 
Lok Sabha and Rajya Sabha and (c) partly 
by two-thirds majority in each of these 
two houses and simple majority in each 
of half or more of the Vidhan Sabhas as 
provided for in Article 368 of our Con¬ 
stitution, depending on the nature of the 
proposal. In formulating any scheme of 
reform two constraints need to be kept in 
view, viz, (i) the basic structure of the 
Constitution as defined by the Supreme 
Court must not be upset and (ii) leaders 


of important political parties must be per- 
suad^ to develop sufftcieni give and take 
spirit and agree to as much consensus as 
possible. They should appreciate that 
evolutionary reforms through peaceful 
methods as in, .say, Sweden or Switzer¬ 
land, have usually lasted longer than 
revolutionary reforms through violent 
methods as in, say, France or Russia. 

The needed reforms of our political 
system would cover several areas and there 
would be naturally many alternative pro¬ 
posals made by different gtoups and ex¬ 
perts. It is not possible to consider them 
adequately in a short article. The present 
article has the limited aim of expounding 
only one set of possible solutions as are 
considered by the writer (who, as a member 
of the Commission on Centre-State Rela¬ 
tions, had the unique opportunity to 
discuss the issues with hundreds of know¬ 
ledgeable people in most of the states) to 
be the most practicable move in the 
desired direction (but nut necessarily the 
ideal) within the basic structure of our 
Constitution, more as a starting point of 
the debate needed for reaching a consen¬ 
sus than a definite prescription itself for 
a consensus. 

Extremist solutions, however theoreti¬ 
cally desirable, are deliberately eschewed 
for the reasons mentioned earlier. An un¬ 
duly time-consuming, costly or difficult 
‘better' should not be allowed to defer a 
less costly and more practicable ‘good’ 

An alternative idealistic solution sug¬ 
gested by some that the moral character 
of the mass of the people must be first 
reformed by education before any reform 
of the political system is attempted is also 
eschewed as a cxiunsel of despair. Any 
such education process is bound to take 
a long time while most problems facing 
us today require some reasonably prac¬ 
ticable solution in the near future. In fact 
the latter may be so designed as to prove 
a useful first step for the former 

The reforms of our political system that 
the present writer considers necessary and 
practicable in the light of the discussions 
that he has already had are briefty summ¬ 
ed up in the present article, which seeks 
to present a comprehensive picture by 
repeating some suggestions published 
earlier in t'PtV{see list of references at the 
end) and adding several new suggestions. 

Reiaiion between Union. State and 
L tK'Ai. Governments 

The Commission on Centre-Stale Rela¬ 
tions which submitted its report in Oc¬ 
tober 1987 (unanimously sign^ by all the 
three members) made a thorough analysis 
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^ dur cbnstiiutidmr«nd •dministrative 
syuem and made 247 recommendations 
(and its Supplementary Note submitted by 
the present writer made another eight 
recommendations). The report was com¬ 
mended in parliament and eiscwhme by 
successive Union governments as nature, 
historic and monumental. Many of its 
recommendations could be impimented 
by either presidential order or simple 
majority vole in the two houses of 
parliament. 

Recommendations requiring constitu- 
tioiuil amendments, though significant, 
are few. These peruin to Article 155 (ap¬ 
pointment of governor); Article 217 (em¬ 
powering the president to frame Rules); 
Article 248 r^ with Entry 97. List I 
(residuary powers regarding non-tax mat¬ 
ters); Article 252(2) (regarding amend¬ 
ment of an act passed under Clause (I)); 
Article 269(1)(0 and entry 92. List I 
(enlargement of their scope); insertion of 
a provision regarding sharing of Corpora¬ 
tion MX. analogous to Article 272; Arti¬ 
cle 276(2) (for raising the tax ceiling on 
professions, trades, etc); Article 356 (to 
ensure its proper and efficacious use) and 
shifting a part of entry 5 of List II and 
List III (for ensuring regular elections to 
and working of local bodies by an ail 
India sMtute). 

The more imporMnt of the recommen¬ 
dations made in the report of the com¬ 
mission relate to: 

(i) Governor Only eminent persons, 
who are not active politicians, should be 
appointed as governors; the selection 
should be made in consultation with the 
vice-president of India, speaker of the Lok 
Sabha and chief minister of the sute con¬ 
cerned. The governor should test the ma¬ 
jority support for a chief minister only on 
the floor of the legislative assembly. 

(ii) Emergency. Article 356 should be 
us^ only as a last resort, a warning 
should be issued to the errant state, the 
material facts and grounds on which the 
article is invoked should be made an inte¬ 
gral part of the proclamation and the state 
legislature should not be dissolved until 
parliament has approved it. 

(iii) Inter-governmental council: An 
inter-governmenMl council should be set 
up under Article 263 comprising the 
prime minister, all chief ministers and 
Union cabinet ministers to deal with all 
major problems, other than economic and 
developmental, between Union, sMte and 
local governments; the council should be 
assisted by a small standing committee of 
ministers and an advisory committee of 
experts; zonal councils should Tirst con¬ 
sider zonal inter-state problems before 
they are taken up by the inter-govern- 
mental council. 


iiv) Economic and Devehpmeni Coun¬ 
cil: The present National Development 
Council should be reconstituted under Ar¬ 
ticle 263 as Economic and Development 
Council with a small standing committee 
and a nexus with the Planning Commis¬ 
sion to deal with all economic and 
developmental problems; State Finance 
and Planning Boards should be streng¬ 
thened and should function as the link 
between the national Planning Commis¬ 
sion and state governments on the one 
hand and provide flnandal assistance and 
development advice to tHe districts (Ri the 
other; district level planning should be 
given high priority and a part of the Sute 
List may be transferred to Concurrent List 
to ensure regular elections to and func¬ 
tioning of zilla parishads and munici¬ 
palities by an all-India sMtute 

(v) Finance: Corporation tax should be 
made shareable with sutes; certain other 
levies, loan procedures and foreign ex¬ 
change entitlements should be liberalised 
in favour of the sutes; municipal bonds 
should be lax exempt; centrally sponsored 
schemes should be strictly limited as 
per recommendations of Ramamurti 
Committee; 

(vi) Industries: Periodic review of the 
Industries (Developmeni and Regulation) 
Act, 1951; decentralisation of powers 
assumed by law under Entry 52, Union 
List; restraint on excessive occupation by 
the Union of the concurrent field. 

(vii) Thade and Intercourse: Constitu¬ 
tion of an expert authority under Anicle 
307 to deal with issues connected with 
freedom or regulation of trade, commerce 
and intercourse. 

(viii) Mass Media: AIR and Doordar- 
shan should have non-offidal chairmen 
of programme advisory committees select¬ 
ed in consulution with sUte governments 
concerned; programmes of national im¬ 
portance should also be broadcast in local 
languages; complaints by states should be 
dealt with by Inter-Covemmenul Council. 

(ix) Language Policy. Overzealous of¬ 
ficial or sute language policy can be a 
very counterproductive and divisive force; 
Articles 347, 350 and 351 should be imple¬ 
mented in their true spirit and keeping in 
view the problems of other linguistic 
groups, three language formula should be 
enforced scrupulously and uniformly and 
tendency in some stales to have virtual two 
or four language formulae, at the cost of 
minority language groups, should be firm¬ 
ly curbed;’ 'rashtrabhasha* should be 
simplified. 

(x) Incumbents of constitutional qffke 
and other sentineb of the polity should 
be selected from among persons of admit¬ 
ted competence and integrity and provid¬ 
ed with reasonable security of tenure. 


(xi) State BHIr. Decision regarding as¬ 
sent should be given within four months. 

(xii) Backward Areas: Special 
preferences (including tax concession and 
loans from financial institutions) should 
be given to the first major or medium in¬ 
dustry set up in ‘no industry’ block. 

Although, as mentioned above succes¬ 
sive Union governments have publicly ex¬ 
pressed their appreciation of the report, 
even after four years only two of its 
Rcommendations have been implemented 
and a third submitted to parliament for 
consideration. The recommendation for 
amending Article 276(2) (for raising the 
tax ceiling on professions, trades, etc) of 
the Constitution, which is a minor one, 
has been passed by parliament. The more 
important recommendation for setting up 
of an Inter-Governmental Council under 
Article 263 has also been implemented but 
with cenain modifications. Apparently 
under a misundersunding of tire inten¬ 
tions of the commission the name of this 
council has been changed to ‘Inter-State 
Council’. Since several other inter-state 
councils had earlier been set up under dif¬ 
ferent names under Articje 263 the com¬ 
mission had suggested the name ‘Inter- 
Govemmental Council’ for this imporum 
new body partly to distinguish it from 
these othqr inter-state councils and paaly 
to enable it to deal with not only relmions 
between states but also to deal with rela¬ 
tions between Union, state and local 
governments. Howewr, this change in 
name may not be important if the council 
is worked in the spirit which the commis¬ 
sion envisaged for it. Unfortunately, in¬ 
stead of meeting at least once every three 
months as prescribed this very important 
body has not met after its first meeting 
in October 1990. The Advisory Commit¬ 
tee of Experts and the strong secreuriat 
recommended have not yet been set. up. 
If these are indicative of an intention of 
downgrading this council, there is a strong 
case for amending the Constitution to en¬ 
sure for it due status, terms of reference, 
support organisations, frequency and 
duration of meetings, etc The commis¬ 
sion’s other recommendation that was 
first submitted to parliament in 1989 
relates to strengthening the local govern¬ 
ments. for which there is an urgent need. 
The last Rajiv Gandhi government pro¬ 
posed a bill for the purpose involving in¬ 
ter alia an amendment of the Constitu¬ 
tion as recommended by the commission. 
This bill was passed by the requisite two- 
thirds majority by the Lok Sabha but fail¬ 
ed to get that majority in the Rajya Sabha. 
Thereafter, in 1990 the V P Singh govern¬ 
ment submitted a modified bill which did 
not require any amendment of the Consti¬ 
tution and could be passed by simple ma¬ 
jority vote by parliament. But even this 
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waiend down bill wis not ncti^dy foHow- 
ed up either by. that government or the 
success governments. There is great 
urgency for implementing not only this 
but also all other recommendations of 
the commission for devolution of more 
powers and resources from the Union to 
the states and from the latter to the local 
bodies and reversing the ominously grow¬ 
ing concentration of political and econo¬ 
mic power in the hands of a few politi¬ 
cians and bureaucrats in the Union 
government, if the likely contagious ef¬ 
fects of events in Yugoslavia and the 
Soviet Union are to be prevented from 
destabilising the Indian Union alsa It is 
only by prompt and substantial diffusion 
of powers that the threatening crisis for 
our political system can be effectively 
defused and the Union saved. 

The Commission on Centre-State Rela¬ 
tions was constrained by its terms of 
reference from going into other aspects of 
our political system noted earlier, some of 
which are even more important for the 
country's future well being. In the Supple¬ 
mentary Note to the commission’s report 
the present writer took the liberty of men¬ 
tioning a few of these but there are also 
others which deserve urgent consideration 
of our statesmen and legislators. 

Size of States 

The slates of the Indian Union, which 
are really provinces being easily alterable 
by simple majority vote in each house of 
parliament under Article 3 of the Con¬ 
stitution, number 2S today. Most of them 
have been reconstituted or created only in 
recent decades. They may be further 
changed in future, if there are strong 
enough political or administrative com¬ 
pulsions. They vary widely in size and 
character At one extreme there is Uttar 
Pradesh with a heterogeneous population 
of 139 million, many caste, communal, 
racial and linguistic groups and several 
distinct geographical regions. At the other 
extreme there is Sikkim with a relatively 
homogeneous population of 0.4 million 
and one distinct geographical terrain. In 
between there are dght maritime states 
with population varying between 79 
million in Maharashtra and 29 million in 
Kerala, which ate relatively mote develop¬ 
ed and contribute together about 80 per 
cent of the Union government's revenues, 
a sutetantial part of which is spent in the 
other 17 states. There ate serious dis¬ 
economies of size and inefficiencies of ad¬ 
ministration in the very big and very small 
states. In the bigger stales there are 
districts which have more population, 
educatkm, development and income than 
some of the small states and yet have 
much less political and economic power. 
Most of the cities are multi-lingual islands 


in uni-lingual states and also have much 
less political power although they have 
each much larger, richer and mote educat¬ 
ed population than the smaller states. All 
these are creating serious political 
discontent. 

The proposals mentioned earlier to 
devolve mote powers to districts and 
municipalities will no doubt help reduce 
this discontent. But even that may not be 
enough. There is a growing demand to 
reduce the diseconomies and other disad¬ 
vantages of too large size by rationalising 
and reducing the sizes of big states and 
even big urban habitats. There is a view 
that if with growth of population the size 
of a ^te or urban habitat exceeds a 
certain optimum, these should be split 
following some rational principle Although 
local sentiment needs to be given due con¬ 
sideration, that alone should not be the 
determinant. Where local sentiment is 
very strongly opposed to split that ra¬ 
tionalisation calls for, some via media like 
a regional board with sufficient autonomy 
may be tried. On the other hand, the 
diseconomies and disadvantages of too 
small size of some states may be reduced 
by giving more powers to the regional 
zones. The increase in cost, if any, as a 
result of splitting of a large stale can be 
kept down by having common governors, 
high courts, public service commissions, 
accountant generals, armed police, etc, for 
the present zones or even for new zones 
to be created conterminous with the 
original big state, if necessary. If for the 
big states to be split, new zones are created 
by an act of parliament and some addi¬ 
tional powers ate given to the zones, the 
present names of the old stales may be 
retained for the new zones as historical en¬ 
tities to satisfy regional sentiment. While 
'one state one language’ may have some 
advantage (although even that may not be 
true for most cities), there is no such case 
for ‘one language one statif. IVvo langu¬ 
ages, Hindi and Bengali, already have 
more than one state. A larger number of 
states of optimum size are also likely to 
strengthen the unity and integrity of the 
country in addition to improving our 
political system. 

System of Government 

For a number of reasons, exhaustively 
explained in the Report of the Commis¬ 
sion on Cemre-State Relations and its 
Supplem^tary Note, the Westminster 
type of govemment of ‘non-Fixed tenure* 
cabinet system has proved very counter¬ 
productive in recent years at both Union 
and state levels, instability of government 
has now become almost endemic, after the 
passing away of the fraternity of idealistic 
statesmen who fought for independence 
and framed the Constitution and their 


icpiacemeni by a new generation of politi¬ 
cians with narrow vision, for whom the 
quest for power and pdf and compulsions 
of highly competitive politics are increas¬ 
ingly becoming the dtfermining factors. 

The successful working of Westminster 
type ‘non-fixed tenure^ government re¬ 
quires several pre-conditions including 
scrupulous observance of certain 'codes 
of conduct’ or conventions. As has been 
pointed out by the Commission on 
Centre-State Relations, these codes have 
been increasingly breached in India in 
recent years by many of our present day 
politicians. Further, in our two-tier Union 
and state system with 'non-fixed tenure’ 
governments at both levels, different 
political parties ruling at different levels 
face the temptation and even political 
compulsion of indulging in an adversary 
game of undermining the position of one 
another, especially when party loyalty is 
weak and discipline lax. The result is that 
governments are so busy keeping them¬ 
selves in power that they do not have time 
to pay due attention to governance. No 
.sooner than a government comes to power 
after a general election, .costing a very 
large amount of money and effort, fre¬ 
quent attempts arc made, either by op¬ 
position parties or factions within the rul¬ 
ing party, lo topple the elected government 
by fair mcani! or foul like defections, party 
splits, break up of coalitions, etc The rul¬ 
ing group tries to reuliate in various ways, 
including offer of posts to defectors or 
dissidents through undue increase in the 
size of the council of ministers, thus 
weakening its effectiveness. In the end, the 
country as a whole pays a very heavy price 
in terms of administrative and economic 
inefficiency and, what is even more 
serious, loss of faith among large sections 
of the public in democracy itself. 

A growing number of people, including 
some leaders of political parties like Con- 
gressd) and BJP, are now questioning the 
wisdom of India continumg with the 
Westminster system much longer and arc 
advocating a change over to the presiden¬ 
tial system. They have not, however, 
clarified whether they want the presiden¬ 
tial system with separation of powers of 
the American type or the presidential 
system without separation of powers of 
the Afro-Asian type. 

The possible alternatives more com¬ 
monly discussed are the cabinet system of 
Britain and the presidential system of the 
US. But certain important factors which 
led to the success of both these systems, 
which are often lost sight of in these 
discu$sion.s, are worth noting; (a) inde¬ 
pendence of the judiciary, strong loyalty 
to democratic traditions (since the trauma 
of Charles I and Cromwell) in the ex¬ 
ecutive and strict avoidance of politics in 
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the defence forces in Britain; (b) constitu¬ 
tional separation of powers between the 
executive, legislative and judidal branches 
of government (as a reaction to the pre- 
revolution centralised colonial regime) in 
the US; (c) evolution of a sound two party 
system in both countries; and (d) special 
geographical location of the two countries 
with relatively low risk of surprise attack 
across the borders which enabled reasona¬ 
ble checks to be imposed on the powers 
of the head of the government. 

These conditions did not obtain in most 
other countries which experimented with 
these two forms of government. For ex¬ 
ample, the Westminster system introduc¬ 
ed in pre-Mussolini Italy and pre-Hitler 
Germany could be replaced by dictator¬ 
ship for lack of the conventions and con¬ 
ditions which obtained in Britain and the 
presidential system introduced in Pakistan, 
Nigeria and Bangladesh could be replac¬ 
ed by military rule for lack of separation 
of powers which obtained in the US. 

On the other hand, the change over 
from our present system to a presidential 
system with separation of powers of the 
US type will involve amendment of a very 
large number of articles in our Constitu¬ 
tion, tantamount to drafting an almost 
new Constitution. Some of these amend¬ 
ments will require the majority prescrib¬ 
ed in the proviso to Article 368(2) of our 
Constitution and may be difncult to get 
passed in view of the foreseeable party 
position in the Rajya Sabha and Lok 
Sabha as well as the Vidhan Sabhas. Fur¬ 
ther, there is also a risk that the Supreme 
Court may consider major changes in the 
basic structure of the Constitution as im¬ 
permissible There is no provision in our 
Constitution for a new constituent 
assembly. But even if somehow such an 
assembly is set up, there is no guarantee 
that the leaders of that new assembly will 
favour separation of powers any more 
than the leaders of other Afro-Asian 
countries. It may be noted that the latter 
did not accent separation of powers 
because they felt inter alia that it m^ be 
unduly dilatory and also too risky a check 
on the powers of the head of the govern¬ 
ment in view of the various emergencies, 
including surprise atucks across the 
borders that their countries might face. 

Considering all the pros and cons, the 
present writer has come to the conclusion 
that the most expedient course for us will 
be to nnove in the direction of not the 
picsidentia] system but of a via media bet¬ 
ween our present system and the system 
that obtains in Switzerland. This can be 
most conveniently done, without affecting 
the ‘basic structure or features’ of our 
Constitution as defined by the Supreme 
Court, by suiubly amending only three 
articles of the Constitution, viz. Articles 


74. 7S and 164, by two-thirds m^ority 
vote in Lok Sabha and Rajya Sabha each 
as per Article 368(2). The suggested 
amendments may be somewhat along the 
following lines. 

The Union 

Article 74. Council of Ministers to Aid 
and Advise the President: 

(1) There shall be a council of ministers with 
the prime minister as the head to aid and 
advise the president who shall, in the ex¬ 
ercise of his executive functions, act in 
accordance with such advice, except 
where he is specifically required by 
another article of the Constitution to aa 
with the advice of another authority or 
in his individual judgment. 

Provided that the president may require 
the (ouncil of ministers to reconsider 
such advice, either generally or other¬ 
wise, after obuining the opinion of the 
vice-president of India (assisted by two 
experts of his choice) and the president 
shall act in accordance with the advice 
tendered after such reconsideration. 
Provided further that the president need 
not act in accordance with such advice 
regarding Articles 352, 3S6 and 360 if 
he is not satisfied in his individual judg¬ 
ment about its necessity. 

(2) The question whether any, and if so 
what, advice was tendered by ministers 
to the president shall not be enquired 
into in any court. 

Article 73. Otto Provisions as to Ministers: 

(1) The council of ministers shall have a fix¬ 
ed number of members, not exceeding 
three per cent of the members of the 
House of the People, who shall be 
elected by a joint session of the two 
houses of paritoient through the system 
of single transferable vote and appointed 
by the prcsideni. There shall also be dou¬ 
ble that number of ministers of state, 
elected and appointed by a similar pro¬ 
cess, eligible to participate but not to 
vote in the meetings of the council of 
ministers. 

(2) The minister shall hold office during the 
pleasure of the president. 

(3) The council of ministers shall be collec¬ 
tively responsible to the House of the 
Ifeople. Any no-confidcnce motion to be 
considered by the House of the Ifeopie 
shall be against the council of ministers 
as a whole. 

(4) The president shall appoint as prime 
r oister from among the membm of 
the council of ministers one having ma¬ 
jority support in the couiKil and, when 
there is no such majority, on a piinci- 
pie of rotation at the banning and 
again at the mid-term of the prescribed 
tenure of the House of People first the 
nominee of the largest elected party and 
thereafter the nominee of the otto par- 
lies in the council of ministers. 

(3) There shall not be more than two suc¬ 


cessive prime miriisters from one stare. 

(6) The prime minister shall distribute or 
redistribute portfolios among the minis¬ 
ters and ministers of stale in his discre¬ 
tion, shall preside over the meetings of 
the council of ministers, give a casting 
vote when necessary and require each 
minister to place belbre the council for 
review and approval or disapproval any 
decision of the ministry that in his indi¬ 
vidual judgment needs such consideration. 

(7) Before a minister enters upon his office, 
the president shall administer to him the 
oaths of office and of secrecy according 
to the forms set out for the purpose in 
the third schedule. 

(8) The salaries and allowances of ministers 
.shall be such as parliament may from 
lime to lime by law determine. 

(9) Decisions in the council of ministers 
shall be by simple majority vote and 
shall be binding upon all ministers. 

The States 

Article 164. Other Provisions as to 

Ministers: 

(1) The council of ministers shall comprise 
seven members, or three per cent of the 
number of members of the legislative 
assembly, whichever is larger, who will 
be elected by the legislative assembly or 
a joint session of two hou.scs of the 
li^islature where there arc two houses, 
through the system of single transferable 
vote and shall hold ofTice during the 
pleasure of the governor. Ilicre shall also 
be double that number of ministers of 
state, elected and appointed by a similar 
process, eligible to participate in but .lot 
to vote in the meetings of the council of 
ministers. 

(2) The ministers shall hold office during 
the pleasure of the governor. 

(3) The council of ministers shall be collec¬ 
tively responsible to the legislative 
assembly of the state and carry out the 
decisions of the legislature. Any.no- 
confidence motion to be considered by 
the legislative assembly shall be against 
the council of ministers as a whole. 

(4) After a general election, the governor 
shall appoint as chief minister from 
among the members of the council of 
ministers elected .subsequently as per 
clause (I). one having majority support 
in the council and, when there is no such 
clear suppon, on a principle of roution 
at the b^inning and at the mid-term of 
the prescribed tenure of the legislative 
assembly, first the nominee of the largest 
elected party and thereafter the nominee 
of the other parties in the council of 
ministers. 

(5) The chief minister’shall distribute or 
redistribute portfolios among the minis¬ 
ters and ministers of states in his discre¬ 
tion, shall preside over the meetings of 
the council of ministers, give a casting 
vpie when necessary and requite each 
minister to place before the council for 
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nview and approval or disapproval any 
decision of hit ministry that in the in¬ 
dividual judgment of the chief minister 
needs such consideration. 

There can. however, be a view that if the 
bigger slates are broken up into small 
states as suggested above, they will become 
reasonably homogeneous and with the 
president’s rule under Article 3S6 conti¬ 
nuing to be applicable to the states, unlike 
in the union, to deal with cases of con¬ 
stitutional break-down, there should be no 
need to amend Article 164. The Constitu¬ 
tion does not permit president’s rule at the 
union level to safeguard against the risk 
of his assuming dictatorial powers. But 
that risk is not there so far as the states 
are concerned. On the other hand, there 
are certain advantages in the present 
system when the state is reasonably 
homogeneous. There is considerable force 
in this line of argument. Even then, in 
order to reduce the possible instability in 
such a non-fixed tenure cabinet system, 
especially if there are several panics with 
none securing a clear majority of seats in 
the legislative assembly, there will be an 
advantage in amending Anicle 164 clause 
(2) as under; 

The council of ministers shall be collec¬ 
tively responsible to the legislative 
assembly of the state Any no-confidence 
motion against the council of ministers to 
be considered by the legislative assembly 
shall mention tlw name of the person who 
is proposed to replace the incumbent chief 
minister. 

This will introduce an important check 
against undue insubility in the non-fixed 
tenure cabinet system which has been 
found very beneficial in present-day 
Germany. 

These suggestions are slightly different 
from the ones made in the Supplementary 
Note and other articles of the writer refer¬ 
red to above but have the same objective 
which should be obvious. They may be 
modified after further discussion. 

The 42nd amendment of the Constitu¬ 
tion inter alia added to the original words 
of Article 74 clause (I) “there shall be a 
council of ministers with the prime minis¬ 
ter at the head to aid and advise the presi¬ 
dent”, the new words “who shall, in the 
exercise of his functions, act in accordance 
with such advice” reduced the position of 
the president to that of a virtual ‘rubber 
stamp”of the prime minister and took 
away his ability to “preserve, protect and 
defeiui the Constitution” that the ’oath’ 
under Article 60 envisaged and provide 
some check against possible ‘dictetorship’ 
by the prime minister. Such denigration 
of the president had made possible the rise 
of Hitler in the Weimer Republic of Ger¬ 
many and ‘emergency’ rule by Indira 
Gandhi in India. Further amendment of 


Article 74 as suggested in this ankle is 
much more modest than the 42nd amend¬ 
ment and aims at restoring to the presi¬ 
dent only limited power to check the 
prime minister. 

The amendment of Articles 74 and 7S 
(and tentatively 164) suggested above 
follow only the spirit and not the letter 
of the Swiss constitution and that also 
only in a very limited way. They do not 
in f^act involve any change in the ‘basic 
structure’ of our Constitution. They do 
not even enjoin ‘fixed tenure’ for the coun¬ 
cil of ministers, they only seek to provide 
more stability than at present. They do not 
prevent the majority from having the final 
say, they only ensure that the minority 
view has also to be heard and considered 
within the council of ministers in addition 
to the legislature. They do not take away 
the supremacy of the council of ministers, 
they only make it more compact and 
representative and put some mote effec¬ 
tive checks against the danger of either the 
president or the prime minister by himself 
becoming a dictator. They also provide 
against a single individual or single state 
exercising undue or too long domination 
over the rest of such a large and hetero¬ 
geneous country as ours. 

These suggestions, if implemented, will 
mean that while the political parties will 
be competing in elections and also con¬ 
fronting one another in the legislature as 
at present, thus preserving most of the 
advantages of a competitive system of 
politics, when it comes to administration, 
they will be obliged to participate in a ‘na¬ 
tional coalition* government as it were, 
somevvhat analogous to the collegiate or 
co-operative system that obtains in 
Switzerland. 

It is possible no doubt to imagine a 
number of difficulties for such a system 
of goverrunent which will iiKlude members 
of different political persuasion, but if 
Switzerland has not found them to be 
serious for a period of over 100 years, 
there is no reason why we should not be 
able to deal with (hem, if they arise. On 
the other hand, such a system of sharing 
of power may help curb substantially the 
politics of extreme confrontation resulting 
from our present ‘51 per cent majority 
winner takes ail’ system borrowed from 
the British. Sharing of power is more 
necessary in a heterogeneous country like 
India than in a homogeneous country tike 
Britain. 

The suggested provisions for an amend¬ 
ed Article 75 (or Article 164) that the 
prime minister (or chief minister) will have 
the power to distribute or redistribute the 
portfolios among the ministers, that the 
office of prime minister (or chief minister) 
will rotate at stated time between the 
largest and other parlies in the council of 


ministers, that decisions in the council of 
ministers will be taken by simple majority 
vote and will be binding upon tdl ministers 
will be three very useful safeguards against 
such difFiculties and help promote a spirit 
of co-operative and constructive beha¬ 
viour within the council. When a single 
party ha.s absolute majority, the situation 
will not be very different from our pre¬ 
sent system. But when no single party has 
absolute majority, instead of instability or 
fall of government as in our present 
system, the proposed new system of 
periodical rotation of the position of 
prime minister (or chief minister) bAween 
the largest and other parlies will help 
make them more accommodative of one 
another’s concerns. The presence in the 
council of representatives of different ma¬ 
jor parties will ensure a more frank and 
thorough discussion of issues than at pre¬ 
sent, although ultimately it is the majori¬ 
ty which will continue to take the final 
decision as at present. Such a system of 
sharing power would also help curb Ir¬ 
responsible actions like defections, party 
splits and toppling of governments, which 
has been the curse of some of our state 
governments and three union govern¬ 
ments. The eleaion of ministers by single 
transferable vote will help give reasonable 
representation to different zones of the 
country uidike the present system in which 
important states or even zones sometimes 
get completely unrepresented simply 
because the majority party in parliament 
could not gel MPs elected from those 
parts. This should help reduce inter¬ 
regional tensions and improve union-state 
relations. 

The suggested proviso in Artkie 74 that 
the union council of ministers shall con¬ 
sult the vice-president of India (assisted 
by two experts of his choice) while recon¬ 
sidering its advice to the president on 
a reference back from him under ■ the 
amended Article 74 will be a useful check 
against inadequately considered or bias¬ 
ed action in a dispute between the union 
itself and a state and yet will not detract 
from the ultimate authority of the union 
council of ministers. It will help promote 
healthy union-state relations inasmuch as 
the union council of ministers will not be 
seen as both disputant and judge in a case 
of dispute between it and a state council 
of ministers, especially in which a refer¬ 
ence to the Supreme Court uruler Artkk 
143 is not feasible. 

The other suggested proviso that the 
president (who has been elected by both 
union and sute legislators) has to be 
satisfied in his indi'>idual judgment in 
r^rd to an.advice for emergency action 
under Articles 352, 356 and 360 will also 
be another useful check against union 
ministers (who have narrower constituen- 
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cies) invoking these hut resort po«vm 
before ethausiing other powers, unilate- 
nlly, especially when there is disagreement 
between the union and state councils of 
ministers. 

The possibility that voters other than 
the elected members of the legislatures 
may become ministers if they get the need¬ 
ed support in the latter (as in Switzerland 
and the US), has been found to be whole¬ 
some in many modern democracies as it 
faciliuies induction into the council of 
ministers of some eminent and competent 
persons who are unwilling to go through 
the tough and tumble of general elections 
to the legislatures. 

Unlike the Swiss system, our constitu¬ 
tional provision that ministers shall hold 
office during the pleasure of the president 
(or governor) needs to be retained because 
in our special situation it provides some 
useful safeguards and flexibility. 

While the president (or governor) must 
withdrew his 'pleasure' from a minister on 
conviction on a criminal chatge or breach 
of oath of office or defiance of the direc¬ 
tive given by the majority in the council 
of ministers or the legislature; he may not 
do so if only a motion amending a pro¬ 
posal or a cut motion or even an ordinary 
censure motion against an individual 
minister is passed. He may ordinarily be 
content with asking the minister to tate 
appropriate follow up action. It is only if 
there is a definite no-confidence motion 
passed against the council of ministers 
collectively on lines suggested above that 
he may order a new election of the ccundi 
by the le^slature and it is only if there is 
a failure of the constitutional machinery 
that he may order a new election of the 
legislature by the general electorate The 
essence of the principle of collective 
responsibility will still continue But the 
possibility of a re-election of the council 
of ministers or the legislature before the 
end of their prescribed tenures is likely to 
be very small in the new system proposed. 

In this context, the special constitu¬ 
tional role in the states of the governor 
needs to be specially clarified. In normal 
times, i e, when no ^emergency’ situation 
has been declared specifically under Ar¬ 
ticles 352 or 356 or 360. the governor is 
an autonomous constitutional (or dejure) 
head of the sute government and not an 
agent of the Union goverrunent as wrong¬ 
ly declared by the union home minister of 
the last V P Singh government. It is only 
in times of ‘emergency’ as declared under 
one of these three Articles that he is an 
agent of the president (as distinct from the 
Union council of ministers) and can be 
dismissed or transferred by the president 
without assigning any reason. Although 
Article 156 (I) in Part VI cf the Constitu¬ 
tion says that “the governor shall hold of¬ 


fice during the pleasureof the president”, 
natural justice demands that withdrawal 
of that pleasure should be not only fair 
but also seen to be fair, following a pro¬ 
cedure of the kind recommended fay the 
Commission on Centre-State Relations. 
Even in times of emergency, the president 
should withdraw his pleasure only if con¬ 
sidered expedient in his individual judg¬ 
ment and not necessarily according to the 
advice of the Union council of ministers 
under Article 74 which applies only to 
items coming under the purview of a dif¬ 
ferent part. Part V, of the Con.stiiution. 
This is essential for sound Union-state 
relations. 


Et.ECTORAi. System 

Our electoral system based on adult 
suffrage, joint electorate and territorial 
constituencies introduced by Articles 325 
and 326 of the Constitution, while being 
an important educational and democratic 
factor, has unfortunately in its operation 
during the last four decades also given rise 
to certain very undesirable trends in our 
political system. 

The Commission on Centre-State Rela¬ 
tions has noted: 

The Indian Constitution contemplates 
election of representatives both to parlia¬ 
ment and to the state legislature on the 
basis of territorial constituencies. This led 
to replacement over the years of ideology- 
oriented intellectuals by voie-bank-bascd 
political leaders in the power struc- 
iure..Papulism became a much more im¬ 
portant factor for them and the new 
generation of politicians found it essen¬ 
tial to cominne money and manpower 
with populist slogans, to capture and stay 
in power... Wherever the majority in a ter¬ 
ritorial constituency, although with 
general electorate, could be swayed by 
communal (or linguistic) slogans, tire 
behaviour pattern tended to be nearly the 
same as in a territorial constituency, with 
separate electorate, which had led to the 
creation of Pakistan and had been firmly 
discarded by the Contthueni Assembly 
.. .Elections have become today very cost¬ 
ly with allround allegations of corrupt 
practices. Control or influence over the 
state machinery secured at large expense 
has to be increasingly used by politicians 
to give as quid pro quo special advantage 
to those mone^ interests who help to 
mC't this eipense ....It was not uncommon 
for the national level leaders to lay down 
high principles for selection of candidates; 
but the pditical machinery was in the 
hands of local bosses whose only concern 

was winning the election. This led to sdec- 

tion of candidates based on communal 
and caste grounds. 

The Supplenrentary Note to the Com¬ 
mission's Report made a number of sug¬ 


gestions to reduce these evils and recom¬ 
mended that these; ^ng with those made 
by others, “for electoral reform need to 
be examined by a parliamentary commit¬ 
tee set up specifically for this purpose'*. 

Accordingly, the V P Sii^h government 
appointed in January 1990 such a com¬ 
mittee, which did commendable prompt 
work and submitted its report in May 
1990. The government introduced shortly 
thereafter some bills in parliament to give 
effect to such recommendations as it ac¬ 
cepted. But these bills were not pursued 
either by that or its successor government 
and lapsed with the dissolution of that 
parliament. It is reported that the present 
government will introduce some new bills 
. for electoral reform. Whatever be the con¬ 
tents of these new bills, it is important that 
these include at least the following provi¬ 
sions, which the lapsed bills did not; 

(i) A clear distinction should be made bet¬ 
ween ‘national’ and other recognised 
political parties and the former (which 
have polled a minimum percentage of 
votes and got elected to the Lok Sabha 
a minimum number of candidates in 
each of at least three separate zones in 
the preceding general election) should 
be provided concessions, facilities and 
assistance in kind and/or cash much 
higher than for other recognised par¬ 
ties. This is essential to promote na¬ 
tional parties and to prevent them from 
being unduly dependent on a few 
financiers. 

(ii) The sharp increase in the number of 
‘non-set ious’ candidates has become a 
menace. Mere prescription of a higher 
security deposit will not be enough. All 
non-party candidates should be re¬ 
quired to have at least 10 proposers, in¬ 
cluding a former or sitlin); MP or 
MLA. 

(iii) Competitive use of money and muscle 
power and escalating costs have also 
become a serious menace, lb curb'this, 
it will be desirable to supplement the 
present financial limits for election 
related expenses by physical limits also, 
c g, low cost specifications regarding 
number, size, material and colour of 
handbills, posters, hoarding and wall 
paintings, newspapers, ladio and TV 
advertisements, number of vehicles and 
election campaigners used (to keep 
down money power) and also to ban 
large electioneering meetings needing 
use of mote than one microphone; all 
election related processions and use of 
unregistered and unapproved election 
campaigners. All campaignen should 
be checked by an agency appointed by 
the Election Commission for their 
suitability and issued identity badges to 
keep out known ‘goonda* elements (to 
keep down muscle power). Since all the 
information that the voters really need 
is qualification, experieticc, party af- 
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filiation and objcctiva; of tho can- 
didaics, no cosily, hi-iech and highly 
competitive publicity campaign is 
necessary. 

(iv) To counteract the fissipaious trend that 
the Commission on Centre-State Rela¬ 
tions has noted, it will be necessary to 
go beyond simple joint electorate to 
some novel system like an interdepen¬ 
dent joint electorate The pernicious 
caste or community based vote banks 
can be gradually eroded and broader 
national considerations and basic poli¬ 
tico-economic issues given due weight 
by voters through such a system. One 
way of introducing such a system of in¬ 
terdependent joint electorate would be 
for the Election Commission to classify 
the voters in a constituency (or at least 
a district) into two groups on the basis 
of readily available rough information 
about the number of easily identifiable 
important castes or communities in the 
previous Census in such a manner that 
the most numerous caste or community 
is put into one group and ail others in 
another group, give ballot papers of two 
different colours to each of these two 
groups and prescribe that to be declared 
elected, a candidate must satisfy two 
conditions, vie, (i) secure the largest 
percentage of total votes polled and (ii) 
secure at least 8 per cent of votes poll¬ 
ed in each colour. If securing of a 
minimum of 5 per cent of votes polled 
can be the condition for not forfeiting 
the security deposit, the suggested 8 per 
cent of votes polled by each group of 
voters as a minimum requirement for 
gettirtg elected should not be considered 
impracticable or otterous. The resulting 
curb on extremist elements and hatted 
based electioneering will more than 
compensate whatever extra cost or in¬ 
convenience this novel system may 
involve. 

Dissatisfaction with our present system 
has prompted some people to recommend 
either proportional or indirect election 
systems. But proportioiral election will be 
much worse as it will streniphen com¬ 
munity or caste based propaganda and 
voting in our special situation. Indirect 
election will fall an easy prey to money 
power and strengthen oligarchical forces. 

PoLtTiCAt. Parties 

Apart from an interdependent joint 
electorate system, there is urgent need also 
for providing minimum safeguards for en¬ 
suring democratic and ethical functioning 
within each registered political party as a 
precondition for allotting it a election 
symbol by appropriate amendment of the 
Repre^tation of the People Act, where 
necessary. If malpractices within politkal 
parties are not kept in check, it is idle 
to expect improvement of the political 
system. 


The minimum tint should be done is 
for the Eleoion Commission to stipulate 
that: 

(i) the election of ofTice-bearers at an open 
general meeting of a party registered by 
it must be held at least once every two 
years in the presence of an ‘observer* 
nominated by it; 

(ii) the accounts of the party must be 
audited by an auditor selected out of a 
panel approved by it; 

(iii) the partyshould not receive any dona¬ 
tion or other payment above Rs S(X) ex¬ 
cept by an A/c payee cheque; 

(iv) very stiff penalties would be impos¬ 
ed for malpractices notified by it; and 

(v) every political party (as well as a can¬ 
didate) seeking an election symbol roust 
sign a pledge in writing that it accepts 
unreservedly the unity and integrity of 
India and abjures propaganda against any 
relimon or race or caste or language and 
other fissiparous or chauvinistic action 
that can adversely affect national unity 
and integrity. 

The S2nd amendment giving constitu¬ 
tional recognition to political parties 
should make such action feasible. The 
Anti-Defection Act passed under that 
amendment was no doubt necessary to 
curb defections by individual memben of 
legislaiuies. But one undesirable result of 
that Act has been undue control of a 
political party a caucus and erosion of 
intra-party democracy, leading eventually 
to mass defection by disgruntled elements 
of that party, especially on the eve of a 
general election, to form rival parties. This 
tended to add to the multiplicity of par¬ 
ties and instability of governments under 
our present system. Although the new 
system proposed in this article will con¬ 
siderably reduce that possibility, the need 
for the kind of control on political par¬ 
ties proposed above will still continue. 

Other Reeorms Needed 

The nrain issue before our political 
system is how to maintain the unity and 
integrity of the country and at the same 
time create conditions for optimum de¬ 
centralisation and/or devolution of ad¬ 
ministrative and economic functions and 
powers. Responsible political parties have 
undoubtedly to play a key role in it. as an 
essential part of tlw democratic process, 
but care has also to be taken that the com¬ 
pulsions of a competitive system do not 
make them trespass the limits set by our 
Constitution and the needs of social 
welfare: 

While the final decision at each level of 
government has necessarily to be taken in 
our system by the political party or coali¬ 
tion of parties commanding majority sup¬ 
port at that level, democracy cannot work 
and even last if the majority parties do not 


make genuine effort to accommodate the 
strongly felt viewpoints of important 
minority parties and these latter in their 
turn do not abjure unconstitutional and 
illegal actioru. 

A more purptnive use of the commit¬ 
tees of the legislatures to this end needs 
to be made than has been the case so far. 
In this context the very constructive inputs 
from all parties that the Swiss have suc¬ 
ceeded in securing through small but ef¬ 
fective committees of the legislature at¬ 
tached to each ministry deserves the con¬ 
sideration of our authorities. 

The objective of reaching compromise 
solutions for divisive problems will also 
be helped if greater use is made of com¬ 
missions and tribunals comprising emi¬ 
nent and respected persons, who have no 
political axe to grind, in sorting out 
various controversial issues before such 
matters are taken up by the decision¬ 
making authorities. Such commissions 
and tribunals should have at least thfee 
members so as to ensure greater public 
confidence. 

In the ultimate analysis, success of a 
political system depends only partly on 
the legal, administrative and financial ar¬ 
rangements. They depend very largely on 
human behaviour at different levels ol 
government. 

Moderation in approach and conduct 
on the part of the important parties is the 
key to a healthy political system. Ex¬ 
tremism on the part of any of the parties 
is bound to trigger off opposite ettiemism 
in some other party, adversely affecting 
th«r relations. And when passioiu are 
roused, reason flies out through the win¬ 
dow. Passion also tweeds dictatorship 
which inevitaMy leads to bitter clash and 
rights and wrongs of a case arc forgotten. 
It is largely through timdy mediation by 
other parties who ate non-partisan in 
regard to the disputed issues and ham a 
mote objective view that such extremism 
can be curbed. Since the position will dif¬ 
fer from issue to issue; it should be the 
duty of all concerned to nuke concerted 
effort aU the time to promote mutual 
understanding and aooonunodation if the 
political system is to be put on a sound 
and constructive basis. 

Some extremism accompanied by 
violent militancy may occur in aO pdhical 
systems. In faM, militancy is as old as 
organised government. It is loss of hope 
for fair deal from govermnent which 
usually breeds militancy. In dealing with 
militancy, a policy of tranqiaicnt fair deal 
and diffusion as well as defuskm of ten¬ 
sion will be very useful complement of 
any policy of deterrence by police or 
armed forces that may be deei^ to be 
necessary. Some of the reforms in our 
political system suggested in this article 
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are designed inter alia to facilitate such 
diffusion and defusion, promote consen¬ 
sus and help present a humane face for 
the government. It needs to be emphasised 
that militancy is frequently anti-demo¬ 
cratic and inhumane. While for curbing 
militancy, all the four traditional strate¬ 
gies, viz, sham (peace negotiations), dan 
(nnancial compensations), hhae/(division) 
and danda (punishment) may be needed 
in suitable sequence and proportions, the 
main emphasis should be on the first. 

It will help reduce substantially the 
growing public discontent against our 
system of governance if the proposals for 
appointment of a Lok Pal at the Union 
level as well as Lok Ayukts at the level of 
states, with adequate authority, finance 
and suff. on the lines of ombudsmen in 
Scandinavian countries, are implemented 
without further delay. The resources need¬ 
ed by the ombudsmen should depend ikm 
on the executive but on a committee of 
the legislature This measure will act as a 
useful safety valve against the dangerous 
welling up of grievances of disadvantag¬ 
ed groups today in the absence of an easily 
accessible non-partisan authority which 
could ensure that their ‘common causef 
got prompt and fair consideration. 

Of course; the reforms suggested above 
will only help reduce the deficiencies of 
our political system within the bounds of 
our present constitutional structure: Defi¬ 
ciencies arising from our economic struc¬ 
ture will still continue to affea the end 
result to the extent not corrected by these 
reforms. It needs also to be recognised 
that our present ‘mixed economy* system 
is tending to become more of an ‘oligopo¬ 
ly in oligarchy’ than either ‘free market 
economy in a democracy* or ‘command 
economy in a dictatorship’. If there is col¬ 
lusion between ‘profit seeking’ 
oligopolists (irrespective of whether they 
are in public or private sectors) inter se or 
between ‘quasi-rent seeking’ oligarchs (ir- 
respeaive of whether they are politicians 
or bureaucrats) inter se or between both, 
it will make matters much worse from the 
standpoint of social welfare. With com¬ 
petition, ‘profit seeking’, unlike ‘quasi-ient 
seeking’, favours efficiency. There is, 
therefore, imperative need to minimise 
collusion and secrecy in the system and 
maximise competition and public scrutiny. 
Effeaive legal ban on restrictive practices 
by businessmen, curbing fair competition 
and seeking monopoly profit, and unethi¬ 
cal praaices by ministers and bureaucrats, 
seeking illegal gratification (quasi-rent), 
collusion and power, needs to be design¬ 
ed and strictly enforced by a high power 
vigilance commission supplemented by 
careful scrutiny by the legislature and the. 
press. 

This is really the crucial issue and not 


so-called privatisation versus socialisa¬ 
tion. This makes it essential that the 
system of government should be as pro¬ 
posed above, ensuring fairplay and general 
welfare. 

Even our ‘mixed economy* of private 
and public sectors can be made signi¬ 
ficantly more efficient and equitable if the 
recommendations made above are supple¬ 
mented by three other measures: (i) mak¬ 
ing all our control laws strictly time 
bound, say for’a maximum of three years, 
renewable only by the legislature up to a 
similar period, (ii) requiring a committee 
of the l^latuie to rteview the procedures 
and siK of the bureaucracy once every 
three years, and (iii) changing our labour 
laws from the Briti^ ‘trade union’ to the 
Japanese Vximpany union’ model. 

Compared to our present confronta¬ 
tional system, the reformed co-operative 


system proposed in this article would be 
tetter for ensuring competition and public 
scrutiny and also for taking the needed 
countervailing action when any group in¬ 
terest threatens to override social interest. 

Referencea 

S R Sen. ‘Heartland and Borderland', EPW, 
May 18. 1991. 

GoverntiKni of India. Report of the Commis¬ 
sion on Centre-Sute Relations. 1988. 
Supplementary Note to the Report of the Com¬ 
mission on Centre-Slate Relaiions by ^ R 
Sen, reprinted in India Quarterly, January- 
March. 1989. 

S R Sen, ‘Reforming Our System of Govern¬ 
ment'. EPtfr. March 2-9, 1991. 

—‘ElectomI System: Uigency of Bask Reforms', 
EPt*'. February 9. 1991. 

—'Oligopoly in Oligarchy', EPUt, September 7. 
1991. 

—'Too Late, Too Little'. EPtV. June 1-8, 1991. 


INDIi 


OUTSTANDING BOOKS 

INDIA ON THE ANVIL 

Exploring Successes & Failures 

Nurul Huda 

Portrays an objective socio political picture of the 
Indian scene in the present decade and discuses the 
various socio-cultural. political. & educational issues 
facing the country. 

1992 ISBN 81-7169-196<X Rs. 200 

SCIENCE & HUMANISM 

Towards a Unified World View 

P.L. Dhar & R.R. Gaur 

Discusses Science and Humanism as two 
complementary aspects of human endeavour towards 
fulfilment of our ultimate aspirations, viz., peace & 
happiness. 

19^ _ ISBN 81-7169-222-2 _ Rs. m 

Save Indian Publishing—Buy Indian Books j lZ 



COMMONWEALTH PUBLISHERS 
4378/48, Ansari Road, Murori Lai Street, 
New Delhi'110002 Phone : 3272541 




i* 


Economic and Political Wrekly January 2-9, 1993 




REVIEWS 


At the Labour Market’s Mercy 

Shakti Kak 

Enabling People to Help Themaelves: An Empioymenl and Human 
Resource Development Strategy for Piddstan in the 19908 by John 
Cameron and Mohammad Irfan; International Labour Office-Asian Regional 
Training and Employment Programme (ILO-ARTEl*), Geneva, 1991. 


THE problems of unemployment and 
poverty in the developing countries temain 
unsolved and for this reason the studies 
sponsored by ILO-ARTEP continue to 
play a useful role for researchers and plan¬ 
ners. The book under review presents the 
results of a research project on employ¬ 
ment and human resource development 
strategies for Pakistan. The book evalu¬ 
ates the present employment situation in 
Pakistan and examines the changes in the 
capacity of various sectors of the economy 
to absorb labour power. The study also 
develops an employment strategy for the 
90s by means of a simulation mt^el. The 
issues raised in the book are of continu¬ 
ing relevance to developing economies that 
have followed development strategies bas¬ 
ed on inequitous patterns of distribution 
of land holdings and on what may be call¬ 
ed elitist industrial policies. The major 
limitation of the book is that in visualis¬ 
ing a role for the state the authors have 
not taken into account its class character 
or the vested interests of the ruling classes. 

Over the last two decades, the labour 
force in Pakistan has grown at a rate of 
more than 3 per cent per annum. The high 
rate of growth of the labour force, com¬ 
bined with inerrasing participation by 
women in the labour force and changes 
in the structure of Pakistan’s economy 
have made the unemployment situation 
acute and complex. Pakistan is predomi¬ 
nantly an agricultural economy, with most 
of its population employed in the rural 
sector. Pakistan’s countryside is charac¬ 
terised by a highly inequitous distribution 
of land and other assets. Land reforms 
have not succeeded. While government 
policies did lead to increases in the out¬ 
put of agriculture and the manufacturing 
sector, they also gave rise to several other 
social and economic problems. Produc- 
tioii methods changed and over a period 
of time employment began to decline in 
these sectors. Subsidised credit for 
mechanisation in agriculture led to in¬ 
creased displacement of labour which led 
to a declining elasticity of employment 
with respect to the value of output. “The 
use of these modern inputs exerted pres¬ 
sure to enlarge operational holdings”' 
(p il), further accentuating inequalities. 
In addition, “the labour-land ratio in the 


medium and large farpis appears to have 
declined during the 1972-80 period” 
(p 12). The capacity of agriculture to ab¬ 
sorb labour power has declined; as a result 
there has bMn a substitution of family 
and casual labour for permanently hired 
labour. 

From the early 1980s the manufacturing 
sector also experienced a declining output 
elasticity of employment. “Empkqnnent 
generation in the large-scale manufactur¬ 
ing sector has been less impressive than 
its growth in value terms. In comparison 
to the investment outlay and respectable 
grovvth in value added, estimated expan¬ 
sion in job opportunities in this sector has 
not been encouraging” (p 14). ”... large- 
scale manufacturing in ftkistan is more 
mechanised than can be warranted by the 
relative availability of labour compared to 
availability of foreign exchangi^’ (p 62). 
As a result of government policies, distor¬ 
tions have emerg^ in the relative factor 
prices of local labour and imponed 
machinery. It has been shown elswhere 
that “while labour productivity rose great¬ 
ly between I9SS and 1961, total factor pro- 
ductivity..actually tended to fid). This sug¬ 
gests that introduction of machinery was 
being pushed beyond the frontiers of 
economic rationality in practice'’ (p 63). 
The overall welfare of the working 
population was not ensured; a study con¬ 
ducted in 1990 showed “a widespread 
prevalence of ‘irregular/contract’ labour 
working 26 or 27 days per month for a 
monthly ‘household subsistence’ income^’ 
(p 65). Profits were obtained primarily by 
r^ucing wage rates and not ^ rationalis¬ 
ing other costs. 

In such a scenario, the small manufac¬ 
turing sector and the non-farm and un¬ 
organised informal sectors in the economy 
provide employment to increasing 
numbers of people. Establishments such 
as simple tool manufacturing units and 
repair woi kshops in rural areas as well as 
sutc services, rural development program¬ 
mes and traditional occupations provide 
employment possibilities for the rural 
population. In urban areas, construction 
activities, and trade and other activities 
in the unorganised sector become impor¬ 
tant sources of employment. The capaci¬ 
ty of these activities to generate employ¬ 


ment consistently is however limited since 
they are directly linked to the pace and the 
nature of economic development in gene¬ 
ral. On the basis of results obtained from 
a simulation exercise, the authors con¬ 
clude that unskilled labour in Pakistan 
will become increasingly redundant in the 
next decade and that there will be periods 
of shortage of skilled labour. The mis¬ 
match of supply of and demand for 
specific types of labour-power and hasty 
policy reactions by the government could 
lead to imbalances and excess supply in 
certain sectors. The authors envisage in¬ 
creased rural-urban migration as an 
escape from joblessness and poverty in the 
rural areas, and the possibility that the in¬ 
cidence of poverty in both urban and rural 
areas of Pakistan will increase in the 
1990s. Conditions for the educated will 
become difficult because of the imperfec¬ 
tions in the market as a result, inter alia, 
of the lack of objective information on 
all possible vacancies. The authors con¬ 
clude that their .statistical analysis in¬ 
dicates “a prognosis for the Pakistan 
labour market in the 1990s which hardly 
augurs well for Pakistan society... There 
is a ci^r need for new initiatives in well 
inforn^, cost effective state planning, 
working with people's planning (to utiHsej 
Pakistan’s resources to generate more pro¬ 
ductive employment” (p 39). 

The authors emphasise the need to for¬ 
mulate public policy to generate employ¬ 
ment for all sections of Pakistan’s socie¬ 
ty. They stress the importance of govern¬ 
ment intervention in areas such as the 
training of the labour force and education 
and the need for positive discrimirution 
for disadvantaged groups. The state also 
has to move into social sectors so a$ to 
ensure that educaiiori^ health and other 
social services are provided to the people 
at large (the social sector can also be a 
source of employment for the popula- 
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Iranis I Be atttli0fsuiidmcoic the m ' 

link between employinent. poverty and APPOINTMENTS 

wdal indkaiofs such as education and the 
sutus of women. Socio-economic factors 
such as the flow of incomes, the demand 
for child labour, the status of women, 
literacy and access to health facilities can 
be important determinants of fertility 
(p 77). An important reason for poor 
households to have large families is the 
realisation that “the labour market deci¬ 
sions arc not class-neutral” (p 78) and 
even with education the poor do not 
always experience inter-generational up¬ 
ward mobility or new. and higher, levels 
of status and income. 

ftkistani society is characterised by a 
high degree of discrimination and social 
prejudice against women and by social 
restrictions on them. In a countrywide 
survey it was found that “the workers in 
rural (industrial) units are predominantly 
male and only two women wage workers 
were found in the 328 units in the urban 
survey (though 6.S per cent of urban units 
are owned by women)” (p 89). In such a 
situation, the state has an important role 
to play in undertaking comprehensive 
em^oyment planning for women. The 
author suggests that a Ministry for 
Women’s Development be established so 
as to focus, on (1) improving procedures 
for collecting data reluing to women, (2) 
removing de jure and de facto 
discrimiiuiory legislation and r^ubtions 
and oiicnding protective bbour legisbtion 
to cover casual, contract and home 
workers, and (3) building a tnuning 
capacity for a cadre of Women’s Develop¬ 
ment OfTicers. The study also advocates 
providing material incentives to all 
employers to provide transportation to 
work-places, diild-caie facilities and equal 
access to training and career development 
for both men and women (p 106). 

Tb conclude; the authors point out that 
the bbour market cannot treated like 
any other market. They do not accept the 
argument that people are valuabb only as 
’human capital’ valued in the market 
(p idl). TIk authors emphasise that 
“martet based cakubtions in conditions 
of extreme inequalities in power will tend 
to give low market values to the activities 
of the powerless” (p 102). They also point 
that “while the general tre^ towards 
deregulation wiU increase opportunities 
for economk tents in othei markets, the 
bbour market will be vulnerabte to in¬ 
creased manipubtions by informal job- 
brokers in the private and public sectors” 

(P94). 

At a tinw when the government of 
India, under pressure from the Interna¬ 
tional Moneury Fund, proposes to make 
an bxit policy’ central to labour market 
adjustment, this is a timely warning. 
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'ilie tSengal Weaver Kevisited 

Kanakalalha Mnkund 

The Company U^ven of Bengal by Hameeda Hossain; Oxford University 
Press. Delhi; pp xvii + 211, Rs ISO. 


TO students of Indian history, perhaps 
nothi^ cxempUnes the impact of colonial 
exploitation on the indig^us economy 
as the decline of the Bmgal muslin in¬ 
dustry. with the concomitant loss of a 
tradition of craftsmanship and acellenoe. 
This also marked the beginniiig of India’s 
downward slide into dependence and 
underdevelopment, after centuries of 
having been a leading exporter in the in¬ 
ternational market. The explanations and 
analyses of the context in which these 
changes took place vary accordi^ to the 
orientation of the writer—^nationalist’. 
‘neo-Marxist’ or good, oM-bshioned im¬ 
perialist’. This work consciously avoids the 
rigidities of any of these frameworks, and 
seeks to cxpUn the crisis in late 18th 
century Bernal as the result of the inter¬ 
action of several factors and forces, part¬ 
ly external and partly internal and 
structural. 

The role of the English East India 
Company (hereafter Company) is seen as 
the crucial factor of the entire process. 
Hossain’s analysis of the role of the Com¬ 
pany brings home the point that it was 
neither a homogeneous, monolithic in¬ 
stitution, nor static in its (rf>jcctivcs and 
aaivities. As the Company’s activities 
grew, its perception of itself as a purely 
commercial enterprise gave way to the 
Company as a political power, and this 
transition itself contain^ the seeds of 
internal contradictions which resulted in 
the political objectives and the need for 
revenue and tribute overriding the com¬ 
mercial objectives. This Hossain secs as 
the critical factor in the decline of the 
weaver and cloth production in Bengal 
which was yet to recover from the chaos 
and disarray of the Maratha itwasion. 
Some of the basic contours of the story 
that Hossain relates are well known and 
have been documented for other regions 
as well as Bengal: the great surge in de¬ 
mand for Indian textiles in Europe as the 
18th century progressed, the consequent 
fierce competition among the European 
trading companies to comer as la^ a 
share of production as possible^ and the 
various ways by which the English, speci¬ 
fically, established monopsonistk control 
over the weavers, and the abuses per- 
prualed by the intermediaries (‘gomaslas’) 
employed by the Company as well as by 
Company servants for their private 
trade, all of which discouraged produc¬ 
tion. 

Documenting this process in Bengal, 
Hossain builds up a meticulously detailed 
picture of all aspects of it, in addition to 
the ramifications of the Company’s dual 
role as trader and ruler. In order to arrive 
at a better understanding of the structure 


of the textile industry, she starts with an 
exhaustive account of tlw processes in 
muslin production. Some of her observa¬ 
tions, though not always stated exididtly, 
merit attention. In tn^itional organisa¬ 
tion. the concept of per capita productivi¬ 
ty had little relevance^ and, in fact, pro¬ 
ductivity enhandng technology h^ a 
negative efferx on quality. Maximisiiv 
output was the main objective; and this 
was achieved through a high degree of 
subdivision of labour, while surplus 
capacity to cope with fluctuations in de¬ 
mand was assured through easy access to 
raw material, low wages ai^ surplus 
labour. But the increased demand from 
Europe was of a magnitude that these 
built-in regulators could not deal with in 
the short run, at least, not without some 
price adjustments, primarily because the 
locally grown cotton had to be sunile- 
ment^ with imported cotton to meet the 
additional demand. At about the same 
time, recurrent famines and political 
upheavals had also pushed up subsistence 
costs, and manufacturing costs had in¬ 
crease because of both factors. The 
Company, howevo', operated on the sim¬ 
ple maxim that the doth trade had to yield 
the hijdMst possible profit, and refuse to 
sanction any increases in piecegoods 
prices, whatever the circumstances. 
Because of this obdurate policy, Hossain 
estimates that the Company price was 
only 73 to 80 per cent of the price which 
the weaver deemed as remunerative; and 
between 1788 and 89, on several ‘khas* 
varieties of muslin, weavers’ earnings 
actually declined by 2S percent or more. 
Und« these amotions, it was little 
wonder that the weaver was ultimately 
driven from his occupation. The basic 
philosiqrhy of the Company, Hossain 
argues, was the extraction of surplus, 
rather than creating the conditions, 
throng investments in technology uid 
impro^ organisation, for strengthening 
indigenous production (p 78). 

As a commercial enterprise the Com¬ 
pany sought to secure supremacy in 
sev^ ways, and especially in a situation 
where demand exceeded supply, iheir 
foremost concern was to establish mono- 
psonistic control over the producers in 
every way possible. This would not only 
assure them of a steady and adequate 
supply of cloth, but also etmble them to 
maintain imoes utificially low. In addi¬ 
tion to being subject to a hierarchy of 
intermediary Company employees super¬ 
vising and controlling him, the weaver was 
also governed by a complex system of 
strictly enforced contractual terms and 
agreements, reinforced later (after 1772) 
by a specially devised legal framework 


wiiicn'Bepi'Trnapernameiiuymameiranr 
indebted to the Company. 

At the same time, the production 
system also faced a crisis of inadequate 
capital investment. The internal sources 
of capital mainly surplus profits of the 
indigenous merchants whidi had been 
reinvested within Bengal, had dried up 
due to years of war and plunder. The 
English private merchants were only in¬ 
tent on repatriating all their profits 
to Eni^and. While land revenue collec¬ 
tion intensified under Company rule, the 
Company’s main interest was to maxi¬ 
mise revenues in order to utilise the 
funds to finance its expansionist activi¬ 
ties elsewhere. Thus b^an a consistent 
drain from Benpl whi^ was, Hossain 
remarks, more intensive and unilateral 
than h^ happened even under the 
Mughals. 

Under all these negative conditions 
when, simultaneously, due to the famines 
and the resurgence of the rural landed 
elite; the demand for agricultural labour 
was going up, there was little wonder that 
the weavers abandoned cloth production 
and turned to agriculture for their 
livelihood. 

Hossain knits these ^uments together 
with a wealth of detail on markets arul 
merchants, bullion flows and currency, 
and rurri power equations to premt a 
cohesive and comprehensive narrative of 
the causes and the process of the decline 
of traditirmal tactile production in Bengal. 
However, the bcx>k also suffers from cer- 
rain structural weaknesses. A minor criti¬ 
cism is that each chapter is written as an 
individual; unconnected piece, so that 
there is a considerable degrre of avoidable 
repetition and overlap at several points in 
the book; in fiKt the chapter on the Dhaka 
Huangs’ recapitulates so much of what has 
already been said that it is not clear what 
its special contribution is to the study. 
More importantly, this work tends to be 
ahistoricri in its perspective. The textile 
industry in Bengal is neither Bnked to its 
past nor to the inmnational developments 
in technology or trade which happened 
during the 18th century. FurthCT, in spite 
of her assertion that the crisis of the 
weaver must be seen as the result of the 
intermxion of several exr^enous and 
endogenous forces, Hossain does ulti¬ 
mately tend to pinpoint one single oc- 
ogenous variidsle—the policies of the 
Company—as its cause. The absence of 
a framework means that Hossain is able 
to be more flexible in some aspeas, but 
it also weakens the work in that it is not 
mooted to a reference point, which would 
enable us to understand the decline of 
indigenous forms as a part of a Iwger 
historical process with worldwide rami¬ 
fications. Ihken in all, this is a signiricant 
work of scholarship, and offers a good 
insight into the complexities of a sys¬ 
tem in the crisis of transition in the 
specific political and economic condi¬ 
tions prevailing in a given region at a given 
time. 
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SPECIAL ARTICLES 


Controlling Inflation 

Some Analytical and Empirical Issues 

V 


/n its perception of the probtem of irflation the finance ministry has placed excessive emphasis on the demand- 
pull factors, overlooking the strong cost-push phenomena that have characterised the Indian economy in recent 
years. An across the board contractionary fiscal and monetary policy, even if effectively implemented, is not a 
good substitute for effkieni resource utilisation. In fact it may hurt the economy and turn out to be stagnationist, 
at least in the short run. 


1 

Introduction 

THE finance ministry’s optimism regar¬ 
ding the prospects of controlling inflation 
during this financial year* is based on a 
number of analytical arguments and em¬ 
pirical judgments that need to be critically 
examined. Some of the problems appear 
to arise from the widespread confusion 
about the analytics of relationship bet¬ 
ween demand, costs and prices.’ Since 
the ministry’s perception of the causes of 
inflation and consequently the sliategies 
for its control follow a definite line of 
reasoning, an evaluation of the underly¬ 
ing issues is a matter of considerable prac¬ 
tical significance rather than one of mere 
academic hair-splitting, particularly in the 
present context. 

The ministry’s view that the recent spell 
of inflation has been caused by excess de¬ 
mand rests heavily on the fact that prices 
of agricultural pr^ucis in particular and 
of primary sector products in general have 
risen faster than prices of manufactures.' 
Finance ministry also attributes excess de¬ 
mand to fiscal and the consequent 
monetary imbalances that have developed 
in the economy over the last few years.'* 
In addition. Economic Survey (ES) also 
draws attention to several factorsi 
operating on costs and supply.' 

There are thus three elements that shape 
the FM’s perception of the problem as 
well as of its effective solution. These are: 
(a) inflation is primarily caused by 
demand-pull factors, (b) excess demand 
is overwhelmingly the result of fiscal 
policy that has been pursued over the 
recent years and, (c) reduction in the 
monetised deficit will dampen excess li¬ 
quidity and thus ensure price stability. 

II 

Obtwrvaiion and Inference 

Let us first consider an elementary but 
important methodological question. Sup¬ 
pose there are two markns for which 


supply and demand functions are as 
follows: 

q? * a„ - a,P| -i- Zd 

q‘ = bg -r b,p, - bj Zs 

and, 

qj = «o - »iPi+ 

qj “ + PiPi ~ Pi 

where q denotes quantities, p unit prices; 
and, superscripts d and s denote demand 
and supply. Zd and Zs are proxies for ex¬ 
ogenous factors which influence demand 
and supply respectively. For instance, Zd 
may include money supply per unit teal 
GDP and/or per capita real disposable in¬ 
come, whereas Zs may consist of wage rale 
and other input prices affecting costs of 
production. This is in fact the reason why 
and by have negative signs attaehed to 
them. For simplicity we assume that Zd 
and Zs are common to the two markets. 
All variables are measured on the logari¬ 
thmic scale. Hirther, supply shocks caus¬ 
ed by poor monsoons or energy problems 
could be captured by Zs but for conve¬ 
nience we assume that these ate captured 
by the parameters by and Note that 
the slope parameters are positive. 

Assuming market-clearing equilibrium 
the two prices are given by 




Pj= 


b, 

Zd+- - Zs 

a,+b, 


Differentiating with respect to time would 
yield. 





(4) 


where, n, and denote rates of price in^ 
creasc/dccrease in the two markets. Zd 
and Z!s ate rates of change in the two ex¬ 
ogenous variables. Which represent 


demand-pull and cost-push factors. 

Suppose now that market 1 is the 
agricultural .sector and market 2 is the in¬ 
dustrial sector. Equations (3) and (4) 
merely say that the rates of price increase 
in both sectors arc caused by demand-pull 
as well as cost-push assumitig, for the pre¬ 
sent, that supply shocks are negligible. 
That n, is large relative to ir^in no way 
permits the inference that ^ ts large 
relative to /s. b,, i e, the price elasticity 
of supply for the agricultural products is 
negligible is not suff icient to support the 
above inference. Additional drastic 
assumption, eg, b^ and '-^to, albeit 
very small, would be necessary. 

In fact, low price elasticity of supply in 
agriculture only implies that the coeffi¬ 
cient of zZ and ^ in (3) are larger relative 
to what these would otherwise be. Con¬ 
sequently, even relatively small changes in 
Zd (e g, increase in money supply) or in 
Zs (e g, increase in input prices, say, wage 
rate) would lead to larger changes, albeit, 
increases in n,. But this is entirely a dif¬ 
ferent proposition n, being large does not 
imply that z3 is larger than zS. The 
obverse of this phenomenon is that a 
larger value of p, would imply smaller 
magnitudes for Hj— even as Zd and Zs 
are the^same. In neither t^se can we argue 
that Zd is laiger than Zs if n, is larger 
than jiy* It is important to note that even 
the drastic additional assumption, viz, 

- = 0 would in fact enable us to 

make the foregoing inference only if 



a,+b, “i+Ai 


But, in accepting all this a *priori’, not 
only is the answer being assumed but also, 
the que.stion of the price elasticity of 
supply too rendered irrelevant. 

Ill 

Facts on the (Ground 

Turning now to the empirical issues let 
us first review the recent Jtiends in prices 
and money supply. Table I ^ves the an- 
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nual rates of change in money supply 
(narrow and broad) and in the wholesale 
price indexes of ail commodities and some 
groups of commodities. One imporunt 
aspect of the figures is that the growth of 
liioney supply—measured either way— 
shows no steady acceleration. In fact, with 
the exception of the year 1989*90, which 
records the highest rate of money supply 
growth, acceleration has all along bwn 
followed by deceleration.^ On the other 
hand, increase in the wholesale price in¬ 
dex (for ail commodities) shows a steady 
acceleration since I98S-86, with the excep¬ 
tion of I98S-86. This shows that while the 
Tinancc ministry’s concern for liquidity 
overhang cannot be entirely dismissed the 
view that monetary expansion had led to 
building up the momentum for inflation 
appears to be exaggerated. Figures in Ihble 
'I show that the relationship between 
monetary growth and price increases is 
even weaker if we go b^nd the overall 
price index and consider trends in the sec¬ 
toral price levels. We shall return to this 
■question. 

Like Ihbic I, Ibble 2 gives for each 
month November 1990 through July 1992 
rates change in P, M, and M, over the 
preceding 12 months. One point to be 
underlined is that slowing down ip the rate 
of inflation since September 1991 has oc¬ 
curred in spite of much higher rate of in¬ 
crease in Ml and nearly the same if not 
higher rates of growth in M3. An explana¬ 
tion for this may lie in lags in response 
but not entirely. A good deal of the 
deceleration, I believe, is due to a reversal 
of inflationary expectations. 

In the passing, let us mention two ques¬ 
tions that are relevant to the effectiveness 
and consequences of contractionary fiscal 
policies. First, how far can the deficit- 
nominal GDP ratio be brought down 
under continuing inflationaiy conditions. 
Second, whether an effective reduction in 
this ratio also implies a sizeable reduction 
in the nominal magnitude of the deficit.' 

lb understand movements in prices 
more closely, let us look at Ikble 3 which 
gives month-wise rates of increases in the 
average price index of all commodities 
and groups of commodities—in each case 
over the preceding twelve months. Two 
observations are warranted on the basis 
of these figures. First, even though the 
overall rate of price rise hit the double 
digit figure in November 1990 and cross- 
td the IS per cent mark in August 1992, 
Kceleration has not been steady. Nor has 
here been a definitive deceleration in this 
'ate until the close of 1991.* Second, 
whereas the overall inflation rate peaked 
In September 1991, increase in the price 
level of food articles continued to ac* 
■derate until November—reaching near- 
'y 25 per cent in that month. Also, bet¬ 


ween August and December of 1991 prices 
of primary commodities continued to in¬ 
crease at the rate of about 20 per cent. 
Deceleration in the overall inflation has 
thus been due to the substantial slow 
down in the rate of increase of price of 
manufactures. Hiat being sa what are the 
prospects of controlling inflation in the 
immediate future. That preliminary week¬ 
ly figures for October should indicate that 
the inflation rate is again moving towards 
10 per cent caSinot be easily overlooked. 

IV 

Casta and Prices 

In the foregoing discussion we have 
almost eiclustvely focused on the demand 
side of the problem—or, more specifically 
on the money supply-price level relation¬ 
ship. There are however, good reasons to 
believe that this relationship is not as 
strong as often believed to be Though the 
diametrically opposite view that money 
supply exerts no pressure on prices is not 
sustainable, the growing recognition that 
cost factors play a vital role in determin¬ 
ing the course of price movements is sup¬ 
port on enfmcal as well as analytical 
grounds.'*’ While mark-up pricing rule 
does not ensure market clearing price ad¬ 
justments the mark-up factor may, in 
principle^ respond significantly to the 
prevailing market conditioiu. If the lat- 
tCT are in turn influenced by money sup¬ 
ply, among other factors, then one would 
expect a mon^-price relationship to hold 
indrecUy. 

Theoretical literature on cost-push in¬ 
flation places much emphasis on the role 
of wages. But, there are several other 
sources of variation in the unit costs of 
production that ate empirically signifi¬ 
cant. These include prices of imported 
materials and capital goods, critical in¬ 
termediates including oil products, fer¬ 
tilisers and agriculture-ba^ industrial 
inputs. Many of these products are either 
supplied or rrairketed government. The 
importance of these factors is likely to 
increase in the years to come. In a recent 
study Mittal [1991] shows that increase in 
administered prices, excluding agriculture 


altogether, contributed more than 2S per 
cent to the observed inflation during the 
period 1970-71 through 1984-13, and more 
than 31 per cent if we consider only tlx 
first half of the 80s. If these calculations 
are updated to cover the entie last decade, 
the contribution of the administered 
prices to inflation would work out to be 
much higher. This is, of course, excluding 
the effect of price intervention in 
agriculture. With the discontinuation of 
budgetary support to public sector enter¬ 
prises an upward movement in the prices 
of their products will be unavoidable." 

It rpust be noted that the empirical 
finding showmg import prices to be unim¬ 
portant in influencing price movements 
will no longer be valid with globalisation 
of the economy. IWo points of immediate 


Table 2: Monthwise Annualised Rates of 
Change in Monev SuprLv and Pkices. 

(Ar cmi change} 


Month 


P 

M| 

M, 

November 

90 

I0.S 

17.0 

I8J . 

December 

90 

12J0 

13.8 

13.8 

January 

99 

12.9 

IS.6 

13.9 

February 

91 

I3.S 

I6.S 

16.3 

March 

99 

12.7 

14.7 

13.8 

April 

9* 

11.6 

1X3 

16.0 

ktey 

•9 

11.8 

16.8 

17.6 

June 

99 

12.2 

I6J: 

17.6 

July 

99 

13.1 

16.8 

16.0 

August 

99 

16.1 

16.4 

16.6 

September 

99 

16.3 

18.S 

17.9 

October 

99 

14.7 

20.1 

18.6 

November 

91 

13.7 

22.6 

17.7 

December 

91 

13.2 

21.8 

17.5 

January 

92 

12.8 

23.7 

18.8 

February 

92 

12.1 

20A 

17g 

March 

” 

14.1 

21.9 

18.2 

Aprril 

99 

13.3 

23.5 

18.3 

May 

99 

13.S 

23.8 

18.7 

June 

99 

13.6 


19.7 

July 

M 

12.9 



August 

99 




September 

99 




October 

99 





Nout. M, • Narrow money supply; M, 

Broad money supply; P = WPf all 
commodities; PP » WPI primary 
commodities; PM WPI manufac- 
lures: PF « WPI all food products; 
PfA > WPI food articles. 


Table I: Annual Rates of Change in Money Supply and Pxices 


cent change} 


tar 

Ml 

M3 

P 

PP 

PM 

PF 

PFA 

1983-84 

13.9 

17.9 

7.5 

10.3 

3.8 

13.4 

14.4 

1984-83 

19.9 

18.7 

6.3 

6.8 

7.3 

4.5 

3.9 

1985-86 

10.0 

16.1 

4.4 

0.0 

5.1 

1.8 

1.3 

1986-87 

17.4 

18.8 

5.8 

8.7 • 

4.0 

10.4 

10.4 

1987-88 

12.7 

13.3 

8.2 

11.7 

7.8 

9.0 

8.8 

1988-89 

13.3 

18.4 

7.3 

4.6 

9.4 

8.2 

9.9 

1989-90 

21.7 

202 

7.4 

2.5 

11.2 

4.6 

1.1 

1990-91 

14.4 

14.9 

10.3 

12.8 

8.3 

11.6 

12.3 

1991-92 

18.1 

18.3 

13.7 

18.2 

11.3 

18.3 

20.2 
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interest in this context are the required in> 
crease in the eachange rate (rupees per US 
dollar) to maintain the tempo in export 
growth and a substantial increase in the 
prices of crude which is in the offing after 
a long spell of its stability—in fact ever 
since the Iraqi conflict. 

Another push on the unit costs of pro¬ 
duction, not widely recognised, comes 
from the interest rates. This is a signifi- 
cult component of costs not only in the 
organised but also^ and perhaps even more 
so in the unorganised sector.'^ A related 
issue is also that of investment by new en¬ 
trepreneurs who are expected to enter the 
industrial arena in the wake of the new 
economic policy regime. High interest 
rates and high inflation are both likely to 
discourage investment by new enterprises, 
particularly those dealing with new pro¬ 
ducts. Estabiidied enterprises on the other 
hand will be prone to pass on high interest 
rates to their product markets. This fac¬ 
tor assumes unportance with the public 
sector as well as organised private enter¬ 
prises having to depend increasingly on 
unsubsidised borrowings from the muket. 
Price increases on this account in the 
short- to medium run are thus 
unavoidable. 

An activist price intervention by the 
government in agriculture has substantial¬ 
ly eroded the erstwhile fkxiirice character 
of agricultural product markets. For wide¬ 
ly known reasons, this intervention is like¬ 
ly to continue A hefty increase of up to 
17 per cent in the procurement/support 
prices of cereals, coarse grains and some 
raw materials as announced recently 
strengthens the perception that increase in 
the agricultural-input prices in the wake 
of decontrol will be fully accommodated 
by procuremort/support prices. Obvious¬ 
ly, there will be corresponding increases 
in cost of living and costs of production. 
If the former gives rise to the demand for 
an escalation in wages it would be fully 
justified and hence hard to resist. 


Some Concluding Remarks 

The issues considered in the foregoing 
ate not merely a matter of analytical 
refinement but much more of practical 
importance Effectiveness of policies to 
control inflatbn is inseparably contingent 
on whether of the sources of inflation ate 
correctly perceived. It is here that we feel 
that the Hnance ministry has placed a 
relatively excessive emphasis on the 
demand-pull factors—overlooking the 
strong cost-push phenomena that have 
characterised the economy in recent years. 
An across-the-board conttadionary fiscal 
and monetary policy, even if effectively 
implemented, is not a good substitute for 


efficient roounae utilisaiiaa In fact it may 
even hurt the ectmomy and turn out to be 
stagnationist, at least in the short run. 
What is urgently needed is a measure of 
accoflntabiiity that must accompany ex¬ 
penditures on different activities. Fisi^ or 
monetary contraction resulting from this 
is desirable. This, of course, requires a 
greater measure of clear perception and 
a determined will on the part of the 
powers that be. 

As far as tKe present situation is con¬ 
cerned we have elsewhere argued that 
reducing the rate of inflation to a single 
digit is not passible either this year or, un¬ 
fortunately even in the next year.'^ It has 
been argu^ in Pandit [19929 that govern¬ 
ment will be making an over optimistic 
assessment if n assumes that a single digit 
inflation can be achieved and maintain¬ 
ed along' with the needed tempo of 
reforms. If it is serious about the an¬ 
nounced irreversibility of the new policy 
direction then it must seriously work out 
the promised ‘safety net’ for the 
vulnerable sections of the society. Failure 
to do this will jeopardise the entire 
package—landing the country in a bigger 
mess than it has experienced ever before. 
Policy reforms involve adjustment costs 
in the short and the medium run which 
cannot be wished away. These will main¬ 
ly take the form of inflation and increas¬ 
ed unemployment for the nect few years. 
The basic question then is how these costs 
should and can be shared by the different 
sections of the society. Unfortunately 
there is no indication so far. beyond the 
usual rhetoric, that the government has 


seriously addressed itself to these issues. 
Even when all goes well, and the new 
policies turn out to be successful at the 
macro-kvei, several problems at the micro¬ 
level will require urgent attention if the 
new policies are to be sustained for an 
adequate length of time. 

Notes 

[This paper is part of a wider ongoing work on 
macro-econometric modelling for India, i am 
indebted to K Krishnamurty for helpful 
ccHnments.] 

1 "With the Shove measuies it will be possi¬ 
ble to make the economy more inflation- 
proof and more dynamic...” Economic 
Survey. IW-93 (ESf, Vbl I, p 22. 

2 For a discussion of some of the underlying 
issues and a critique of the widely held views 
see Mukherji, Psndit and Sundamm (1992, 
1990). 

3 Prefacing the discussion on inflation-£5 
says, "... A number of demand-pull and 
cost-push faaors have been mentioned as 
potential causes. On examination, excess 
demand is found to be the more important 
cause. This is indicated by the pattern of 
price changes.. 

4 . The eicess demand pressures in the 
economy were primarily generated by ex¬ 
pansionary fiscal policies of cential and 
state governments in previous years... 
Apart from the immediate net increase in 
experftliture, monetisation of the deficii 
builds up a liquidity over-hang which fuels 
a general increase in demand..ibid. 

5 “... At the Stan of the current inflationary 
phase, the prices of fuels and lubricants as 
well as of primary goods jumped sharply. 
The rise in the former was triggered by the 
supply disruption and the increase in oil 


Table 3: Monthwise Annualised Rates of Pbice Incxease bv Commodity Gaoui>5 


Month 

All Primary 

Commodities Commodities 
(P) (PP) 

Food 

Ankles 

(PFA) 

All Food* 
Products 
(PF) 

Manu¬ 

factures 

(PM) 

1990 

September 

7.5 

9.6 

7.0 


6.5 

October 

8.9 

0.8 

10.3 

— 

7.4 

November. 

10.5 

13.4 

12.7 


7.6 

December 

12.0 

16.5 

16.7 

— 

8.9 

1991 

January 

12.9 

17.3 

19.6 

_ 

9.3 

February 

13.5 

19.2 

21.9 

— 

9.9 

March 

12.7 

17.9 

19-9 

17.4 

9.2 

April 

11.6 

:5.9 

15.9 

14.7 

8.5 

May 

11.8 

14.9 

14.3 

14.4 

9.7 

June 

12.2 

15.6 

16.4 

15.7 

9.6 

luly 

13.1 

16.4 

18.6 

16.6 

10.6 

August 

16.1 

20.1 

23.1 

20.8 

13.3 

September 

16.3 

20.6 

22.9 

21.7 

13.2 

October 

14.7 

19.5 

21.8 

18.9 

12.0 

NovemOer 

13.7 

30.3 

24.8 

2U 

11.4 

December 

13.2 

19A 

22.5 

19.7 

10.2 

1992 

January 

12.8 

18.8 

20.6 

17.4 

9.7 

i^uary 

12.1 

16.1 

1J.7 

16.0 

9.4 


Based on the weighted average of the prices of food ankles (piimary sector) and processed 
food products (manufactured) with weights 17.39 and 10.14 per cent respectively. 
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prices Rsulling from the Gulf Wu. The riw 
in agricuUiml prices, on the other hand, 
wu fuelled by a rather poor kharif crop of 
1990. .. .The sharp rise in procurement 
prices for foodprains and some cash crops 
over the last two years has also contributed 
to the inflationary pressures..ibid. 
i 1b quote the ministry of finance;"... Supp¬ 
ly factors determine the pattern of relative 
price changes, as ovctall ocesti demand puts 
greatest pressure on prices in sectors which 
have low elasticity of supply or which face 
supply cotBtraints...” ibid, 
f if we consider average rales of increase over 
the past three years, growth rate of M, 
shows a mild upward trend, but the growth 
rale similarly calculated for Mj shows no 
upivard movement. 

i If prices are rising at the annual rale p and 
real GDP at rate g then we have by simple 
arithmetic. 

n r;(Up)(Ug) „ 

—- XJ,,, 

where r,,, is the dendt-nominal GDP ratio 
in year i - I and r’ the target ratio for the 
current year and. D, and D,_, are the 
magnitudes of nominal deficit in the two 
years. 

> Recent reports of a slow down in the infla¬ 
tion rate are on the basis of preliminary 
figures as compared to revised Tiguies 
wheieas the earlier rates compare revised to 
revised. Thus, the comparison of inflation 
rates over recent months is tentative. 

I See; for enmple, Balakrishnan |l99i]. 
Chapter V for a structuralist view of infla¬ 
tion and some earlier studies (Bandit, I97S, 
1983] emphasising the role of costs in price 
movements. Krishnamurty, nndii and 
Sharma (1989) also find a significant effect 
of import prices on prices of capital goods. 

"... in order to reduce the fiscal deficit the 
government has had to permit an increase 
in some administered prices of basic goods 
and services. - ES, op ch. 

! nmdit (1983) estimates: 

Log Pm«2.378-t-0.23l LogfW/PPD) 
(13.74) (2.28) 

+ 0.379 Lo8 Pen 
(5.13) 

+ 0.<QI Log Pim4+0.I49 Log R 
(0.46) (2.24) 

+0.067 Log n 
(L6I) 

5 * = 0.998, DW = 1.66 

where Pm is the wholesale price indca of 
manufactures; Ben, the price index of 
energy: W, the nominal wage me; PRD; an 
index of productivity; Pim4, the import 
price of materials; R. the interest cost per 
unit output and a. the rate of proni. 
Numbers in the parentheses are the t-ratios. 
See also KrUmamurti; nmdh and Sharnm 
(1983) for icwhs mentioned earher. 

See f^ndii (1992) and Krishna, Krishnamur- 
ty and Pindil (1992). Bhafla |I992] argues 
that an analysis of the recent ^ta on 
quarterly inflation rates points to a rate of 
inflation of about 6 per cent during 1992. 
This result based on a purely statistical 
analysis using seasonal indexes is open to 
question 
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Muslims in Indian Political Process 

Group Goals and Alternative Strategies 

Omar Khalidi 

7b be represented to the state, minorities in India have three political choices: (I) they can join one of the par¬ 
ties sympathetic to minorities or secular in orientation; (2) they can work through a non-partisan pressure group 
that would ensure the Action of sympathetic individuals regardless of party qffiliation; or (3) they can form 
their own political party and try to extract benefits by holding the balance of power in a coalition government. 
Indian Mudims have tried all three approaches. 

This article reviews the manner in which Indian Muslims have sought to organise, protect and promote their 
interests in a democratic system. Its particular focus is on the strategy used by a minor political party, the Majlis 
in Hyderabad in the Lok Sabha electiorts in ivcm/ years. 


MORE than 2S years ago, American 
political scientist Theodore P Wright, Jr 
asked a general theoretical question as to 
the options available to a religious minori¬ 
ty in a democratic system such as India’s 
to organise, protect, and promote its 
interests. How can a minority do so most 
effectively?' Answering these questions is 
essential in the case of a widely and thin¬ 
ly dispersed group such as the Indian 
Muslims, a minority numbering nearly a 
100 million according to the 1981 census. 
This paper attempts an elaboration, up¬ 
dating, and re-evaluation of Wright’s 
arguments and conclusions. 

Since Indian Muslims ate not concen¬ 
trated in one geographic area, the alter¬ 
natives of independence, secession, oi 
large-scale migration to or merger with 
neighbouring states of shared beliefs or 
internal autonomy are all ruled out. 
Modern multi-ethnic states such as India 
tend to incorporate the citizens into state 
structure individually, to stress individual 
rather than collective rights and duties 
with respect to the state. Modern states 
define individuals as equals in rights and 
duties and apply impersonal and univer- 
salistic principles in regulating relation¬ 
ships within their authoriutive arenas. For 
a multi-ethnic state this generally involves 
encouraging acculturation to a common 
or cote culture and the promise of assimi¬ 
lation (structural incorporation into any 
strata of society) to those who do ac- 
culturate. An alternative approach, com¬ 
mon in pre-industrial .sutes, was to make 
individual incorporation into state collec¬ 
tive. In this case the state explicitly 
reco^ises the differences between consti¬ 
tuent groups and to some extent defines 
the relationship between a group and the 
government. In a situation like this neither 
assimilation nor extensive acculturation is 
encouraged. The Ottoman millet system 
is a familiar example of this sort. In 
the millet system, the minorities were 
represented by the community elite, which 
articulated minority interests and receiv¬ 
ed protection in return for co-operation 


with the government. To be represented to 
the state, minorities in India have three 
political chokes: (1) they can join one of 
the parties sympathetic to minorities or 
secular in orientation, such as the Indian 
National Congress or the Janata Dal; 
(2) they can work through a non-partisan 
pressure group that would ensure the elec¬ 
tion of sympathetic individuals regardless 
of party affiliation; (3) or finally, they can 
form their own political party and try to 
extract benefits by holding the balance of 
power in a coalition government. Indian 
Muslims have tried all three approaches. 

Since the freedom movement, the 
Indian National Congress (INC) has been 
in political alliance with Muslims as 
represented by the Jamiat al-Ulama-yi 
Hind, a party of the ulama associated 
with the Deoband seminary located in 
Saharanpur, UP. The Jamiat’s co¬ 
operation with the Congress has involv¬ 
ed a political bargain in which the ulama 
have given their support on the assump¬ 
tion that places of worship, religious 
endowments, Muslim Personal Law, and 
other institutions and aspects of Islamic 
culture would be maintained. The ap¬ 
parent liberalism and secular approach of 
the Congre.ss leadership toward the 
Muslims under Jawaharlal Nehru drew to 
the Congress Muslim politicians of 
various inclinations. In any case there was 
no real alternative to the Congress im¬ 
mediately after independence The once- 
powerful Muslim League had dissolved 
except in the old Madras province, and its 
members had either migrated to Pakistan 
or retired from politics or joined the Con¬ 
gress, where they were accepted despite the 
protest of ‘nationalist’ Muslims. 

Thus the Congress emerged at the 
beginning of independence as the natural 
instrument for the participation of 
Muslims in the new political process. It 
was both the dominant party and the one 
most strongly committed to secularism 
and to the protection of minorities. 
Muslim support to the Congress is evident 
from the number of votes received by 


Congress candidates in the three general 
elections 1952, I9S7, and 1962 (.sec 
Ihble I). 

These elections were held immediately 
after independence in the three major 
states of Bihar, UP, and West Bengal, 
where more than half the total Muslim 
population is concentrated. Muslims 
became disenchanted with the Congress 
after the communal riots in 1963. It was 
perceived as having betrayed the trust of 
the Muslims despite its dominance in 
national politics and despite unqualified 
Muslim support. The Congress govern¬ 
ments were .seen as having failed to pro¬ 
tect lives and property during riots, as 
having denied Muslims a fair share in 
education and in the economy, and as 
having deprived Urdu of its official status. 
Barring the exceptional cases of Maulana 
Abulkalam Arad^ and a few others. Con¬ 
gress Muslim leaders lacked self- 
confidehce and mass appeal. Generally 
speaking, Muslim activists who joined 
and received party tickets (i e, nomina¬ 
tion) to contest elections at the state or 
national level were seen as symbols of 
tokenism among the Muslim electorate, 
not as legitimate representatives of the 
Muslim community. This was demon¬ 
strated in a sensational speech in April 
1964 by N Muhammad Anwar, a Congress 
member of the Rajya Sabha, ir which he 
castigated his fellow Congress Muslims as 
’show boys’’ Congress Muslims became 
so dependent on the system that neither 
within the councils of the party nor in the 
legislatures were they able to ventilate the 
legitimate grievances of fellow Muslims. 
Most of the Muslims in the Congress, it 
was fell by the community, were reluctant 
to identify themselves with the hopes, 
aspirations, and demands of the Muslim 
constituents lest they be dubbed cxim- 
miinal and be refused party endorsement 
in the future. This was ironical, because 
the Congress patently gave nominations 
to certain Muslims in order to attract 
Muslim voters, especially from constituen¬ 
cies with a significant number of Muslim 
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votes. After having supponed the Con¬ 
gress for over a decade, Muslim politicians 
began to ask whether the interests of the 
community could not be better served by 
building up a more autonomous position 
for Muslims. 

When Congress party dominance in 
politics waned in l%7, a new strategy 
was attempted by the Muslim Majlis-i 
Mushawarat (Muslim Consultative Com¬ 
mittee or MMM). Founded in .August 
1964 during a meeting of Muslim leaders 
in Lucknow, it represented various schools 
of thought among Indian Muslims: 
Nationalist Jamiat al-Utama-yi Hind, 
Jamaat-i Isiami, Muslim League, and 
modernists both inside and outside Con¬ 
gress. In 1967. it published a People’s 
Manifesto and bargained with political 
parties and candidates to support it. This 
strategy failed becau.se it did not take into 
account the strong discipline exercised by 
Indian political parties over their 
legislators who could not defy the party 
line. After the election, the victorious can¬ 
didates elected with Majlis suppott backed 
out when the time came for impiemenu- 
tion of party promises.. Like the British, 
but unlike the American political system 
where a legislator’s loyalty is primarily to 
the constituents, the Indian system allows 
the political party to exercise great con¬ 
trol over the candidate. One might even 
say that the chances of MMM strategy 
succeeding were not there to begin 
with, given the peculiarities of the 
Indian parliamentary democracy. The 
Mushawarat has been dormant since the 
elections of 1967.* The failure of 
Mushawarat strategy gave rise to exclusive 
Muslim political parties such as the 
Muslim Majlis in UP in 1968 and Majlis- 
i ittihad ai-Muslimin in Andhra Pradesh, 
both modelled after and inspired by the 
succe.ss of the Muslim League in Kerala, 
which made an impressive debut in West 
Bengal by winning one parliamentary seat 
and seven state assembly constituencies in 
the 1971 eiectbns. The League strength in 
the Kerala legislature enabled it to hold 
the balance of potirer in every coalition 
government between 1967 and 1987 and 
again in 1991. The rationale for a separate 
Muslim political party, according to some, 
is that “within the context of Islamic 
political values, it is more important to 
Muslims to be represented by Muslims 
than by elected, politically accountable, 
non-Muslims”.’ This notion stems, from 
an Islamic belief that society is irrevocably 
divided between Muslims and non- 
Muslims. From this division it follows that 
those who are of the group are best 
qualified to speak for the group in a 
legislature. In contrast, the western liberal 
democracy tends to regard representative 
institutions as the repositories of national 


consensus, which is periodically renewed 
by elected majorities. The liberal view 
distinguishes sharply between a represen¬ 
tative’s politictU commitments, on the one 
hand, and his or her religious or cultural 
afftliation on the other. Indian Muslims 
have historically adhered to the view that 
those representing the community must 
come from within its own ranks and from 
its own platform. The most efficient 
method of achieving Muslim representa¬ 
tion to the state in a Muslim-minority 
country like India, according to the 
Muslim leaguers, is by separate elec¬ 
torates or by leservation of parliamentary 
seats in proportion to the Muslim 
population. 

Separate electorates entail the represen¬ 
tation of religious or other minorities by 
legislators chosen by an electorate 
composed only of the members of that 
minority. The provision and extent of such 
representation was an extremely troubie- 
snme political issue in India during the 40 
years preceding independence. The 
Government of India Act of l'909 (also 
known as the Minto-Morley reforms) gave 
separate electorates to Muslims, and the 
Government of India Acts of 1919 and 
1935 provide separate electorates for 
Muslim.s, Sikhs, Christians, and other 
groups. Proposals to give .separate elec¬ 
torates to the scheduled castes under the 
1935 Act were withdrawn after adamant 
resistance by Gandhi. 

The problem of finding communal 
minorities was not finally resolved by the 
Indian constituent assembly until it had 
virtually completed the drafting of the en¬ 
tire constitution in November 1949. In at¬ 
tempting to secure the r''nscnt of the 
minorities, while still satisfying the 
majority, the Congress was confronted 
with a dilemma, it was clear that if detail¬ 
ed safeguards were included in the Con¬ 
stitution to .secure the agreement of the 
minorities, they would also serve to 
perpetuate the separate consciousness of 
the minorities and work against the basic 
desire of the Congress to strengthen 
national unity. Yet a complete refusal to 
grant these demands would have left the 
Congress open to the charge of having 
disregarded minority rights and interests, 
and thereby justify the charges of the 
Muslim League. As Ivor Jennings, a 
British constitutional historian said: “To 
compremisc with communal claims may 
be the height of statesmanship because it 
enables the majority to secure the support 
of the minorities. To recognise communal 
claims, on the other hand, is to .strengthen 
communalism.”^ Under the terms of the 
British cabinet mission statement of May 
16, 1947, the constituent assembly’s ad¬ 
visory committee was to be the principal 
instrument for securing the just considera¬ 


tion of the minorities i^obiem. The ad¬ 
visory committee and its minority rights 
sub-committee began work under the 
chairmanship of H C Mookherjee, a 
Bengali Christian, in July 1947. Sentiment 
in the assembly at this time seems to have 
been in favour of reserving seats for 
minorities in legislature but strongly 
against separate electorates. Both Con¬ 
gressmen and non-Congressmen demand¬ 
ed it for their communities. The Sikhs, 
including the Akali leader and union 
defence minister, Baldev Singh wanted 
reservations. Homi Modi made a similar 
demand on behalf of fellow Parsis. The 
leader of the Congress untouchables. 
Jagjivan Ram, together with H J 
Khandekar and B R Ambedkar, stood for 
reservation for the scheduled castes. 
H C Mookherjee, the leader of the Indian 
Christians, himself wanted to forego reser¬ 
vation, although he feared his communi¬ 
ty would not agree. Under pre.ssure from 
Sardar Patel, exercised by K M Munshi, 
he ultimately decided to disavow reserva¬ 
tion, and became a leader of the move¬ 
ment against it. Among the Musiims.'in- 
cluding the nationalist Congress Muslims, 
as well as the league representatives, there 
was strong support for reservation. Several 
voices were even raised in favour of 
separate electorates, mainly fron. the 
Madras Provincial Muslim League 
leaders.^ 

After considering the.se views and 
holding prolonged discussions among 
themselves, the members of the minorities 
sub-committee rejected separate elec 
torates by 26 votes to three and by the 
same margin accepted the principle of 
reserved seats for certain minorities— 
including Muslims—fur a 10-year period, 
after which the question would be recon¬ 
sidered. The advisory committee took up 
the sub-committee's decision at a meeting 
held on July 28, 1947. Voting on the 
sub-committee’s recommendation that 
separate electorates be ended, only three 
of the 58 members present opposed aboli¬ 
tion. The committee’s report noted that 
separate electorates had been rejected by 
“an overwhelming majority” because 

Table t; Verna Polled by Conubess Muslim 
Candidates in Stale Leuislati ve Assemblies 
(Pneenuge of the loul valid voles polled by 
all Muslim candidates) 

Slate 1952 1957 1962 1967 

Bihar 63.62 65.01 51.83 39.02 

Uttar Pradesh 72.09 57.97 47.27 35.93 

West Bengal 56.10 50.63 51.75 47.11 

India 57.12 58.62 52.27 40.44 

Soutee. Gopal Krishna, 'Framework of Milks* 
in Minority in Crisis, a symposium 
published in Seminar 106 (June 
1968):34. 
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epiwniuMl difleicnces to a dangerous 
extent”, and has proved one of the “main 
stumbling blocks to the development of 
a healthy national life”. But to prevent 
communal minorities from feeling ap¬ 
prehensive, the report continued, seats 
vreie to be reserved for them on the basis 
of their percenu«e in the general popula¬ 
tion. TWo years passed before the consti¬ 
tuent assembly took the final decision on 
the reservation of seats in legislatures for 
the minorities. In May 1949. the advisory 
committee met to take up H C Mookher- 
jee’s resolution—for which support had 
been solicited during the previous 
months—that reservations be abolished." 
What had tiansinred between August 1947 
to May 1949 to warrant a revision of the 
earlier decision? The incredible violence 
that accompwted the partition of the 
country and the violent death of Gandhi 
generated a feeling of revulsion toward ail 
aspects of communal politics either of the 
minority or the majority. In the course of 
the debate on the resolution, Nehru noted 
that in the draft constitution, which was 
then being circulated, there were "certain 
definite communal elements". He added. 
“What the final decision will be about 
that I cannot say. I hope personally that 
the less reservation there is the better^' 
Earlier, Nehru had remarked lha< "with 
separate electorates ended, most of the 
‘poison* had gone”. Unlike Nehru, who 
was not a monber of the minorities sub¬ 
committee, Sardar Patel spoke at a great 
length on separate electorates and 
reservation: 

There is no place here for those who claim 
separate representation. I want the con¬ 
sent of this house and the consent of all 
the minorities to change the course of 
history. For a community to think that its 
interests are different from that of the 
country in which it lives is a great mistake. 
Assuming that we agreed today to the 
reservation of seals, 1 would consider 
myself to be the greatest enemy of the 
Muslim community, because of the con¬ 
sequences of that step in a .secular and 
democratic stated Assume that you have 
separate electorates on a communal basis. 
Will you ewr find a place in any of the 
ministries in the provinces or in the cen¬ 
tre? Vdu have a separate interest. Here is 
a ministry or a government based on joint 
responsibility, where people who do not 
trust us or who do not trust the majority 
ca'nnot obviously come into the govern¬ 
ment itself. You will exclude yourself and 
remain perpetually in a minority. Then, 
what advantage will you gain? You 
perhaps think that there will be some third 
power who will use its influence to put the 
minority against the majority and com¬ 
pel the majority to take one or two 
ministers according to the proportion of 
the population. It is a wrong idea. That 
conception in your mind which has work¬ 
ed for many years must be washed off 


is best fo trust the nuuority. If the nuqority 
misbehaves, it wilt suffer. If I were a 
member of a minority community, I 
would forget that I belong to a minority 
community. Why should not a member of 
any community be the prime minister of 
this country? Tiust us and see what hap¬ 
pens. Why are you afraid? Make friends 
with others and create change in the at¬ 
mosphere. >bu will then gel more than 
your quota, if you really fed for the coun¬ 
try in the same manner as other people. 
Now I do not think, so far as the Muslim 
case is concerned, there is any other point 
remaining to be answered.'* 

Despite Nehru and Patel’s support 
for Mookherjee’s move to abolish reser¬ 
vation, two Madras Muslim Leaguers, M 
Muhammad Ismail and B Poker Sahib, 
stoutly opposed it. They argued that the 
partition had diminished their numbers 
and influence and that therefore Muslims 
needed separate electorates more than 
before. Atolition of the separate elec¬ 
torates, they argued would result in the 
"political emasculation” of the Muslims 
as a group. As a thinly and widely dispers¬ 
ed group, Muslims cannot send their (rue 
representatives to the national parliament, 
the Leaguers contended. Pleading the case 
for reservation. Muhammad Ismail said: 
Sir. I assert and say definitely that the 
Muslims, as a community, are not for 
giving up reservation. Not only that, but 
they implore this house to retain separate 
electorate which alone will give them 
the right son of representation in the 
legislatures. The Muslim League, which 
still is the representative organisation of 
the Muslim community, has more than 
once within this year not only expressed 
a definite view in favour of reservation of 
seats, but has also urged the retention of 
separate elecioraie.s. That is the position 
as far as the Muslim minority is 
concerned*" (Italics added). 

Support for the reservation came from 
Sayyid Muhammad Saadullah, a former 
premier of Assam province. Apart from 
these three Muslim members, the rest of 
the Muslim League leadership had dis¬ 
integrated as a result of deaths, defections 
to the Congress, emigration to Pakistan, 
or retirement from politics. Among 
the ‘nationalist* Muslims, Maulana 
Abulkaiam Artad and Maulana Htf'ur 
Rahman preferred to remain silent during 
the crucial debate. Tajamul Husain, a 
former Muslim Ixaguer from Bihar, 
strongly supported Mookherjee's proposi¬ 
tion. Before the final vote, Rite] pressured 
Begum Qudsiya Izaz Rasul, a Muslim 
League defector from the United Pro¬ 
vinces, to speak in favour of abolition as 
no one among the Muslims wanted to pro¬ 
pose this historic move. According to 
K M Munshi, a member of the minorities 
sub-committee, “Begum Rasul... some¬ 
how... summoned up courage and walk¬ 
ed up to the lectern. She pleaded in a very 


vation for Muslims. Muslims were an in¬ 
tegral part of the nation, and should play 
their part in the general electorate”" Ac¬ 
cordingly, on May II, 1949, the motion 
of H C Mookherjee (hat there should be 
no reservation for the minorities except 
the scheduled castes and tribes was car¬ 
ried by an overwhelming majority of 58 
to three. The constituent assembly had a 
Muslim membership of 31 out of a total 
of 235. With this historic move India 
abolished the statutory basis of separate 
Muslim political identity and power that 
was conceded by the colonial power and 
accepted by the Congress in its Lucknow 
Pact with the Muslim League in 1916. The 
western liberal concept of representation 
prevailed over the Islamic idea of com¬ 
munal solidarity. It is ironic that, when 
it came to vote on this historic decision, 
the representatives from the traditional 
centres of Maslim power and culture, the 
United Provinces, Bihar, and Bengal voted 
for abolition of re.serva(ion. whereas the 
representatives from the periphery of 
Muslim cultuie in Madras and Assam op¬ 
posed it. Deccani Muslims were un¬ 
represented in the constituent assembly as 
Hyderabad at the time was under the rule 
of an Indian military governor. 

The government’s opposition to the 
legislative reservation strikes many 
Muslims as discriminatory since reserva¬ 
tions have been constitutionally granted 
and extended to the scheduled castes and 
tribes year after year even when the ba«i 
of that reservation is not ethnicity but 
economic backwardness, in support of 
their argument, the I.eaguers point out 
that Muslim membership of Lok Sabha, 
the lower house of Indian parliament, had 
never been more than 7 per cent of tiH 
total. Only once in 1980 (see Table 2), it 

TxBi.r 2; Mosi im McMHhKSHiPOf Lok SxaHt 


Year 

No of Muslim 
Members 

Total Members 
(Per Cent) 

I947« 

.31 

13.1 

1952 

-36 

7.21 

1957 

24 

4.74 

1962 

32 

6.27 

1967 

29 

S.68 

1971 

27 

5.18 

1977 

32 

6.03 

1980 

46 

8.50 

1984 

41 

7.60* 

1989 

.33 

6.31‘* 

1991 

28 

5.03*** 


Noiet: @ Represents the Conslituen 
Assembly which had a membershii 
elected through separate dectoraiei 
Source Gtenville Austin. Theindim 
Constitution. Oxford. 196^ p IJ 
The 13.1 per cent Muslims memb« 
ship represented a slightly highe. 
number than the community's pro 
portion in the national populatiot 
in 1^7. • No election in Assam oi 
Punjab. •* No election in Assam 
No elections in Kashmir and 
Punjab. 

Sourer. .Muslim India (April 1983): 190, ant 
subsAiucni issues of the same journal 
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*«cwd«t '8 pi^ centrWTiVrea^t ought to 
be at least 11 per cent consistently. The 
dominant political party in the country 
was able, if it was willing, to increase 
Muslim membership in the legislatures, as 
exemplified by the case of Rajya Sabha. 
In 1980, for instance, there were .12 
Muslims out of a total of 244 (i c, 13 per 
cent). 

Although demands arc made for pro¬ 
portionate representation through reserv¬ 
ed seats or other procedural mechanisms 
from time to time,'^ at present there is no 
rational hope of those demands being met. 
Therefom Muslim parties aspiring to send 
members to parliament must work within 
the present political system of joint elec¬ 
torates. Proponents of separate Muslim 
political action argue that the community 
ought to align itself with other ethnic 
political parties. Examples of such 
alliances, though so far largely short-lived 
and ineffective, are the Republican Party 
and the Fnieration of Muslims, Scheduled 
Castes and Backward Classes in UP, the 
Bheem Sena founded by B Shyam Sundar 
in Andhra Pradesh and Karnataka in 
1960s, the Dalit Muslim Suraksha 
Mahasangh established by a former smug¬ 
gler Haji Mastan Mirza in Maharashtra 
in 1984, and the short-lived Insaf Party 
of Syed Shahabuddin in 1989.1'he Bahu- 
Jan Samaj Party (BSP), an organisation 
of scheduled castes and other backward 
classes has had some success in winning 
a few parliamentary scats from UP in the 
1989 elections with Muslim support.’' 
But it is too early to speculate about its 
prospect.s, for parlies such as BSP are still 
in th^r infancy. To date, the only minority 
alliance that has been successful in 
wresting political control from the 
hands of the upper caste Mindus has 
been KHAM (comprising four groups: 
Kshatriya, Harijan, Adivasi, and Muslim), 
which won contiol of the government in 
Gujarat in both 1980 and 1985.''* But this 
alliance was created and controlled hy the 
higher caste Hindu members of the 
Congress. 

Complementing the Muslim-scheduled 
castes alliance, Muslim political parties 
contend that Muslims ought to contest 
elections on their own in constituencies 
where _ Muslim electors arc in large 
numbers in alliance with or independent 
of the national or regional political 
parties. 

Factors in Muslim EitcrAHii.iTV m 
Lok Sabha 

The Lok Sabha is the most powerful 
legislative body in the country. The Lok 
Sabha has S44 members. The president 
can nominate no more than two represen¬ 
tatives of the Anglo-Indian community. 


Tf none haw been elected. Of the 542, 
there are as many as 116 ‘reserved seats* 
for which only members of the schedul¬ 
ed castes or tribes may contest, although 
voting is not restricted to anyone in a 
reserved seat constituency. Approximate¬ 
ly 21 per cent of the total, reserved seats 
guarantee scheduled castes and tribes' 
representation. Similar safeguards, 
available to Muslims during the colonial 
period, were abolished in I9S0, shortly 
after independence. As no Muslim group 
is included among the scheduled castes or 
tribes, Muslims cannot stand for election 
to re.served .seats, though Muslims can 
theoretically be elected to any of the 426 
‘open’ seats. 

By and large, the selection of candidates 
for legislatures is made by political par¬ 
ties, including the communist parties on 
the basis of the caste and communal com¬ 
position of the constituency; a necessity, 
■given the rules of the game of electoral 
politics. Ekch political party tries to en¬ 
sure the solid .support of a particular ca.ste 
or community, or occasionally a group of 
castes and communities, and puts up a few 
independent ‘dummy’ candidates as vote 
splitters. The selection of candidates on 
the basis of caste and community is 
helped by the absence of sharply drawn 
ideological lines between the various 
political parties. In constituencies where 
no caste or community is don'.inant, a 
candidate is selected from the smallest 
caste in order to neutralise the caste fac¬ 
tor. Muslim.s, like the scheduled castes but 
unlike the scheduled tribes, are dispersed 
in several constituencies. Precise data 
about the number of constituencies where 
Muslims represent a large number of 
voters are difficult to come by. Most 
political scientists agree that there are 10 
constituencies in which Muslims have at 
least a simple majority, and at lea.st 
another 10 in which they are 35 to 49 per 
cent, and an imprecise number where they 
arc 20 to 34 per cent” flkble 3a-b, 
which show Muslim percentages in 20 
constituencies). 

It IS of course relatively easy for Muslim 
candidates to get elected from a consti¬ 
tuency in which their co-religionists are in 
a majority. But where they are not, ideally 
the exclusively Muslim political parties try 
to contest elections in alliance with a 
major national or regional political party 
willing to support candidates of Muslim 
parties in constituencies where Muslims 
represent 30 per cent or more of the 
population. Since Muslim votes alone will 
not swing the election in their favour non- 
Muslim votes are then delivered to Muslim 
parties in exchange for a quid pro quo 
elsewhere. This strategy was successfully 
used in Uttar Pradesh in the 1977 parlia¬ 
mentary elections, when three monbers of 


the Muslim Majlis were elected to Lirit 
Sabha with the support of Bharatiya Lok 
Dal, a party controlled by a former chief 
minister Chaudhuri Charan Singh.'* In 
constituencies where Muslim voters repre¬ 
sent 35 per cent or more of the popula¬ 
tion and electoral fights are at least 
triangular, the Muslims by voting en bloc 
and voting signiricantly higher than na¬ 
tional average would ensure the election 
of the Muslim party candidates. This 
strategy has the greatest chance of success 
where the tri- or multi-cornered election 
involves two national or regional parties 
entering the contests. A successful exam¬ 
ple of this strategy can be found in 
Hyderabad, a largely urban parliamentary 
constituency in .south-central India, which 
sent Sultan Salahuddin Owaisi, president 
of the MajIB-i Ittihad al-Muslimin to 
parliament thrice—in 1984, 1989, and 
1991. 

Lok Sabha Elktions in 1984, 1989, 
AND 1991 IN Hyderabad 

Located in the district of the same name 
and in the adjacent Rangareddy district, 
the Hyderabad parliamentary constituen¬ 
cy comprises seven Andhra Prad»h 
legislative as.sembly constituendes, four of 
which (Charminar, Chandrayangutta, 


Table 3a: Constituencies with Muslim 
Majority 


State 

Name of 
Constituency 

Muslim 
(Pw Cent) 

Bengal 

Berhampur 

55.9 


■ Jangipur 

55.27 


Murshidabad 

55.19 

Kashmir 

Anantnag 

95.4 


Baramula 

97.3 


Srinagar 

90.6 

Kerala 

Ponani 

60.10 


Manjeri 

60.9 

Laksha- 

Calicut 

51.50 

dweep 

Lakshadweep 

98.00 


Tabu 3b: CoNsiiruENciLs with 33-49 Per 
Cent Muslim Voters 


State 

Name of the 
Constituency 

Muslim 
(Per Cent) 

Utur 

Ram pur 

45.00 

Pradesh 

Muradabad 

42.00 


Amroha 

37.03 

Bihar 

Kishanganj 

37.07 


Katihar 

39.00 

Bengal 

Raiganj 

39.04 


Malda 

43.00 

Assam 

Dhubri 

43.40 


Silchar 

39.10 

Andhra 



Pradesh 

Hyderabad 

38.00 


Source: Virious election studies cited in the 
bibliograhy. 
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Karwui, and Yu)utpura) are urlnui and 
situated in the old city of Hyderabad, and 
three (Chcvalla. Vikarabad, and Ikndur) 
are semi-urban. In terms of the social 
composition of the constituency. Hindus 
comprise S9.4 per cent, Muslims 37.6 per 
cent, and the rest 2.1 per cent of the total 
urban part of the constituency in 1981. In 
the semi-urbm part, the social composi¬ 
tion is as follows: Hindus 75 per cent, 
Muslims II per cent, and the rest 14 per 
cent.” 

The Hyderabad district, including the 
state capital, is an educational and 
cultural centre it is at the top in the state 
in educational level, with 45 per cent 
literacy. Four universities, three medical 
and engineering colleges, several sdentific 
and defimee laboratories and institutes add 
to the importance of the area, industrial 
development in the district for the last 
four decades has made the region the cen¬ 
tre of economic activity in the state. 

Reflecting the general pattern of Con¬ 
gress dominance in Andhra Pradesh, the 
Hyderabad constituency consistently 
elected a Congress MP since the first 
general elections in 1952.'* Until 1983 the 
opposition was by and large weak and 
fragmented, so that the Congress had no 
effective challenge in the state. In 1983 the 
IHugu Desham, a regional party came out 
victorious in the state election ending 
decades of Congress rule. The following 
year saw the eighth general election for 
Lok Sabha in the country, and, for the 
First time, a candidate of the local Muslim 
political party, the Majlis-i Ittihad ai- 
Muslimin, was elected to parliament 
benefiting from the split in majority 
Hindu votes. The Hindu voles were divid¬ 
ed between the two major parties, namely, 
the Telugu Desham Party (TDP) and the 
Congress. How was the Majlis able to win 
the seat in 1984 and 1989 and not earlier? 
An explanation lies in the political 
dynamics in the state and in the working 
of the Majlis strategy in Andhra Pradesh 
(AP) politics. 

Founded in 1927. as a federation of the 
representatives of Muslim sects and com¬ 
munities, the Majlis-i Ittihad al-Muslimin 
(MIM, or the Council of Muslim Unity) 
is the most important Muslim organisa¬ 
tion in Hyderabad city. Between 1948 and 
1957, it remained dormant as a result of 
the changed political situation in the 
erstwhile Hyderabad state after its 
incorporation in India one year after 
independence.'* 

Revived in 1957, shortly after the states* 
reorganisatioa the Majlis aim to represent 
the interests of the Muslim community in 
the local bodies, the state legislative 
assembly, and the national parliament. 
According to its president Sultan Salahud- 
din Owaisi: 


Miisfim withdrawal horn politics would be 
an irrespcmsible and undemocratic deci¬ 
sion. No aspect of life is free froriKthc im¬ 
pact of politics. No one holding power 
would listen to you unless you can back 
up your arguments with ^itical muscle. 
Muslims must have a political platform 
of their own. Unless Muslims organise 
politically, help elect or defeat electoral 
candidates sympathetic to or opposed to 
their interests, the Muslim community will 
be rendered politically orphan.^ 

The Majlis entered the electoral arena 
for the first time in the 1960 municipal 
corporation elections, winning an im¬ 
pressive 19 seats out of 30 contested from 
a total of 66'seats. Seven years later in 
1967, it sent three members to the state 
assembly and has since increased its 
strength in successive state elections. The 
1986 municipal elections results in 
Hyderabad were notable for the MIM’s 
spectacular victory, making it the single 
largest party in MCH.^ What concrete 
benefits have accrued to the Muslim 
community whom the MIM claims to 
represent? 

The Majlis spokesmen claim that it has 
extracted substantial benefits for the 
community, particularly in the 1980s. 
Examples frequently cited arc the AP 
State Minorities Commission, the AP 
State Minorities Finance Corporation, the 
AP State Urdu Academy, the Society for 
Employment and Daining in IWin Cities 
(SETWIN), and the creation of Quli-Qutb 
Shah Urban Development Authority for 
the old city, largely inhabited by Muslims. 
On its own, the leaders of the Majlis take 
pride in having established the Deccan 
Medical and Engineering colleges, an 
urban co-operative bank, an industrial 
training institute (ITI), be.sides regularly 
helping victims of communal violence for 
the last two decades. Having gained some 
respect even among the Muslim middle 
classes that used to shun it as a party of 
fanatical rabble rousers, the Majlis entered 
the 1984 parliamentary elections with the 
clear intention of winning. In earlier 
parliamentary elections the Majlis role in 
the Hyderabad constituency had taken 
several forms: half-hearted participation 
in 1967, or support to an ind^ndeni can¬ 
didate Badruddin Ikyyibji, a former vice- 
chancellor of Aligarh Muslim University 
in 1971, and negative participation in 1977 
and 1980 elections to prevent election of 
rival leaders from the old city. With the 
rise of the Telugu Desham Party in 
.Andhra Pradesh politics, an opportunity 
arose for the first time when the Congress 
domination was seriously challenged by 
the TDP. According to the activists of the 
local units of the Congress, the Telugu 
Desham Party, and Bharatiya Janata 
Party (BJP), the following strategy was 


pursued by the Majlis candidate^ 

Through a thorough use of electoral 
rolls (i e. a list of voters), the Majlis was 
able to identify Muslim voters in dl seven 
assembly constituencies cdlectiveiy com¬ 
prising the parliamentary constituency of 
Hyderabad. The numbers turned out to 
be approximately 35 per cent of the total. 

Given the massive popubrity of TDP 
leader. N T Rama Rao, as demonstrated 
in the 1983 stete elections, a TDP can¬ 
didate was expected to put up a strong 
Tight in every parliamentaiy contest in the 
state, something lacking in all previous 
elections. In Hyderabad, this could, the 
Majlis calcultued, result in a split among 
the Hindu voters between the candidates 
of the INC and the TDP, paving the way 
for a Majlis victory. The Majlis expected 
Muslims to vote en bloc, particularly if 
the community was convinced that its 
votes would not be ‘wasted’ and that a 
strong contest between the Iklugu Desham 
Party and the Congress provided' a 
reasonable chance of victory to a third 
party. Once the word spread that a 
Muslim candidate was likely to win in a 
tri- (or mutli-) cornered contest, the com¬ 
munity could then be mobilised in a man¬ 
ner that would ensure higher than 
national average Muslim voting. These 
four factors would permit election of a 
candidate of a Muslim party from con¬ 
stituencies lArith at least 35 per cent 
Muslim voters. 

A close examination of the electoral 
process in thiee contests, 1984,1989, and 
1991, reveals a laboratory-like situation 
obtaining iis Hyderabad. In the 1984 elec-. 
tion, the Majlis candidate faced two 
strong adversaries in V Hanumantha Rao 
of Congress and K Prabhakar Reddy of 
the TDP. Both candidates acknowledged 
concentrating their campaigns on the 
semi-urban portion of the constituency. 
Neither spoke Urdu fluently enough to 
address public gatherings in the urban sec¬ 
tion of the constituency, so that the two 
candidates were at a disadvantage from 
the beginning in the old city where Urdu 
is widely spoken. In addition, the Con¬ 
gress had lost many Muslim leaders over 
a period of time as a result of retirement 
or death. Younger or newer Congress 
Muslim activists were not forthcoming, 
thus rendering party campaigning dif¬ 
ficult in Muslim areas. The TDP started 
out as a total stranger to the Muslims, 
since its leadership came mainly from the 
Telugu-speaking rural elite ot the stale. 
The Majlis candidate was similarly han¬ 
dicapped in rural areas, but then his en¬ 
tire focus was on Muslim votes. Much the 
same set of candidates was fielded in the 
1989 elections by the Congress in 
Lakshma Reddy and T Krishna Reddy 
of 1 DP, both of them from rural 
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SiKkgiouiids and having little contact 
with or knowledge of Muslim consti¬ 
tuents. In 1991, Owaisi faced a similar 
set of candidates, except for the BJP can¬ 
didate^ Baddam Bal Reddi, the BJP 
membCT of the AP assembly from Kar- 
wan. a segment of the Hyderabad 
parliamentry constituency in the old city. 
Baddam Bal Reddi is also a familiar figuie 
in the old city politics. The 1991 election 
was held in an extremely charged at¬ 
mosphere created by the BJP president L 
K Advani's bloody Rathyatn (Hindu 
chariot procession) that killed over 300 
Muslims in December 1990 in Hyderabad, 
inflammatory speeches by Sadhvi 
Rithambara in May 1991 added to the 
tenM atmosphere. The other two op¬ 
ponents of Owaisi were P India Reddi. a 
former minister and TDP MLA, and Shiv 
Shankar Gowd, an obscure mcrcliant, 
who contested on the Congress ticket. 
Both lost deposits, but split enough Hindu 
votes to enable Owaisi to win the seat a 
third time. Unlike the candidates of the 
national or regional parties, Owaisi has 
been a known figure in Hyderabad politics 
for well over three decades and in 1984 
had briefly served as speaker of the An¬ 
dhra Pradesh assembly as one of the most 
senior member of the state legislature. In 
addition. Owaisi is considered by many to 
be an articulate speaker in Urdu, the 
language most popular in urban 
Hyderabad. During the campaigns, the 
Majlis candidate launched a full-scale at¬ 
tack on the alleged failures of the Con¬ 
gress government both at the centre and 
in the state, to which the Congress can¬ 
didate countered with a long list of 
achievements. Low-key campaigning by 
the national parties in Muslim areas and 
the complete absence of TDP advertising 
in Urdu pieu or other means of publici¬ 
ty confirm the impression that the TDP 
had more or less written off Mudims votes 
from the beginning.” Ihble 4a in¬ 
dicates a close correspondence between 
the total Muslim votes and the actual votes 
reedved by the Majib. One can technically 
argue that Mgjlis votes are not necessari¬ 
ly Muslim votes. But even allowing for 
some scheduled caste voting for the Ma¬ 
jlis candidate, it is difficult to believe that 
a significant number of Hindus vrould 
vote for a party like the MlM The Majlis' 
role in pre-1948 politics in the old 
Hyderabad state is an anathema to most 
Hindus, who associate it with the attempts 
of the Nizam to remain independent of 
India. Therefore, it is unlikely that many 
Hindus would vote for the MlM 
Opinions and data regarding Muslim 
voting behaviour are mixed. It is argued, 
for instance, that Muslims do not vote en 
bloc. Muslims vote, it is claimed, accor¬ 
ding to the situation prevailing in a given 


constituency and generalisations are 
therefore hazardous. In support of this 
argument some scholars contend that 
Muslim society is also fragmoited like the 
other societies on securian grounds 
(Suiuii, Shia, Ahl-i Hadith), by language 
(Urdu speak^ Bengalis), and by other 
forms of stratification. However, it is fre¬ 
quently foigotfen that Urdu-speaking 
Sunni Muslims form the majority of 
Indian Muslims and an overwhelming 
majority of Muslims in north India and 
in the Deccan states of Andhra Pradesh, 
Karnataka, and Maharashtra, as the 
covariance between the Urdu-speaking 
population and the Muslim population 
suggests.” Besides, in this psuticular case 
at least, the Majlis began as and remains 
a federation of Muslim sects and com¬ 
munities. and unlike other Muslim 
organisations takes pride in having a 
sizeable number of non-Sunnis in its 
membership. 

Economic deprivation, educational 
backwardness, and frequency of com¬ 
munal riots combined with real or perceiv¬ 
ed threats to Muslim identity lead 
Muslims voteen bloc, especially in places 
with a long tradition of Muslim 
domiiunce in public life It is frequently 
feared that large-scale Muslim mobilisa¬ 
tion could lead to a counter mobilisation 
and consolidation of Hindu voters. The 
failure of the BJP to make inroads in the 
old city during municipal and state elec¬ 
tions in the I98()s suggests that the ‘Hindu 


backlash* theory has not fully worked in 
Hyderabad at least. This is evidenced by 
the split in Hindu votes in even the com¬ 
munally charged atmosphere of 1991 dec- 
tion. Unlike Muslims, the Hindus are far 
less homogeneous, divided as they are 
along caste, subcaste, and linguistic lines. 
According to Ale Narendra. a BJP leader, 
“the Hindus have not supported or voted 
BJP in the same manner as have Muslims 
for the Majlis”.” Both the Congress and 
the TDP fielded dummy Muslim can¬ 
didates in order to split Muslim votes dur¬ 
ing the three elections. On all three occa¬ 
sions, however, the dummy Muslim can¬ 
didates were obscure non-entities who 
forfeited election deposit money as they 
failed to secure the bare minimum. 

As Lloyd and Susanne Rudolph have 
reported, Muslim voters tend to favour 
confessional parties where Muslims are in 
significant numbers, and vote for national 
parties when in a smaller minority.” In 
Hyderabad during the parliamenury elec¬ 
tions of 1984, 1989, and 1991 as well as 
in the state elections of 1985, polling was 
significantly higher in predominantly 
Muslim constituencies compared to other 
constituencies in the city. Muslim boys, 
even below the voting age. seem to have 
voted in largenumber, particularly in the 
1984 election.” Polling was around 90 
per cent, and over 90 per cent went in 
favour of the MlM in the four old city 
segments of the constituency that have 


Table 4a: VorEs.SEruREo by the Mailis in 1984 


Assembly 

Valid Votes 

No of Majlis 

Percentage of 

Percentage of 

Segment 


Votes 

Muslim Votes 

Majlis Votes 

Dindur 

73,390 

06,850 

II 

09.33 

Vikarabad 

71.406 

06,029 

II 

08.44 

ChevallB 

8S.6S6 

05,391 

II 

06.29 

Karwan 

78,304 

33.507 

52 

42.79 

Vbkuipura. 

81,922 

60,723 

70 

74.12 

Chandrayan 

98,573 

49.760 

50 

50.48 

Charminm 

93.371 

59.910 

60 

64.16 

Percentage of valid votes 68.83 per cent. 





Table 4b: Votes Secured by the Majlis in 1989 


Assembly 

Vblid Voles 

No of Majlis 

Percentage of 

Percentage of 

Segment 


Votes 

Muslim Votes 

Majlis Votes 

Hmdur 

134,859 

9,849 

II 

7.30 

Vikarabad 

87,614 

6,959 

II 

7.94 

Chevalla 

110,651 

6,161 

II 

5.57 

Karwan 

160,344 

69,522 

52 

43.36 

\hkuipiira 

115,668 

82,924 

70 

71.68 

Chandrayan 

171,084 

116,587 

50 

68.15 

Charminar 

143,774 

108464 

60 

75.37 

Percentage of valid votes 74.97 per cent. The difference in the number of voters in 1984 and 

1989 is explained by the lowering of voter age in 1989. 




Source: Number of valid voles, number and percentage of Majlis votes secured are supplied by 
the Election Section of the General Administration D^arimeni, Andhra Pradesh State 
Sccicttriar in 1990. Bnceniagc of Muslim voters in each constituency is based on estimates 
from voters list derived by the Majlis. 
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high Muslim concentnuion in the 1991 
election, which prompted the Election 
Commission to delay the announcement 
of the election result for several days. One 
may rind confirmation of the widely held 
belief that minorities universally find 
democracy protective of their interests in 
the phenomenon of higher than average 
Muslim voting. Journalists, political 
activists, and members of other Muslim 
organisations testify that high Muslim 
voting can be attributed to a belief that 
in certain electoral contests, if chances of 
a Muslim getting elected ate perceived as 
high, the Muslim ma.sses can then be 
mobilised on a scale not normally possi¬ 
ble, because they are then convinced that 
something important is at stake. In a con¬ 
stituency where Muslims arc less than 35 
per cent, however voting is lower than or 
equal to the national average, because 
Muslims feel ineffectual as a deciding fac¬ 
tor. This theory is confirmed by a glance 
at the voting percentage in the neighbour¬ 
ing constituency of Secunderabad, which 
has approximately 16 per cent of Muslim 
voters. In Asafnagar, a predominantly 
Muslim segment of Secunderabad consti¬ 
tuency, Muslim voting is about the state 
average, indicating a lack of special 
enthusiasm on the part of Muslim voter 
(lable 5). A comparison of percentages of 
valid votes in Ikbles 4 and 3 confirms the 
hypothesis that Muslims are likely to vote 
higher than the national average in con¬ 
stituencies where Muslims feel there is 
something at stake and vote at the same 
rate as other groups in constituencies 
where stakes are seen as ordinary. Accor¬ 
ding to the journalists present during the 
polling dates in 1984,1989, and 1991, the 
Majlis sympathisers among the large 
number of rickshaw pullers and auto 
rickshaw drivers transported voters to the 
booths without charge to such an extent 
that few vehicles were available for hire 
during the polling hours. The Urdu press, 
usually very well informed about socio¬ 
political currents in the city, reported 
unusual enthusia.sm among Muslim youth 
for voting. The enthusiasm took many 
forms, free canvassing work for the 
Majlis, distribution of election-related 
literature, posting of signs and pictures 
depicting the party symbol, and the like. 
According to the Congress and TOP 
leaders, neither of the parties had polling 
agents in as many as SOO polling stations 
out of a total of 986 in the entire consti¬ 
tuency. leaving the ballot boxes in the 
hands of the Majlis agents. The Majlis 
was successful in the two elections mainly 
due to a well-thought-out strategy coupled 
with the massive support it received from 
the Muslim community. 

Pondering over the defeat of the TOP 
in the 1989 elections, Mir/a Aiisai Baig, 


a former dvil servant and the best-known 
Muslim in the Tbiugu Desham, identified 
several reasons for the minorities rejection 
of his party, among them being (1) failure 
to give due sums to Urdu in Andhra 
Pradesh; (2) curbs on minority educa¬ 
tional institutions, particularly the 
medical and engiricering schools esublish- 
ed by the Majlis; and, finally (3) failure 
of the TDP to put up a single Muslim can¬ 
didate either for the Lok Sabha or Rajya 
Sabha from anywhere in the state. Since 
then, however, a Muslim candidate Syed 
Laijan Pasha, won the party ticket in 1991 
from the Guntur constituency.^* To 
Mirza Ansar Ehiig’s list can be added the 
TDP MPs vote against the Muslim 
Women’s Bill of 1987 in Lok Sabha, the 
interception of mail to and from five 
Muslim organisations, failure to associate 
the government with the 400th anniver¬ 
sary celebration of Hyderabad’s founda¬ 
tion, as well as the bloody communal riots 
in the sute during the TDP rule. It is 
really sigiuficant that on the tvro occasions 
(January 1983 and March 1983), when the 
TDP leader N T Rama Rao took the oath 
of office as chief minister, the old city was 
under curfew as a result of communal 
clashes. It is ironic that as the Telugu 
Desham took office in AP, the first vic¬ 
tim of communal violence under the TDP 
government was a Muslim Iblugu poet 
Ghulam Yasin, who was murdered by 
religious fanatics. Indeed, improving com¬ 
munal relations was considered by 
Muslims as the priority for the new 
government at an exit poll conducted for 
the firt time in the country for tndia 
TodayP 

Is the Majlis strategy applicable 
elsewhere in India? The MIM leaders 
think so. According to Sultan Salahuddin 
Owaisi, a Muslim party can win at least 
10 constituencies (Ikble 3) if it follows the 
strategy so successfully employed in the 
last three parliamentary elections in 
Hyderabad. According to Owaisi. Muslim 
parties, particularly in the north, have 
been short lived. The individuals 
associated with them have not worked 
hard enough to produce^ results, thus 
wasting away Muslim votes among 
various parties. In north India, cases 
where candidates of Muslim pressure 
groups or parties have been successful 
come from elections during which 
exclasively f 'uslim parties contested from 
the platform of a mainstream political 
party. A good example is the election of 
three Muslim Majlis candidates who ran 
on the Bharatya Lok Dal tickets in 
Moradabad, Buiandshahar, and Sultanpur 
in UP in the 1977 election. In this situa¬ 
tion, sharp polarisation between Hindu 
and Muslim voters did not lake place as 
the Majlis and the Jana Sangh leaders 


campaigned for each other’s candidates 
und« the banner of the Janata fttfty. an 
umbrella organisation for various opposi¬ 
tion parties. Sinuiarly, a Muslim cauididaite 
has consistently been elected since 1937 
from the Kishanganj constituency in the 
district of Purnea, Bihar, either on the 
Congress or Janata tickets, except in the 
1967 eiectioa Similar examples can be 
cited from states as diverse as West Bengal 
and Assam. A Muslim candidate has been 
elected to the Lok Sabha since 1980 from 
Malda in West Bengal, and from Raiganj 
in the same state during elections in 1977, 
1980, and 1984. The Dhubri constituen¬ 
cy in Assam has elected a Muslim can¬ 
didate without fail since the first election 
of 1952. Surprisingly, the Silchar consti¬ 
tuency, despite 39.1 per cent Muslim elec¬ 
tors, did not elect a Muslim in any of the 
elections, although from the neighbour¬ 
ing Barpeta constituency (in the district 
of Kamrup) a Muslim candidate has been 
consistently elected since 1962.^ In none 
of the instances was an exclusively Muslim 
party involved and. therefore, elections, 
were not socially divisive along Hindu- 
Muslim lines and did not generate com¬ 
munal tensions or trigger off riots. The 
most well known example of an exclusive 
Muslim party’s success in elections is that 
of the Muslim I^eague in Kerala. The 
reason why the Kerala case is not as easi¬ 
ly replicated elsewhere (with the possible 
exception of West Bengal) can be sought 
in the history of Hindu-Muslim relations 
in Kerala; and Muslim population demo¬ 
graphy in the state and above all in the 
political dynamics obtaining in the state 
that differ from the situation elsewhere in 
India. Firstly, Islam came to Malabar 
peacefully as compared to its advent in 
northern and eastern India. Arab traders 
propagated their faith by persuasion and 
example rather than by conquest or force. 
Secondly, Mopiah Muslims are in a 
majority in at least one district, which 
provides the League with a permanently 
safe base. Mopiah Muslims are also well- 
integrated in the local society, as they 
speak Malayalam, the language of the 
region, rather than a different one, as is 
the case in northern India and the Deccan. 
Thirdly, unlike other parts of the coun- 


Tabi.f S: Pollinc Percemtac,e in Asafnaoar 


Total 

Valid 

Muslim 

Percentage 

Voles 

Votes 

Voters’ 

of Wild 



Per Cent 

Vote 

107,138 

57,665 

58 

53.82 

130,024 

64.011 

58 

49.23 


Sourrr. Muslim voter percentage estimated by 
the Majlis, the rest supplied by the 
Election Section, Cenei^ Adminisira- 
tion Department, Andhra Pradesh 
State Secretarial. 
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Kent* has no tradition of Musiini 
nih^ as is the case with virtually all other 
^arts of the country. The absence of 
Muslim rule has contributed to relatively 
harmonious communal relations, excep¬ 
ting only the 18th century invasion of 
Malabar by Tipu Sultan, and the Mopiah 
rebellion of lUl. Moreover, the various 
ethno-religious groups are evenly balanc¬ 
ed in the state In terms of the political 
dynamics, Kerala has had no single-party 
dominance since the 1960s, which has 
allowed the minority political parties to 
play the role of a balance holder. Unlike 
other states, the political culture in Kerala 
permits the existence of parties based on 
a single community, as exemplified by the 
cases of the Kerala Congress (representing 
the Christians) and the Muslim League. 
In 1972, Indira Gandhi publicly called the 
League a non-communai organisation, 
which has been in one political alliance 
or another since 1959. Muslim League 
candidates in Kerala run for parliament 
invariably as candidates of a coalition and 
thus prevent sharp communal cleavage. 
Closely contested elections involving a 
Muslim political party or an independent 
Muslim candidate without the advantage 
of an alliance with a mainstream party 
can cause and have caused deterioration 
of Hindu-Muslim relations in a number 
of instances. Shabih Ahmad reports the 
case in Motadabad. UP, in the 1971 
parliamentary election where Shamim 
Ahmad ran as an independent Muslim 
candidate banking exclusively on Muslim 
votes, triggering off a counter mobilisa¬ 
tion ^ the Hindu right-wing Jana Sangh 
that resulted in communal violence.^' A 
similar closely contested election to the 
AP legislative assembly in 1967 along 
Hindu-Muslim lines sparked off a riot in 
Nizamabad. The 1980 parliamentary elec¬ 
tion in Hyderabad involving a BJP can¬ 
didate in the Hyderabad constituency left 
5 people dead and 62 injured. The pro¬ 
spects of elections to the municipal cor¬ 
poration in July 198! led to riots in which 
30 people were killed and 90 injured. 
During the AP state assembly elections in 
January 1983, 11 people were killed and 
74 injured. In the 1985 elections, 9 people 
died and scores injured. Such examples 
can be multiplied.'^ 

In the specific context o.' Hyderabad, 
local Congress leaders attributed the 
failure of their party to the absence of 
Muslims in the City Congress Committee. 
According to V Hanumantha Rao, the 
Congress candidate for Lok Sabha in the 
1984 elections, Muslims in his party prefer 
to run in constituencies that have a small- 
Muslim population. They feel they are no 
match to Majlis candidates and what they 
call the Majlis' vitriolic campaign tactics. 
On all three occasions, 1984, 1989, and 


1991 eleaions, the Congress had no 
Muslim MLA elected from any consti¬ 
tuency in the twin cities. The lack of 
Congress Muslims with strong roots in the 
community was dramatically illustrated by 
a remark of J Vengala Rao, chief minister 
of Andhra Pradesh. While inaugurating 
a Majlis-sponsored industrial training 
institute, he piiblicly called the MIM the 
representative Muslim organisation, to 
the great embarrassment of Congress 
Muslims." 

An alternative strategy for Muslim 
representation is seen in the Congress 
policy of giving the ticket to a Muslim 
candidate in constituencies where non- 
Muslim voters predominate as the table 
below indicates. In none of the constituen¬ 
cies are Muslims more than 16 per cent 
of the total electorate, thus eliminating 
caste factor from becoming salient in 
voter choice Cbngress Muslims get elected 
fr oiB these constituencies on the basis of 
support and not as ‘Muslim’ Can¬ 
utes banking on the solidarity of their 
(^b^ligionists alone Unable to get a 
h^slim elected from the Hyderabad con¬ 
stituency due to stiff competition from the 
Majlis and the Jana Sangh/BJP, the Con¬ 
gress Muslims contest run in rural.consti- 
tuencies where the party hold has been 
strong and the communal factor in¬ 
operative. The Congress has derived its 
strength until 1984, at least, from accom¬ 
modating as many groups as possible. In 
a state divided sharply along regional lines 
(Andhra, Rayalasima. and Telengana), 
and along caste lines such as the Kammas 
and the Reddis, and with a large popula¬ 
tion of backward classes, scheduled castes 
and tribes—the Congress’s task of balan¬ 
cing conflicting demands is particularly 
difficult. In a .study of the social 
background of the Lok Sabha members 
from A P Ram Reddy rqx>rted that “both 
at the state and national levels the relative 
advantage of the upper castes has been 
declining and that of the backward classes 
has been increasing”. '* The Muslims have 
similarly declined. In the elections of 1957 
and 1962, the Congress was able to get 
three Muslims elected, but since then only 
one has been elected on the Congress 
ticket and none in 1984. The rise of the 
TDP has not compensated the Muslim 
losses that resulted from the Congress 
decline. The inability of the national 
parties to provide more than one or two 
Muslim candidates and the incapability of 
a pressure group to win more thw a hand¬ 
ful of parliamentary seats demonstrate the 
limits of accommodation of collective in¬ 
terests through the political approach. 

In addition to the limitations of the 
political approach, whether of the main¬ 
stream political parties or that of pressure 
groujK, there is the question of secularism 


as a state poacy that piays a rote m the 
way Muslims interact in the national 
political process. In a perceptive com¬ 
ment, historiai Aziz Ahmad speaks of the 
majority community's attitudes; 

From the 1890s the Indian National Con¬ 
gress, in its approach to the Muslim ques- 
tion, shows two divergent developments. 
The anti-Muslim faction was led Tilak, 
the liberal one by Cokhale. The factions 
merged under the tolerant guidance of 
Gandhi in 1919, only to be poiari.ved once 
again, after the collapse of the Khilafat 
Movement in 1924, into two wings, the 
liberal one of Motilal Nehru, and its an¬ 
tithesis the orthodox Hindu one led by 
Madan Mohan Malavia and Lala Lajpat 
Rai. In the latter 1930s and 1940s the 
liberal faction .spoke with two voices, that 
of Rajagopalcharya conceding Muslims, 
the right of self-determination, and of 
Jawaharlal Nehru withholding it and of¬ 
fering secular integration. The anti- 
Muslim faction was led during this period 
by Sardar Vhllabh-Bhai i’atcl; white 
Gandhi occupied a middle position, link¬ 
ing and balance the two.’’ 

Among the scholarly community, it is 
not often recognised that m'my Muslims 
find the westernised Indiait elite’s em¬ 
phasis on secularism and the banishment 
of religion from public life about as 
threatening as the as.similative pressure of 
the Hindu right wing. The modernists’ 
foreca.st that reason and scepticism will 
eventually curtail religion has proved 
premature. The Muslim community’s 
mobilisation over the uniform civil code 
in 19^87 surprised only the secularists. 
The demand of the secular state on the 
Muslim minority to reform its personal 
law, to diminish its identity, or to hi^light 
the diversity of the community is therefore 
resented. At the heart of the Hindu- 
Muslim problem in India now is the 


Table 6: Conorf.ss Musli.m MPs from AP 


Cotuiituenc)' 

Election 

Yfear 

Elected MP 

Secunderabad 

1957 

Ahmad 

Mohiuddin 


1967 

Baqir Ali Mirza 


1971 

M M Hashim 

Mtrangal 

I9S7 

Saadat Ali Khan 


1962 

Baqir Ali Mirza 


1980 

Kamaluddin 

Ahmad 

Hanamkonda 

1962 

bakar Ali Mirza 

Kumool 

1957 

O A Khan 

Anantapur 

l%2 

O A Khan 

Guntur 

1991 

Laljan ftisha 
(TDP) 


Source: A Compendium of Indian Elections, 
compiled by David Butler. Ashok 
Lahiri. and Prannoy Roy (New Delhi: 
Arnold Heinemann, 1984); and 
newspaper reports. 
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Muslim demand for group ^presentation 
to the state. Modern states stress 
individual rights and respoasibiiiiies to the 
exclusion of collective group identity. 
Many minority groups sec the stress on 
individual rights as an attempt at 
homogenisation and rejection of their 
idenlitie.s. A.s Charles W Mayncs has said; 
The communications revolution heightens 
the political consciousness of minorities 
everywhere. An emphasis on individual 
rights does not satisfy them. 'I'hc demand 
of many i.s precisely that they not be 
homogenised. They a.sscrt dignity through 
their own language and cultures.''’ 

In contrast to the seculari.si demand on 
the Muslim coininuniiy to diminish 
religion-based idetitity as the price of in¬ 
corporation into the state, tlic Hindu right 
wing seeks the assimilation of the 
minorities on the basis of Indianisaiion. 
To the Muslim community both ap¬ 
proaches achieve the same tesuli, one in 
the name of secular humanism and the 
other in the name of Indian nationalism 
The Muslim community seeks neither 
domination over the majority group nor 
secession from the country. Whatever 
capacity the Muslims had to inflict 
damage on the state they used it in 1947. 
A widely scattered minority with poor 
resources in education or wealth is 
incapable of causing sfi ioiis harm to the 
country. On the other hand, a frustrated 
and sullen minority of milliotis can be a 
serious roadblock to the nation's material 
progress and societal integration. As 
argued in the beginning of the paper, the 
very objective of minority politics in India 
is the closing of the gap between constitu¬ 
tional precepts that guarantees reiigio- 
cullural autonomy and the executive prac¬ 
tice that hinders it. That objective does 
not seem accomplishable through politics 
alone. Gandhian ideology that secogniscs 
a Icgilitnale place of religion in polity and 
a positive ucccptaiice <if leligio ciiltural 
divcrsiiy~not grudging tolctaiice--offers 
a better prospect for natioiia: integration. 
As Iqbal .said in 19.1!: 

I have no hesitation in declaiiiig that, if 
the principle that every Maslim is entitled 
to full ami free development on the lines 
of his own culture and iradiiion in his own 
Indian lionielaiids is recisgni.scd as the 
basis of communal settlement, he will be 
ready to stake his all foi the treedoin of 
India.' 

(.'ON< msiON 

W’hat coiiclusiuns can be drawn from 
the little-known strata of a minor 
political paiiv in India? hit'.i, one must 
admit what majvirity nationalists 
everywhere deny; ttiai tcligious minorities 
in any coumty have some particular in¬ 
terests upon 'Aliiv.h the ••lait- trias impinge. 


in a pluralistic democracy it must be 
legitimate for the members of a faith to 
organise for the protection of those in¬ 
terests against encroachment and to ob¬ 
tain equal treatment so long as that ac¬ 
tivity docs not subvert the .state. Whether 
the most effective organisation of these 
purposes is a political party i.s another 
matter and depends very much on the 
local political configuration. 

Unlike ideological and nationalist par¬ 
ties, parties based exclusively on a minori¬ 
ty community are inherently incapable of 
mobilising a majority. Therefore, a 
religious minority party’s only hopes of 
sharing power are by alliance with other 
small parties or with a major party, a 
situation that does not permanently ob¬ 
tain. J A Laponce, an American political 
scientist, who has extensively studied 
methods for protecting minorities, has 
warned of the dangers of a backlash if the 
minority pressure group is seen to be suc¬ 
cessful.'* Getting a handful of Muslim 
MPs into parliament this way has its 
political and social costs, as the success 
of Muslim party candidates from clo.sely 
contested scats is likely to create tensions 
among citizens of different faiths and set 
in motion the process of ethnic polarisa¬ 
tion and backlash. What use is it then for 
a handful of Muslim members to raise 
issues in a manner likely only to an- 
tagoni.se the majority memners? The 
Muslim Leaguers and the Majlis leaders 
reply that there is need for “true and in¬ 
dependent Mu.slim spokesmen", rather 
than of immediate efficacy."* It is possi¬ 
ble that a small but vociferous minority 
can sometimes prod or shame an indif 
ferent majority into remedial action on 
minority rights, although this is apt to be 
more effective when the appeal is to 
universal values shared by the majority 
■under conditions of a growing economy. 
Some Muslims believe that these indepen¬ 
dent MPs will be able to bring the “world 
public opinion” to bear upon the Indian 
state to ameliorate the minority situation 
in India. Then too, even if the outraged 
protest from within the country brings no 
response, it may have cathartic value lot 
the minority who want to hear their in¬ 
dignant sentiments voiced in the 
legislatures regardless of the conse¬ 
quences. Quite apart from the ineffec¬ 
tiveness of a Muslim pressure group, some 
Hindu l. iders demand that the existing 
Muslim population strongholds be 
deconcentrated to prevent consolidation 
of minority votes. The Andhra Pradesh 
PJP leader Ale Naiendra and Jagmohan, 
the controversial former vice-chairman of 
the Delhi Development Authority, are on 
record as having asked for a dispersal of 
Muslim populations to prevent future 
‘Pakistans’ in India.'"’ Along similar 
lines, justice M Kri.shna Rao, a retired 


judge of Andhra Pradesh Hi^ <^n 
recommended to the government that 
“voter constituencies for the purpose of 
parliament, the state assembly or other 
local bodies should be thoroughly and 
radically changed. The old city should be 
split up into three or four zones and each 
zone mixed up along with one or other 
areas of the new city, i e, to the north of 
Moosi (river]. This measure would secure 
permanent benefit...for all communities 
living in Hyderabad!’*' Indeed, the AP 
government itself has gerrymandered the 
municipal corporation of Hyderabad in 
1964 in a manner designed to divide 
Muslim-strongholds and to minimise 
Muslim dominated constituencies.*^ At¬ 
tempts at broader alliance of Muslims 
with the scheduled castes arc blockxd by 
social distance, by a lack of a sense of cor¬ 
porateness among the scheduled castes, 
sometimes by conflict of economic in¬ 
terest, and atove all, by the ability of (he 
dominant political party to buy off Hari- 
jan leaders and retain the former un¬ 
touchables’ loyalty through patronage. 
The effort to influence public policy and 
decision through a non-partisan pressure 
group failed on account of the strong par¬ 
ty discipline precluding extra-party con¬ 
siderations. Some Muslims are enamoured 
of seeking safe scats through propor¬ 
tionate reservation in legislatures. Given 
the large-scale di-sapproval of reservatipns 
as expressed throughout the country in 
summer 1990, it is unlikely that any 
government in New Delhi can initiate 
reservation for Muslims, however justiHcd 
it may seem. 

Muslim effectiveness in the national 
parliament can be achieved through an 
increase in the membership of l>ok Sabha 
of MPs directly elected by Muslims. This 
is impossible under the present system of 
representation of joint electorates. Alter¬ 
native ways of representation such as pro¬ 
portional representation of votes polled 
by parties, in which case hitherto pressure 
groups can become major players in 
national politics, or the redistricting of 
constituencies to create Muslim- 
dominated seats, or finally by the revival 
of .separate electorates can drastically 
increase Muslim political power. 

A promising alternative to a majori- 
tarian system may be ‘consociational’ 
democracy. This model, as political scien¬ 
tist Arend Lijphart*-' describes it, has 
four major components. First and most 
important is “government by a grand 
coalition of the political leaders of all 
significant segments of the plural socie¬ 
ty”. Second is the mutual veto, which 
serves as an “additional protection of vital 
minority interests’’. Third is “propor¬ 
tionality as the principal standard of 
political representation, civil service ap¬ 
pointments. and allocation of public 
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funds!’ And fourth is a “high degree of 
autonomy for each segment to run its own 
affairs”. A similar approach is suggested 
by a scholar familiar with the Lebanese 
politics, which ensures representation to 
all the components of ethno-linguisiic or 
religiously divided or diverse societies." 

Countries such as Austria. Switzerland, 
and Columbia have had successes with 
this model, while others such as Cyprus 
and Lebanon have met with failure^ largely 
because of a lack of flexibility in the 
systems to keep up with the changing 
population numbers. The Indians could 
learn from the experiences of these states 
and modify some elements of the model, 
especially the principle of mutual veto, to 
ensure its success for them. 

Despite the limitations of a pressure 
group, the MIM approach is not likely to 
be abandoned. What Muslims can 
perhaps do in the interim is to distribute 
their votes among parties that are secular 
and democratic in orientation, and thus 
reduce the exacerbation of societal ten¬ 
sions that characterise closely contested 
electoral contests that turn into Hindu- 
Muslim communal Fights. Individual 
Muslim MPs of the mainstream parties 
will continue to be ineffective even when 
elected with a sizeable portion of Muslim 
votes. But the Muslim MPs belonging to 
pressure group are likely to be ineffective 
in addition to generating communal ten¬ 
sion. Greater self-reliance through the 
community’s own private initiative in 
education, charity, co-operatives, and 
social reform offer an alternative to the 
route of community improvement through 
politics. Secularism as oflficiaUy promoted 
in India alienates both Hindus and 
Muslims. The secularists’ fond hope that 
religio-cultuial identities would be washed 
away in the acid bath of modernisation 
has not come true. Positive acceptance of 
diverse identities rooted in religion as 
oiunciated by Gandhi has better prospects 
for national integration than secular prin¬ 
ciples. A solution to Muslim grievances 
can only come through national consen¬ 
sus. Muslim politicians usually cite the 
Hindu right wing as the main hindrance 
to a resolution of Muslim problems. There 
is no doubt that the Hindu right-wing b 
the major impediment to the satisfactory 
resolution of Muslim issue; but there is 
considerable ambivalence among secular- 
minded Hindus on the Muslim issue, 
based mostly on partition. This am¬ 
bivalence should, in the light of Muslim 
behaviour toward the country in the last 
four decades, be turned into a positive ac¬ 
ceptance of separate Muslim identity that 
is neither at the cost of nor exclusive of 
the national identity, lb emphasise only 
one or the other has been disruptive. In 
the absence of a consensus in the larger 


society about the resolution of minority 
demands, attempts to use legislatures are 
likely to be oounterproductive. Political 
mobilisation without the help of a 
mechanism in the form of separate elec¬ 
torates or a proportionate representation 
system, is premature and excessive, and 
therefore counterproduoive. 
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Orissa Famine of 1866 

Demographic and Economic Consecpiences 

Bidyul Muhanty 


The discussion of the demographic, social and economic consequences of the famine of 1866, one of the most 
decisive events in the economic history of Orissa, attempted in this paper is intended to throw light on the differential 
impact of the famine on various classes and caste groups and on men, women and children. This discussion is 
of some relevance to the contemporary discourse on famines which asks questions relating to structural deprivation 
of social groups and their entitlement profile. 


TF1I: Orissa famine of 1866 was one of 
the most important events in the economic 
history of Orissa. Both W W Hunter and 
C E Buckland, for example, had devoted 
a lot of attention to the famine of 1866.' 
Recent economic historians too have 
discussed the causes of this famine. They 
have either followed the Famine Commis¬ 
sion Report of 1866 or the Famine 
Commission Report o\ 1880. Amongst the 
causes mentioned are that the rains failed, 
that the 30-year settlement was about to 
expire, the export of rice had increased 
considerably, the bureaucracy was indif¬ 
ferent, the communications were poor, 
there was no dynamic trading class and 
the ramindais were only concerned with 
their own interest, it has also been pointed 
out that the closure of salt manufacture 
in 1861 threw an additional 26,000 people 
out of that occupation and they turned 
to agriculture' 

Some experts have tried to trace the 
causes of the famine of 1866 to factors 
which were in operation for a long time 
The productivity of the land was declin¬ 
ing because of heavy rent, poor cattle lack 
of manure, lack of irrigation and lack of 
rotation of CTops. It was also observed 
that the salt iiuinufacturcrs and weavers 
turned to agriculture because they were 
thrown out of their occupation or their 
livelihood became unremunerative 
because of the imported goods.' 

The famine of 1866 affected an area of 
40,240 sq mites with an estimated popula¬ 
tion of 11,855.543. It is estimated that 8 
per cent of the total population died 
within the calendar year of 1866. The 
Orissa division was the region most severe¬ 
ly affected by this famine (see map). It had 
an area of 7.649 sq miles and an estimated 
population of three million on the eve of 
the famine of whom at least 27 per cent 
dird.^ In addition it had general^ many 
fundamental changes in economic and 
social behaviour of people. 

The famine of 1866, thmfore, deserves 
extensive treatment, even though the kind 
of detailed official data available foi later 
famines were not collected cm this famine, 
the 'worst of them all. Nevertheless there 


is a mass of data of varying degrees of un¬ 
reliability which we have used. The main 
sources of data arc government pro¬ 
ceedings, Census Reports, Famine Com¬ 
mission Reports and Oriya press reports 
and autobiographies of contemporary 
figures. The main drawback of the data 
from official sources was thqt those were 
collected after the famine was over. So 
nobody really knew what was happening 
there. In order to compensate that lacuna 
we have also used unofficial sources. 
These sources again suffer from an ele¬ 
ment of exaggeration. But taken together 
both these sources would help in construc¬ 
ting the story of the above famine. 

In this paper, after a brief discussion 
on the causes of the 1866 famine, we have 
focused on the demographic, social and 
economic consequences of this famine. 
This throws some light on the differential 
impaet of the famine on various classes, 
caste groups, men. women and children. 
This discussion may be relevant to the 
contemporary discourse on famines which 
asks questions relating to structural 
deprivation of social groups and their 
entitlement profile. 

iMMEDIATh CAUSES Of- FAMINE 

The immediate main causes of the 
famine of 1866 were output decline, in¬ 
creased exports and hoarding and the 
laissez-faire policy of the government 
which did nothing to check the price 
rise:* Finally inadequate relief also con¬ 
tributed to people's sufferings. 

As discussed elsewhere, there were two 
estimates regarding the extent of output 
decline, one by the Commissioner of 
Orissa, T E Ravenshaw, on November I, 
1866 and another by the authorities of 
Famine Flistories of 1885. According to 
Ravenshaw, the aggregate output was just 
enough to feed an estimated population 
of 2.5 million in the year 1865-60, but 
famine occurred because the zamindars 
and traders hoarded grain. The authors 
of the Famine Histories noted that the 
output had declined by two-thirds to the 
extent of leaving one million without food 


at the latc of ''z seer per day for a year. 
The data do not enable us to decide who 
was right, but judging from references in 
the official records to ‘total crop failure', 
'not an ear of coni', etc, it appears that 
the authors of Famine Histories were 
perhaps nearer the truth. 

The. recorded export of foodgrain 
increased to an unprecedented level in the 
year 1864-65, leaving little fer storage for 
1865-66. The “cnergwie Teicnga Koomtees” 
of the Madras territory had entered Orissa 
in a big way to buy up grain, and a French 
company also exported through False 
Point in (.'uttack. in fact the Orissa rice 
was so much in demand that even a 
‘roadstead' port like Puri and False Point 
in Cuttack had started exporting substan¬ 
tial amounts since 1860-61. 

it was estimated that export of both 
paddy and rice had increased by more 
than 500 per cent between 1855-56 and 
1864-65. In the year, 1865-66, the export 
of grain continued at a reduced rate.^ 

Rot h Ol EXI'lt lATHIN 

All the series on prices showed that the 
prices rose considerably within a span of 
II months, (information on retail price of 
rice was available from several sources.) 
The Famine Commission, 1866 had con¬ 
sulted ail the available oflicial sources and 
had brought out a weekly series on prices 
starting Irom last week of October 1865 
till the end of {December 1866. Another 
series of prices of paddy, rice, and other 
substitutes of rice and cotton was available 
for selected years namely I860,1865, 1866 
and 1867 from the Inundation Commit¬ 
tee Report, 1869. Famine History (1885) 
also published monthly price list for the 
above peritxl. Finally, Utkat Dipika, the 
first Oriya weekly also published some in¬ 
formation on prices from August 1866 
oiiwaids. The main limitation ot all these 
lists was that they were underestimates. 
For example the series on annual average 
retail price as well as that of Inundation 
list on prices showed that prices rose 
highest in the year 1866 compared to I860. 
In addition the second series also showed 
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that the prices of the substitutes of rice 
moved in the same diiection as that of the 
rice Next year the prices of substitutes fell 
more sharply than that of rice Dipika list 
on prices showed that prices of rice started 
declining after October 1866. Ibicing 
October 1865 as the base period it was 
noticed that the weekly price of rice rose 
by more than twice in Puri, but by more 
than four times in Cuttack and Balasore 
in October 1866. The monthly price series 
also show the same phenomenon. But the 
supply did not expand sufficiently. In 
June 1866. it was pointed out by the 
department of public works (hat much of 
the money allotted to it could not be spent 
because people did not accept wages but 
demanded food.^ 

The members of the board of revenue 
as well as the commissioner of Oristsa divi¬ 
sion believed that village mahajans, 
zamind'ars and ‘agriculturists’ had some 
rice throughout the famine but did not 
part with it at any price, since they 
kept it for immediate use or for their 
dependents.' This is supported by the 
heavy export of rice which started again 
from Balasore to Calcutta and from Puri 
to Canjam in February 1867.' Similarly, 
pack bullocks had started coming from 
Balasore to the coastal ‘parganas’ of 
Cuttack district which had suffered most 
during the famine of 1866. So much so 
(hat the assistant collector of Cuttack 
reported to the collector of Cuttack that 
he had seen 2,000 to 3.000 pack bullocks 
at a time going to the coastal parganas. 
Each bullock was carrying one maund of 
rice These bullocks were coming from 
south-west Balasore ^ It is true that the 
movement of grain occurred at least partly 
because of the new crop, but some of it 
appears to have come out of past stock." 

One reason why zamindais did not part 
with the stocks was lack of communica¬ 
tion. Secondly, transactions in grain were 
regulated at a ‘customary rate’, so they 
could not change overnight. Thirdly, as 
the Famine Commissiorrer had also 
pointed out, the grain traders, including 
zamindars and ‘mahajans’ were ‘timid’ 
and ‘liable to panic"’ and these fears 
were boosted by the fact that the priests 
of Puri temple had predicted three years 
of famine in Orissa division.*’ (This 
judgment was unfair to traders at least, 
as we argue later.) 

Again the law and order deteriorated 
during the famine, food riots broke out, 
especially in Puri. The Collector of Puri 
had asked for special enforcement of 
police to deal with the food riots." This 
would have made the zamindars and grain 
dealers more apprehen.sive. Early in 
October I86S, ail the grain shops of Cut¬ 
tack town were closed but were re-opened 
the next day. I^nic closings were retreated 


later. Ganjam. which depended on Orissa 
rice; also experienced similar panic closure 
of shops. Ravenshaw explained this 
phenomenon as due to “combinations 
among the dealers’’ in Cuttack. He had 
advised the collector not to interfere since 
he was confident that the market forces 
would take care of the situation.*’ 

But the Famine Commissioners of 1866 
pointed out that the traders did not col¬ 
lude but (here was a spontaneous move 
at the prospects of the crop which look¬ 
ed as if they had conspired.'* 

Even though the Famine Commis¬ 
sioners blamed the local dealers for not 
taking risks, they realised the immense 
problems which (he transport bottleneck 
had created for private traders. The sea¬ 
port of Balasore was closed for country 
boats in the monsoon.*’ Secondly, the 
land route from Midnapur was a muddy 
road, and during the rainy season it was 
difficult to bring any rice.*', in addition 
ati unprecedented flo^ in August 1866 in 
Orissa made things more difficult. 

However, there were some exceptions, 
given the transport facilities. Some traders 
bordering Ganjam and Puri did respond 
to the price rise and sent rite to and fro 
through Chilka lake." Some of the 
traders even tried to bring rice through the 
flooded Mahanadi.’** But it was not 
enough to dampen prices. 

Role ok Governmen i 

Government imports were needed badly 
to dampen prices. But, unfortunately, the 
members of the board of revenue and of 
course Ravenshaw were armed with the 
principle of laissez-faire and did not want 
to interfere with market forces. 

The Famine Commissioners devoted 
considerable space to reveal how the 
members of the board were satisfied with 
giving orders to collect price data; how the 
Lieutenant Governor declined to interfere 
with the market price, and how the board 
members declined to import rice as late 
as June 1866. 

Finally in June 1866, the board agreed 
to import rice’* But the rainy season had 
set in and the sea had become rough, so 
the import of rice had become more dif¬ 
ficult. On (he whole, the Famine Commis¬ 
sioners blamed the board of revenue and 
the Lieutenant Governor of Bengal as well 
as the Commissioner of Orissa division 
for not taking proper action.” 

Relief Policy 

There was no famine code to regulate 
the administration of relief in the famine 
of 1866. B'lt the administration of relief 
was guided by so many considerations. 
The fust and foremost consideration, and 


we have referred to it. was the adherence 
to the principles of Adam Smith. Accor¬ 
ding to these, the market would take care 
of demand and supply of rice by adjust¬ 
ing prices. CoupM with that the ad¬ 
ministrators were also influenced by 
T Malthus’ principle of population, which 
predicted inevitable doom, unless the 
growth rate of population was checked.’' 
Hence, as Ira Klein has pointed out, 
“Millions of lives were .sacrificed in the 
19th century because the pull of humani- 
tarianism on the government was not so 
strong as the claims of Malthusianism and 
social Darwinism.” Thus the ad¬ 
ministrators tried to keep the cost of relief 
as low as possible.’' Another factor 
which influenced the administration of 
relief was the l^or Law. So they kept on 
debating whether people needing relief 
should work.’* Being influenced by alt 
these factors, the administrators did not 
start relief except in Puri till May 1866. 
When it started, the main thrust of relief 
policy was the reliance on normal work 
of department of public work. The mqde 
of payment was money wages. Later on. 
those who were fit, were employed in light 
labour. The nature of work varied from 
excavation of canals, to construction of 
embankments and roads.” Piece-rate was 
adopted. Gangs consisting of able-bodied 
persons used to be formed to complete 
certain tasks. After the completion of that 
task money used to be divided equally 
among the individual members of the 
gang. Hence the weak, women and 
children were not admitted to gangs. But 
women and children needed relief more 
than able-bodied persons who used to 
migrate elsewhere.” 

A person used to get three anna- per 
day in the public work.’" Let us find out 
whether a family of four adults could have 
gorthe minimum calorie requirement with 
that amount of wage in May 1866. On 
May 7, 1866, rice was .selling at the rate 
of Re 0.14 per .srer which rose to Re 0.2 
per seer in the month of June officially. 
So a person who was getting three annas 
would be able to get little more than one 
seer at the first instance and later on he 
would be able to get Vi seer per day only. 
But four adults required minimum two 
seers of rice to survive.'" In addition, 
prices were only notional. Thus it could 
be concluded that the money wage was 
below subsistence. As we wilt see later 
general labourers fled from work and did 
not accept the money wage because it did 
not provide them with subsistence. 

Similarly the distribution of gratuitous 
relief was not guided by the physical needs 
of famine ‘/ictims but was mostly guided 
by (he number of recipients and total 
quantity of grain available at that 
moment. Hence the most needy people 
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could not gel ivtief if they came late or 
if the able-bodied persons could elbow 
them out effectively.^' That relief was 
never adequate is also evident from the 
comments of the Famine Commission of 
1866. “And that, in truth, it was not caste 
or prejudice that was the main cause of 
mortality, is we think very evident from 
the fact that it is stated on all hands that 
by far the greatest loss of life has fallen 
on those lower castes who had least caste 
prejudice, whose manner of life least un¬ 
fitted them to avail themselves of public 
relief and who were most accustomed to 
labour”.” 

Different Esn imates of Mokialitv 

The mortality data were also riddled by 
uncertainties, Ixcause nobody knew how 
many were living before the famine and 
how many were dead or missing. No on- 
the-spot enquiry was done during this 
famine. But two important estimates are 
available on mortality: estimates of the 
deputy collectors which were submitted in 
July 1867, and that of the authorities of 
the Famine Histories, 1885. They are 
worth discussing briefly because scholars 
working on the famine of 1866 have 
generally accepted one or the other. 

In 1867, there were some efforts to col¬ 
lect statistics on famine deaths. I'he depu¬ 
ty collectors went to places where half the 
population were estimated to have died. 
Besides, the zamindars were asked to fill 
up forms regarding the population, mor¬ 
tality and emigration. When in doubt the 
deputy collector went to check the 
statistics compiled by the agents of the 
zamindars, but they too had to depend on 
the same agents. According to the enquiry 
conducted by the deputy collectors, the 
population of Orissa division was higher 
by IS.tXX) in 1865 than the previous 
estimate given by the Famine Commis¬ 
sioner of 1866. Accordingly the mortality 
Figure was also raised to 8,09,564 or to 27 
per cent approximately.” Even this was 
an underestimate as will be seen presently. 

The authors of the Famine Histories 
stated that the 1867 enquiry had under¬ 
estimated the 1866 mortality. They 
pointed out that when the survivors were 
put at 20,86,000 in 1867, the absolute 
number of deaths was put at 8,09,561. 
When the Figure for the survivois was rais¬ 
ed to 27,00,000 the death Figure should be 
raised to the same proportion. Thus, it 
became at least one million or 27 per 
cent.” 

It is likely that even the estimate of 
famine mortality done by the authors of 
Famine Histories was too low because 
they had considered the starvation phase 
of the fmine which continued till the end 
of 1867, but they had not considered mor¬ 
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tality beyond 1867. If we include the 
epidemic phase of the famine which 
invariably followed famine (in Indian 
famines at least), the death rate would not 
have come back to the level of non-famine 
years till 1868 on a conservative estimate. 
It might have even continued longer. 
Moreover, the authors of the Famine 
Histories a.ssumed that most of the 
emigrants would have come back. But the 
experience of later famines shows that the 
emigrants were more exposed to infection 
than the native population and thus ran 
the risk of death in the same proportion 
as that of the native population if not 
greater. For both these reasons it appears 
that the mortality of the famine of 1866 
would have been higher than one million. 

Famine. Sex-Dift ereni ial Mortality 
AND Outmigration 

The secretary to the government of 
Bengal remarked that old and young died 
in larger numbers in 1866.” The Sanitary 
Commission of 1868 stated that the 
famine had affected thq aged, sickly and 
inFirm in particular.” Again, Hunter 
pointed out in 1872 that the rural popula¬ 
tion would enter a famine as a “frigate 
goes into battle, cleared of all useless and 
inefficient members”.” 

The evidence of sex-differential monali- 
ty is not unambiguous. .A clergyman 
named Buckley who was very active dur¬ 
ing the famine had set up many or¬ 
phanages and recruited many orphans. He 
reported to the commissioner that the 
orphanage boys looked healthier than the 
girts, and also had a lower death rate.” 
The experience of adults was apparently 
different. The commissior<cr of Oris.sa 
division reponed the observation made by 
the collector of Balasore that more males 
than females had disappeared. Four 
women came to the relief centres for every 
one man.^ Again, according to the 
Famine Commission of 1866, “The very 
old of both seces have probably succumb¬ 
ed. But there remain a large number of 
elderly women who have survived by the 
aid of public relief.. 

Hunter on the other hand gave a very 
different picture of famine mortality in the 
Hugli relief centre. There the recorded 
death rate of the women and children (of 
both sexes) was higher than for men 
(where famine migrants of Orissa flocked 
on their way to Calcutta).'* 

On the basis of the slender evidence 
available it appears that the male death 
rate was not higher than the female death 
rate in every age group in 1866. 

The famine of 1866 had occurred at a 
time when Orissa division was quite 
isolated. Still it did generate a lot of 
mobility, though no accurate Figures were 
available. 
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The emigration statistics for the famine 
of 1866 were collected in June and July 
1867, along with the statistics of mortality. 
The zamindars were given forms to Fill up 
information on the emigration statistics 
along with death statistics. The data on 
emigration related to the number of 
emigrants who had left at the beginning 
of the famine, it did not include di.strcss 
migration during the famine of 1866.” 
According to the authorities, on an 
average 4 per cent of the estimated 
population of 1865 of Orissa division had 
emigrated during the famine period.” 

OtX llFAtlONAI. Sl KlIc rURl OF FAMINE 
Vktims 

In one respect the famine of 1866 was 
different from other famines. In this 
famine the ‘raiyats’, agricultural labourers 
and artisans all died in large numbers. In 
the famine of 1866 .some of the small 
zamindars and substantial raiyats were 
also affected to some extent but not in 
later .famines. In later famines of Orissa 
division only marginal raiyats were af¬ 
fected along with agricultural labourers 
and weavers. Table I shows that the largest 
number of deaths were among the culti¬ 
vators, reflecting two facts; the percentage 
of cultivators to total population was 
high; secondly, the cultivators category 
may have contained a category of raiyats 
who had uneconomic holdings and hence 
hired themselves out as labourers but were 
included as raiyats. To this extent the 
distinction between marginal raiyats and 
pure agricultural labourers is blurred. 

The l-aminc Commissioners of 1866, 
howevei', concluded that the calamity af¬ 
fected all the cias.ses of people but that the 
agricultural labuurcis and artisans suf¬ 
fered more than the raiyats. The commis¬ 
sion observed that raiyats suffered more 
from the indirect effects of famine, but the 
other twc> classes suffered from both direct 
and indirect effects of famine. “But in 
other respects the icsiimony is universal 
that the calamity of the famine fe'l with, 
by far the greatest severity on the workers 
for wages, the agricultural labourers, 
coolic.s and small artisans, especially— 
among the latter, on the weavers, already 
plying a declining trade!’'' 

Other references by collectors and mis¬ 
sionaries also show that the cultivators 
(raiyats), agricultural labourers and ar¬ 
tisans sufteied from the famine. For 
example, a small sample suivcy of 55 
houses in a village near the town of 
Balasore had been conducted in 1866 to 
ascertain the impact of famine and 
cholera on different castes from October 
I8ti5 to October 1866 (Table 2). The last 
column, ‘Gone’ could be interpreted as 
emigrated or dead. The collector stated 
that the villagers themselves were not 
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sure whether those people had died or 
emigrated. Of course, the sample is very 
small, but it still sheds interesting light on 
the caste incidence of the famine. The 
famine affected different castes different¬ 
ly. The most affected caste was bhumi- 
behera where > he loss was 100 per cent, 
next to them was kodal. Both the castes 
were small cultivators and had some 
assets. Next in the order of suffering were 
the weavers. The pastoral caste goala, of 
course, would suffer during the famine, 
because the cattle were badly affected by 
the scarcity. But it is surprising that the 
agricullurgi labourers or kandara, and the 
professional beggars did not suffer from 
the famine in the sense of outmigration 
or deaths. The number of agricultural 
labourers, it is true, was so small in 
number that this one village proves 
nothing. But the professional beggars were 
more numerous, and their survival is 
puzzling since one would expect private 
charity tc dry up during the famine. It 
might have happened that they went to the 


nearby Balasore town to beg and thus 
survived. 

The sample survey in contrast to official 
statistics showed that the death or migra¬ 
tion rate of small cultivators was more 
than that of the labouring population. 

While gnalysing the reasons for ex¬ 
cessive deaths among the labouring class, 
one of the deputy collectors of Cuttack 
who visited a group of ‘parganas* nearer 
the city of Cuttack had included the ‘pahi’ 
(migrant) raiyats also. The pahi raiyats in¬ 
cidentally depended partly on the pro¬ 
ceeds of wages. The deaths among these 
raiyats were also very high.** 

I^venshaw pointed out that in the 
localities in Cuttack such as Koojang and 
Aul, wliere the famine was very acute, the 
mortality was estimated to be SO per cent 
to 60 per cent of the poorer classes, and 
only one-eighth to one-tenth of the bet¬ 
ter classes.*^ The majority of the 
agriculturail labourers and artisans belong¬ 
ed to the poorer class. He also noted that 
the famine hit most the bauris, tantia. 


doms, chasas, who did not have any 
reserve of money or grain to fall back 
upon.** In 1872 W W Hunter wrote that 
most of the salt manufacturing landless 
labourers, who were from the castes of 
chasas, keuts, bauris and kandaras and 
irikas, were swept away by the famine of 
1866 and salt manufacturers had to be im¬ 
ported from Madras.*"* 

The Rev William Miller who had stayed 
for 20 years in Orissa as a missionary 
before the famine of 1866 gave evidence 
that the bauri and other lower classes 
(labouring castes) died in greater numbers 
than the respectable classes for two 
reasons. Firstly, the government relief was 
not adequate, so much so that the lower 
castes who went to relief centres died in 
greater numbers, secondly the bauris and 
other lower castes lived on daily wages 
from hand to mouth whereas the raiyats 
had other assets like bulIcKks and brass 
vessels to sell before they were 
pauperised.'" 

In 1867, the deputy collectors had gone 
to the worst affected parganas to verify 
the death results given by the zamindars. 
One of them pointed out that there was 
a great loss of life among the artisans in 
Hariharpur parganas in Cuttack district. 
In one village alone about 600, principally 
weaver^ had died.'* 

The deputy collector of Cuttack had 
visited another group of IS parganas situ¬ 
ated within a range of 1 to 24 miles from 
the post office of the city of Cuttack. The 
deaths were only IS per cent, considerably 
less than in other parganas, but here too 
labouring and artisan castes died in 
greater proportion than the other castes. 
He gave the following mortality figures 
and percentage distribution of deaths. 


Percentage 
Distribution 
of Deaths 


Number of deaths among 
agriculturists which were 
predominantly pahi raiyats 
who also worked a', labourers IO,i.62 4.S 
Bona fide labouring class 11,262 4.K 

Artisan classes 11,681 S.8 


The deputy collector also identified the 
'bonafide labouring class' as paas, kan¬ 
daras, bhois and sawars, etc. These were 
the castes who came in hundreds and stole 
the horned cattle and ate them. They were 
in fact, he said, the original cultivators of 
the .soil now turned into labourers.” 

This deputy collector also pointed out 
that the above parganas were near the city 
of Cuttack. Since the people of the city 
required the services of manual and skill¬ 
ed labourers, they were attached to those 
parganas. But he did not explain the link 
between the excess number of arti.sans and 
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ine onpropcvtKMiiiieiy niKn uiuiuniiy. 
Perhaps, at the onset of famine, their 
regular empk^mcnt channels dried up 
before those of the other groups and 
hence the excessive deaths. The deputy 
collector also pointed out that in certain 
villages in those parganas the weavers died 
“in hundreds”.^' 

In Khurda subdivision of Puri, biggest 
government estate where the relief work 
had started earlier, terrible mortality af¬ 
flicted the lower classes. The deputy col¬ 
lector wrote that the small raiyats died in 
large numbers as they did not have suffi¬ 
cient stores of food, having sold whatever 
stocks they had. But the main mortality 
was among the labouring class. He 
reported that many of them had little pat¬ 
ches of land, but the chief source of their 
income was ws^es in kind or money. They 
did not have stocks of grain sufficient to 
support themselves. The source of income 
had dried up because of crop failure. So 
the labouring classes, mainly bauris. vrere 
the earliest and the most numerous vic¬ 
tims of the famine. The clusters of huts 
of bauris were desolate along the coastal 
villages. He pointed out that the poorer 
class of artisans also suffered severely. 
They too were dependent on their daily 
earnings, but at the time of famine their 
services were not needed. He included 
fishermen, weavers and carpenters among 
the artisans.^ 

Similar reports also came from the 
worst affect^ parganas of Balasore.” 
Thus the victims of the fanune were from 
aji the occupational categories, except the 
vity substantial raiyau and large zamin- 
dars. Among them the agricultural 
labourers, artisans and small raiyats suf¬ 
fered most.** 

Reasons for Such Suffekinci 

(a) General Labourers: It might be 
argued that money wages were very rare¬ 
ly paid, and were confined to the towns. 
But on the eve of crop failure employers 
may have switched from kind to cash. The 
collector of Balasore wrote in April 1866 
that the agricultural labourers did not 
receive their payment in paddy due to 
scanty crop of the previous season in some 
areas at least.** Besides, the wages on 
public works and irrigation works at a 
later stage of the famine were paid in 
money. We have some scattered data on 
actual money wages, i e, the wages paid 
to the coolies by the sail contractors and 
wages paid by the public works. On 
Decemter 6, I86S, the collector of Puri, 
had visited the salt tracts. There he found 
that the salt contractors had employed 
some dozens of coolies and about 40 carts 
to carry salt to the coast. He mentioned 
that each cart was getting seven annas for 
100 maunds of salt and each coolie was 


geiuiig iwu piue oiuy. au ik suggoMu iiiw' 
the daily wage should be raised to four 
pice; it is not known whether the wage was 
in fact raised. Even if ii was raiserf at cur¬ 
rent prices it would be just adequate for 
one meal for one person. The coolies also 
preferred to collect ‘sag’ (edible leaves) to 
carrying salt.** There were no data on the 
price of the cattle feed or the adequacy 



price of cattle feed had increased during 
the famine period, because of the bad 
quality of the straw, so the cartman muu 
have spent more on cattle feed in oider 
to keep the cattle fit. At the same time he 
had to spend more to mainuin himself, 
in the face of the price rise: 

The wage paid by the general public 


Table i; Distribution or Toim, pAMiNt Deaths anoCi ass Composii ion or Dead Victims in 
Districts ot CuTTACk, Puri ano Bai asore. in 1866 Famine 



Total Deaths 

Cultivators 

labourers** 

Artisans 

Cuttack 

3,78,009 

1.83,887 

94,346 

99,776 

Puri 


(49)« 

(25) 

(26) 

2,13,944 

1.01,893 

73,734 

36,333 

Balasore 


(48) 

(34) 

(l'7) 

2.17,608 

1,32,997 

.39,288 

39,795 

Tout 


(61) 

(18) 

(18) 

8,09,361 

4,18,779 

2.09,368 

1,81,414 



(51) 

(26) 

(22) 


Notes. • Figures in parentheses are percentages. 

*• The figures under this head leave out the labourers who died in Puri town (4,908) and 
those who died in Bala.sore town (3,411) and those coining to Ehdasoic town from other 
places (2.117). 

Source: GOI/Home/Public. January 1868, Nos 21-22, PBn A; "Final Report on Mortality ducina 
the Late Famine". 


Table 2: Statement Showing T>it Effects or the Faminf and Cholera on Bhaskargange 
V iLLATjE Near Balasore Town bf.twe.en October I86S and October 1866 


Caste or Class 

Persons 
in 1863 

Persons in 
1866. 

Gone Occupation 

Remarks 

Koda) 

34 

22 

12 (35)* All small 
cultivators 

Of these 3 persons 
lived together in 
one house and left 
together most pro¬ 
bably to Calcutta. . 

Gaur 

25 

20 

5 (20) l^storal caste 


Kandara 

4 

4 

0 Landless labourers 


Raju 

16 

13 

.3 (19) Cultivators 

... 

Khandait 

30 

25 

5 (17) Cultivators 


Karan 

13 

12 

1 ( 8) Petty revenue 
ofFicials 

— 

leli 

32 

29 

J ( 9) Oil pressery 


Tanti 

38 

46 

12(21) Weavers 


Maganta 

31 

31 

0 Profcs.cional 
beggars 

— 

Musalmans 

17 

13 

4(24) --- 

They lived together 
and migrated to 
Midnapur 

Christians 

31 

28 

3(10) - 

Altogether there 
were lure 
households, three 
deaths which had 
occurred among 
them were either 
due to dysentery or 
cholera and not 
starvation 

Bhumib hera 

3 


3 (100) Not known 

All of them lived 
together and the 
villagers did not 
know whether they 
had died or 
migrated 

Total 

346 

294 

52(15) 



Sote: * Figures in parentheses are percentages. 

.Source.' GOB/Homc/Piiblic, RDP. October 1866, No 3S0, from ihe Collecior, Balasore to the 
Commissionei, Orissa division, October II, 1866. 
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was also bdow subsistence; especiatty dur¬ 
ing intense phase of the famine (Later on 
the commissioner of Orissa pleaded that 
even the daily money wage rate of three 
annas was not enough and pleaded that 
it should be raised to eight annas. He 
argued that this rate was sufficient during 
a period of prosperity but not when prices 
rose.’* At the price ruling during May 
1866, the wage would have bought rice 
sufficient for one meal for a period. In 
June or July 1866 it would not have been 
sufficient for even one meal. 

That the money wage paid by the public 
works department was below subsistence 
was also evident from the reports given by 
the superintending engineer of Cuttack and 
the executive engineer, Balasore division 
both in May 1866. The executive engineer 
wrote that the coolies and the carpenters 
had fled from work as they were unable 
to obtain any rice for consumption even 
at the high rate of Rs 8 per maund or five 
seers per rupee, which was the market rate 
in Bhudrukh subdivision in Balasore.*" 
7'he superintending engineer of Cuttack 
circle also supported this view.*' The of¬ 
ficiating superintending engineer, Cuttack 
circle, also wrote that work on Puri road 
was progressing slowly as rice was pro¬ 
curable with difficulty; he indicated that 
the daily wage was below 4 annas.*’ The 
irrigation company on the other hand had 
employed large number of people from 
January 1866 to June 1866, as the com¬ 
pany was paying the wage partly in kind 
and partly in money.*’ 

Before the famine a bricklayer used to 
be able to buy more than six seers of clean 
rice with his daily wage of approximately 
three annas. But in November 1865 he 
could get only two .seers of rice, even ac¬ 
cording to the official list on prices which 
underestimated the extent of price rise. 
Thus even the skilled labourers could not 
maintain themselves at the prevalent rate 
of wages in the famine of 1866. The ex¬ 
ecutive engineer of Kathjuri division told 
the famine commissioner, that “The first 
death from absolute starvation that came 
under my observation occurred about the 
20th November. It was a case of a 
bricklayer drawing Rs 6 per mensem, but 
who had a large family to maintain and 
was unable to provide for them. “During 
February and March there wete a great 
many deaths even among people who were 
drawing ordinary pay.** This was in spite 
of the fact that the irrigation company 
had introduced a famine allowance for 
person drawing less than Rs 10 per month, 
starting from December.*’ 
da) Agricultural Labourers: Agricultural 
labourers used to get wages in kind. There 
were no systematic data on agricultural 
wages though scanty references indicate 
that the daily wage rate was three seers of 


clean rice during the Iwrv^ing simson 
and less during the rest of the year.** 
This was sufficient for the family of the 
agricultural labourers, as long'as the 
labourers got employment, but the 
employment opportunities would have 
diminished during the famine for the 
following reasons. First, the salt manufac¬ 
turers competed for jobs as agricultural 
labourers, after I8M.*’ In 1865, the 
harvest failed by two-thirds, so the labour 
requirement for harvesting would have 
fallen.** The decline in employment op¬ 
portunities is also evident from Anant 
Dai’s diary. He wrote that his father, an 
agricultural labourer did not get any work 
and he deserted the family in the early 
months of the famine of 1866.** Second¬ 
ly. thatching which was an anni.al 
phenomenon also did not take place in 
full swing perhaps because of inadequate 
and bad quality of straw.’" This would 
also have required fewer labourers. Since 
the area under surnmn* rice was not very 
significant, the loss of employment due 
to the loss of summer rice which could not 
have been planted in the year 1866 would 
not be very large. But it would have af¬ 
fected some. 

Previously, in March and April, the 
substantial raiyats, zamindars and to some 
extent the raiyats just below the substan¬ 
tial ones, used to make annual contracts 
with the agricultural labourers for the next 
year’s agricultural operations.’* During 
the famine year of 1866 raiyats with less 
grain would not have entered into con¬ 
tracts. lastly, it was noticed that the area 
under rice had declined in the agricultural 
year of 1866-67, because of lack of 
agricultural implements.’^ 

On the whole, the employment oppor¬ 
tunities of the agricultural labourers had 
shrunk, so they bo:amc one of the 
first victims of the famine along with 
other labourers.” That the agricultural 
labourers had become unemployed and 
had suffered from deprivation was also 
evident from the sudden spurt of crime 
and grain dacoity. The dacoits belonged 
to lower castes such as baud, kandar? and 
pan and agricultural labourers were 
recruited from those castes.’* 

Thus, the money wage could not keep 
pace with the rising prices, even though 
the wage on public works was raised from 
two annas to three annas. Moreover, the 
public works were limited to the towns 
and government estates. The agricultural 
labourers who were paid in kind also 
suffered because of lack of employment. 
Hence general labourers and agricultural 
labourers were the first ones to die of 
hunger. 

(c) Raiyats Small laiyats suffered 
almost as much as the agricultural 
labourers, but the other raiyats did 


sbinewjiai“^^h^ter| tKough they alw 
suffered.” 

The rents paid by ‘thani’ raiyats were 
very high and they also cultivated some 
land at pahi tent (the market rent) to make 
ends meet, so they could hardly save grain 
for scarcities. Besides, the unprecedented 
flood of August 1866 had washed away 
the standing early rice crops and to some 
extent winter rice in the low-lying area. 
This was a direct loss to the cultivators, 
small and big alike. Moreover, the zamin¬ 
dars also collected the rent due in 
November 1865 and April 1866: they acted 
ruthlessly and took away whatever scan¬ 
ty crops the raiyats had in order to pay 
revenue. From those who were unable to 
pay the rent, the zamindars took away 
cattle, and even tore away their roofs. 
Numerous petitions were received by the 
government; the deputy collector con¬ 
ducted enquiries and found that these 
allegations were true in Cuttack.’* 
Similarly, in another tributary mahal, 
Bisenpur, the new zamindars had entered 
into a series of law suits to enhance the 
rent. The accumulated rent was demanded 
in 1865. In the meantime the harvest had 
suffered, in yet another mahal. Koojang, 
the tenants suffered greatly because the 
zamindar himself was indebted. Only a 
small portion of land was cultivated in 
1866, atid on this three-fourths of the crop 
was lost.” Thus, the zamindars had ag¬ 
gravated the economic condition of raiyats 
in certain parts of Cuttack; though the 
zamindars were also hard hit, they had 
grain stores to fall back upon. 

In some other places, such as the salt 
tracts, where agriculture was uncertain, 
the small raiyats suffered along with the 
agricultural labourers. For oample, when 
the collector of Puri visited the salt tract 
in December 1865, he wrote that some 
cultivators who used to pay Rs 10 to Rs 20 
as total revenue also came to beg in 
vain.”. 

In November 1866, the Commissioner, 
who had submitted a summary report on 
the economic conditions of the entire divi¬ 
sion. described a similar state of affairs 
in Cuttack also. For example, he wrote 
that people had sold cattle, roofs, doors 
and also prt^rietary rights of land to 
obtain food. He wrote that in Jaipur sub¬ 
division. 1,240 deeds of sale of land had 
been executed during 1866 as against 479 
deeds of sale in 1865. In 1866 raiyats sub- 
si.sted on government rice only. ’* The in¬ 
tensity of the distress was also shown by 
the caste of the women and children who 
were working in the public relief pro¬ 
grammes, the Commissioner added. He 
pointed out that the women and children 
of brahman, khandaits (landholders), 
mohanti (writcrs/professional caste) and 
goala (pastoral caste) did not work on the 
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prejudice. But during the famine they 
started light labour. Their number exceed¬ 
ed 2.000. Later on, in the same report the 
commissioner also quoted the deputy col¬ 
lector of Khurda, the biggest government 
estate, who reported that the deaths of the 
agricultural labour castes, namely, hari. 
dom, bauri and the lohars, were greatest. 
Next came chasas (cultivators, land and 
agricultural owners and labourers), Goala 
and tanti (weavers)."’ 

J C Geddes, the special collector who 
was employed during the famine period, 
also observed the 'distressed condition’ of 
the raiyats, though he did not distinguish 
between small and big raiyats. He had 
toured different parts of the division. He 
wrote that the agricultural class had lost 
three crops in two years. First of all, the 
crop in 186S was indifferent. Later on, the 
flo^ in August 1866 also destroyed the 
early crops as well as the winter crop. The 
raiyats had consumed their seeds and also 
had disposed of everything and had 
become destitute." 

Finally, a zamindar of Balasorc who 
was examined by the Famine Commis¬ 
sioner said that many raiyats of zamin- 
dars also died and their land was left 
untilled. 

According to the Inundation Commit¬ 
tee (1869) 18 small estates sriiich were pay¬ 
ing revenue of Rs 1.065 in aggregate had 
been sold between 18SS-I867 compared to 
II between 1842-1834." In other words 
some of the small zamindars were also af¬ 
fected 1^ the famine because they could 
not realise the revenue 

(d) Weavers: Apart from the artisans, 
the weavers had got a special mention in 
this famine because they were going 
through an economic decline earlier too. 
The weavers as a class were facing 
economic decline because of stiff com¬ 
petition from imported cloth, even before 
the famine had set in, at least in two tracts 
of Orissa division: one in Bhadrakh 
subdivision and another in Puri Sadat 
subdivision. Ravenshaw noted that many 
weavers (tantis) were asking about govern¬ 
ment policy. Their weaving was becoming 
unremunerative, but due to caste prejudice 
they could not be engaged in any other 
occupation." In a similar tone Harrison, 
the junior secretary of government of 
Bengal, pointed out that weavers were suf¬ 
fering because of other causes. In fact, he 
went to the extent of saying that the local 
officers should tell the leading men 
of their casic that competition was driv- 
ing them away from the market and 
hence they should tajee up some other 
occupation.*' 

At the onset of the famine of 1866, the 
weavers suffered along with the sail manu¬ 
facturers whose income had declined 


uccausc ui UK ciusuie oi sau ntaiiwiMC' 
turing by the government. Iliere was no 
direct reference to the fact tha( den»nd 
for cloth had further fallen during the 
famine period. But the price series pro¬ 
vided by the inundation committee 
showed that the price of raw cotton was 
lower than the price of rice indicating 
therein a fall in demand for cloth.** Even 
after the famine was over the weavers con¬ 
tinued to suffer." So the cotton relief 
which had started during the famine had 
continued for a long lime.** 

(e) Fishermen: In parts of Orissa in 
IBM, the fishing community; according to 
many observers, prospered during the 
early pan of the (famine. Thus, the col¬ 
lector of Puri wrote in his diary that he 
visited the ‘kewt sahi’ (the lane of fishing 
community) in the worst-affected area of 
Puri (Satpara. Malud, Parikud, Tua, etc) 
and found that they were not emaciated. 
The explanation he offered was that the 
shallow water of Chilka lake afforded 
ai.ipie fishing. Where such opportunity 
did not exist, they died, even in Puri.'* 
This was in December 1865. 

However, in Balasore the collector 
reported that the fishermen suffered in¬ 
tensely from drought as well as floods as 
they were very poor.** There is no infor¬ 
mation about the fishermen in Cuttack. 
The condition of the fishermen of Chilka 
was probably an exception, since the 
shallow water of Chilka not only had 
enough fish but also supplied a lot of 
green leaves to nearby inhabitants. No 
other place had this combination. 

Hunter, however, wnMe in 1873 that the 
fishermen did not suffer from the famine 
of 1866 but the boating community had 
suffered as the export of grain came to a 
standstill.*' The autobiography of Anant 
Das sheds very interesting light on the 
behaviour of the pandas (brahman 
priests). He found that the pandas of Puri 
temple profited greatly.*^ 

To conclude, people from practically all 
castes and occupations suffered from the 
famine. But the degree of suffering was 
less for raiyats and substantial zamindars 
and worst for agricultural labourers, 
weavers and other artisans besides the 
boating community. Due to special 
reasons, namely, presence of Chilka lake, 
the fishermen did not suffer in Puri. 

Lt'Nti-Tl RM CONSEQUtNt t..S 

In many ways, the famine of 1866 
brought about fundamental changes in 
Orissa. lx>ss of population had attracted 
immigrants till 1891. A distinct caste called 
chhatra-khia, or those who ate in the relief 
kitchen was created, people from ail castes 
were subsumed under this caste.*' The 
Dipika wrote that many people had kept 
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they did not touch even water given Iv 
them. As a result the servants felt degrad¬ 
ed. The Dipika argued that the destitutes 
should be readmitted to their former 
castes as they had repented having eaten 
in the relief centres.** Some social 
reformers tried to ‘purify’ those people 
and wanted to readmit them into their 
former castes. The ‘pandits’ of Calcutu 
and Puri were consulted, but the caste pre¬ 
judice was very strong and at first the Puri 
pandits did not want to readmit them to 
their respective castes. On April 11, 1868 
the Dipika again reported that as a result 
of the efforts of Sri Bichitranand Das, a 
social leader, the zamindars wanted to 
resettle the chhatra-khia and the villagers 
also wanted to readmit them to their 
former castes. The chhatra-khias were 
supposed to give a feast to the relatives 
and make some offerings to the goddess 
of the village in order to be readmitted to 
their respective castes. The Dipika also 
hoped that gradually all the outcastes 
would get readmitted, and grieved that 
similar measures could not be taken 
for the orphans who went to the 
missionaries.*' 

But all the outca.stes were not readmit¬ 
ted to their former castes. Chhatra-khias 
are found even today in Cuttack. Pur* and 
Balasore. in Cuttack, for example, they 
are settled on the sides of the government 
canals, suggesting that they had also 
worked at the canal site during the famine 
period-** The numbers arc very small, 
however, in 1901 there were 488 males and 
775 females belong to this caste. *^ 

The missionaries took charge of many 
famine orphans.** The Dipika reported 
that there were 8,000 orphans in the care 
of the missionaries. It commented that 
they should not be converted to Chris¬ 
tianity. Some of the orphan girb were also 
taken by the prostitutes.** Fakir Mohan 
Senapati also wrote, “Nothing was per¬ 
manent. The famine was over. The year 
after that some children as well as some 
people were wandering here and there. 
The Hindu society boycotted them as 
chhatra-khia. But the missionaries 
recruited them and eagerly made them 
educated;”™ 

CHANCitS IN PROISUCriON Rfct.ATiONS 

Hunter wrote that due to the famine the 
ancient land system had become less un¬ 
equal in some places. He wrote that rents 
were determined according to caste rank 
in f^rikud pargana of Puri where a Hindu 
raja had been installed. For example, a 
brahman used to pay less than other castes 
for the same kind of land. After the 
famine the rents had become more equal. 
He also pointed out that money rent was 
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converted into produce rent after the 
famine of 1866 in this pargana."*' 

After the famine, the area undo- ‘thani’ 
cultivation declined. A large number of 
raiyats had lost their rights in land. In 
1890-1900 it was found out that the area 
under thani had declined by 62 per cent 
in Cuttack, 66 per cent in Puri and 43 per 
cent in ^lasore between 1836 and 
1896.'” 

Many raiyats had deserted their lands 
in the great famine of 1866; the raiyats 
were readmitted as thani if they could pro¬ 
ve that they held thani land by inheritance 
or purchased from the holders at the last 
settlement recorded in the khatians.'” 

Up to 1866 the occupancy rights were 
not freely transferred, but within one year, 
i e, in 1866, 1,240 deeds of sale of land 
had been executed in Jajpur subdivision 
alone Many rent-free holdings also 
changed hands. The work of the registra¬ 
tion office also increased.'” Hunter also 
reported an increase in the sales of land 
in Balasore during 1866.'” in Puri 
district also many brahmans had transfer¬ 
red their rights in revenue-free lands and 
maintained them.selves during the 
famine.'” Emigration and mortality 
reduced the supply of labour and hence 
weakened the bargaining power of the 
zamindars immediately after the famine 
compared to the pre-famine period. The 
land was not tilled in many places in 1866; 
some factors being the shortage of labour 
and seed. So it is possible that they reduc¬ 
ed the pahi rent, though there are no data 
on this. In some places the zamindars 
wanted to resettle the outcastes which 
shows that they also needed raiyats.'"^ 

OKCiANISATION OF AGRICULTURE 

The immediate result of the famine of 
1866 was that the area under cultivation 
diminished for want of cultivators and 
labourers. According to Hunter, the area 
under salt manufacture which was turned 
into rice fiekls also was not cultivated 
again. On the whole, in Balasore the area 
under fallow land had increased so much 
that it took nearly 10 years for area under 
cultivation to come back to the pre-famine 
level."*' 

The other imporunt change was the 
introduction of canal irngation. Original¬ 
ly it was introduced to act as a safety valve 
against floods as well as drought. The 
government also wanted to link Orissa 
with Calcutta and Madras presidency in 
order to overcome the communication 
and transportation problems which they 
faced during the famine This proposal 
was mooted after the heavy floods of 
I85S, but after the 1866 famine the work 
was entrusted to the East India Irrigation 
Company. 


The irrigation facilities did provide 
some protection to crops in case of rain 
failure especially in Cuttack, but the 
raiyats of Orissa could not take full ad¬ 
vantage of the facilities to diversify the 
cropping pattern. 

Post-Famine Wages and Prices 

The post-famine money wage rate in¬ 
creased as a result of two factors: decline 
in the number of general labourers due to 
famine mortality, and the heavy expen¬ 
diture on public works, which were car¬ 
ried out in all the three districts in the 
form of embankment repairment, con¬ 
struction of roads and canal works. Sur¬ 
prisingly, the agricultural wagcj in kind 
did not chan^ at all. The money wage 
was generally paid in the towns, and also 
the board of revenue decided to pay more 
to the labourers in the public works as the 
supply of labourers had diminished due 
to famine mortality. But the money wage 
could hot influence the real wage in the 
agricultural sector, perhaps because it was 
fixed by custom and the influence of 
famine was not strong enough to change 
the rate of real wage. 

CONCIUSION 

Thus it can be concluded that the 
famine of 1866 was due to both decline 
in agricultural output and decline in the 
income of many classes of people. The 
prices rose by four to five times compared 
to the pre-famine years but were not very 
much higher than the neighbouring 
famine-affected districts like Midnapur 
and Canjam. So the private traders were 
not tempted to import grain into Orissa. 
The board of revenue of Bengal to which 
Orissa was attached was also strongly op¬ 
posed to government imports on the prin¬ 
ciple of non-interference with the market, 
in spite of earnest requests from the 
district collectors, and later on the com¬ 
missioner kiso. This went on till the month 
of June 1866 after which Orissa was cut 
off from the outside world as it did not 
have any good road connecting it to 
Calcutta and Madras nor any good ports 
which could be utilised during the rair*' 
season. The unprecedented floods in the 
month of August 1866, which submerg¬ 
ed vast areas of low-land for a varying 
period of four days to a month, also in- 
tensifled the sufferings of the people 
Thus, within a period of six months, 
i e from April to September 1866, a large 
number of people died of sheer starvation. 
On a conservative estimate more than a 
million people had died out of 3.7 million 
people; a Arm estimate is not possible for 
want of data. 

People from all categories, including 
raiyats, died during this famine. The 


causes of death were starvation and 
diseases such as cholera, smallpox, and 
diarrhea. The famine had a deep impact 
on social behaviour in Orissa division. It 
created a new caste called chhatra-khia 
which exists even today. It added many 
new words to the Oriya language which 
are in use even today. It also added many 
new edibles like many kinds of leafy 
vegetables which are still eaten by Oriyas. 
It also brought some significant changes 
in the tenurial relations and the organisa¬ 
tion of agriculture. 

Orissa received some special attention 
from the British raj after it had lost more 
than a million people. A steariier service 
was opened in 1871 and roads were con¬ 
structed linking Orissa with Calcutta and 
Madras. Labourers got additional employ¬ 
ment in the public works, canal works and 
Anally in railroad construction till 1900. 

The intense suffering in the famine of 
1866 had shaken the revenue ofAcialsand 
the relief policy adopted in the famine of 
1866 f jrmed the cornerstone for the later 
famines. So when the Bengal-Bihar 
famine of 1873-74 was apprehended the 
revenue department ofAcials tried to save 
as many people as possible. Accordingly, 
“.. .they set about making preparations 
with the,utmost energy to carry out relief 
measures on a scale and with a thorough¬ 
ness which had never been equalled 
before'*. "*• As a result there was not 
much loss of life during the famine of 
1873-74. 
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[1 am grateful to Oharma Kumar for her 
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under five acres, one-eighth or one-ninth 
of them had died. Of the better class of 
cultivators comparatively few would have 
died. In many places, the tower class of 
people ran away", FCRO 1866, Part II, 
Evi^nce No 86, p 106. 

83 Inundation Committee Report 1869, p 23. 

84 GOI/Homc/Public. June 1867, No 621 
3/4; From the Commissioner, OD to 
secretary, BR, GOB, May 18. 1867. 

85 GOI/Home/Public, June 1867. No 2282; 
From the Junior Secretary, GOB to the 
secretary, BR, GOB, June 14, 1867. Also 
see, COI/Home/Public, July 1867, 
No 2676; From junior secretary, GOB to 
the secretary, GOl, July 14. 1867. 

86 Demand for cloth had fallen in Ganjam; 
From the Acting Collector of Madras to 
the chief secretary of COM, August 13, 
1866, reproduced FCRO 1866, Fart III. 
p 56 

87 “Throughout Bhudrukh the purely 
agricultural classes wbre well off and non- 
agriculturists, espMially weavers and 
coolies had difFiculty in purchasing the 
grain as the ryots were withholding the 
grainl’ COI/Home/Public, June 1867, 
No 496; From the Commissioner. OD to 
secretary BR, April 30. 1867. 
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M GOI/Home/Publk; July 1867. No 2676: 
From the junior secretary, COB to the 
secretary (k>i, July 4, 1867. 

Also GOI/Home/Public, July 1867, 
No 394; From Special Famine Commis¬ 
sioner to secretary, Orissa Famine and 
Orphan Relief Committee, Calcutta, 
May 3, 1867. 

Also; Srivaatava has pointed out that the 
famine of 1866 had affected all classes of 
people. Elsewhere as in Bihar, the effect 
of the famine of 1866 was felt on profes¬ 
sional beu*n< helpless and inFirm. petty 
village artisans, agricultuiai labourers and 
noonias. In Madras presidency, non- 
agricultural classes, persons of Tixed low 
salaries and laiyats of Ganjam had suf¬ 
fered. Hari Sankar Srivastava. The 
History of Indian Famines I858-I9IS: The 
Development of Famine Policies, Sri Ram 
Mehra, Agra, 1968. p 80. 

Cotton relief is a special kind of relief, 
which used to be given to the weavers and 
'purdanasin' women who did not come to 
^ular relief centres due to ca'ste pre¬ 
judices. In particular weavers were given 
thread to weave cloth. This cloth was taken 
back by the government to be distributed 
among other needy people and the weavers 
were remunerated. In case of purdanasin 
women they were given cotton to be con¬ 
verted into thread for which they got 
remuneration. 

89 ‘Barlow’s diary'. 

90 The collector wrote the entire pargana 
Kismatnapu which was inhabited by 
fishermen was depopulated. GOI/Home/ 
Public, January 1868, Nos 21-22, Part-A. 
January 4, 1868; From the collector of 
Etalasoie to the commissioner, OD, July 16, 
1867. 

91 Hunter. Famine Aspects, p xx. 

92 The ‘pandas' of the temple called the 
people who had ornaments and persuaded 
them to deposit with them (pandas) so that 
nobody would steal them. They also pro¬ 
mised them a full meal everyday. Besides, 
the pandas also promised to return the 
ornaments as soon as conditions became 
normal. Many believed in this and 
deposited their ornaments. But after that 
the pandas used to beat them up and drive 
them away. Mansingh, Durbhikshya. p SS, 
Cuttack District Gazetteer 1906, p S2. 

93 Also the collector of Puri wrote that he 
stopped all the gratuitous relief to out- 
castes in Malud of whom there was a large 
number. In Cuttack and Puri there were 
many such women who had been turned 
out of their caste for having accepted 
government relief in the great famine of 
1866. They all worked in Cuttack and in 
the town of Puri but did not work in 
Bajiakoi, Malud and Parikud. GOB/Rev/ 
Agri, October 1878, No 635; From the col- 
leaor, Puri to Commissioner. OD, April 2. 
1878. 

94 Utkat Dipika, August 31, 1867. 

95 Ulkal Dipika, January 18, 1868. 

96 Even nowadays there is a market in 
Cuttack city which is known as Chhatra 
Bazaar in which the relief centres were 
opened. There still exist rows of small puc- 
ca houses without ventilation in which the 
recipients of relief were accommodated 

97 Census of India Hengai Report, I9f)l. 
Vol V, Part I, p xxxiii. 
interestingly enough, the concept of 
chhatra-khia was created for the fust time 
during the famine ol 1866 because the 
public chhatras (relief centres) by foreign 
rulers were started during this famine and 
the caste taboo was quite strong during 
that period, laic on we do not find any 


mention of chhatra-khia caste during 
famine; probably because the strong 
resentment against the relief centres had 
declined. One could argue that the inten- 
s.iy of famine had diminished alsb; which 
was partly true. At the same time; the 
famines of the 20ih century did result in 
heavy mortality as we will see later. It was 
a fact that the resentment against the 
public relief centre also had declined. 
Besides the administrators look care regar¬ 
ding the form of relief. Generally they 
staited giving relief in the form of raw rkc 
Secondly, the coUeciors, e^ who were col¬ 
lecting data on later famines did not col¬ 
lect any data on this aspect. But terms like 
chhatra-khia. 'go to chhatra’, etc, became 
part of the vocabulary of Oriya abuse. 

98 Anant Das wrote, the missionaries not 
only recruited tte orphans but also 
members of other castes whom he saw in 
the orphanage. Mayadhar Mansingh, Dur¬ 
bhikshya, p 91. 

Also; ‘The Fiunine Orphans of Orissa', The 
Indo-European Correspondence, Vol II, 
No 13, March 10, 1867, Cakuiia. p 171. 
the Christian Spectator, Vol I, No 7, 
January 1872, Calcutta, p 278 in John 
Brown (ed). The Centenary Volume of the 
baptist Missionary Society 1792-1892, 
(London, 1872), p 260. 

99 Police Administration Report of Bengal 
1866, Appendix II, p 4. Also Ulkal Dipika, 
February 12, 1867. 

100 F M Senapati, Alma Charila, p 35. 

101 W W Hunter, Orissa 1872, Vol I, p 33. 
B B Chaudhuri has pointed out that pro¬ 
duce rent is paid in places where the 
agriculture outcome is uncertain. “Where 
cultivation was uncertain, inferior 
crops grown and the yield low, the 
peasants usually paid rent in produce". 
B B Chaudhuri. ‘Eastern India', CEHIII, 
p 124. It is pos'sible that the salt tract 
parganas of Parikud and Malud had 


shown instability in the Ckc r>f the famine 
hence the money rent was converted into 
produce rent. Utter on this salt tract did 
face recurrent famines. 

102 “..and in the famine years of 186647 very 
large numbers were forced to throw 
thmsHves on the mercy of zamindar. 
Some abandoned their lands and fled, and 
came back later on to be readmit!^ as 
pahi raiyais; othen gave up their thani pai- 
tas in return for advances; others no 
doubt—-though of this there it less 
record—were ejected altogether from their 
lands on failure to pay their rents". 
Maddox Report l890-l9nMcil,pm322. 
Also B B Otaudhuri has pointed out that 
the decline took place becnite of the agri¬ 
cultural depression which had set in just 
after the settlement of 1836-40 and then 
the famine In both these situations the 
rent proved to be excessively high, com¬ 
pelling the thani peasants to “relinquish 
their holdings!' B B Chaudhuri. 'Eastern 
India', p 134. 

103 Maddox Report 1890-1900, Vbl I, para 417. 

104 GOI/Home/Public, January 1867, 
No 958; From the Commissioner, OD to 
tlic secretary, BR, November 1,18^ p 31. 

105 W W Hunter wrote: “In the famine year 
(1866) 360 such transfers by sale and mor¬ 
tgage were duly registered being more than 
one-third of the loul number registered in. 
the eleven years 1864 to 1874”. Hunter, 
Statistical Account of Bengal, Vol XVIII, 
p 315. 

106 GOB/Rev/Agri, August 1878, No 1931; 
From the collector to the Commissioner, 
OD. August 16. 1878. 

107 GOI/Home/Public, January 186/, 
No 958; From the Commissioner. OD to 
the secretary BR, GOB; November 1,1866. 

108 Hutiter, Statistical Account of Bengal, 
Vol XVIII. pp 300-301. 

109 Report of the Indian famine Commission 
1880, i’art I, Famine Relief, pp 15-16. 
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DISCUSSION 


Sex Ratio and Violence 

Spurious Results 

Arup Mitra 


THE grand debate on gender ratio in the 
Indian context gains momentum further 
as Philip Oldenburg (1992) in his recent 
piece attaches a new dimension to the 
issue. To explain the ‘Bermuda Triangle 
for Girls’ of west-central UP and the sur¬ 
rounding ‘downward sloping* districts he 
proposes to include the factor, namely, the 
“perception of a need for sons to uphold, 
with violence, a family’s power vis-a-vis 
neighbours”. In favour of his basic 
hypothesis (i e, “families in west-central 
UP want (or need) more sons than 
families elsewhere because additional sons 
enhance their capacity literally to defend 
themselves or to exercise their power”), the 
empirical evidence he cites is the negative 
correlation 1-0.72) between the district 
specific sex ratio and the rate of murders. 

i 

But such a correlation betweer the 
variables mentioned above can also 
emerge if the districts with low murder 
rates, and thus less disputes and violence 
as the author would have us believe, report 
outmigration of males larger than that in 
the districts with high-inurdei rates. The 
outmigration of males in the districts with 
less violence would turn the sex ratio in 
favour of the women. But such a possibili¬ 
ty has been ruled out in Oldenburg’s 
discussion as he writes, “it seems unlikely 
that even if all east UP migrants were to 
return home, the sex ratio would decline 
to the level of west-central UP”. But if 
women for reasons such as marriage have 
out migrated to a greater extent from the 
central-west UP as compared to elsewhere 
in the state, that can also be a rea.son of 
low .sex-ratio in central-west UP. 

Oldenburg also di.scounis the view of 
Kundu and Sahu (1991) which relates the 
decline in sex ratio at birth to rising am¬ 
niocentesis. In his words, “It is hard to 
believe that the west-central districts of 
UP differ from others in access to amnio¬ 
centesis facilities!’ He would rather explain 
the inter-regional differences in sex ratio 
in terms of “discrimination against 
girls”—the discrimination that .stems from 
the want (or need) for more sons in the 
face of violence. But protection from 
violence such as disputes with neighbours 
(leading to murders) is just one single 
component of the huge spectrum of social 
security the parents expect to derive from 
having more sons. I^riicularly in the 


urban areas the concept of social securi¬ 
ty associated with ’.son preference’ would 
vary substantially from such a connota¬ 
tion given to the term. It would, therefore, 
be quite misleading to suggest that “as the 
country has become more urbani.sed, and 
as old systems of social and economic 
control have broken down, increasing 
violence might help explain the decline in 
sex ratio”. Moreover, it would be a wild 
guess to treat all the murders across 
r^ions as being of uniform type. Organis¬ 
ed violence and the murders committed 
by the mafia groups functioning in the 
cities arc phenomenal. In that case, can 
one associate the ‘son preference’ with 
crimes? If Maharashtra falls into the 
category of low sex-ratio and high murder 
case rate (Table 4, Oldenburg) it would be 
due to the fact that three of the 12 million 
plus cities (as per the 1981 census) are 
located in this state and as the author 
himself has noted, the murder rates in 
these large cities are considerably high. In 
fact, if regions with low sex ratio have high 
crime rates and vice versa it would not be 
difficult to perceive both crimes and sex 
ratio as the outcome of .some endemic 
problem of the socio-economic conditions. 

In addition to more male outmigration 
in eastern UP and more female outmigra¬ 
tion in western UP for reasons such as 
marriage, other factors which may be sug¬ 
gested in explaining the inter-district varia¬ 
tions in sex ratio in UP are to be perceived 
in terms of the practice of dowry and pro¬ 
blems associated with it (including pcst- 
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marriage harassment of the daughter-in- 
law and her parents). In the context of the 
rapid spread of consumerism and rising 
inflation of the 80s, the problem of dowry 
has aggravated further, and its subsequent 
impact on parent’s .sex bias cannot be ig¬ 
nored. In the face of rising cost of living 
the average family size tends to decline but 
in that case the small family norm, given 
the sex bias of the parents, tends to get 
implemented at the cost of female foetus 
[Mitra; 1991 j. (iiven the level of social 
backwardness the problem of dowry is 
more severe among those belonging to the 
middle and higher income brackets than 
their counterparts in the liottom size 
classe.s. Similarly it would be erroneous 
to ignore the positive association between 
affluency and crimes (like murders). If the 
average level of living in the central-west 
UP can be found to be higher than ihat 
ill other parts of the state, given the level 
of social backwardness, the discrimination 
against girls, can, indeed, be related to the 
problems of dowry. 

On the whole, the argument of violence 
leading to discrimination against girls is 
not only .highly inadequate in explaining 
the differences in .sex ratio across regions 
or over tune, but reflects a narrow under¬ 
standing of social violence in India, par¬ 
ticularly in urban areas. 
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Financial Intermediation and Rural 

Credit 

fiurliachan Singh 


ARUN GHOSH’S concern (‘Monetary 
Assets. Savings and Economic Growth’, 
EPW, October 3, 1992) for reduced 
availability of credit for the agricultural 
sector is understandable. We share this 
concern. But our analysis is different. 

To understand the issue of rural credit, 
we need to take a closer look at it in pro¬ 
per historical perspective. The indebted¬ 
ness of the farmers in India, the high rates 
of interest and exploitation in other ways 
by local moneylenders arc historical facts 
on which there is hardly any disagieemcni. 
And the deserved sympathy is not a post- 
independence phenomenon. There is a 
long history of sincere, albeit unsuccess¬ 
ful, attempts to rcduce/iemove the burden 
of debt and make more credit available at 
reasonable rates of interest (see A G 
Chandavarkar in the Cambridge 
Economic History of India}. 

In this quest for emancipation of the 
indebted farmers and artisans, however, 
certain developments occurred which were 
not in the interests of the peasants in the 
long run. The attitude towards money¬ 
lenders hardened and leniency, to varying 
degrees, towards the indebted became in¬ 
creasingly accepted. 

Now, lending requires a certain legal 
framework. There is need for some means 
of enforcement of a contract if credit tran¬ 
sactions are to take place to the mutual 
benefit of both parties. While an effec¬ 
tive legal framework is necessary in any 
case for the smooth functioning of an 
economy, the need is immediate and 
relatively more important in the case of 
credit. In the Indian countryside, in prac¬ 
tice, enforcement of recovery of a debt is 
extremely difficult whether the lenders are 
quasi-govemmen: institutions or those in 
the unorganised sector. 

It is this difficulty in enforcement of 
recovery that has played havoc with the 
credit markets in rural areas. It is this that 
is a major factor accounting for the 
“flight of savings from the rural areas’*. 
And this explains why with increasing 
financial intermediation, the problems of 
availability for the rural sector should in¬ 
crease. With safe and lucrative outlets for 
savings that are increasingly becoming 
available; it is understandable why credit 
needs are moie and more difficult to meet 
in the rural sector. 

The market mechanism fails in opti¬ 
mum allocation in many respects and 
these are,iMdl established propositions— 


both theoretical and empirical. Ghosh 
adds to this list when he blames financial 
intermediation for misallocation of funds 
between different sectors. This is in sharp 
contrast to the role, in theory, of inter¬ 
mediaries in a market economy. In theory, 
it is the very intermediaries that perform 
the crucial role of co-ordination in a 
market economy, as emphatically pointed 
out by some critics of the Walrasian 
models. This makes exchanges possible 


and economic agents can move to niieto* 
superior positions. 

Let us sum up the argument. According 
to Ghosh “introduction of organised 
financial intermediation in the rural areas 
led to a flight of savings from the rural 
areas” (p 2148). This is factually correct 
but the former is not the cause of the lat¬ 
ter. The cau.se is the absence, in practice, 
of a machinery that enforces the recovery 
of loans. Financial intermediation is 
desirable and needs further encourage¬ 
ment. With an improvement in the legal 
framework, it is this very intermediation 
that will ensure availability of funds (at 
reasonable rates of interest) for viable 
schemes in agriculture 
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Coming up at Santei, district Mehsana in Guiarat, is a project to manulactuie aluminium circles 
I a slugs. Products that have increasing demand for manufacturing 


pressure cookers, norr-stick I 
and medical products 


Ichenware, utensils and collapsible tube, loi cosmetic 


Promoted by experienced promoters erith over a decade's experience in the aluminium business 
Parth Aluminium beheves this white metal is worth its weight in gold To be set up at a cost of Hs 526 85 lacs the project has 
already attracted the attention of leading cookware manufacturers with commercial production slated to start shortly, Parth 
Aluminium carries the promise of being a profitable opportunity 

Public Issue of 35,50,000 E4|uity Shares (rf Rs. lOl* eadi fdr cash at par aggregating Rs. 355.00 lacs. 


HIGHLIGHTS 

* COMPANY TO MANUFACTURE ALUMINIUM CIRCLES. 
SI.UGS& SHEETS. 

* WELL EXPERIENCED PROMOTERS AND ALREADY IN THE 
BUSINESS 

* ENQUIRIES RECEIVED FROM LEADING PRESSURE 
COOKER MANUFACTURERS. 

* PRODUCT BEING USED IN VARIOUS CONSUMER GOODS 
INDUSTRY LIKE COLLAPSIBLE TUBE MANUFACTURING. 
UTENSILS PHARMACEUTICALS ETC 

* PROJECT IS IN A NOTIFIED BACKWARD AREA. HENCE 
ELIGIBLE FOR CASH SUBSIDY AND SALES BENEFITS THE 
COMPANY WOULD BE IN THE SSI SECTOR. 

* EASY LIQUIDITY - APPLICATIONS HAVE BEEN MADE FOR 
IISTING ON AHMEDABAD, BOMBAY AND JAIPUR STOCK 
EXCHANGES 

* TAX CONCESSIONS UNDER SECTION 80L. SOM. 80 HHC 
80(1 A) AND WEALTH TAX BENEFITS AS PER CURRENT 
TAX LAWS. 


RISKS AS PERCEIVED BY 
THE MANAGEMENT 

• THE INDUSTRY IS HIGHLY COMPETITIVE HOWEVER. I HE 
PROMOTERS ARE WELL EXPERIENCED IN 1 HIS LINF AND 
DO NOT FORESEE ANY PROBLEMS IN MARKETING THE 
PRODUCTS 

• THE COMPANY S PRODUCTS ARE DEPENDENT ON THE 
AVAILABILITY OF RAW MATERIALS MOHFOVEH. ANY 
MAJOR CHANGE IN THE PRICES OF RAW MATERIALS 
WOULD AFFECT THE PROFITABILITY OF THF UNIT THE 
COMPANY DOCS NOT ENVISAGE ANY PROBI E M IN 
ACCESS TO HAW MATERIALS 

• THE COMPANY HAS ITS ENTIRE FIELD OF 8' 'SINESS IN 
ALUMINIUM FIELD ONLY IN CASE OF RECESSION IN THE 
INDUSTRY T HE WORKING OF THE COMPANY MAY BE 
ADVERSELY ArFECTED IN THE FUTURE 

• THE COMPANY IS YET TO OBTAIN I iNAi SANCTION Ot 
POWER FROM GUJARAT ELECTRICITY HOARD 
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Now, a distinctive housing scheme 
from Unit Thist. 


Huw will the scheme work? 

1‘tut.Trust hits lied up with lIDKC. 
wlio will give .vun ■^ loai; lliree tun- s 
your invest merit after four years or 
four times after seven years, l-iiiui.s 
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liy I'Tl 

‘Imit Trust will endeavour to repay 
the loan and intere.st out of capital 
i'ppreeialinn. If there is a shortfall, 
tin; investor will be reriuired lo pay 
the difference, Shouhi there be a 
surplus, it will he paid to the 
invr-sior 

Highlights of the scheme 

* <)poii to all individuals and NKIs 


X 

o 


ttMlt 


I—m 

t* 


Miiiimuni investment is Ks.^KK) 

(2l> I'liits of face value Rs.KH)) and 
miiltiplcs of Rs.KMtO thereafter. 
There is im maximum. 

Sale and repurchase prices of lints 
hitsed on Net Asset Value. 


• No re|iure!iase for a [leriod of five 
years, e.seept under special 
eireurnstaiiees 

• Housing loans sutiject to a ceiling 
of Rs.5 lakhs The loan period is 
ten years. 

• No dividend will he declared 
Income earned will he ploughed 
hack for capital appreciation to 
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6 ATTRACTIVE BENEFITS FROM 
A PURE GROWTH SCHEME! 



Magnum Multiplier Plus ’BS. A scheme 
that has the best of our very successful 
MMS-’9() - plus more! A pure growth 
scheme with so many additional benefits. 
Of course, the most important benefit is 
the wise and prudent investment expertise 
of SBIMF - the Mutual Fund which has 
emerged unscathed! 

Scheme details ; 

* Duration: 6 years * Minimum subscription: 
Rs. 1000 i.e. 100 Magnums at Rs. 10/- each. 

* Eas> transferability. 
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* GROWTH : A pure growth .scheme similar 
to Magnum Multiplier - ’90, which is quoted 
around Rs. 40/- in just 2 years. 

* USTING : After just six months at mitjor 
Stock Exchanges. 

*' LIQUIDITY Additional facility of 
repurchase after 3 years, at NAV related price. 
A boon to investors in non stock market areas. 


* RIGHTS : Two Rights offers - at the end 
of 2nd year and 4th year, on terms to be 
decided by the IVustees. 

* LOAN : Facility upto 75% of face value 
at all Static Bank Group branches. 

* ASSURED ALLOTMENT : NO UPPER 
LIMIT. 
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Public EnU‘rpriscs: Fact and Prejudice > V 

Public sector enterprises arc widely perceived as an impurtanvr^listyn lor > 
the growing fiscal imbalance in recent years and lor the i^tdesprcad, and 
allegedly increasing, iiicrficiencics in the non-farm sectors ptthc ' 

economy. A gradual reduction in the role of the public,$t^tor. espeeialiy 
in the sphere of production, is therefore seep as an^s^nt|,ai pan-of ^y,***^ 
economic reform. An examination of the ovcraU',iMictt>oi' tt^ pi^lic 
enterprises, their budgetary dependence, theijp^ternih r^isdiircri^'^^ 
generation for financing their investment and their capad#^ 
utilisation, however, questions these implicit premises of me 
reform programme. KKt 

Bombay's Killing Fields 

in two pha.ses, the first in the wake of the destruction of the Babri 
Masjid and the second exactly a month later, Bombay city has plumbed 
shameful depths of communal violence. A report on the hrst phase of 
the killings which was mostly a series of confrontations between 
Muslims and a patently partisan police force. SI 
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Tamil Migration 

While the political linking oF a 
ilisparaie colleciion of countries 
under the colonial system did not 
completely abolish the historical and 
geographical distances which 
separated the various colonies, it did 
reduce them considerably and thus 
created favourable conditions for 
large-scale redistribution of 
population. Am'ong the available 
resources, Tamil labour was Ihe first 
to be exported, even before the 
complete integration of the regional 
economy into the world-system with 
the introduction of export-oriented 
agriculture at the end of the 
last century. Ill 


Language and Nationality 

Some 420 languages and dialects are 
used in a complex and wide-ranging 
cihno- and socio-linguistic , 
configuration in north-east India. 
This confers a certain singularity 
to language-related issues in 
the region. 91 

The Jharkhand movement in West 
Bengal has inherited the 
organisational weakness which 
characterises its counterpart in Bihar; 
addiiionelly it faces peculiar 
problems such as the lack of a 
common language and the fact that 
iribals constitute a minority in 
all Ihe three concerned districts 
in the state. 121 

Uganda AsianH 

The tragedy of Uganda Asians 
today—20 years after their 
expulsion from Ihe country in 
1972—is that (heir banner has 
been u.surpcd by recession-driven 
large proprietors who seek to 
gain privileged'treatment under 
the protection of a constellation 
of external interests. 93 


Women against Arrack 

While no group or parly has 
provided Ihe anti-arrack movement 
in Neilore in Andhra Pradesh with 
an ideological framework or 
strategic plan, arrack seems lo have 
become a nodal point enabling 
women to comprehend their dai - 
predicalnents—related to work, 
family economy, health, 
education and iheir personal lives. 87 

Hindutva All the Way 

The prime minisierLs resolve to 
rcconstruci the Babri mosque was 
evidently on-ihe-.spur-of-ihe-momcni, 
sh(K'k-induced bravado The 
mosque in fact has disappeared 
from (he agenda, so (oo has (he 
pra((lc over forming a secular 
fron(. The governmera has given in 
(u (he demand of (he savages 
(o have (he 'Ram|ala' idols opened 
for darshan. (hough (his 
decision is clearly viola(ivc of 
(he law as well as (he Cons(i(u(ior. 
and cu(s aihwar( (he instruedons 
of (lie Supreme Court. 79 


l.aw and Housing 

Nowhetc is ihe inleraciion of taw 
and society mure critical (h*an in Ihe 
area of housing, for here the 
social diiiiciision of law 
becomes central. 97 

Nco-Brahminism 

Discussions of (he current state of 
(he non-Hrahmin movement in 
Tamil Nadu often betray an amazing 
insensiiiviiy to the interplay 
between material circumstances and 
consciousness, to ihe 'ripple' effecls 
of ideology and to ihe mode of 
production and Icgilimi.sation 
of power in ca.sic Hindu 
society. 129 



LETTERS TO EDITOR 


Marx and Service Sector 

S J PATf-.L's toitinients about Marx 
(Novcinhci Vi, I'WI) were incorrect as is 
evKlciil from itic following quotes from 
Marx's works. These will .show how aware 
Marx was of the nature, role and place of 
the SCI vice sector in modern development 
and how relevant and correct was his in¬ 
terpretation judging from the process the 
service sccioi has evolved in developed 
capitalist economics of today. True, Marx 
did not explicitly discuss the role the ser¬ 
vice scctoi IS playing today in the last stage 
of capitalist development, i e, at the 
present stage of internationalisation of 
production preceded by stage.s of inter- 
naiionalisation of goods and capital, and 
investment, credit and loan. However, it 
is implied in fiis analysis given here.Marx 
wrote: “Given an advance of industrial 
productivity to the point where only one- 
third of the population takes a direct part 
in material production, instead of two- 
ihirds as before then one-third furnish the 
means of life for the whole, where as 
before, two-thirds were required to do 
so... Disregarding the class constriction, 
the whole nation would now need only 
one-third of its time for direct production, 
whereas earlier it had needed two-thirds. 
With equal distribution, every one would 
now have iwo-third.s of his time for un¬ 
productive labour and for leisure. But in 
capitalist production everything appears, 
and IS, contradictory. As productivity 
rises, the number of unproductive labour¬ 
ers required to service and maintain the 
growing c.^pitjl establishment also rises, 
foi example, members of traditional un¬ 
productive workers like clerks, book¬ 
keepers also increase. This process in due 
course calls ituo being entirely new bran 
ches of unproductive work such as the 
banking system, the credit system, in¬ 
surance empires and advertising, but that 
growth of .scientific and technological 
establishments, as well as an increase in 
public education generally arc also includ¬ 
ed in this category;' (K Kautsky (ed|, 
MarxTheonn Ueherden Mehr Weri, 
Vol I, i^n 1, pp 188-89 translated in Mar¬ 
tin Nicolaus Proletariat and Middle Class 
in Marx tn D Mcquaire (ed), Marx. Social 
Change and Capitalism, Operator Books, 
Ijondon, 1978. p 242.) 

Marx wrote elsewhere; ■•A^ large scale 
industry advances, the creation of real 
wealth depends less on the labour-time 
and the quantity of labour expended than 
on the power of the instrumentalities set 
in motion during the labour-time. These 
in.sirumentalities. and their powerful ef- 
feciiveness. are in no proisoriion of the 


immediate labour-time which their pro¬ 
duction requires; their effectiveness rather 
depends on the attained level of science 
and technological progress; in other 
words, on the application of this science 
to production... Human labour then no 
longer appears as enclosed in the process 
of production-man rather relates himself 
to the process of production as supervisor 
and regulator... He stands outside of the 
process of production instead of being the 
principal agent of production. In this 
transformation, the great pillar of produc¬ 
tion and wealth is no longer the imme¬ 
diate labour performed by man himself, 
or his labour-lime, but the appropriation 
of his own universal productivity, i e, his 
knowledge and his ma.stery of nature 
through his societal existence—in one 
word: the development of the societal in¬ 
dividual ... As soon as human labour, in 
its immediate form, has ceased, and must 
of nece.ssity cease to be the measure of 
wealth, and the exchange s^lue must of 
necessity cease to be the measure of use 
value... The model of production which 
rests on the exchange value thus collapses!’ 
(Marx, Grundiese der Krilik der 
Politsehen Oeknamies, translated into 
English in Marcuse, H, 1964, One Dimen¬ 
sional Man. london, Routledge Kegan 
Paul, pp 35-36.) 

Privaiosh Maitra 

University of Otago. 

Dunedin, New Zealand.. 

Fate of Sick Small Units 

THE fate of about two lakh small -scale 
industrial units all over India is still un¬ 
decided despite their closure for over a 


decade. Their exclusion from the provi¬ 
sions of the Sick Industrial Companies 
(Special Provisions) Act of 1985 kept them 
out of BIFR procedure. State governments 
should have set up similar judicial special 
courts to determine various claims in¬ 
cluding auction and sale procedure within 
a time frame. As.sets worth crores of 
rupees all over the country await utilisa¬ 
tion for diversified productive purposes in 
a changed economic scenario. At least 
now the union government should take 
cognisance of this and refer all ca.ses of 
the following type to the independent 
tribunal headed by ex-Supreme Court 
judge. (I) Units taken over by the State 
Financial Corporations: (2) Court cases 
filed by different banks at different civil 
courts for recovery of their dues; (3) Units 
in possession of receivers of courts; (4) 
Units closed for want of various other in 
ternal and external problems but not pro¬ 
ceeded against by banks and financial iii 
.stitutions; (5) Units incurring continuous 
losses for three years and not able to pay 
government dues and creditors; and (6) 
Units closed due to long drawn out labour 
trouble. Original entrepreneurs whose 
claim of accumulated losses arc pending 
should be given opportunity to have their 
say. As a preventive measure, the much 
publicised Limited Partnership Act should 
be passed inimediately so that takeovers 
and amalgamations become possible. Wc 
cannot afford so much time overrun for 
recycling of assets. 

S N Phadnis 

All India Sick Small Industries 
Assuciatinu, 

Bombay. 
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Irrelevant Manoeuvres 


A s far as (he nation is concerned, the reshuffle of 
the cabinet by a beleaguered prime minister, desperately 
anxious to retain his throne, hardly advances matters. The 
revamped council of ministers has the appearance of a 
patchwork quilt; it can however provide little warmth or 
comfort to the nation. P V Narasimha Rao is surviving as 
prime minister because the Congress party is frozen with fear 
at the prospect of a fresh poll and also because there is no 
obvious alternative personality who could command the 
united support of the party MPs. It is not exactly a case of 
a prime minister and his party encountering a little local 
difficulty. It is their capability to govern which is the basic 
issue. The party itself is perhaps not too far from this self- 
reali.sation. In (his hour of strain, every dog in the party is 
having his day. There is representation in the council of 
ministers of even No 10 Janpath. 

Cabinet-making manoeuvres of this genre have however 
a relevance in case New Delhi and its intrigues were the only 
staple of the nation’s existence. The crime of Ayodhya and 
its consequences have put paid to ail such assumptions. The 
prime minister is understandably on a sticky wicket here.His 
predicament is summed up by his dogged refusal to 
acknowledge the causality between December 6 and all that 
has happened in the country since then. He cannot admit 
this causality, because he would then have no justification 
to cling to his position. But the reality will not change its 
texture merely because the prime minister and his party have 
no answers to the country’s problems, problems which they 
base themselves, in large measure, created. Since they 
are determined to carry on, these problems cannot but get 
aggravated. 

Till the second phase of mayhem had not taken place in 
Ciujarat and Maharashtra, Hindu revivalism was assumed 
to be the outstanding issue confronting the nation. The 
trainloads of Ikmils, Bengalis and Gorakhpuris escaping 
from Bombay, and the mass exodus of Oriyas from Surat, 
have added a qualitatively new dimension to the picture The 
challenge is no longer solely one of doing an adhesive job 
of disparate peoples, who, judged by their frames of mind, 
belong to different temporal situations. The Shiv Sena and 
others of its ilk have been markedly successful in throwing 
a formidable additional spanner in the works; it would 
henceforth be a most trying assignment to lump linguistically 
differentiated population groups within the hold all of one 
nationhood with the nomenclature of India. 

Quite evidcnily, the present government at the centre does 
not possess either the ability or the mental fibre to cope with 
the twin developments. Passivity, induced by intra-mural 
bickerings and fear of annihilation at the polls, is hardly (he 
victual from which to draw sustenance when the crucial 
challenge is of keeping the nation together. Those who 


nominally reign over the country can pretend that everything 
is all right in the best of all possible worlds. The diverse facets 
of the crisis will not disappear thereby. The rate of economic 
growth will plummet, inter-communal, inter-caste and 
linguistic riots will recur, and external forces will either avoid 
India like AIDS or weave ambitious dreams of establishing 
their hegemony over this seemingly-bcyond-redemption vast 
no-man’s tract. 

In retrospect, that command performance, way back in 
1949, of grafting whole pieces of the Government of India 
Act, I93S into the country’s Constitution was a major folly: 
India was conceived in the image of an imperial federation 
and its constituent units were supposed to be inert, powerless 
units. The much graver folly was perhaps committ^ earlier, 
in March 1947, when Jawaharlal Nehru made an intemperate 
statement criticising the basics of the Cabinet Mission 
proposal of a confederational'structure comprising three 
groups of states each enjoying the prerogative of residual 
powers. This Nehru did after both his parly, the Indian 
National Congress, and Mohammed Ali Jinnah had accepted 
the proposal in principle Nehru’s indiscretion provided 
Jinnah with the opportunity to go back to all that was 
previously agreed upon. Once l^kistan became a reality, the 
revanchists in left-over India were determined to have their 
strong, unitary Bharat. The outcome is the emergence, on 
the one hand, of an extraordinarily powerful centre which 
has chosen to consistently ignore the grassroots and. on the 
other, of an array of state governments feeble economically 
as well as politically. The weakness of the latter became (heir 
alibi for lapse into inactivity and irresponsibility. All this was 
accompanied by a purposive dissemination of religious 
superstition on behalf of the regime in order to maintain its 
stranglehold on the vote banks. The absurdities have now 
reached their culmination and the country has been served 
notice that, unless there is a reversal of gear, it would be a 
point of no return for all concerned. No illusion ought to 
be nurtured in any quarters on one point; large segments of 
the citizenry of what today constitutes India would refuse 
to retreat into pre-history just because of the diktat oi the 
saffron battalions. Equally sizeable sections would be 
unwilling to countenance a federal system where uuiiages 
of the kind that have taken place in Maharashtra and Gu¬ 
jarat are benignly looked upon by a centiai administration; 
other things remaining the same, such outrages wo.ild .soon 
be responded to by even more devilish une.s in other parts 
of the country. A vacuous reshuffling ot the pa<. 1. of ministers 
in New Delhi, featured by some time-servers going in, some 
Mhers of the ilk coming out, and the rest of the country 
treated as an irrelevance, is itself likely to be proved irrelevant 
in the not too distant future But, then, it might be too 
late for this nation. 
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BOMBAY 

The Communal Agenda 

THE year has da>vned with ominous 
portents. Even as a bewildered Bombay 
tried to grasp the reality of a rending 
social fabric in the aftermath of the 
destruaion of the Babri Masjid in Ayodhya 
in December, the January riots have ex¬ 
posed the nakedness of communalist am¬ 
bitions and uncompromisingly underlined 
the centrality of an understanding of the 
rise of fiindamentalist forces to the for¬ 
mulation of any project for change. 

The gruesome events have brought into 
focus not just the inefficiency of the state 
but the reluctance of the political system 
to come to grips with the eruption of 
urban violence emerging out of a deter¬ 
mined bid to terrorise, alienate, demoralise 
and further marginalise the Muslim com¬ 
munity. The violence was systematically 
planned. Its aim was to destroy lives, 
homes and livelihoods in such a manner 
as to first provoke certain sections and 
then to justify further violence as retalia¬ 
tion. The ferocity of the violence may be 
judged by the fact that, according to 
hospital sources, victims had been stabbed 
and shot. Or shot and physically assaulted 
or stoned and burnt alive: that Muslim 
houses were systematically marked out 
and destroyed and their effects looted; 
that the fire brigade was deliberately 
prevented from doing its work and that 
the victims were prevented from escaping 
or being rescued from residences set on 
fire. Eyewitness accounts have testified to 
police support for and participation in 
such violence. That the police unearthed 
arms in Muslim houses or mosques may 
nut be doubted: for the last couple of 
years the city is known to have become a 
thriving centre of small arms trade and 
transfer. Equally true is it that in many 
cases the police made much of the 
‘discovery’ of small arms which victim 
households had put together to defend 
themselves in the face of police refusal to 
do so. 

The January riots left no area of the 
city or .section of the population untouch¬ 
ed. Hutment colonies, often located in 
small pockets in Hindu dominated areas, 
were attacked and the people driven out 
after which the area was all but razed to 
the ground: actions which may well have 
been in collusion with builders or land¬ 
owners who wanted the slum-dwellers 
evicted. In area.s like Dharavi, which has 
been seeing a lot of building activity, ex¬ 
isting |>olitical and underworld rivalries 
tixik on conitnunul tones, in middle class 
housing colonics, Muslim hou.ses were 
identified in advance and the residents 
attacked or threateneu by outside mobs. 


After the first few days of rioting. Muslim 
workers who reported to work in large in¬ 
dustrial units were asked to go back, and 
not only by Shiv Sena-led union members. 
There has been large-scale destruction of 
Muslim businesses: shoe and leather units, 
furniture shops, timber godowns and 
bakeries have been particular targets. 

There can be no doubt about who 
masterminded and carried out these at¬ 
tacks. Over the decade and especially in 
the last three years the Shiv Sena has 
grown in the form of local-level groups 
dominated by local leaders who may have 
political ambitions themselves or are 
cronies of someone in power. These have 
grown roots, consolidating their control 
through the capture of cultural forums, 
.such as the ganeshotsavs and satyanarayan 
pujas. To what extent they owe allegiance 
to Bal Thackeray is another matter, but 
in these weeks he served as a useful figure 
in command. The conduct of the ‘maha 
aratis' and the following violent incidents 
were simply an extension of this process, 
it is significant that the marauding mobs 
comprised not only the goonda elements, 
but middle class and college-going youth, 
office-goers and workers. 

The state response has been one oi 
paralysis. There was enough reason for the 
police to have taken preventive measures 
after, the December violence, when in 
many places tensions continued to sim¬ 
mer. Even during the riots the police in 
many cases failed to respond to distress 
calls. It was only when the belatedly re¬ 
quested army units arrived that some 
semblance of sanity was restored in many 
areas. The government made no attempt 
to set up distress cells, or later to facilitate 
relief work. Chief minister Sudhakai 
Naik’s procrastinations and Sharad 
Pawar's ’parallel administration’ gave free 
play to communal forces within the 
government. That the sheriff decided to 
meet the Shiv Sena chief and Hqji Mastan 
to appeal for their help in restoring calm 
tells the whole story in short. 

What is important now is to consider 
ways and means of healing the wounds as 
well as undermining the disastrous in- 
Huences which have become so dominant 
in the recent past. Immediately, with over 
60.000 driven out of Bombay and a 
similar number in the numerous camps 
there is an urgent need for material relief. 

The government has announced a 
judicial inquiry headed by a high court 
judge. But that was over a week ago. 
Neither have the terms of reference of the 
committee been formulated as yet, nor has 
the judge been named. If responsibility 
for the brutal violence is to be fi.xed, it is 
imperative that the terms of reference be 
bioad but well-defined. Moreover, given 


the complex forces at play, unless the in¬ 
quiry makes a special attempt to docu¬ 
ment and consider (leople’s experiences, 
it will only get trapped in the coils of 
a bureaucracy which has itself become 
communaliscd. 

FOOD SECURITY 

Victim of Economic 
Reform 

THE serious contradictions that the 
government faces in implementing its 
structural adjustment policies are nowhere 
as sharply reflected as in the price policy 
for agricultural commodities and in the 
management of the public distribution 
system (PDS). At a time when wage goods 
prices are rising rapidly, the government 
has raised the issue prices of rice and 
wheat at a significantly faster rate than 
the rates ol increase in the minimum sup¬ 
port prices or the increase in the wholesale 
price index and the cost of living indices, 
thus contributing to a sharper erosion in 
the purchasing power of the poorer hou.se- 
holds. Despite larger output and the 
higher prices offered, the government has 
been hard put to sustain the public distri¬ 
bution system in the face of speculative 
activities of richer farmers, traders and 
middlemen. All this is happening at a time 
when growth of employment and rise in 
average wage incomes have been meagre. 

The government is caught between 
pressure from two directions. On the ont 
hand, the multilateral financing agencies 
are firm that the government phase out 
all open and latent sub$idic.s. In the pre¬ 
sent ca.se, reduction in fertiliser subsidies, 
better recovery of irrigation and electricity 
charges, increases in diesel and other 
petroleum product prices and simul¬ 
taneous reduction in food subsidies are ail 
involved. There has been a sizeable rise in 
food procureirent and distribution cost 
because of the incrca.scd interest burden 
(at as much as 18 per centi borne by the 
food procurement agencies on their 
borrowings from banks following the 
financial sector/interest rate reforms ef¬ 
fected by the Reserve Bank. On the other 
hand, the government has been forced to 
go beyond the prices recommended by the 
Commission for Agricultural Costs and 
Prices (CACP) in fixing the procurement 
or support prices. 

The minimum support prices for rabi 
foodgrains just announced, ranging from 
20 to 24 per cent, arc higher than those 
recommended by the CACP. These have 
come on top ot the similar increases ef¬ 
fected la.st year. Earlier the government 
had announced a 17 per cent increase in 
the minimum support price of kharif 
cereals like paddy, jowar, bajra, rabi and 
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ana puiws nM iwXtfrtiar), inbc^ 
and utad; these incrwes weie aim higher 
than those recommended by the CACP, 
though the difference was not as high as 
in the case of wheat, reflecting the clout 
of the rich wheat-growing farmers as also 
the wheat traders and financiers. For the 
1991-92 wheat crop, the CACP had 
recommended a minimum support price 
of Rs 225 per quinui, but the government 
had raised it to Rs 275 per quintal in¬ 
cluding a bonus of Rs 25 for wheat 
delivered up to May 1992. Subsequently, 
the npert committee report on tlw 
methodology for the estimation of cost of 
production of crops was taken into ac¬ 
count, whereby the imputed valuation of 
family labour, the inclusion of manage¬ 
ment as an item cost, and the need to 
adjust support prices to account for 
increases in input cost subsequent to 
the CACP report became additional con¬ 
siderations. Apparently taking into ac¬ 
count the first two aspects, the CACP 
recommended a price of Rs 305 per quintal 
for the 1992-93 wheat crop, an increase 
of 35.5 per cent over what it had recom¬ 
mended for the 1991-92 crop. However, on 
the plea that diesel prices had been raised 
subsequently, the government has lixed 
the wheat price at Rs 330 per quintal, 
inclusive of a bonus of Rs 25 for wheat 
(telivered up to June 1993. In addition, the 
Punjab government has been paying an 
additional bonus of Rs 5 per quintal for 
grain procured in the state. 

However, despite a large wheat crop and 
these sharp increases in support prices, the 
target for wheat procurement has not been 
met, essentially due to the speculative ac¬ 
tivities of the rich farmers and traders 
which pushed up the open market prices 
significantly above the minimum support 
prices. The restrictions on inter-state 
movemeni have been so minimal that they 
have hardly hindered the traders'.acti¬ 
vities. Though the Essential Commodities 
(Special Provisions) Act, 1981 has been ex¬ 
tended, a number of important provisions 
such as for summary trials, mandatory 
imprisonment and non-bailability of of¬ 
fences have been dispensed with, as 
demanded by the traders. Though the 
target was 10 million tonnes, wheat pro¬ 
curement from the 1991-92 crop at.6.38 
million tonnes was 18 per cent lower than 
even that -procured in the previous year 
(7.76 million tonnes). As a result, the 
stock of foodgrains with the public distri¬ 
bution system has been sharply eroded. 
As against the prescribed minimum of 7.7 
million tonnes each of rice and wheat or 
a total ol 15.4 million tonnes for the 
January period, the actual stocks as at the 
end of November 1992 were 7.8 million 
tonnes of rice and 3.95 million tonnes of 
wheat, making a total of 11.75 million ton¬ 
nes. It is only imported wheat which will 


the syMeni tbroiii^'until the airrh^ ^ 
the new crop in April. AnMher saving 
grace is that the output of coarse cereals 
has been somewhat higher this year and 
hence, unlike last year, the pressure on the 
demand for wheat should be less. The 
government has been releasing less food- 
grains through the PDS—5.29 million 
tonnes during April-November 1992 com¬ 
pared to 5.74 million tonnes last year— 
despite the much-talked-of revamping of 
the public distribution system in some 
1,700 underdeveloped blocks. 

The large increase in support prices and 
the rise in other operational costs have 
been reflected in the size of the food sub¬ 
sidy. The budget for 1992-93 had made a 
provision of Rs 2,500 crore which is now 
expected to climb to Rs 4,000 crore. The 
government has, therefore, again raised 
the issue price of wheat and rice by Rs 50 
per quintal (or 17.9 per cent) and Rs 60 
per quinul (or 15.9 per cent), respectively. 
The revisions in issue prices in the last two 
years have resulted in a total increase of 
41 per cent from Rs 234 per quintal to 
Rs 330 per quintal in respect of wheat and 
51.2 per cent from Rs 289 tot Rs 437 per 
quinul in respect of rice. These increases 
have outpaced even the rise in the whole¬ 
sale price index and the consumer price 
index for industrial workers (about 24 per 
cent each). The government also claims 
that despite these increases there remains 
a balance of some Rs 135 crore on wheat 
and Rs 200 crore on rice as additional 
subsidies arising out of the differential 
between the minimum support and issue 
prices. These are likely to tre recouped by 
either lower releases through the PDS or 
a further hike in issue prices or both. 

POLITICS 

Ideological Collapse 

A correspondent writes: 

THE retreat of the working class move¬ 
ment in India has never been so manifestly 
clear as now when communalism is tear¬ 
ing apart the country, the riots in the 
working class areas of Calcutta—the bas¬ 
tion of the Left—followed by the night¬ 


marish events in Bombay, the base of 
India's industrial proletariat, pathetically 
demonstrate the failure of working class 
leaders to rally their followers against the 
rushing tide of Hindu fascism. 

The CPI(M). which heads the only Left 
government in the country, has to share 
a large part of the blame for the Calcutta 
riots. Years of indifference to ideological 
training of its ranks, recruitment of anti¬ 
social lumpens to the party fold, and a 
certain amount of bumptiousness in the 
thinking and behaviour of its leaders— 
all these are now taking their toll. The 
sense of urgency in fighting communalism 
that used to be the cornerstone of com¬ 
munist ethics in the 1940-50 period has 
eroded over the years. It is not surprising 
therefore to come across young Bengali 
CPi(M) cadres and followers letting fall 
remarks like 'Muslims are infiltrating 
from Bangladesh to outnumber the Hin¬ 
dus' or similar utterances that have an 
ominous BJP ring. The CPI(M) leaders, 
have done little to teach their young cadres 
to resist the temptation of swallowing such 
simplistic, but communally inflammable 
propaganda. At another lerel, the gangsters 
of the Calcutu underworld have emerged 
as a powerful class, thanks to the patro¬ 
nage granted to them by all the political 
parties in y/est Bengal. Most of these 
gang.sters have gravitated towards the 
CPI(M), which apart from attracting such 
gravitation by virtue of its being the main 
ruling party in the state has also deli¬ 
berately used these gangsters to terrorise 
its political opponents and rig elections. 
Today these war-lords dominating dif¬ 
ferent localities of the city are determin¬ 
ed to have their pound of flesh in any riot- 
situation which provides them with an op¬ 
portunity to loot or settle old scores. The 
impunity with which they went on a 
looting and killing spree during the recxnt 
Calcutta riots indicates that they were ful¬ 
ly confident of the proleclion that would. 
^ available to them. It is no wonder, 
therefore, that among the accused there 
are a number of known CPI(M) 'activists' 
(including a member of the Calcutta Cor¬ 
poration) who arc still at large. Inciden¬ 
tally, they come from both the tnajority 


EPW Research Foundation 

The Sameeksha lYust has set up a Research Foundation in 
furtherance of its objective of promoting research in economics and 
the other social sciences. S L Shetty, till recently head of the 
economics research department of the Reserve Bank of India, is the 
Director of the Foundation which will have a small core staff of pro¬ 
fessionals in the grades of university lecturers/readers. Those with 
post-graduate/research qualifications and interested in a research 
career with the Foundation are requested to get in touch with the 
Director. 
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and minoriiy communitteN, which sug¬ 
gests the basis predatory instincts shared 
by the ruacrs cutting across religious dif¬ 
ferences. In the Muslim-dominated loca¬ 
lities, like Ciardeii Reach, the Muslim 
gangsters fell upon the Hindus, while in 
Minilii-Uoiiiinaicd Fangra, Hindu goondas 
attacked Muslim residents. Incidentally 
again, both these worsi afTecicd localities 
HI CafLiitta aie primarily working class 
areas. The (.'PI(M) leaders—as well as 
other U-ftist trade unionists in West 
Bengal—should have the honesty to ask 
themselves why and how gangsters could 
take over m atcas where the larft claims 
to have a base among the working class. 

As for the CPKM) ministers in West 
Bengal, both before and during the riots 
they betrayed a curious lack of alertness. 
Complacent in the belief that no com¬ 
munal riots could lake place under a Lef¬ 
tist regime, they agreed to lift the curfew 
(imposed after the initial outbreak of 
violence) even before the tensions died 
down. One wonders how the left Front 
gosernment's police intelligence apparatus 
operates Did it fail to apprehend the 
situation? Is it also afflicted with the same 
disease of ineptitude and lethargy fiom 
which the other departments of the ad- 
iniiiistiatioii suffer? 

In Bombay, the communists had long 
ago retreated from the working class 
movement. The site of the earliest com¬ 
munist-led working class strikes, the bir¬ 
thplace of the Girni Kamgar Union, the 
battle-scarred city of Bombay has been 
gradually taken ovci by the chauvinistic 
Shiv Sainiks and their brethren in the 
VHP and RSS. But with the retreat of the 
communists in the l%()s. the vacuum in 
the trade union movement was filled to 
a certain extent by the socialists led by 
George Fernandes, and later in the 1970- 
80 period by the maverick trade unionist 
Dana Samant. Ibday, in riot-torn Bombay, 
neither the socialists nor the followers of 
Samant have been able to mobilise their 
rcspt'ciive working class bases to resisi the 
communal freu/s. It has been left to a 
handful of dissident middle-class people- 
film and theatre (lersonalitics. academics, 
activists oi voluntary organisations—to 
take on the responsibility of organising 
ficace marches aiiJ come out in the streets 
to assert coiiiniunal haimony, while the 
Hade union leadership of the workers re¬ 
mains men 

I he soH.ips*- 111 (he I i-fi III lilt lacc ol 
the Hiiulii . oiniiumuiisi otlensive is 
perhaps in-si s-.mholiscd in its extreme 
loiiii hv ill’.- n’liimcn's ol an inieliectual 
who Mill chums iu I't a coinmiiiiisi ami 
who I'tisiilvini- the li ii'Jinj'. of the temple 
i)ii she Site I't ’he M. 'i' .ti''^.|Me. asseiN 


. .we support reconstruction of the tem¬ 
ple because it is a matter of faith with the 
vast majority of our countrymen". The 
author of the commentary, which ap¬ 
peared in the BJP journal Organiser in its 
Deepavati special issue of 1992, happens 
to be Bani Deshpande, whose father-in- 
law was S A Dangc who was one of the 
founders of the communist trade union 
movement in India. 

RECESSION 

Treating the Symptoms 

THE Reserve Bank has announced some 
measures to effect a selective injection of 
additional institutional credit into the 
recession-hit industrial sector and also for 
supporting increased agricultural output 
following good rainfall. First, to provide 
larger credit to finance short-term agricul¬ 
tural operations for the rabi season, the 
Reserve Bank's general line of credit to 
NABARD will be enhanced by Rs 400 
crore from Rs 2,700 crorc to Rs 3.UK) 
crore. Second, to stimulate output of 
capital and intermediate goods, the IDBI 
will gel an accommodation of Rs 400 
crore by way of refinance limits which, 
combined with an additional Rs 200 crore 
from the IDBi's own resources, would be 
made available, through bill discounting 
and other schemes, to manufacturers of 
commercial vehicles, road transport 
operators, machinery manufacturers and 
hire-purchase and leasing companies. 
Third, the limits for commercial banks’ 
involvement in term loans for individual 
projects has been enhanced from Rs 3 
crore to Rs 10 crore. Fourth, the norms 
for calculating maximum permissible 
hank finance for inventories and receiva¬ 
bles have been relaxed. Finally, the 
minimum margins on bank advances 
under selective credit controls against 
oilseeds and edible oils and also against 
cotton and kapas have been reduced 
across-the-board by 15 per cent. 

On the face of it, the measures may 
seem appropriate considering, for in¬ 
stance. the severe recessionary conditions 
that have hit the transport equipment and 
other capital goods industries. But they 
only touch the symptoms of the malady 
and n< : its roots. In that sense, these steps 
arc rather a belated, meagre and even 
evasive recognition of the harm that the 
stabilisation policies have inflicted on the 
giovvth process. The demand compression 
thiough sharp reductions in public expen¬ 
diture in real terms and through a sledge¬ 
hammer type of contraction in Reserve 
Bunk assistance to financial institutions 
like IDHI .ind NABARD during the past 
ivvo seals >•( so have contributed to a total 


disruption of primary demand for and in¬ 
vestment and production programmes of 
many basic, capital and intermediate 
goods industries. It is only to the extent 
this primary demand is augmented, as in 
the case of road transport corporations 
for commercial vehicles, that the measures 
would have some relevance. For the rest 
of the system, shortage of institutional 
finance has not been the cause of the 
recessionary conditions, but the insuffi¬ 
ciency of effective demand which can 
hardly be resuscitated by the injection of 
additional bank finance. These measures 
will send expansionary signals to entre¬ 
preneurs and induce them to augment in¬ 
vestment and production activity only if 
they see signs of recovery in effective de¬ 
mand. If public expenditures, which have 
been a prime mover of industrial demand, 
are likely to be further compressed and if 
monetary policy also continues to be 
geared to support such general demand 
comprcs.sion, selective injection ot credit 
will hardly go to mitigate the widespread 
depression of economic activity. A more 
enduring solution lies in improving the 
final demand through mea.sured increases 
in public expenditure, particularly capital 
expenditure. This can be done only if the 
government is prepared to go slow on 
reduction of the gross fiscal dclicit. 

<\mong the measures, the relaxation ef¬ 
fected by the Reserve Bank in the norms 
for calculating maximum permissible 
bank finance is more than a little risky. 
By and large, medium and large units have 
been enjoying many sources of fundv in 
the capital market, such as equities, 
debentures and public dc(>osits irrespec¬ 
tive of whether the additional fu.ids are 
used for working capital or for project 
finance —apart from liberal bank finance 
The bulk of industrial units have unusual¬ 
ly low current asset ratios of close to 1:1. 
In such a situation, it is risky to tempt 
manufacturing firiiis to lei their asset 
ratios slide further through relaxation Oi 
lending norms. This might only add to the 
potential fqr sickness in industry and to 
the volume of sticky bank accounts. If 
some additional bank credit is to be pro¬ 
vided selectively, it should in fact be for 
small-scale industries and other small 
enterprises which have been severely hit 
by the stabilisatioa policies of the past two 
years. As the latest data suggest, during 
July 1991 to May 1992, incremental ciedil 
for small-scale industries was only 
Rs 1,144 croic (or S.6 per ceni of loia! lu- 
ciemental gross bank credit) as against 
Rs 1,813 crore (or I2.A per cent) during the 
corresponding previous period. The policy 
rclaxaiioiiv eitecied d<> iKW show any 
awaicnessc-l'ihcpiohleniv laced hv small- 
vcale units. 
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IN THE CAPITAL MARKET 


Oswai Fats and Oils 

Osival Fats and Oils is a proni-earning 
and dividend-paying company engaged in 
the manufacture of fatty acids, stearic 
acid, industrial oil, de-oiied cake, edible 
oil, toilet soap and distilled glycerines. The 
company’s Rs 10 paid-up equity share had 
a book value of Rs 83.51 as on March 31, 
1992 and an earnings per share of 
Rs 37.28. Profit after tax was Rs 14.90 
crore against a turnover of Rs 71 crore. 
Oswai Fats is diversifying in the field of 
paper and vanaspati ghee. It is setting up 
a 33,000 tonne writing and printing paper 
mill and a vanaspati unit of the same 
capacity at Shahi in Pilibhit, UP. The pro¬ 
ject will be implemented in two phases at 
a cost of Rs 162,54 crore. The first phase, 
to cost Rs 121.41 crore, is to be financed 
with a rights-cum-public issue of equity 
shares at a premium aggregating Rs 97 
crore, issue of non-convertible debentures 
with detachable warrants aggregating 
R-. 7.50 crorc and internal accruals 
amounting to Rs 16.90 crore. The second 
phase is to cost Rs 41.13 crore and is to 
be financed through issue of equity shares 
on exerci.sc of option by warrant holders 
amounting to Rs IS crore and through in¬ 
ternal accruals amounting to Rs 26.13 
crore. The paper project will be purely an 
agio-based project and envisages use of 
agro-based raw materials like bagasse and 
lice.'wheat straw, etc, instead of wood- 
based raw materials which arc difficult to 
piocure and entail high cost. UP is the 
country's large.st nee producing state and 
rice.'whcat straw is available in plenty. 
Hagasse is also available from sugar mills 
situated within a radius of 30 km from the 
plant. The technology to manufacture 
writing and printing paper using bagasse 
straw as primary raw material is well 
established in the country. The main raw 
material for production of vana.spati ghee, 
vi/, cotton seed oil, rice bran oil, til oil, 
rapeseed and mustard oil, etc, are all 
available indigenously. The company is 
entitled to exemption of sales tax liability 
up to Rs 18,169.46 lakh for a period of 
nine >'cars on implemen'.ation of the above 
projects which are expected to result in a 
quantum jump in turnovei and profita¬ 
bility. In the year 1994-95, the first year 
of full production of the proposed pro¬ 
jects, the F.PS is expected at Rs 23.94. In 
order to part finance the diversification, 
the company is entering the capital market 
with a public issue of c'quity .shares. While 
the premium for the rights offer has been 
tlxecl for Rs 90 per share, the same for the 


public offer has been fixed at Rs 110 per 
share. The rights issue will aggregate 
Rs 40 crore. The public issue will total 
Rs 57 crore, including reservation for 
NRls aggregating Rs 951 lakh. The public 
issue will open for subscription on 
February 9. 

Lie Mutual Fund 

Lie Mutual Fund, having collected 
nearly Rs 1,400 crore from more than 8.5 
lakh investors within a short period of 
three years, is a fast growing mutual fund 
in India. It has offered investors increased 
returns over the years. With 16 schemes 
of varied nature, such as income, income 
plus growth, tax savings, children’s educa¬ 
tion, insurance-linked investment and Rexi- 
ble dividend scheme exclusively for ladies, 
it is catering to the needs of a cross-section 
of the investing public. After the success 
of these schemes, the LIC Mutual Fund 
has now come out with Dhanvikas(l). a 
close-ended pure growth scheme primarily 
for investors who are basically interested 
in long-term capital gains and willing to 
take calculated risks while ensuring 
growth of their investment by investing 
funds in the stock market. To take advan¬ 
tage of the growing equity fund, the LIC 
Mutual Fund has planned to invest 60 to 
80 per cent of Dhanvikasd) collections in 
equity shares and the balance in deben 
tures/'bonds and money market instru¬ 
ments. Dhanvikasd) is also the first 
scheme of the LIC Mutual Fund to be 
listed in the stock exchanges for easy 
liquidity. There is also a provision for 
premature encashment after three years 
and easy transfer facility. Premature en¬ 
cashment is possible from April 16,19%, 
at the repurchase price to be declared by 
the LIC Mutual Fund on the basis of nei 
asset valuf (NAV) from time to time. 
Another attractive feature of the scheme 
is its short-term five-year duration. Invert ■ 
ment will not fall under assets defined for 
purpose of wealth tax. Investors can also 
avail themselves of long-term capital gains 
under sections 48 and 112 of the Income 
Tax Act, l%l, as per which, if the units 
are held for a continuous period for more 
than three years, the difference between 
the sale/redempiion/repurchase price and 
the indexed cost of acquisition will be sub¬ 
ject to income tax at a flat rate. Moreover, 
the LIC Mutual Fund will not deduct any 
tax at source. To facilitate participation by 
the small investors, minimum amount of 
investment has been kept at Rs 2,000 (200 
units), while ilicic i.s no upper limit. The 


scheme opened for subscription on 
January 11 and for investors subscribing 
up to February 9 carries ‘early bird’ 
incentives. 

Vijayshree Chemicals 
llndial 

Vijayshree Chemicals (India) is enter¬ 
ing the market with a public i.ssue of 
60,00,000 equity shares of Rs 10 each at 
par aggregating Rs 6 crorc. Out of the 
issue, 60,000 shares are reserved for 
preferential allotment to the company's 
employees and 20,00,000 shares to NRls/ 
persons of Indian origin residing abroad 
on repatriation basis. The issue will part 
finance the company's project at Kosika- 
lan in Mathura district of UP for manu¬ 
facture of ethyl alcohol, acetaldehyde, 
acetic acid and ethyl acetate The total cost 
of the project is estimated at Rs 30.58 
crore which will be financed through equi¬ 
ty of Rs 14 crore (promoters Rs 8 crore 
and public Rs 6 crore) and term loans 
from IDBl, ICICI, IRBl and banks of 
Rs 16.58 crore Trial production is ex¬ 
pected to start at the beginning of 
Septembet this year and commercial pro¬ 
duction a month thereafter. The company 
has been promoted by Ramji S Chatur- 
vedi, a Chartered Accountant, and his 
associates and its board of directors is 
headed by S V Pillai, chairman of Pfizer. 
The issue which is lead managed by PNB 
Capital Services and India Securities, will 
open on February 2 and will close on 
F^ruary 12 or earlier, but not earlier than 
February 5. 

Consortium Finance and 
Leasing 

Consortium Finance and leasing is 
entering the capital market with an issue 
of 27 lakh equity shares of Rs 10 each for 
cash at a premium of Rs 10 per sahre ag¬ 
gregating Rs 540 lakh, of which Rs 380 
lakh it is offering to the public, the 
balance of Rs 160 lakh being subscribed 
to by the promoters. The public issue is 
opening on January 28 and will increase 
the share capital from Rs 155 lakh to 
Rs 425 lakh. Established in 1986 by a 
group of chartered accountant.s. the com¬ 
pany is engaged in the area of hire pur¬ 
chase and leasing of commercial vehicles, 
cars and plant and machinery. I'he com¬ 
pany has a diversified portfolio of assets 
and has strategically positioned itself in 
the commercial vehicle market and is one 
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of the largest financers of LCVs manufac' 
tured with Japanese collaboration which 
during 1991-92 accounted for over 4 per 
cent of the market. In a short span of six 
years the company has disbursed os-er 
Rs 100 crore inclusive of its agency 
business in hire purchase and leasing, en¬ 
joying a growth rate of 142 per cent per 
annum (compounded) since 1987-88. 
Total income during 1991-92 increased 
fi^m Rs 118.79 lakh to Rs I90.S2 lakh. 
Iijcome for the current year is projected 
at Rs 3.15 lakh. The company's opera¬ 
tions. so fat confined to northern India, 
arc to cover now the other parts of the 
count!y. It is embarking upon a massive 
expansion programme for its finance and 


teasing activities targeting a disbursal of 
over Rs SOO crore in the next five years 
and to that end has already establish^ an 
infrastructure adequate for sustained 
growth. The company plans to diversify 
in a phased manner into key financial 
areas such as portfolio management, mer¬ 
chant banking, bill discounting, factoring 
and other money market operations which 
will bring about considerable synergy in 
its operations. The company’s board com¬ 
prises eminent personage^ from the fields 
of finance, banking, industry and taxa¬ 
tion. It is headed by central board of 
direct taxes’ retired member. Avtar Singh. 

-JK 


COMPANIES 

Prospect of Multi-Sided Growth 


Jairaj Kapadia 

THE results of Dunlop India cover a 
period of 15 months to June 30,1992. But 
in terms of financial ratios on annualis¬ 
ed basis, as they are presented in the ac¬ 
companying table, the results show a set¬ 
back as compared with the previous year. 
According to the management of the com¬ 
pany, the adverse results were due to a 
combination of unfavourable factors 
which since have ceased. Chairman. M R 
Chhabria, says that the fortunes of the 
company during the period under review 
were adversely affected by government 
policies restricting imports and instituting 
credit squeeze which remained operative 
for a good part of the period. "The policy 
of credit squeeze was particularly harsh 
on the company as even otherwise it suf¬ 
fers from lack of adequate finance for 
working capital” he observes and adds, 
’’the con.sequent shortening of credit 
terms b> creditors, coupled with inade¬ 
quate funds for working capital, virtually 
pul the corporate operations in a slrail- 
jacket”. Additionally, there was disruption 
of productior at the Ambattur factory 
pending finalisation of the charter of 
demands from the workers. But all’ that 
is now over. Impoits have been rela.xed, 
credit limiis for additional working cap- 
pital base been revised with the banks and 
the company has atigiiicnied resources 
with private placement of debentures with 
the '.'iiriiieial institulioiis. (7,00,000 
senes II 14 |ier cent Nt’Ds of Rs l(K)each 
allotted during the penod under review 
bring the total lo Ui,(K),(X)() out of 
30,00.(KK) such ilcbentiiies earmarked for 
issuing to the I-Is and-oi bank.s.) Redemp¬ 


tion of 8,11,824 out of 10,00,000 deben¬ 
tures falling due for redemption has been 
renegotiated with the FIs and production 
at the Ambattur factory is now at peak 
level. At the Sahagunj unit, negotiations 
were in progress with the labour union for 
a long-term agreement. Thus, Dunlop 
India’s current results could expectedly be 
better, particularly since the financial year 
has been revised to close in June. Accor¬ 
ding to the chairman, “from a competitive 
point of view... the operations of tyre in¬ 
dustry are best reflected during July-Junc 
period,” 

Indeed, Chhabria claims the company 
is committed to “surge exponentially in 
coming years” through multisidcd busi - 
ness growth, pursuit of productivity and 
by achieving cost efficiency. Despite over¬ 
capacity, the tyre industry has bwn show¬ 
ing a 20 per cent annual sales growth 
dominated by truck tyres. Dunlop is the 
only manufacturer of aircraft tyres in the 
country and a major .supplier to the 
defence sector. It has successfully in¬ 
troduced high performance X KX) truck 
tyres, developed in collaboration with 
Sumitomo Rubber Industries, Japan. It 
has embarked on a cautious launch of its 
sport, goods venture and is planning for 
expansion of product range and greater 
market penetration in the near future. As 
pan of backward integration it is imple¬ 
menting a carbon black project at Haldia 
in join: sector with West Bengal Industrial 
Development Corporation. 

One observes from the auditors’ report 
for the period under review' that (i) no pro- 
vision has been made against doubtful 


loans and advances aggr^iing to 
Rs II.IS note with consequential effect on 
the profit for the period (the management 
has explained that prospects, of recovery 
in future and intrinsic net wonh arc being 
ascertained pending which no provision 
has been made); (ii) loans and advances 
aggregating to Rs 2.% crore outstanding 
from certain companies where amounts 
due have not been received and confirma¬ 
tion of balances and other necessary 
details are not available (the management 
considers prospects of recovery to be good 
and no provision is made): and (iii) loans 
and advances aggregating to Rs 15.90 
crore advanced to the company’s sub¬ 
sidiaries include Rs 1.34 croie which in 
turn have been advanced for intended pur¬ 
chase of property, for which unen¬ 
cumbered ownership rights is still to be 
obtained (the management explains legal 
steps have been initiated to obtain unen¬ 
cumbered ownership rights; adding no 
material loss is finally expected to accrue 
on global basis). 

The company made exports worth 
Rs 49.39 crore (against which the foreign 
exchange outgo amounted to Rs 39.55 
crore) which accounted for 7 per cent of 
the total turnover. It is exporting tyres 
to competitive and difficult markets 
like the US and the UK and Bangladesh, 
Afghanistan and the far eastern countries. 
It expects significant growth in export 
trading activity with expansion into some 
new markel.s, such as Vietnam and Egypt. 

GNFC 

Record Production and 
Sales 

With record production and .sales, the 
Gujgiat Narmada Valley Fertilisers Com¬ 
pany (GNFC) has had what its directors 
call an “outstanding year” as at the clo.se 
of March 1992. Gross block also crossed 
the Rs l,(XX)-crore mark and gross profit 
increased 67 per cent. And although 
Rs 11.93 crore of depreciation in arrear 
was provided from out of profits available 
for distribution, arrears of Rs 20.93 crore 
still remained to be covered, but the com¬ 
pany obtained permi.ssion under section 
205(1) (c) of the Companies Act to declare 
a dividend of Rs 1.50 per share as against 
Re I for the previous year. 

GNFC achieved records to production 
on many fronts. Production of ammonia, 
fur instance, was a world record for plants 
of the company’s type at 5,10,007 tonnes 
with 114 per cent capacity utilisation and 
of urea amounted to 7.17,454 tonnes with 
121 per ceni capacity utilisation. Methanol 
II plant yielded in the first year after it 
commenced commercial production on 
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' March £1, I9yi, i,ua^/y tonnes w 
methanol at 107 per cent capacity utilisa¬ 
tion. The group of nitrophosphate plants, 
comprising ammonium nitrophosphate, 
calcium ammonium nitratei weak nitric 
acid and concentrated nitric 4cid, also per¬ 
formed well, although following the deci¬ 
sion of government to keep calcium am¬ 
monium nitrate out of the retention price 
scheme with cfrcci from July 25,1991, the 
production of this item was restricted to 
62,526 tonnes. In formic acid, the results 
were spectacular, the plant yielding at 136 
per cent capacity utilisation and 6,803 ton¬ 
nes of formic acid. The electronics divi¬ 
sion covering printed circuit boards 
(.PCBs), electronic private automatic 
branch exchange (EPABX) and rural 
automatic exchange (KAX) fared well and 
sales increased 317 per cent from Rs 3.67 

Th« Week's Companies 


“crercrimne pievTOo* ye«i- w «»■»»>»•»■- 
crore. Pioduaion of Narmadachlor at 487 
tonnes was lower due to trial runs taken 
of isorotron. However, Gujarat Auto Nar¬ 
mada, the subsidiary for manufacture of 
scooters, has turned sick and a relief 
package for its revival is under considera¬ 
tion by the Board for Industrial and 
Financial Reconstruction. 

Meanwhile, Gujarat Narmada Electro¬ 
nics, incorporated for implementing the 
TV glass shell project, has been renamed 
as Videocon Narmada Electronics from 
June 30,1992, following association of the 
Videocon group with the project. The pro¬ 
ject is going ahead full swing with the 
company having entered the capital 
market with fully convertible debentures 
tor an aggregate amount of Rs 240 crore. 
Further to the issue of licences, CNFC is 


(Ks lalcht 


TDA and 20,000 tonnes per annum aniline 
projects and has secured collaboration ul 
Chematur AB of Sweden for providing 
the Du Pont technology lot the same. 
Narmada Chematur Pctiochemicals has 
been promoted together with C hematur 
AB and IBI Chematur as equity partners 
for implementing the project. The com¬ 
pany .ha.s on hand an acetic acid project 
and has finalised revised contracts with 
BP Chemicals, UK, for know-how and 
process package and with Mitsui Engi¬ 
neering and Ship Building Company, 
Japan for engineering and supply of im¬ 
ported equipment and bulk materials. 

A rights issue of 15.5 per cent 
3,11,49,%7 non-convertible debentures 
made since the close of the financial year 
from July 16 to August 14, 1992 was over¬ 
subscribed and the NCDs allotment fina¬ 
lised in consultation with the Vadodara 
stock e.xchange. 

NIRLON 

Hopeful Signs? 

The point to drive home about Nirlon 
is not that the company continues to be 
in the red bin that as a 'relief undertak¬ 
ing’, as declared by the government of 
Maharashtra, it is before the Board for In¬ 
dustrial and Financial Reconstruction for 
revival, in this connection, and despite in¬ 
curring further losses for the year ended 
March 31, 1992, the company is being 
sought by some outside parties for a take¬ 
over, while its ex-managing directors, 
Manhar Bhagat and Virenchee V Sagar. 
have come together and proposed a 
scheme for revival of the company to the 
BIFR. in the event of the suitors suc¬ 
ceeding and the BIFR consenting, the 
company could be reverting to private 
management lor possible revival. This 
keeps the Nirlon equity ticking above face 
value at Rs 20 on the market even as divi¬ 
dend to shareholders remained waived for 
the year 1991-92. For a take-over, the ac¬ 
cumulated loss amounting to Rs 7,881.12 
lakh as at the close of 1991-92 against 
Rs 6,341.63 lakh in 1990-91, and which is 
carried over, assumes importance for 
write-off. Meanwhile, the financial results 
for 1991-92 have been a shatte less adverse 
compared with the previous year, while it 
is believed that following the fiscal relief 
in the last union budget of a reduction in 
excise duty on nylon yarn and in the 
customs duty on caprolactum, the com¬ 
pany's sales turnover this year could be 
better with other divisions (conveyor 
belt and tyrecord) showing signs of 
improvement. 


^unli^ 2ndia^ Gujarat Narmada Nirlon 

Valle y ten ilBcrs 


Kinancial Indicators 

June 

March 

March 

March 

March 

Mareh 


1992/ 

1991 

1992 

1991 

1992 

1991 

Income/expensts/profiii 

Net sales 

56431 

47419 

52075 

37935 

16500 

16688. 

txcisr duly 

14466 

13000 

1904 

485 

6401 

5915 

Other income 

Increase (decrease) in yearrnd 

464 

476 

663 

598 

2% 

228 

finished stocks 

(503) 

271 

2483 

(2053) 

10 

(376) 

Raw materials consumed 

34307 

30310 

13752 

8541 

7985 

8029 

Power and fuel 

2K27 

2097 

7676 

6055 

1975 

1807 

Other manuracluring expenses 

1245 

17.53 

2084 

1985 

15% 

1603 

labour cost 

6802 

4898 

24.33 

2015 

1543 

1345 

Other expenses 

7224 

5472 

8880 

2918 

1420 

1938 

Operating profits 

3987 

4136 

20397 

I4%7 

2277 

1653 

Interest charges 

2038 

1523 

9272 

8317 

2571 

2101 

tiross profits 

1949 

2613 

III25 

6650 

-294 

- 448 

DcprccialKin 

1438 

1184 

5929 

4084 

1178 

1211 

Profits before las 

511 

1429 

51% 

2566 

-1472 

-1659 

fax prnsi.sion 

268 

895 

-■ 

— 

— 

— 

Profits after lax 

243 

5.34 

51% 

2566 

-1472 

165.9 

Dividends 

l.iaMiiief-u.\.wi\ 

195* 

575* 

1335 

890 

— 

— 

Paid up capital 

I969** 

t969»* 

8900 

8899 

1576 

1576 

Reserves and surplus 

22668 

2.3570 

14355 

11662 

2261 

2261 

long term loans 

2250 

2086 

49046 

45984 

6691 

6699 

Short term loans 

8095 

6847 

17.367 

15934 

11228 

9205 

Other liabilities 

14719 

14.308 

12478 

11504 

4095 

4332 

Ciross fixed assets 

37321 

36817 

101585 

95607 

21700 

21055 

Accumulated deprcciaiistn 

16002 

1370.3 

44488 

.37532 

132.30 

I2(KI6 

Inventories 

8292 

8927 

15152 

11658 

3311 

.3773 

Of which finished gmsds 

4293 

4796 

5470 

2987 

1949 

19.59 

Receivables 

8853 

6724 

17187 

11674 

2.5% 

1858 

Utans and advances 

7858 

817 7 

10380 

10107 

2077 

1198 

(.'ash and bank balances 

3332 

1785 

1471 

1658 

1351 

1684 

Investments 

47 

35 

626 

579 

155 

155 

Other assets 



231 

2.31 

7881 

6342 

Ibial liabiliiics/assets 

49701 

48780 

102145 

93982 

25841 

24073 

Key /inanaat nilioi 

Turnover ratio 

0.91// 

0.97 ■ 

0.51 

0.40 

064 

069 

Return on sales 

2.76// 

5.51 

21.36 

17.53 

-I.78- 

• 2.68 

Return on investments 

3.14// 

5.36 

10.89 

7.08 

-1.14 

1.86 

Return on equity (•'k) 

0.79// 

2.09 

22..34 

12.48 

- 38. 36 

43.23 

Earning per share 

1.02// 

2.81 

5.84 

2.88 

- .3.77 

4.25 

Dividend (*t>) 

10 

.30 

15 

10 

— 

- 

Book value per share (Rs) 

45.39 

45.64 

26.1.3 

2.3 10 

$.78 

5.63 

(.'urrent market price 

60 

— 

71.25 

— 

20 


P/F ratio 

58.82 


12.20 

— 

16.2.3 

— 


/ Rcsulo cover a period of IS months. // Ratios annualised. 

* Rs .S lakh piefcrence dividend ** Rs 70 lakh prclcrcncc share capital 
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STATISTICS 


— 





Variation (per cent) 




Latest 

Over 

Over 

Over 



. 


(1981-82 - 100) 

Wbighi 

WMk 

Last 

Last 

March 







26-12-92 

Month 

War 

1992 

1991 92 

1990-91 

1989 90 

1988-89 

All Commodities 

100.0 

231.0 

— 

7.8 

6.1 

13.6 

10.3 

75 

7.5 

Primary Articles 

32.3 

233.8 

0.5 

2.4 

3.7 

18.2 

13.0 

2.2 

4.9 

l-ood Articles 

17.4 

272.4 

0.4 

8.7 

69 

20.2 

11.8 

1.2 

9.9 

Non-food Anicles 

10.1 

223.4 

0.8 

■ 8.7 

1.8 

18.2 

17.0 

3.6 

-1.7 

Fuel, Power, LigKi and Lubricants 

10.7 

234 9 

— 

13.1 

10.0 

13.2 

12.3 

3.6 

5.6 

Manufacture Products 

57.0 

228.6 

0.1 

10.2 

6.7 

11.2 

8.4 

11.3 

9.4 






Variation (per cent) 



CoHl of Lising indictm 


Latest 

Over 

Over 

Over 






Base 

Month 

last 

Last 

March 







1992 

Month 

Year 

1991 

1991-92 

990-91 

1989 90 

1988-89 

Industrial Workers 1982 - 100 

244" 

— 

84 

6.6 

13 5 

II 2 

6.5 

9.1 

Urban Non-Manual Employees I984-8S - 100 

203* 

0.5 

10.9 

5.7 

13 5 

11.0 

6.9 

8.2 

Agricultural Labourers July 60 to 

1,099"’ 

1.2 

II.O 

5.0 

19.3 

7.5 

1.2 

II.4 

June 61 « 100 













Variation (per cent in brackets) 



Mon<*y ami Banking 


Latest 

Over 

Over 

Over 






Unit 

Fortnight 

Last 

Last March 31. 







(23-12-92) 

Month 

Year 

1992 

1991-92 

990-91 

1989 90 

1988-89 

Money Supply (Mj> 

Rs crore 

3.50.224 

- 784 

46.666 

35.140 

49,560 

34.486 

37.457 

28.959 




(-0.2) 

(15.4) 

(11.2) 

(18.5) 

(14.9) 

<19.4) 

(17.0) 

Net Bank Credit to Government Scctoi 

Rs r-rore 

1,70,454 

-3.448 

11,445 

12.160 

24,589 

23.048 

20,676 

12,105 

Bank Credit to Commercial Sector 

Rs crore 

2.08.914 

2.670 

31,952 

17,849 

24.173 

21.443 

23.822 

20.395 

1 Net Foreign Buck Assets of Banking Sector Rs crore 

16,750 

-362 

1,708 

- 2.777 

10.098 

1.915 

149 

1,128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,61.665 

2,334 

40,898 

30.907 

38.217 

25.583 

26.809 

21.897. 




(0.9) 

(18.5) 

(13.4) 

(19.8) 

(15.3) 

(19.1) 

(18.5) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,42,480 

1.569 

22.676 

16,888 

9,291 

14,848 

16.7t4 

12.470 



Latest 

(LI) 

(18.9) 

(13.4) 

(8.0) 

(146) 

(198) 

(17.3) 



Week 










8-1-1993 








Foreign Exchange Assets (excluding gold) 

Rs crore 

14.087 

845 

3.866 

-724 

10.223 

1.383 

795 

646 


USSmn 

5.363 

224 

1,469 

-358 

3.383 

1.137 

).354 

- 886 

Index Numbera of Indualrial 


Latest 








I’roduetion 

Wright 

Month 

Averages for 


Variation (per cent) 


(1980-81 100) 


(Aug 92) 1992-93 1991-92 1991-92 1990 91 1989 90 1988 K9 

1987-88 

General Index 

100.0 

201.5 

202.3 (2.2) 197.9 (1.8) 

0.1 8.5 

8.6 

8.7 

7.3 

Mining and Carrying 

11.5 

198.0 

208.6 (4.0) 200.5 (- 3.1) 

0.8 4.9 

6.3 

7.9 

3 8 

Manufacturing 

77.1 

187.3 

191.9(0.8) 190.4 (-2.8) 

1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

258.0 

257.2 (4.5) 246.2 

(7.0) 

8.3 8 7 

108 

9.5 

7.7 

Basic Industries 

39.4 





. . 3.8 

5.4 

99 

5.6 

Capital floods Industries 

16.4 

. 




. . 17.4 

22.4 

7.0 

15.9 

Intermediate Gr>ods Industries 

20.5 





. . 6.1 

4.3 

II.S 

4.8 

Consumer Goods Industries 

23.6 





. . 10.4 

6.3 

4.2 

6.5 

Durable Goods 

2.6 





. . 14.8 

1.7 

12.0 

7.8 

Non-Dumble Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign TVnde 

Unit 

Latest 

Cumulative for* 








Mmiih 










(Oct 92) 

1992-93 

1991-92 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Export 

Rs crore 

4,385 

28.789 

23,024 

43.978 

32,553 

27.681 

20.232 

15.674 






(35.1) 

(17.6) 

(36 8) 

(29.1) 

25.9) 

import 

Rs crore 

4,665 

36,556 

25.611 

47,813 

43,193 

35.416 

28.235 

22.244 






(10.7) 

(22.0) 

(25.4) 

(26 9) 

ilO.7) 

Balance of Thule 

Rs crore 

-280 

-7,767 

-2,587 

3,835 

-10,640 

-7.735 

8,003 

6.,570 

Employment Exchange Slalialica 


Latest 

Cumulative for* 







Unit 

Month 










(July 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 

Number of Applicants on Live Register 

Thousand 

36,M3 

36,983 

35,580 

36..300 

34,632 

32,776 

30.050 


Number of R^strations 

Thousand 

626 

3.200 

3,543 

6.238 

6.541 

6,576 

5.963 

5.465 

Number of Vamneies Noiiried 

Thousand 

37 

255 

296 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

22 

145 

155 

254 

266 

289 

330 

360 

National Income 

Unit 

1990-91 

1989-90 

1988 89 

1987-88 

1986-8? 

1985-86 

1984-85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4.72.599 

4,01,569 

3.50.899 

2.94.765 

2.60.03 2.33.799 

2.08,533 

1,86.723 

Cross Domestic Product (1980-81 prices) 

Rs crore 

2.10.477 

1,99.329 

1.88.009 

1.70.205 

1,63,271 

1.56.566 

1.50,433 

44,865 

Per Capiu Income (1980-81 prices) 

Rupees 

2.227 

2,148 

2.069 

1,902 

1.871 

i.844 

1.813 

1,790 

* Up to the latest month for the current year and for corresponding period last year. 



. Not available. 

Notex (1) Supcricnpi numerml denotes month to whkh neure relates 

• e a, saperscrtpi* indicaies that the figure is for January and 

SO on. 

(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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Calcutta Diary 

AM 

The barbarians of Ayodhya would have one unintended success: if 
things proceed in the manner they have in recent weeks, India 
would certainly be globalised, even if not acactly in the sense the 
World Bank and the IMF had wanted her to be. She would be the 
cockpit of international intrigues. 


THE nodal point where possibility shades 
into probability seems to be crossed, and 
a categorical statement would not be 
unreasonable: this country is to break up. 
Fasten your seat-belt for iursh words; this 
country is to break up because that 
remarkable congregation of fools, 
cowards and opportunists, the Congress 
party, has strange priorities. Irrespective 
of what happens to the country, its im¬ 
mediate concern is to avoid a bust-up of 
the party. Should the country cease to be; 
whether the party remains together or 
disintegrates becomes an academic issue 
But when small minds take charge of 
either a country or the party shepherding 
it, trivialities rule the roast, and portoi- 
tous issues recede into the background. 

The resolve to reconstruct the mosque 
was evidently on-the-spur-of-the-moment, 
shock-induced bravado. The mosque in 
fact has disappeared from the agenda; so 
too the prattle over forming a secular 
front. The demand of the savages to have 
the ‘Ramlala* idols opened for darshan 
has hogged all the attention. The tem¬ 
porary structure put up by the wild ones 
during their rampaging thirty-six hours 
could have/been easily demolished by the 
security forces once they moved in, and 
the Ram idols sequestered. Nothing of the 
sort was on the government's mind. In¬ 
stead. the structure was allowed to remain 
and to be widely photographed; pictures 
of the pink shamiana fluttering over it, 
and the makeshift stairs leading to it, were 
circulated all over the country. The Con¬ 
gress party meanwhile went into a hud¬ 
dle. Its formal leader, the prime minister, 
had a reputation to protect; none must be 
allowed to get away by making an ir¬ 
responsible allegation that this prime 
minister means business. The party was 
in a shambles, fhe promise to re-build the 
mosque; second thoughts suggested, was 
a futile gesture; the Muslim community 
has already deserted the party, en masse 
and perhaps irretrievably. The Supreme 
Court verdict on the Mandal CdinmiS'. 
sion’s recommendation has proved a 
bonana to the Janau Dal and the 
Mulayam Singh Yhdavs; the latter could 
now confidently look forward to having 
a granite-solid vote bank among the 
backward classes. Upper caste Hindus are 


now beyond dispute the BJP's ptKkct- 
borough; the residual doubts they might 
have had in their mind were removed on 
December 6, which date saw the true com¬ 
ing of Brahmanic civilisation. Members 
of the scheduled castes and tribes are. on 
the other hand, still in a psychological no- 
man’s-land. They are the victims of the 
unceasing social and economic tyranny 
launched by superior castes and classes; 
they are at the same time buried under 
layers and layers of superstition and 
totemic faith: who knows, Lx>rd Rama 
would conceivably liberate them, and, life 
and living always being full of contradic¬ 
tions, it is not such a bad idea to follow 
their tormentors on the illusion-strewn 
road to Ayodhya. The Janata Dal chief 
minister of Bihar too is making a'*, extra 
pitch for their allegiance; he has ap¬ 
propriated all the right slogans, he has 
also the reputation of being a doer. For 
the lower castes and tribals, it is therefore 
a toss-up between the EIP and the Janata 
Dal, with the Leftists coming tangentially 
into focus. And the latter are going to 
benefit immensely from the switchover of 
allegiance on the part of the major 
minority community. 

Where does all this leave the Congress 
of the Nebru-Gandhis? Out on a miser¬ 
able limb. R>r the First time since in¬ 
dependence; the party is in danger of total 
liquidation. Such a thing could not be per¬ 
mitted to happen. The party's interests 
must take precedence over the country's. 
The soundings were duly taken. Early 
ideas were revised. According to the new 
consensus, it would be fatal for the party 
to implement the promise to re-build the 
mosque. Even were the mosque to be re¬ 
constructed, the truant Muslim vote is 
unlikely to return to the party's fold in the 
foreseeable future. But the last toeholds 
of the party in the country's heartland, 
Aryavarta, would be lost should there be 
any reiteration of the pledge to re-eieci the 
mosque at its old site. The party, in that 
event, would be witness at its own 
beheading. 

It was necessary to take a pragmatic 
view of the develo|Hnents. fbr all practical 
purposes, December 6 has established the 
datum that India,- that is Bharat, is 
basically a Hindu state; as an editor. 


himself a Muslim, has put it so felicitous¬ 
ly: the minority communities must realise 
that they could not live in a pcrtnancni 
‘confrontationisi' situation; they have to 
reconcile themselves with certain aspects 
of the Hindu ethos. Reports are galore in 
regard to the joyous heights the frenry of 
the Hindu middle cla.ss has soared because 
of the great occurrence on December 6. 
The government must bow to the reality 
that has emerged, and bow gracefully. 
Everyone should henceforth desist from 
silly talk about reconstructing the mosque. 
Use must invariably be made of the con- 
jugative foiin, the commitment should be 
•o build both the mosque and the temple. 
At a convenient moment, the reference to 
the mo.squc could he dropped. As realists, 
it is important for all of us to take into 
account the grim fact that the RSS storm- 
troopers are back on the offensive. They 
have some strong logic to supi>ort their 
latest demand. The devotees could not be 
denied the right to go for darshan of the. 
idols that were, under instructions from 
government, already worshipped by the 
ordained priests. If the priests were 
there, should the devotees be far^~or at 
all—behind? 

The Congress party cannot find any 
loophole in this logic. It has tlicrefore 
decided to backtrack. It is of course slight¬ 
ly worried over international, mainly 
American, reaction if the savage crowds 
are conceded unilateral sii/.erainty over the 
area of their conquest. The second act of 
this sordid drama of the domestic Munich 
is hence proposed to'bc unveiled bit by bit 
The mosque is no longer on the agenda, 
the Ramlala is. One day, a number of of¬ 
ficial spokesmen in New Delhi, including 
the home minister, no less, primly suggest 
that it is for the state government to take 
a decision whether the Ramlala shrine is 
to be thrown open for viewing by the 
devotees. This is not much of an escape 
hatch, since, with the piomulgation of 
president's rule, the union government 
itself is the de facto .state administration. 
Next day, ihcofFicial spokesmen therefore 
try another tack: the decision whether to 
allow darshan hinged on the judgment ol 
the Allahabad high court which was seiz¬ 
ed of the matter. If. Insha Allah and Lord 
Rama, the high court would order the em¬ 
bargo on the public viewing of the shrine 
to be lifted, the prime mini.ster and the 
pathetic lot of his henchmen would heave 
an immense sigh of relief; they could then 
claim credit for upholding both the ver¬ 
dict of the judiciary and-the diktat ol 
Hindutva. But, obviously, this was too 
clever by half; more pressure was mounted 
on the administration, and there weic 
threats galore The government panicked. 
The very next day, the prime minister, 
from the safest possible distance of Kanya 
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Kumarika. pomiricated lo the press: he. 
as the head of government, could not 
bother to concern himself with such a 
piffling issue as to whether the Ramlala 
shrine was to be thrown open for public 
view; it was for the Faizabad district ad¬ 
ministration to take a decision in the mat¬ 
ter. The district administration promptly 
took the cue; the shrine was thrown open 
to the devotees at large Hindutva won all 
the way. 

It would be pretty futile to point out 
that this decision on the part of the 
district administration is violative of the 
law as well as the Constitution, and cuts 
athwart the instructions of the Supreme 
Court. According to the interim order of 
the highest judiciary of the land, till as 
long as it did not decide otherwise, any 
construction activity at the disputed site 
would be against the law. The Ramlala 
structure is therefore an illegal, un¬ 
authorised construction. Till as long as 
the Supreme Court did not indicate other¬ 
wise, it would remain an illegal construc¬ 
tion. By according permis.sion for public 
viewing of the makeshift structure with 
the idols inside, the authorities have both 
perpetrated and abetted an illegal—and 
unconstitutional—act. The offtcial sanc¬ 
tion for public viewing of the Ramlala 
structure has only further confirmed the 
fact that the rule of law is over in India. 
The prime minister’s extraordinary state¬ 
ment that his government did not allow 
the Ramlala darshan, the decision was of 
the Faizabad district administration’s, is 
amenable to two separate interpretations: 
either he is a prevaricator of the garden 
variety or, despite president’s rule, the 
union government'.s wishes can be flouted 
at will by a district magistrate. The prime 
minister should inform his countrymen 
which alternative formulation they are to 
accept. 

Whatever the interpretation, it would 
be, from now on, a free-for-all. Some 
groups would feel justified to declare their 
determination to sever all links with the 
union of India because, thanks to 
Ayodhya, the union has ceased to be a 
legal entity; they have, they would as.sert, 
as much right to flout the constitutional 
injunctions as the barbarians have been 
granted at Ayodhya '\ei other groups 
would rationalise then walk out from the 
union of India in terms of both morality 
and aesthetics: they would not like to be 
any part of a nuiion of which the rabble 
who spout Hinduivii (.-oiistitute an 
integral—actually, ihc piitiopal -element. 

We no longer an i.ilking of a distant 
hypothesis. The siiii.uii.m being described 
is the reality that, mie i<. afraid, has 
already assumed a ne.ii ..nneicio form. It 
would be a great pus ■ ami 'vorse - - il the 


last-ditch optimists in the Congress fail to 
comprehend the nitty-gritty of the simple, 
straightforward analysis; once they have 
chosen to compete with the BIP for the 
Aryavarta constituency, their party is 
bound to be, sooner or later, sooner rather 
than later, rent apart. At a certain junc¬ 
ture; a coalition of sections of the Con¬ 
gress and representatives of the BJP-RSS 
combine would jointly take charge of the 
central administration. It would however 
be impossible for tlwm to hold the coun¬ 
try together in case they continued to 
adhere lo the Hindutva plank. The option 
would of course be op«i to them to force 
a civil war on the country. In that even¬ 
tuality, the consequences are likely to be 
Yugoslavia in a magnified form. The 
relative distribution of armed might 
among the various combatants would 
hardly be much relevant for the finale of 
the civil turmoil. For external forces and 
factors would then intrude. While the suf¬ 
ferings of the people on account of the 
resulting chaos would be indescribable, 
the odds are nonetheless heavy that the 
barbarians fighting for their medieval em¬ 
pire would, in the uhtmate round, have the 
worst of the bargain, for there would be 
no Bharat left for their Lord Rama to rule 
over. 

At this moment, the drawing boards 
must be overly crowded in the Pentagon. 
Scholarly papers are being commissioned 
at a furious pace by the decision-makers 
at Foggy Bottom. Programmers must also 
be having a very busy time, setting up 
alternative games, and feedbacks from the 
computers being continuously checked 
and re-checked. All kinds of hypotheses 
would be flying about. Surely this would 
be Kashmir’s opportunity to break away 


and the prospects of a makeshift 
Khalistan. much like the makeshift 
Ramlala, would burgeon; how would 
however the various fragments of 
Rajasthan scatter themselves? Gujarat 
might perhaps be inclined to join up with 
the m^ievals, but would the smugglers 
and gun-runners, who dominate the Bay 
of Cambay and the Rann of Kutch, exer¬ 
cise a veto in the matter? In Mahan^tra, 
the strong RSS presence notwithstanding, 
the Shiv Sena could have its own ambi¬ 
tions stoked; with Bombay tucked within 
its geographical contours, might it not opt 
for an autonomous republic—or, making 
allowance for Bai Thacteray’s gumption, 
for even an independent monarchy? The 
seven sisters in the north-cast would be a 
lost cause, what about West Bengal and 
Bihar though? Would this twosome form 
a confederation, or would the Bengali¬ 
speaking peoples of the (wo states try to 
reach an understanding with Bangladesh? 
And down south, how strong would be the 
forces plotting for a Ihmil Eelam in the 
Indian Qeccan itself, and who wduld 
vouchsafe that it would be either Shrimati 
Jayalalitha or Shri M Karunanidhi. and 
not Velupillai Pirbhakaran, to be acclaim¬ 
ed as the first head of state of the Eelam? 
Besides, what would happen to Kerala, 
perched on the lovely tip of Kovalam? 

Evil thoughts, sacrilegious thoughts, 
but no longer idle thoughts. The bar¬ 
barians would have one unintended suc¬ 
cess; if things proceed in the manner they 
have in recent weeks, India would certain¬ 
ly be globalised, even if not exactly in the 
sense the World Bank and the Inter¬ 
national Monetary Fund had wanted her 
to be. She would be the cockpit of 
international intrigues. 


The country is at the crossroads. Forces of right reaction have 
become aggressive in their attempt to sell their extreme right, 
communal fascist solutions to the nation. Can't the Indian Left 
come up toith a forceful, united answer? 

To know the revolutionary communist response to this 
challenging situation, read: 

DOCUBftENTS OF THE CPI(ML) 

adopted at the party's 

Fifth All-India Congress 

(Calcutta, 20-26 I^cember, 1992) 

* Politkal-Organisational Report (10/~) 

* Basic Documents of CPI(ML) (5/-> 

Rush your orders for copies in Hindi and English*to: 

Liberation Publication, 30 Meena Bagh, Maulana Azad Road, 
New Delhi 110 011 

(For delivery by registered post, please add 6/- per order. 

__30 % concession on orders for 10 copies or more.) 
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COMMENTARY 


Bombay Shames India 

Aaghar Ali Enginner 


Bombay was just limping back to normalcy after the widespread 
violence in the wake of the destruction of the Babri Masjid when 
fresh communal rioting erupted in the first week of this Month. 
There were some significant differences between the two phases of 
violence. This report deals with the first phase. 


BOMBAY has achieved the dubious distinc¬ 
tion of setting an all-india record of com¬ 
munal madness under the chief ministership 
of Sudhakarrao Naik who has evidently lost 
the wilt to govern and is yet determined to 
cling to ofncc. The whole city is burning as 
these lines ate being written. Bombay had 
begun to limp back to normalcy after the 
riots of December 6 to 12 after the demoli¬ 
tion of the Babri Masjid, but before com¬ 
plete normalcy could be restored the city 
ernpied again on January 6. We will deal 
with the second phase of riots separately. 
This report deals with the first phase. 

It was to be expected that Muslims would 
express their anger at the demolition of 
Babri Masjid, but evidently the authorities 
in Bombay did not have the political im¬ 
agination to anticipate this. No proper in¬ 
structions had been issued to the police, 
which was left to its own devices in dealing 
with the situation. The police has iu own 
stereotypes about Muslims as aggnnsive, 
violent and fanatical, who must dealt 
with severely. These stereotypes were con¬ 
firmed in the eyes of the police when some 
Muslims in certain parts of Bombay, such 
as Bhendi Bazar, indulged in petty violence, 
attacking buses and looting some shops, on 
getting the news of the destruction of Babri 
Masjid. The police drew its own conclusions 
and sought to put down the Muslim protest 
as harshly as it could. 

Bombay has grown into a megalopolis 
with the constant influx of people from 
various parts of the country. More than half 
its population lives in slums in the most 
miserable conditions. These slums have 
mixed populations of various religions, 
regions and castes. The slums are generally 
a maze of narrow lane, and by-lanes, at 
times so narrow that hardly one person can 
walk through them at a time The slums are 
controlled by slum-lords and, more often 
than not, governmental authorities, in¬ 
cluding the police have little presence. The 
police is either in league with the slum-lords 
or just looks the other way when the latter 
enforce their authority. Much of the trou¬ 
ble in areas such as Dha'^i and other slums 
can be ascribed to the slu lords. Also, there 
is the ever-rising curve of unemployment 
which boosts crime. Bombay’s underworld 


is ever-expanding and there are gang 
rivalries, with the gangs often divided along 
communal lines. The gangsters have their 
own political connections, including with 
different factions of the ruling party. It has 
been alleged that some notorious gangsters 
have links with the Sharad Rawar group 
which is at daggers drawn with chief minister 
Naik’s group. This group rivalry has been 
allegedly one of the factors contributing to 
the communal violence, specially in the se¬ 
cond phase It has also bera alleged that the 
chief minister was reluctant to call in the 
army as then the credit for stopping the riots 
would have gone to his rival, the union 
defence minister. This may or may not be 
true but certainly it is the perception of 
many political analysts. 

The Shiv Sena has also played a very ac¬ 
tive role in the conflagration. The Sena has 
lost much of its regional appeal and has been 
systematically exploiting the Hindutva plat¬ 
form since the 1984 Bombay-Bhiwandi riots. 
To prove its worth vis-a-vis the BJP, the Shiv 
Sena must outdo it in promoting com- 
munalism. It cannot otherwise compete with 
the BJP which now has a considerable 
presence in Maharashtra. Sudhakar Naik 
first tried to weaken the Shiv &na and 
weaned away former city mayor Bhujbal 
along with a few Shiv Sena MLAs. But pit¬ 
ted against the pro-Pawar dissidents in the 
Congress, Naik had to make his peace with 
Bal Thackeray. The chief minister's position 
became so vveak that, when communal trou¬ 
ble broke out on December 6 and the Shiv 
Sena paper !>amna began writing highly 
provocative ediioi iais and articles, instead 
of taking action against it, he appealed to 
Bal Thackeray to desist from publishing such 
articles in the interest of peace. Such abject 
behaviour sends wrong signals to the police 
force, a section of which in any case has 
scarcely concealed sympathies for the Sena. 

As soon as the news of the demolition of 
Babri Masjid spread, Muslims in many areas 
of Bombay came out on the streets and 
expressed their anger by attacking buses and 
other public property. Even some temples 
were attacked and partially damaged. Anti¬ 
social eiemenls among Muslims lootM some 
Hindu shops. However, if the police had 
acted with tact and imagination, this 


violence could have been contained and the 
miscreants arrested, minimising the loss of 
life and property. Instead in many cases the 
police opened fire indiscriminately and 
many innocent people were killed. 

Btlt-NOt Ba/ak Nut I Ba/.ak 

It started on December 7 morning, when 
a section of Muslims came out on the streets 
in the Bhendi Bazar area and began ston¬ 
ing and looting shops. Near the J J Hospital 
they damaged traffic signals, bus stops 
and also some buses. They looted six 
shops belonging to Hindus on Ibrahim 
Rehmatullah Road. They also extensively 
damaged the Suleman police chowkie. The 
police opened fire after 12 noon. The way 
people were killed sherwed that the firing was 
less for dispersing the mob and more with 
the intention of killing people One woman, 
Nasim Bano, aged 22, was hit and killed on 
the second Boor of a building. A young boy, 
Mukhtar Ahmad, aged 17, was shot and 
killed when he came out of his house in 
search of his father in Teii Mohallah. A 
number of other Muslims, not engaged in 
violence of any kind, were shot and killed. 
Even in situations where Hindus and 
Muslims were throwing stones and bottles 
at each other, eyewitnesses told us that the 
police was firing only at the Muslims. This 
was a common complaint. In this area we 
were told in all seven persons were killed in 
police firing. 

A Muslim mob attacked temples near 
Kalbadevi at 11 a m on Decembei 7. Near 
Pydhonie a Jain temple was slightly damag¬ 
ed. Here the police fired in the air and 
dispersed the crowd. In Nagdevi Street two 
temples were attacked and one person was 
shot by the police. I he Lakshmi Narayan 
temple near Dongri was partially burnt and 
another temple in Ihe area was also attack¬ 
ed. One police constable was assaulted in 
Dongri and his rifle snatched. An assistant 
inspector of police was shot and sustained 
three bullet injuries, but survived. 

Near Char Null on S V P Road, seven cars 
were burnt and 38 shops looted by Muslim 
mobs on December 7. Hindus also looted 
10 Muslim shops in this area. Seven Muslims 
and one Hindu were killed in police firing 
on that day. A police constable was fired 
upon in Ghoghari Mohallah and according 
to assistant commissioner of police, Zendc, 
his body was found riddled with 17 bullets. 
Some Maslims from Dongri area told us that 
Zende had been an impartial officer who 
had helped restore control over the situation 
in that area with minimum use (>i loi.e. 
According to Zendc, the police had siopix'd 
tiring at about 4..30 p m on Dcccinl'ct 7 and 
no disturbances had taken place sini.c men 

The Null Bazar market near (.joI IX-val (an 
old Hindu temple) is a very busy market wiili 
matton, vegetable sod other shop-, hclong- 
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New NCAER Publications 

1. Consumer Market Demographics in India 

The study gives valuable data on the purchase and consumption of selected con¬ 
sumer goods. It is based on four country-wide surveys conducted by NCAER bet¬ 
ween 1985-86 and 1989-90 on a sample size of 500,000 households (for consumer 
durables) and 18,000 (for consumables). It gives the details of changes in the market 
composition and brand consciousntis in the rural as well as urban areas. The 
publication is very useful for economists, marketeers, manufacturers, investors Rs. 1500.00 
and administrators for formulating market strategies and taxation policies. (In Press) f 120.00 



2. Socio-Economic Effects of Advertising in India 

The study examines the effects of advertising from the socieal point of view. It 
studies the opinions of economists, consumers, traders, manufacturers and opi¬ 
nion leaders on the subject and also advertisements, influence on consumers and Rs. 160.00 
society. * 12.00 


3. Household Survey of Medical Care 

The study provides valuable dau on the household expenditure on medical care 

on the basis of a survey of 18,102 households spread over various sutes and union Rs. 60.00 

territories of India. S 5.00 


4. Economic Status of Handicraft Artisans 

The report analyses the present wagc/income levels of artisans engaged in export- 
oriented handicrafts. Despite the manifold increase in export earnings of handicrafts Rs. 225.00 
items, the artisan continues to live in penury. I 25-00 

5. Indian Shipping Industry-—Retrospect and Prospect 

The study covers the problems of Indian fleet, the role and contribution of ship¬ 
ping industry in the national economy, the industry's balance of payments on cur¬ 
rent account, share of Indian shipping in the carriage of national trade, the cargo 
support currently available, the incentive and support provided and financial Rs. 200.00 
viability of the shipping companies. (In Press) I 15.00 

(Tentative Price) 

6. Child Labour In Caupet Industry—A Status Report 

The study examines the various facets of the child labour problem in the hand- Rs. 120.00 
knotted carpet industry, now concentrated in Uttar Pradesh. (In Press) S 10.00 

(Ibnutive Price) 


Publication Division 

National Council of Applied Economic Research 

Parisila Bhawan, 

11-lndraprastha Esute 
New Delhi 110 002 
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iwliorlty to the former. Of the SI2shopc,90 
hdeng to Hindus. This market was set 
ablaze on December 7 aher the shops had 
been looted. The shopkeepers had to run 
away for their lives. The entire market was 
reduced to ashes. It is a complete mystery 
who set Are to the Null Bazar market. Why 
Muslims should have set Are to the market 
where the majority of the shops vi«re 
Muslim-owned is difAcult to see. Behind Gol 
Deval there were a few Muslim shops and 
all ^f them were looted and gutted. The 
police Aicd on the miscreants in which, ac¬ 
cording to the police 10 persons were killed, 
including some Hindus. A board put up by 
the local Shiv Sena displayed the names of 
four Hindus killed. Acrording to the police 
four policemen, including one PSI. Sheikh, 
were injured in this area on December 7. 

Govandi 

Govandi, near Chembur in the eastern 
suburbs, is one of the largest slum areas 
of Bombay with a considerable Muslim 
population, mostly very poor. Interviews 
with a large number of the affected people 
clearly show that the police went on a ram¬ 
page here and made the Muslims their 
special target. The evidence is overwhelm¬ 
ing. In the early morning on December 8 the 
Muslims of Govandi reacted to the demoli¬ 
tion of Babri Masjid by indulging in petty 
violence and damaged some Hindu temples. 
The Hanuman temple at Kamlabai Jhopad- 
patii in Shivaji Nagar came under attack at 
6.30 a m. The Hanuman idol of marble was 
removed. Other parts of the temple were also 
damaged. We interviewed a number of 
Hindus in the area, but ail of them denied 
any knowledge as to who had done it. 
Muslims in the area also denied any 
knowledge. Circumstantial evidence, 
however, suggests that some Muslim youth 
aided by anti-social elements might have 
damaged the temple. 

This was the beginning of the trouble in 
Govandi which next erupted near Masjid 
Nur-c-llahi in Bainganwadi. The Imam of 
the masjid, Maulana Hannan AshraA, told 
us that Muslims were guarding the mosque 
when some Shiv Sainiks, came along with 
the polkx: When ttey came face to face with 
the Muslims, the police opened Are. Here the 
police shot dead a number of Muslims and 
injured many others. Then, according to the 
Imam of Masjid Nur-e-llahi. six policemen 
entered the mosque and set fire to it. There 
were four persons inside the masjid in¬ 
cluding the Imam. The policemen beat them 
with riArbutts and asked them to line up. 
When they tried to pul out the Are instead, 
the police shot dead Abdul Ghaffar, a 
trustee Another person, Mohammad \laqub, 
was shot in the leg. A third person, HaAz 
KaA, was taken away by the police who beat 
him on the way. He is reported to be dead. 
The Imam of the mosque was also beaten 
. up with rifle butts. The mosque was damag¬ 
ed in the Are and three shops around it were 


in the area at about 10 a m. After the im¬ 
position of ciirfew, a timber shop belong¬ 
ing to one Haii Baitullah was set to Are; ac¬ 
cording to the owner by the SRP itself. 
When the owner and tome others tried to 
put out the Are; the police opened Are: Syed 
Kazim Husain, aged 28. standing near his 
house in a nearby lane beside the limber 
mart, vras hit by a bullet and died in the 
hospital three days later. 

At Shivajinagar. where there had been no 
trouble; the police came around 4.30 pm and 
opened Are killing oik Muslim who was 
crossing the road. TWo others were in the 
toilets The police broke open the doors and 
allegedly shot both dead. Oik woman told 
us that the police had pulled out her son. 
Sheikh Islam, from thdr house; shot him 
and taken him away. He has not been trac¬ 
ed since then. Another person, a Hindu, who 
was looking on from the chawls, was also 
shot dead. 

In Subhash Chandra Bose Nagar in 
Bainganwadi, a woman told us that her son. 
Aftab Alam, aged 30. had been pulled out 
of their house and shot by the police who 
had also Ared at the house The bullets had 
entered the house but fortunately no one was 
hit. The police allegedly set Are fo a taxi 
parked outside the house. We saw the burnt 
remains of the taxi. In the same locality the 
police shot dead Nawab All, aged 30, after 
pulling him out of his house. We spoke to 
the widow. The police also pulled out 
another man, Jalil, aged around 25 years, 
and shot him, but fortunately he survived. 
The police set Are to a house belonging to 
Mansur Khan and the nearby house of 
Bhika Raoji Bhalerao was also burnt. Mohd 
Saghir, 18, too was pulled out of his house, 
taken some distance and shot dead. Akbar 
Ali and Hamid were made to run and then 
shot, though both survived. In the case of 
Farouque Sheikh, he was pulled out from 
his house; taken some distance and then shot 
dead. The police, according an eyewitness 
account, shouted ’Jay Shri Ram’ while 
shooting him. Mohd Mehboob Sheikh was 
also shot and wounded, but he is alive. 

In the Chikkalwadi area of Bainganwadi. 
disturbances started at about 12 noon on 
December 7. Some miscreants who could 
not be identiAed came from outside and 
burnt a temple in the vicinity. The police 
arrived on the spot soon after, broke open 
the doors of many houses, pulled out peo¬ 
ple and beat them up. Mohd Umar was 
beaten up and his nephew, aged 27, was shot 
dead. Mohd Anwar was severely Imien up. 
A small garment factory was looted. Afs.'ri 
Begum told us that her house was complete¬ 
ly destroyed. We saw the remains of the hut 
ourselves. On December 8 the police open¬ 
ed Are at 10 a m as a result of which Ave 
persons died—Yiinus Mulla, Israr Ahmad, 
Salim Ahmad, Rais Ahmad and Sham- 
suddin. Six persons were injured. The tem¬ 
ple in the area was damaged, presumably by 
Muslims, after the Aring had begun. Aslam 


Alwn «iB - 7 CTS 8f r B« m T air g ^ 
houses had been burnt by the police at II 
a m after imposing curfew. Police also 
opened Are from Madrasa Jamia Qadariya 
on nearby houses. We saw the bullet marks 
on the walls. In Bandra Plot, Bainganwadi, 
Salim Usman, Salim and Mohd Yunus were 
killed on December 7 in separate incidents 
of irolice firing while engaged in normal day- 
to-day activities. 

In Kamla Raihan Nagar, Govandi, there 
were 46 huts qf which 44 belonged to 
Muslims and two to Hindus. On December 8. 
according to a resident there; ;he police came 
around 1.30 p m and Arst opened Are and 
then set Are to the huts without any provoca¬ 
tion. When we visited the site not a sin^e 
hut existed. According to Mohd Hanif 
Ramzan Sheikh, a taxi driver whose hut was 
also burnt, Ave persons were injured in the 
police Aring of whom two were still miss¬ 
ing at the time of our visit. 

In Shivaji Nagar, Amir Bano, aged 33, 
told us that at about 2.30 p m some people 
came and broke down the door of her Aai. 
They were carrying swords, guptis and iron 
rods and were accompanied by two police¬ 
men. She was pulled out of Iict house and 
attacked in the presence of the policemen. 
She had deep wounds on her back which 
needed 43 stitches. She showed her vrautuis 
to us. One Mohd Arif, 20 years, was shot 
by the police in LotusColon!; and then taken 
away. There has been no trace of him since 
then. 

According to the police, in all 38 persons 
died in the Govandi area, mainly in police 
Aring 10 in Lotus Colony and 48 in 
Chikalwadi, Indira Nagar, Umarkhadi and 
Bandra Plot, etc. However, according to the 
Govandi Relief Committee, 92 persons had 
died in police firing and 210 injured. Also, 
450 others, including women and children, 
were injured in lathi charge and 21 persons 
were missing. Hsrty-Ave vehicles were burnt 
or damaged and a large number of pan- 
beedi shops were looted or destroyed and 
one masjid was burnt. Thus the Govandi 
area was very badly affected. Almost all the 
killed were Muslims. 

JOOtSHWAKI AND MALAD 

Jogeshwari west ana east are compuinally 
highly sensitive Hindus and Muslims live 
cheek-by-jowl in this vast slum in the western 
suburbs of Bombay. Behraum Baug in 
Jogeshwari we.M has a mixed population, 
with Muslims being about 35 per cent. 
Muslim^ indulged in brickbatting on 
December 8 to express their anger over the 
demolition of Babri Masjid. Three or four 
vehicles parked along the Link Road nearby 
were damaged in the stone-throwing. A tem¬ 
ple nearby was also hit but not damaged. 
When the police came after about two hours 
the mob dispersed and people went into their 
houses. The police entered one of these 
houses, a house-cum-carpentry-shop. There 
were six carpenters there. The police fired 
at the.Ti killing four and injuring the other 
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twa Those killed were Maksud (26), Adam 
(25), Anecs (21) and Nafees (19). The two 
injured were Kamil (24) and Ishrat Ali (20), 
Mohammad Ashfaq Khan of Lorik Vhdav 
chawl'told us that on the same day the polkx 
had also burnt some vehicles at about II.4S 
a m and afler that they had taken photo¬ 
graphs of these vehicles. Curfew was impos¬ 
ed in this area on December 9 at 2 a m. in 
all 21 persons were ariested of whom 19 were 
Muslims and two Hindus. 

Trouble started on December 7 near 
Pascal Colony and Shankarwadi in 
Jogeshwari. The former is a Muslim area 
whereas the latter is Hindu-dominated. A 
Muslim garage was torched at 3 p m. it is 
alleged that a Hindu ‘pandit’ was burnt alive 
by the Muslims. A Muslim mob was attacked 
while going to the Muslim cemetry. The 
police resorted to firing to disperse the 
violent mobs and seven persons were killed. 
Subsequently two persons, both Muslims, 
were stabbed to death. Thus in all nine 
persons died in this area in the Hrst phase 
of the communal disturbances. 

Pathanwadi in Malad liast has a majority 
of Muslims, almost 80 per cent. The MHB 
Colony nearby is mainly Hindu. The area 
was tense after the demolition of the mos¬ 
que. Here too some Muslim youth started 
brickbatting to express their anger on 
Decembn 8. The police resorted to lathi 
charge. But the Muslim youth threw stones 
at the police. The police then opened fire. 
Three Muslims were injured but no one was 
killed. Islampura is also part of Malad East 
but Muslims arc not more than 6-7 per cent 
here. There is a mosque from where Islam¬ 
pura actually begins. On December 10 about 
100 Hindu youth pelted stones at the mos¬ 
que at about 11.30 a m. Muslim youth from 
Islampura defended themselves and some 
Hindus also joined them. Hindus and 
Muslims came together and saved the islam¬ 
pura mosque. Shankar Bhattacharya and 
Zuber Malik gave the lead to their respec¬ 
tive communities in forging this unity. 
However, the Hindu rioters then shifted to 
l.axman Nagar and damaged one mosque 
and stabbed Chandmiyan, the ‘bangi’ of the 
mosque (the one who gives the call for 
prayer). According to Abdul Rashid, the role 
of the police was praiseworthy in this area 
and prevented violence. 

Squatters' Colony in Malad Eaiit was also 
badly affected. In this area Muslims con¬ 
stitute one-third of the population. Tension 
started building from December 7. On the 
8th some minor clashes took place. On 9th 
and lOth there were rumours among both 
communities of being attacked by the other. 
On the night of December II Muslim youth 
started brickbaiting at about II p m. They 
also threw petrol bulbs. The Hindus retali¬ 
ated. On both sides there were about 400 
people. The Hindus set fire to the Al-Falah 
school and a mosque. At about II.4S p m 
Muslims attacked a temple and badly 
damaged ii Vhc) also stabbed Shyam 
Sunder, son of the 'ptrjari' of the temple. 


Prahiad Shinde, aged 19, was killed inside 
his house. Sub-inspector Nadaf, a Muslim, 
lathi-charged a Hindu mob to disperse it. 
Some 800 Hindus marched to the police 
station demanding his transfer. The morcha 
was led by Shiv Sena leaders. A* 7 p m 
curfew was imposed and an hour later a 
Muslim boy Saiyfed, aged 19, was burnt alive 
It ha.s been alle^ that a builder had a hand 
in the disturbances. The builder was trying 
to build a wall there so that he could develop 
the plot subsequently. 

Bandra East 

In Bharat Nagar in Bandra East 70 per 
cent are Muslims, it is part of the con¬ 
stituency of Shiv Sena MLA, Madhukar 
Sarpotdar, known for his hard-line com¬ 
munal positions. Here too the Muslims 
began brickbatting on December 7 morning. 
They also threw sodawater bottles and other 
missiles at the police. The police opened fire 
at about 10.30 a m without resorting to lathi- 
charge or teargas first. The poike firing con¬ 
tinued intermittently for three days. The 
stoning by the Muslims also went on for all 
three days. In the police firing 12 Muslims 
between 18 and 25 years were killed. About 
48 persons were injured of whom four were 
Hindus. There were no instarrees of people 
being pulled out of their houses and killed 
and there were no complaints of police 
excesses in this locality. 

But in Government Ct^ony, Bandra East, 
10-12 Muslim shops were looted by Shiv 
Sainiks. Also, near the police station there^ 
about 10 trucks were parked of which one 
belonged to a Muslim. That truck was burnt 
by the Sena mob. 

Behrampada is a big slum in Bandra east 
where 85 per cent are Muslims. Adjacent to 
Behtampadais Khernagar Housing Board 
Colony where Muslims are only 10 per cent. 
There is a semi-slum area called Kherwadi 
Road area where Muslims are about 30 per 
cent. Nearby on the toad is a Ganesh temple 
which was allegedly damaged by Muslims. 
However, the Muslims denied this; they 
pointed out that there was a Ganesh temple 
right inside Behrampada which they could 
have easily damaged, had they wanted to. 
But that temple was quite safe However, as 
soon as the news about the temple being 
damaged spread, a Shiv Sena mob began 
collecting. On tire Muslim side too a mob 
began to collect. The mobs began pelting 
stones from both sides. The rioting became 
very serious. Stabbing incidents took place 
for tl:.ee days and some eight persons were 
stabbed. Among those killed was a police 
constable, Afzal Ismail Shdkh. it was 
perhaps a case of mistaken identity. On 
December 8 a police inspector accompanied 
by three constables opened fire. One womiui, 
Neelam Mazhar Khan, was killed in the fir¬ 
ing. Sharful Huda alleges that the police had 
actually intended to kill him. He is a special 
executive magistrate and a member of the 
Congress Seva Dal. In the police firing in 
Behrampada in all six persons were killed on 


December 7 and 8 and IS were injured, lO 
Muslims. 

Dharavi 

Dharavi is well known as the biggest slum 
in Asia. One finds here people of different 
castes and communities. There are also a 
large number ofDunilians, both Hindu and 
Muslim. The Tamil Muslims are mostly in 
the leather business. In this area one finds 
units of Al ADMK and DMK. Generally the 
Tamil Hindus and Muslims were thought to 
be well assimilated, linguistically and 
culturally. In Uimil Nadu itself there has 
been no history of communal conflici bet¬ 
ween the two communities. Similarly, 
Malayan Hindus and Muslims were also 
considered well assimilated. But the grow¬ 
ing communalisation has pushed this 
assimilation into the background and com¬ 
munal differences have been becoming pro¬ 
nounced. Dharavi is also a den of criminals 
and slum-lords. ITius one can understand 
how explosive the situation can become in 
Dharavi once it gets out of hand. And it did 
get out of hand after the demolition of Babri 
Masjid. All sorts of contradictions surfaced. 

On December 6 some Hindus took out a 
victory procession at about 6 pm. There 
were about 500 persons in the procession. 
On December 7 sttming began early in the 
moming by both sides. It was alteged by the 
Muslims that at about 2 p m a mob of about 
100 people led by the local corporator 
belonging to the Republican Party attacked 
Muslim houses in the Khadda area. About 
56 houses were looted and burnt. What is 
significant is that there was complete 
polarisation between Hindus and Muslims. 
All Hindus, Dunil, Maharashtrian, Gujarati 
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diree Mualiins were killed and four iiqured Mahim and a tanker. Local corporator Feroz Man- 


in Chamda Bazar. The police arrested 27 
Muslims therealier. 

In Social Nagar, Dhaiavi, Muslims are in 
a maiority. The Hindu ‘victory procession’ 
had passri through this area alsa On 
December 9 a Hindu mob came and set fire 
to SO huts, 46 of which belonged to Musliins. 
All Muslims had to run away from the area 
to nearby relief camps set up 1^ Muslims. 
The polin came at about 2 a m and opened 
nre in which six Muslims died; 18 persons 
srere ipjuted of whom om was a Hindu. 
Here the police seems to have played an anti- 
Muslim role The police fired on those whose 
huts had been set ablaze. In Social Nagar 
and its vicinity two Hindu temples were 
damaged. Muslims set ablaze about SO 
houses and Hindus, in different incidents, 
burnt down 100 Muslim houses. It was a 
frecsfor-all. But the Muslims allege that 
when they did anything the police fired on 
them but it did not fire when the Hindus 
indulged in violence. That was why most of 
the casualties in police firing in Dhanwi was 
among Muslims. 

Mukund Nagar where 90 per cent are 
Muslims was also badly affected. There was 
intermittent violence and the police resorted 
to firing repeatedly in which five persons, 
all Muslims, were killed and 4S were serious¬ 
ly injured; another ISO, of whom three were 
Hiiulus. sustained minor injuries. A large 
number of houses were looted and burnt 
down by Hindu mobs and yet there was no 
police firing, the Muslims complained. But 
when about 80 Muslim woman came to 
complain to the police, it opened fire on 
them, injuring one women seriously. Not, 
only that, some Shiv Sainiks attacked these 
Mudim women in the presence of the police, 
the Muslims alleged, and yet the police did 
not fire on the Sainiks. But the Muslims of 
Mukund Nagar also said that after DCP 
nmde took charge they are satisfied with the 
police role. 

Besides these major incidents, a number 
of other incidcRU took place in Dhaiavi, 
mostly of arson and looting. Slum-lords and 
other crimiiuJs played no mean role in all 
this. Many slum-lords put their own locks 
on houses from which people had fled. The 
locks would be opened only on payment of 
money or increase in rent, etc The climate 
of terror still persists, in all, in Dharavi 
about 42 persons were killed, of whom 40 
died in police firing and two in mob 
violence Of those who died in police firing, 
30 were Muslims and 10 Hindus. Of the two 
who died in mob violence, one was a Chris¬ 
tian and one a Dalit. At least 300 persons 
were also injured in police firittg. But, ac¬ 
cording to police sources, in all 32 persons 
had died: 22 bodies had been found (17 
Muslims and S Hindus) and 10 bodies were 
yet to be recovered. Also, according to the 
authorities, about 200 persons were injured. 
In ail 489 houses were burnt and 91 shops 


There is a large Muslim population in 
Mahim, particularly near Daigah Makhdum 
Mohiu^n. In some parts there are mkklle 
and upper midifle class Muslims and in olher 
parutherearepoorerMutlimslivinginkut- 
cha and semi-pucca huts and houses. There 
are also Hindus and Christians, but in fewer 
numbers. HoMwver, in other parts Hindus are 
in a majority and Muslims are in a minori¬ 
ty. There it a big slum behind the BEST 
depot in parts of which there are Muslims 
in a majority and in other parts there are 
Ktdis (fisherfolU who are supporters of the 
Shiv Sena. There are a few Christians too 
in the area. 

Mahim, it must be noted, it communally 
a very sensitive area. Commuiul trouble has 
occurred in this area a number of times. 
Early on December 7 the Kolis began ston¬ 
ing from their colony at Makhdum Nagar 
behind the BEST depot. The youth from 
Makhdum Nagar threw stones in retaliation. 
The stoning from the KoHs' side was heavy. 
Meanwhile, in other areas of Mahim like 
>Autjawadi, Mahim Bazar and Daigah Street 
distuiimnces started as parents came out on 
the streets to inquire about the safety of their 
school-going children. An ambulance was 
arranged for bringing the children. The 
police stopped the ambulance and rumours 
spread that something untoward had hap¬ 
pened and this led to stoning of the police. 
The police then opened fire and the stone- 
throwing and firing went on until the even¬ 
ing in which five persons were killed. The 
toli would lioi have been so hjgh if the police 
had not arrested Amin Khandwani. The stii 
then got intensified and the police had to 
reson to more firing. 

On the 10th the false rumour was 

detibeiatdy spread that Bal Thackenv of die 

Shiv Sena had been arrested. As soon as the 
rumour spread some miscreants from 
amongst the Kolis began pelting petrol bulbs 
at Makhdum Nagar which cau^t fire and 
was reduced to ashes. More than 600 huts 
were gutted and about 1,000 families 
dishoused. They took refuge in various relief 
camps opened near the Dargah. We saw 
more than 3/100 people in these camps. They 
had run away from their homes with only 
the clothes they were wearing. They could 
not retrieve anything. The residents of the 
colony complained to us that when they 
came out to put out the Are the police open¬ 
ed fire on them. 


tri's office was also burnt. Muslims stabbed 
27-year old Hanumanta Rama Arotc who 
died. A 3S-year old woman, Ishrat, was hit 
by police bullets and was killed. Three other 
persons were injured in the police firing. 
Besides, in Kurla there swre numerous stab¬ 
bing cases, but it it very difficult to get the 
details as people are afraid of speaking out. 

Asdfa village and nearby areas in 
Ghatkopar were badly affected. A timber 
mart bdonging to a Muslim was set afire 
and some persons inside the mart were 
roasted alive. The timber matt was torched 
by a builder, who wanted to develop the site 
and wanted it vacated, it is alleged, in 
Khairani Road area there arc a number of 
shops belonging to Muslims dealing in icnpL 
Five hundred of these shops were set ablaze. 
Some families used to live behind these 
shops, but fortunately none died. These 
shops were burnt on December 9, allegedly 
by supporters of the Shiv Sena. Som^ 60 
shops in Subhash Nagar and Bharat Market 
in Ghatkopar were also burm. However, 
these shops belonged to both communities. 

There were several other small incidents 
throughout Bombay. The total number of 
deaths admitted by the police sources was 
202, of which 137 were said to have died in 
police fifing. However, this is a gross 
underestimate. The death toli seems to have’ 
crossed 400 and most of them died in poUoe 
firing. Barring a few places, it was a con¬ 
frontation between the Muslims and the 
police rather than a Hindu-Muslim rkK. The 
Bombay police clearly displayed an anti- 
Muslim 1^ though there were some impar¬ 
tial officers as well. It was a very difierent 
story in the second phase of the violenoe in 
January when it was the Shiv Sainiks ver¬ 
sus Muslims. We will deal with the second 
idiase separately. 

(The invcsiigBiions on which this report a based 
were carried out by Asghar AH Engineei; Prem- 
sagar Gupta. Stidhsr. Lesile Rodrigues, Nilofar 
Bhagwat. Katy Irani and others on behalf of 
Ekta.) 



KURI.A ANt) ClIArKOPAR 

Kurla is part of the rastern suburbs of 
Bombay. It also has a mixed population and 
the Shiv Sena has its hold over the Marathi- 
speaking people On December 7, Muslims 
began stoning a Hindu temple in the lugar 
Chawl area at about 2.30 p m. The Hindus 
replied by attacking a Mosque in Mahajan- 
wadi on December 8 and one Muslim school 


Please Contact. 

CYAN BOOIK PVT. LTD. 

|5, Ansari Road, New Delhi-ll(X)02 
Phones 3261060, 3282060 
Fax : (Oil) 2511737 Atin. CYAN* 


Economic and iPolitical Weekly January 16-23, 1993 


85 




SHASTRI INI>0-CANAI>IAN INSTITUTE 

5. Bhai Vir Singh Maig, New Delhi - 110 001 

THE PARTNERSHIP PROGRAMME 

THE SHASTRI INDO CANADIAN INSTITUTE INVITES APPLICATIONS UNDER A NEW 
PROGRAMME OF COLLABORATIVE RESEARCH FUNDED BY THE CANADIAN 
INTERNATIONAL DEVELOPMENT AGENCY 

AIMS 

The Prognunme is intended to facilitate the process of sustainable development through innovative 
research collaboration and to initiate or strengthen institutional links with some prospect of being sus- 
' tained beyond the life of the programme. 

THEMES 

j Research pn)jects will be eligible for funding only if they ftx'us on one or more of the following themes: 

Development and the Environment 
Women in Development 
Economic Growth and Business Development 
Society, Science and Technology 
Demography and De\’elopment 

Plca.se note that the Institute's mandate covers the areas of the Social Sciences and the Humanities, in- • 
eluding Management and Law. Pnijects in the areas of Natural Sciences or Engineering thus cannot be 
funded. 

ELIGIBILITY 

Applicants must be Canadian or Indian universities or research centres or institutes affiliated with univn- 
sities or independent research or policy institutes or teams of icsearcheis affiliated With any of the above. 

All researcheis participating in the projects must be citizens or permanent residents of Canada or India. 
E.stablished links with institutions or individuals in the other country are not a requirement. 

FUNDING AND DURATION 

The preferred budget range is S 100,000 - S 200,000 and the preferred duration 12-24 months. 
APPLICATION PROCEDURE 

The selection process will have two stages. In the first stage, applicants (institutions or research teams 
in either Canada or India) must submit a letter of intent by 31 March 1993- Results will be announced 
by 15 June 199.3 and successful applicants may be provided with modest seed funding for the second 
stage. In this stage, applicants (binational research teams) must submit a full-fledged proposal by 31 
August 1993. Results will be announced by 23 December 1993. All awards are subject to approval by 
the I'iovcrnment of India. 

It is imperative that applicants follow the detailed guidelines available from the Institute in both stages. 

I’lca.sc note that the deadlines given here are for receipt (not date of post-mark) of complete applica¬ 
tions at the addre.sses given below. 

IN CANADA 

Contact: 

Executive Dinretor 
Shastri Indo-Canadian Institute 
2501) l!niveisity Drive N.W. 

C'algary, Alberta 
( ANADA T2N INi 
lei 10.C220 
Fax -»0.3 2f>9 0100 


IN INDIA 

Contact: 

Resident Director 
Shastri Indo-Canadian Institute 
5, Bhai Vir Singh Maig 
New Delhi - 110 001 
INDIA 

Tel: 11-374-6417/350-277 
Fax: 11-374-6416 


86 


Economic and Political V^kly January 16-23, 1993 


Reworking Gender Relations, 
Redefining Politics 

Nellore Village Women against Arrack 

Can the agitation against arrack by women in several districts of 
Andhra Pradesh be viewed as yet another phase of women’s 
ongoing struggles against patriarchy and its articulation in society. 
Or do they present features which point to the need for new 
perceptions of women’s concerns? 


OVER the last decade or so Andhra 
Pradesh has witnessed a series of strug¬ 
gles around govCrnment-bacfced sales of 
arrack. In each region there have been dif¬ 
ferent local configurations that have led 
and sustained arrack as an issue. In the 
last three months, however, the movement 
has gathered rapid momentum in several 
districts including Nellore. The primary 
initiators of the anti-arrack movement in 
Nellore are poor rural women. Because of 
the kinds of struggles they launched 
against the sale of government arrack, 
these women have gained a measure of 
control over their everyday lives and 
transformed relations with their men. 
NVorking only within their villages, enfor¬ 
cing the closure of local arrack shops and 
targeting the excise department officials 
and the excise police, they have also 
effectively confronted the sute and 
destabilised its economy. In developing 
unique forms of struggle and resistance, 
women who have never been involved in 
politics as it is traditionally understood ate 
in the process of redefining the meaning 
of the political. No group or party seems 
to have provided the movement in Nellore 
with an ideological framework or strategic 
plan. Arrack (or ‘saara’ in Telugu) has 
become a nodal point enabling the women 
to comprehend their daily predicaments— 
related to work, the family economy, 
health, education and their personal lives. 

Varuna Vahini 

The official arrack revenue of Rs ISO.S 
crore in 1981-82 has swelled to Rs 630.27 
crore in 1991-92. Not only is arrack by far 
the largest source of excise revenue 
amongst liquor sales (revenue from toddy 
amounts to just Rs 65 crore and IMFL 
Rs 112.68 crore), but excise taxes con¬ 
stitute as much as 8 per cent of all state 
taxes for 1991-92. Moreover, since excise 
only makes up one-third of the actual 
price of arrack—with the rest going into 
the coffers of the liquor contractors— 
almost Rs 2,000 crore were drained last 
year from the most disenfranchised of 
Andhra’s citizens on this score alone One 


might just compare this figure to that of 
the Annual Plan outlay of the state which 
stands at Rs 1,724 crore (see the table). 

Thanks to the then chief minister, 
N T Rama Rao, who today claims that he 
is for prohibition and is trying to hijack 
the movement, 'Varuna Vahini* (the flood 
of liquor) was launched during the early 
80s. What had only been available in bot¬ 
tles or pots was now distributed in sachets, 
ostensibly to prevent adulteration, but also 
so much easier to transport, and, more 
importantly, to carry home in one's 
pocket. The auctioning of shops in each 
village became centralised at th-: urstrict 
level, with big contractors (like Maganti 
Ravindranath Chowdhary) or coalitions 
spending crores of rupees to bid at these 
events. The rights to arrack sales were then 
in turn sub-auctioned to smaller agents, 
who were responsible for paying heavy 
rentals to the government on a monthly 
basis. In order to obtain sufficient profits 
of their own, these subcontractors 
resorted to highly aggressive sales at the 
village level. The resulting ‘flood’ of 
liquor has breached village life at too 
many points. To mention just one, it is a 
common practice for landlords to pay 
their labourers’ wages in the form of 
tokens or coupons, to be exchanged for 
packets of arrack at the village shop. 
Thus, in return for a day's work, a family 
receives no money, only drunken men. 

The movement has had many origins. 
One of the important forces in the strug¬ 
gle appears to have been the Akshara 
Deepam programme, a government in¬ 
itiated programme to eradicate illiteracy, 
taken up in each district by voluntary 
organisations. Nellore district responded 


enthusiastically, with nearly 50,000 
volunteers, as many women as men, com¬ 
ing forward to teach. There is one 
volunteer for every 10 students, almost all 
of whom are women and girls. In Nellore, 
the Jana Vignana Vedika, aided by ad¬ 
ministrators and other government of¬ 
ficials, co-ordinates the literacy drive. 

One of the stories is about an inaugural 
function for the literacy programme in 
Ayyavaripalli village, attended by a state 
minister and the district collects, that was 
disrupted by some drunken men. The 
women of the village demanded the 
closure of the saara shop so that they 
could have their classes in peace. Willing 
to promise anything to ensure the success 
of the literacy programme, the officials 
complied. Other narratives about women’s 
achievements were written into the neo¬ 
literacy primers, such as the story of 
Oubagunta village ('Adavallu Ekamaitet— 
If Women Unite) where three drunken 
labourers lost their way and drowned in 
a tank. A hundred women first prevented 
the local arrack cart from entering the 
village; then they stopped ”a jeep full of 
saara packet.s” and turned it back: after 
this, the lesson tells us, the police arrived 
to enforce the right of the contractor to 
sell arrack. The women stirud their 
ground, saying they would go to the col¬ 
lector if necessary. “This year no one 
came forward to bid for arrack in our 
village!’ Women also referred to other 
lessons, charts and topics for discussion in 
the literacy primers, such as ‘Scethamma 
Katha’, ’Unity', and ’Who is Responsible 
for this Death?’ which inspired those at¬ 
tending the literacy classes. Newspapers 
like Eenadu (the largest circulating lelugu 
paper) contributed by reporting every 
arrack-related incident—the Nellore edi¬ 
tions were read and circulated in a number 
of literacy centres. 

For many, personal tragedies were what 
had led to the struggle against arrack, 
especially when they realised that these 
experiences were shared by most women 
in the community. There were nun.erous 
incidents of women being abused to the 
point where they committed suicide. The 
Muslim women of Mahimalur village, for 
instance, told us how their resolve to com¬ 
bat arrack was greatly strengthened when 
they heard about a woman from the 
Harijanwada who was driven to suicide 


TaHII iNtllMt A'<l> E\l>INI>ITt:RI ON SEI-EI'TI O Hi-M>S ANOHKA PK ADI Ml. 1991-92 

iRi crore\ 


Source 

Income 

Source 

Expenditure 

Excise from arrack 

630.2 

Rural health set sice 

45.8 

Total excise from liquor 

808.0 

Rural water suppiv 

70.6 



Women child welfare 

57.5 



Adult education 

9.7 


Soutvr. Andhra Pradesh Budget in Brief, ;99l-92, V 6 
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due lo the behaviour of her drunken hus¬ 
band. Thus, a variety ul experiences, 
discussions and stones are now being 
reinenibcred for tlicir catalysing, rule 
in strcngthenini! and spreading the 
agitation there was no single origin or 
source. 

r.vcii against this background, it is 
reniaikable how the movement spread to 
K(X) villages in a matter of months. At the 
time of writing, more ihan .'(K) shops have 
been forcibly closed. After being (postpon¬ 
ed nearly .12 times, auctioning has not 
taken place at all in Ncllore district. What 
this implies is that, withoui auciion.s, all 
arrack transactions in the di.strict today 
are effectively illegal. (Therefore, when we 
refer to the illegality of arrack supplies in 
Nellore, this should not be confused with 
the kind of illicit distribution prevalent in 
states where prohibition has been impos¬ 
ed. Where liquoi continues to lx; supplied, 
it is clandestine and purely the work of 
excise department officials.) 

Apart from preventing the local liquor 
shops from functioning by destroying 
arrack, burning sachet.s, and forcing local 
sellers to close their shops, the women 
have resisted pressure tactics and attacks 
from contractors, excise department of¬ 
ficials and the excise police. Many youth 
groups, and csiiecially dalit organi.sations, 
have stepped forward to support the agita¬ 
tion. It was only in last August, when an 
anti-liquor co-ordinating committee com¬ 
prising different mass organisations and 
voluntary groups was formed under the 
leadership of the Jana Vignana Vedika, 
that (johtical parties began to realise the 
full extent of what was going on. 

Today the movement is growing in 
almost all the di.siricis in Andhra- with 
each area having to deal with their own 
s()eciric problems. What distinguishes this 
anti-arrack agitation when compared to 
the hi.story of prohibition in the country 
and Its imposition in Gujarat and Tamil 
Nadu, is that women arc struggling to 
implement prohibition at their own village 
level, not only without the backing of the 
law, but III the face of the power-nexus of 
the government and liquor lobbies. 

One sinking as[)ecl of this agitation is 
the extent lo which the problem of arrack 
connects up with and crystallises a variety 
of issues. Women complained vociferously 
about theii deteriorating economic con¬ 
ditions, especially when so much of a 
day’s earnings was s|H-nt on liquor. Their 
empha.si.s uiioii al! the inones' lieiiig drain¬ 
ed, including many ca.ses where clothe> 
and utensils were pawned, could not be 
dfseniangled from ihcii dcsvripiions of 
conditions o( work. Living with chronic 
unemployment as agriculiural workeis, 
cotton pickets and salt csilleciors was com¬ 
mon enough, es[iccia!ly lor men and 


women from the Harijanwadas and the 
Muslim communities. But even spells of 
increased labour demand and relatively 
good wages could bring baneful effects, 
when, for instance, children from the 
Reddy village of Ramaswamypalli in 
Atmakuru Mandal were encouraged to 
spend as much as Rs 20 from tobacco 
picking on arrack. 

Women constantly referred to ‘other’ 
issues while discussing liquor—the ex¬ 
pected rise in the price of rice, the absence 
of basic amenities like water and health¬ 
care. In Gandcpalcm, about ISO km from 
Nellore town, women stressed the graphic 
contrast between the ease with which 
arrack arrived at their village punctually 
every day, and the difficulty of a simple 
case of diarrhoea which could only be 
treated at the mandal headquarters of 
Udaygiri, 16 km away. Water had to be 
brought from a distance of 4 km for 
people in the neighbouring village of Tbtla 
Cheruvupalli—there was absolutely no 
local source of water there. One of the 
women, Kondamma, said that the dam 
project in Candepalem barely 3 km away 
made absolutely no difference to their 
lives, not even for pur(>oses of cultivation. 
She pointed to the need for a school, 
“Don’t you have families? Don't your 
children go to school?*' Kondamma was 
only too acutely aware of the gross in¬ 
justice (perpetrated by a government bent 
on obtaining revenues through the sale of 
arrack, while providing nothing for the 
village. “Even a cow must be fed to get 
milk, otherwise it will kick you. We have 
kicked! We will do anything to stop saara 
here. If the revenue is too little, let them 
cut your salaries!” 

Women kept bringing up the daily 
harassment they and their children su^ 
fered at the hands of men who came home 
drunk and in an abusive mood. Jayamma, 
from Bandarupalli in Atmakuru Mandal, 


had been driven twice to attempted suicide 
because of the constant abuse at the hands 
of her husband. While we were not sur¬ 
prised to hear of (he impossible struggle 
women waged to make ends meet, we were 
taken aback to be told, not once, but 
many times—’Ippudu Manasu Shanti 
Dnnadi* (now we have peace of mind). 
What a change, they said, from the cry¬ 
ing of children, the smell of liquor, the 
shouting and beating, to have clean 
streets, no brawls, and the chance of a 
good night’s sleep. 

RtC ONI-IOUKINti GLNDbK Rtl.ATIONS 

Equally unex|>ecicd was the main target 
of women’s wrath and attacks—the village 
arrack shop, not thdr men. Women would 
point out a small shop from which arrack 
used to be sold or show us the place where 
it had once stood before they had broken 
it down. These shops often occupied a 
distinctly public place, near (he village en¬ 
trance, next to the bus stand and the tea 
shop. 

Men were certainly not viewed as 
criminals and least of all, as immoral. 
Though our understanding cannot be 
much more than impressionistic, it was il¬ 
luminating to catch glimpses of (he vary¬ 
ing effects the movement against arrack 
was having on gender relations. When it 
came to tackling their men, women were 
often much more confident and comfor¬ 
table with taking them on in a relatively 
public space like the arrack shop. This was 
also the space where (hey could act in 
greatest solidarity as a group. Women 
spoke at times of their personal lives, with 
.some not hesitating to describe the lengths 
to which (hey would go 'o beat up 
drunken husbands, or subject them to 
public ridicule if necessary. One of the 
Muslim women from Mahimalur told us' 
(hat should her husband come home 
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driink, she would get-half his head and 
moustache shaved, strap him to a donkey 
and parade him around the entire village. 
But there were also a number of women 
who fell nervous, even helpless about their 
personal relations with their husbands, 
especially the personal shame at moments 
of being abus^. Thus, the difficulties of 
tackling private relationships in contrast 
to collective forms of confronting their 
menfolk are very real. 

During our meetings with women, men 
would also gather, sometimes contributing 
to the discussion, but usually hanging 
back. Though we expected to find some 
oven hostility from men, at least in the 
places we visited, they were closer to being 
passive supponers of the movement. 
Women clearly had the upper hand, at 
limes beckoning men to come forward, or 
singling out those who used to drink. Men 
would then respond with a mixture of 
sheepishness and nervous laughter, often 
acknowledging how much they had 
benefited. In reply to a direct question 
from us as to how men fell about a move¬ 
ment so clearly initiated by women, a man 
from Ramaswamypalli shamefacedly tried 
to defend the menfolk by saying: “We gave 
them the opportunity—otherwise they 
would not have been able to succeed;* 

Women could be quite vocal and 
explicit about men's behaviour even now. 
Lakshmamma from Kacheridevarayapalli, 
a village near the town of Atmakuru, 
vividly counicrposed her sense of the 
ntreme drudgery women like her had to 
face in contrast to the situation of men: 
“What do we women know? Go to work, 
come back. Break our backs the whole 
day. Return home to family and children, 
cook and feed. .Men know everything. 
They can go anywhere and drink. There 
shouldn’l bt arrack artywhere in the world. 
Can't the government survive without 
money from arrack? Then let the govern¬ 
ment take away ail our men.” As she quite 
uninhibitedly out it. “So what if they are 
only my daughters-in-law and not my own 
children, my sons come home drunk, beat 
up these girls, and go off who knows 
where to drink again, taking away 
everything, including their sarees and 
ear-rings”. When she was leased by some¬ 
one from the crowd about the Hash of 
gold in her ear lobes, she retorted. “My 
husband is dead!” (That is why she still 
had some jewellery.) 

Vlt.t.AtjF. AS LtX USOI- POI.ITK S 

The women involved in the struggle 
often appeared to have consciously decid¬ 
ed to locate their efforts within their 
villages in order to retain control over the 
situation. The slogan that has become so 
popular now, ‘Ma Uriki Saam Kiddir' (We 


don’t want liquor in our village), sym¬ 
bolises the struggle. 

The variety of means women adopted 
in order to realise their goal is truly 
remarkable. In Ramaswamypalli. women 
first tried to stop arrack sales two years 
ago, but higher officials, kept it going. 
When they wrote to the Mandal revenue 
officer more recently to have the sales 
stopped, and his reply was only “It’s your 
(i e, women's) problem”, they were both 
angered and agitated. Ovet the next weeks, 
they had to oppose successive attempts by 
the contractor and the excise department 
officials to keep up the supply of arrack. 
On one of these occasions, one of the 
women. Krishnamma, caught an excise 
department policeman by the belt, pull¬ 
ed him out of the jeep and dragged him 
down the main road. Finally, after hav¬ 
ing destroyed saara packets, the vromen 
threatened to pour kerosene oil on the jeep 
and set it on fire should the contractor or 
the excise department officials ever try to 
come again. 

Just as the excise department police 
were about to leave saara packets in the 
local shop in Bandarupalli village, women 
there confronted them saying, “Don't you 
have families? If you must sell saara here, 
feed us as well!” The harijan women of 
Mahimalur actually shamed the 
shopowner into ending sales when they 
brought cooked rice to the shop and emp¬ 
tied their vessels onto the floor. They 
would not cook or eat, they said, till he 
stopped selling saara. 

Women were equally firm about the 
limits of what they could take on. When 
a woman running a tea shop at the en¬ 
trance of Bandarupalli village was pro¬ 
mpted by sympathetic men to say that the 
agitation now needed to grow from the 
village to the zilla and state level, she stood 
her ground, saying, “No. our Hght stops 
here. We can take on whatever happens 
here, but not beyond!’ Or as anothei 
woman put it, “Are the women elsewhere 
dead? Hqw can we go outside and tell 
people what they should be doing?” 

Those who believe that the only way the 
movement can be strengthened is by tak¬ 
ing it to ’higher' levels—taluk, district, 
and state-might consider this implica¬ 
tion: Control may no longer be in il.e 
women's hand.s. Therefore, we need to be 
thinking of further strategies that would 
reinforce the women where they are—in 
their villages. 

Most of the women we spoke cgme 
from backward and harijan ca.stes, or were 
Muslims. In one village, harijan women 
explicitly told us that while they had 
received tacit support from upper caste 
women in bringing arrack sales to an end. 
ihis never extended to any open 
alliance—no upper caste women actually 


joined them on the streets. Wb also sens¬ 
ed that the presence of more money in the 
hands of lower caste families due to the 
unavailability of liquor, and the kind of 
confidence the literacy campaigns have 
produe'ed was creating an anxiety amongst 
the better-off. The landlords, for instance, 
have begun to fear that their labourers will 
no longer come to them for loans, now 
that they have some ‘extra’ money of their 
own. 

The movement clearly suffered in those 
villages riven by caste conflicts, or where 
women of a particular community were 
marginalised. In the Mala vill^ of 
Gogulpalli in Alluru Mandal the aviation 
appeared to be undergoing its severest test, 
for even women and relatives from within 
the same community were now pitted 
against each other after the reintioduction 
of liquor by one of the families. The 
handful of women who were still struggl¬ 
ing to stop arrack there were crushed by 
the taunts of men who insisted they could 
do as they pleased with their money, as 
by the loss of support from other women. 

It is crucial to note, on the other hand, 
how strong the solidarity between Muslim 
and harijan women in villages like 
Mahimalur and Kacheridevarayapalli ap¬ 
pears to be. In Kacheridevarayapalli, 
Muslim and Mala women together 
prevented the excise department jeep from 
entering their village, by attacking officials 
with brooms and chilli powder, and so for¬ 
cing them to turn back. 

Whether intended or not, an extreme¬ 
ly interesting outcome of the struggle is 
that there is no central leadership. With 
women independently taking up local 
agitations and initiatives in their own 
villages, the movement is truly dispersed, 
creating some anxiety for political parties, 
but even greater frustration for the state. 
Even within the villages we visited the 
pattern differed—in some we were told to 
wait for a kind of spokesperson and listen 
to her. In some the literacy volunteers had 
played an initiating role, while in others, 
all the women who had gathered to meet 
us wanted to speak collectively of their 
achievements. 

One reason why the state is in such a 
quandary in Nellore district is that it 
cannot directly attack or curtail the move¬ 
ment by arresting key organisers or impos¬ 
ing Section 144. In fact, in a ridiculous 
if not pathetic move—that could, however, 
have disastrous effects on the success and 
autonomy of the literacy programme— 
the only object the state has been able to 
isolate as ‘anti-government’ are those 
lessons in the literacy primers which deal 
with the problem of arrack and with cor¬ 
rupt government officials. This is not to 
deny the repressive measures the state has 
unleashed on women and activists from 
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lefi political parties leading the struggle 
in other districts, especially in Tcicngana. 

It has not been possible for the state 
to blame the agitation on any party. 
Moreover, the demand for the banning of 
arrack sales is neither constitutional nor 
immoral On the anitraiy, it is part of the 
directive principles of state policy en¬ 
shrined in the t onstiiuiion. On the one 
hand, therefore, the state is duty-bound 
not to dismiss women's demands, while 
on the other hand, its own existence has 
become increasingly dependent on the 
revenue from liquor. Women have not 
taken on the state directly, but have 
managed to destabilise its power by .sever¬ 
ing the nexus of the government and the 
liquor contractors at iho.se points where 
it functions most effectively—the arrack 
shops, the stock points and the auctions. 

A subcommittee has been constituted 
by the state government to assess public 
opinion regarding a proposed ban on ar¬ 
rack. Whatever the contents or effects of 
this report, there is little ambiguity about 
the state’s desire to cripple the movement 
itself. Amongst the more underhand 
methods it appears to hase adopted to 
break women's morale is the rumour 
afloat in a number of villages that if 
women succeed m stopping arrack sales, 
the procurement price ul rice will prompt¬ 
ly be hiked up. 

What has been most painlul and 
disheartening for many women, is the way 
the excise department officials, with the 
connivance of the police, are now active¬ 
ly pushing illegal arrack wherever the auc¬ 
tions have lieen stopped. Theyn expressed 
confusion and anguish oyer the degree to 
which the state was forcing arrack into the 
villages. "I.ci them sell openly during the 
day in the shops—we can. take care of that. 
How can tliey smuggle li in secretly, in 
milk cans and chilli baskets .* I et them kill 
us women and children, and take care of 
the men with saary I'hcir anxieties about 
the government’s motives extended to us, 
when, on more than one occasion, we 
were initially taken to lie government pro¬ 
moters ol arrack I'lie s!,\ie, they sus¬ 
pected. was using ‘ouisidc’ women, in a 
clever new ploy, to iiy and suppress a 
women’s movement 

One of !tit ways in which the problem 
ol arrack consumption hav of late been 
viewed, is a"- a prublem of addiction. 
Addicts arc (ier»-civ<-,l ihc source and 
the mainstay of the ciiii!'' issue it js they, 
namely, •■sb'.' i.i.urr I'lc continued 
supply 'll III :ilicii foitiis should 

prohibition conic nit'.' elieci, since they 
are sc entncly dcpciislcut oi, ;{nnk. When 
we tried to ask the wcimeri ahoui anyone 
suffering Irom wnhdtawai scrntitoms as 
a result o| ihe arrack ban in ihcnr villages, 
we were piaclicai'y laughed away "Afiack 


is not like food", they said. **that we can¬ 
not do without". From middle-class 
perceptions of the nature of drunkenness, 
especially where the poor are cqnccrned, 
there is a great danger of psychologising 
and medicalising the problem. At the very 
least, the problem of habitual drinking 
needs to be tackled for what it is—a 
social, and moreover, a gendered issue. 
How is it that the fact that men are able 
to drink away their entire earnings, 
whereas women, socialised into sen¬ 
sibilities of caring and responsibility, so 
rarely enter into the category of the ad¬ 
dict, is never a point for discussion? 
Hn'haps there is a greater need to deal with 
men's uninvolvcment in family life rather 
than, say, with the urgency of providing 
de-addiction tablets. If we are to take the 
perceptions of the women seriously, then 
we must also focus more on the ’criminali¬ 
ty’ of the government’s excise depart- 
rrents, who are presently resorting to all 
kinds of methods to continue to supply 
liquor to villages where sales have been 
stopped. 

What implications does such a genuine 
and spontaneous social movement have 
for our understanding of the women’s 
movement in India? Can the agitation 
against arrack be viewed as yet another 
phase of women’s ongoing struggles 
against patriarchy, as these struggles have 
hitherto been analysed, or are we fortxd 
to contend with it in new ways? 

Women do not appear to have been 
particularly concerned with tackling 


gender relations directly. For instance, the 
Jana Vignana Vedika leaders informed us 
of a list of issues they had prepared for 
the literacy programme—women's pro¬ 
blems explicitly figured in it. along with 
matters related to the economy, health, en¬ 
vironment and caste. Arrack came at the 
very end. It surprised the organisers that 
women chose not to take up the issues 
marked in the list as 'theirs*, but attacked 
arrack insteipd. 

If it is obvious that a movement such 
as this one does not exemplify conceptions 
of feminism in any simple way, it is equal¬ 
ly true that feminist issues crop up 
everywhere. We only need to remind 
ourselves of some of the methods women 
brought to bear in the course of the 
agitation—such as attacking the contrac¬ 
tors and excise department officials with 
household ‘weapons’ like brooms and 
chilli powder, refusing to cook or eat, and 
publicly shaming their men. In the face 
of all the complex, innovative—and 
confusing—conFigurations of gender and 
politics this movement has enacted, the 
challenging task is to reflect more careful¬ 
ly on the extraordinary forms of agency 
rural women in Andhra have demon¬ 
strated in the process of empowerment by 
calling to account the most oppressive 
structures controlling their lives. 

[Based on the repun of a visit to Nellore district 
by a team from Anveshi, Hyderabad compris 
ing Mary John, T S S Lakshmi, K lalita, lUma 
Melkoie, Tejaswini Niranjana, Diya Rajan, K 
Sajaya, K Satyayathi and Vrena Shatnigna.) 
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Language and Nationality in 
North-East India 

John Samuel 

About 420 languages and dialects of different language families 
are used in a complex and wide-ranging ethno and socio-Unguistic 
configuration in north-east India. This fact confers a certain 
singularity and distinctness to language related issues in the 
region. 


THE role of language in nationality is 
both subtle and cardinal. Language, 
together with culture; ivligion and history, 
is a major compbnent of nationality for¬ 
mation. A language is not only a vehicle 
of the history of a nationality, but is a part 
of the nationality itself. The functional 
and symbolic value of language has far- 
reaching significance in the transitional 
continuum from community to ethnicity 
and from ethnicity to formalised nationa¬ 
lity. Every stage of this transition is link¬ 
ed to language; whether indexically. imple- 
mentationally or symbolically. North-east 
India, being one of the most heterogeneous 
linguistic and cultural regions of the 
world, has been the stage for a plurality 
of this transitional continuum from com¬ 
munity and collectivity to nationality. 
Hence it is the home of many nationa¬ 
lities, minority nationalities, sub-nationa¬ 
lities and ethno-political collectivities that 
are moving through differenl developmen¬ 
tal and formative phases; and language 
plays an imporunt role in all these dif¬ 
ferent transitional phases. That around 
420 languages and dialects of different 
language families arc used in a complex 
and wide-ranging ethno and socio-linguts- 
tic configuration makes us consider north- 
cast India a different socio-linguistic area 
with its own distinctive language related 
issues. So, if we are to rate the validity of 
the language issues of this region within 
the perspective of the mainstream socio- 
Unguistic situation of south Asia, not only 
are we likely to get a deceptive picture of 
the problein, but we may also miss the 
enormity of the problem within the par¬ 
ticular socio-linguistic context of north¬ 
east India. In terms of the number of 
speakers, many languages of this region 
nwy be far behind other major regional 
languages; but that does not diminish the 
functional and symbolic validity and 
emotioiwl appeal of these languages 
to the respective sp^h communities. 

The ethnic spectra of north-east India 
encompass the non-tribal population who 
are part of the Indian caste structure, as 
well as the heterogeneous tribal popula¬ 


tion that belongs to 209 scheduled tribes 
of the seven states of this region. While 
Assam and Tfipura have a non-tribal ma¬ 
jority and tribal minority, the four states 
of Meghalaya. Mizoram, Nagaland and 
Arunachai Pradesh are dominated by 
various tribal groups, and Manipur has 
both non-tribal Meities and a smaller pro¬ 
portion of tribals. The different phases of 
nationality formation in this region may 
broadly be classified into four categories; 

(a) Weil-formed nationalities like Assamiya, 
Bengali and Manipuri with their own 
linguistic, literary and cultural base; 

(b) emerging minority nationalities like 
Mizo, TKpuri, Naga and Khasi-Garo, with 
different socio-cultural and political iden¬ 
tities and which are moving through dif¬ 
ferent phases of nationality formation; 

(c) sub-nationalities nr satellite-nationali¬ 
ties like Bodo, Hmar, Lakher. etc, which 
normally develop in the shadow of sur¬ 
rounding nationalities; and (d) around 30 
ethno-political entities, like many of the 
ethno-linguistic communities of Arunachai 
Pradesh, with their own distinctive 
languages or dialects and varied ethnic af¬ 
filiations. There are also migrant speech- 
communities, like Nepali and Chakma, 
scattered over various parts of the region 
with their own separate identity, in all 
these cases, with the exception, perhaps, 
of the Naga, language is one of the 
most important determinants of group 
identity and is intrinsically involved 
in the formative process of these 
nationalities.. 

The roots of many of the language and 
nationality problems in this region can be 
traced back to the hegemonic, exploiting 
and divisive language policy perpetuated 
by colonial power and myopically con¬ 
tinued by the post-indpendent policy¬ 
makers. During the colonial period, 
language had increasingly become' a 
primary medium of social control and 
power. The language situation of this 
region was controlled by the British ad¬ 
ministration and the foreign missionaries. 
When the British rulers ideologically 
manipulated the language situation to 


facilitate colonial exploitation, the mis¬ 
sionaries determined the language situa¬ 
tion in a different manner by patronising, 
grammatically codifying, standardising 
and spreading the dominant tribal dialects 
to facilitate the process of proselytisation. 
The politically motivated language policy 
of the British began with the suppression 
of Assamiya language from 1837 to 1874 
and its replacement of Bengali. The roots 
of mutual suspicion among the Assamiya 
and Bengali speech communities of the 
region lie in this divisive language policy 
which strategically brewed the conditions 
for reactionary conflict between the 
speakers of two closely related languages 
of the neighbouring provinces. 

By implementing a manipulative and 
divisive language policy the colonial 
power succeeded in displacing the inte¬ 
grative and synthetic traditions in na¬ 
tionality formation with a differentiating 
and alienating formative process. .The 
early phase of the emergence of Assamiya 
nationality was viiali.sed by a remarkable 
synthetic and integrative trend. Assamiya 
language had a notable development in 
this phase, and the present Assamiya 
script took shape much before in the 12th 
century AD. Tire predominantly synthetic 
and integrative nature of the nationality 
formation is evident from the fact that 
even the Ahom dynasty which ruled 
Assam for about 600 years, gradually gave 
up its own Thai languages and identified 
with the synthetic Assamiya culture, and 
the Hindus and Muslims who migrated 
from other parts of the subcontinent had 
also as.similaied into the Assamiya society. 
This positive process of nationality for¬ 
mation provided the optimum condition 
in which “the development of Assamiya 
language, literature and performing 
arts, pariiculaily with the emergence of 
Vaishnavisni. amt (he resistance of the 
people ol Assam, iriespective of religion 
and race, against Mughals, substantially 
contributed in cementing the unity and 
stability o! Assamiya as a pre-national 
collectivity in pre-colonial Assam" 
(Hussain, I990|. But the colonial sub¬ 
jugation of Assamiya language by the 
imposition of Bengali not only jeopardis¬ 
ed the aspiration of Assamiya speakers 
for higher education but as a consequence 
it also created the necessary conditions 
in which Assamiya pre-national ethos 
were fermented and consolidated into 
Assamiya nationality by differentiating 
Itself from the hegemony of Bengali 
language and culture. 

Thus, instead of forming a separate 
national identiiv by synthesising, in¬ 
tegrating and appropriating the socio¬ 
cultural and linguistic elements of the 
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neighbouring communities with their u>s'n 
cultural and linguistic traditions, the 
various groups began lu seek nationality 
by differentiating, distancing and 
alienating the neighbouring linguistic and 
cultural groups. This tendency of defin¬ 
ing group identity negatively in relation 
to the neighbouring out-groups had been 
at work in the newly proselytised tribal 
region also. Together with socio-economic 
reasons, mutually alienating nationality 
formation may also be one of the causes 
of the xenophobic feeling existing just 
beneath the surface level throughout the 
region. The alienating mechanism in the 
formative process of nationality was in¬ 
duced by the colonial policy of linguistic 
hegemony and ethnic isolation. During 
the British rule the tribal communities of 
the hill area were virtually estranged from 
the plain civilisation, by the enforcement 
of the inner line system of 1873 and the 
Excluded Area Act of 1935. The admira¬ 
ble linguistic and literacy activities and 
socio-cultural transformation undertaken 
by the missionaries, along with the pro- 
selytisation, paved the way for cultural 
as.similaiion, and language convergence of 
varying degree among the tribal com¬ 
munities, and this eventually helped the 
as.similaied groups to develop their own 
nascent ethno-political identity. During 
the pre-independence period these ethno¬ 
political groups were insulated from the 
socio-cultural and political development 
taking place in other parts of the subcon¬ 
tinent. Thus the colonial restrictions on 
.socio-cultural interactiem with other 
major communities of the region, together 
with the newly substituted religious, socio¬ 
cultural and language situation facilitated 
the emergence of alienated and mutually 
alienating minority nationalities through¬ 
out the ‘excluded area'. 

After independence, the central policy¬ 
makers either lacked an adequate perspec¬ 
tive of the complex socio-linguistic and 
nationality problems of the region or they 
were naive enough to neglect the linguistic 
as well as the nationality aspirations of the 
diverse groups of the region. As a result, 
although many of the ethno-political en¬ 
tities especially that of Mizoram and 
Nagaland were politically integrated to 
India, culturally, linguistically and emo¬ 
tionally they remained alienated from the 
pan-Indian national ethos. I^rhaps, the 
honest sentiments and anxieties of these 
minority nationalities were well expressed 
by K C f.3lvunga (19921, a prominent 
Mizo intellectual, in his paper presented 
at a recent iniernaiional seminar on 
Mi/.os, “independence came not so much 
by our demands as by providence. We 
have, therefore been overtaken by the new 


republic. Our cultural aspirations have 
clashed in some way with that of the new 
nation. We are therefore not sure where 
we stand... If it is a simple tribal devia¬ 
tion time will heal. But if it is something 
deeper, we have to make some new adjust¬ 
ments without sacrificing our faith, our 
culture, language and dialects, history and 
our land, all of which we inherited from 
our forefathers... We have to settle the 
fundamental difference amicably and 
dcmocraiicallyl' This reflects the prevail¬ 
ing cultural mood and significantly 
Lalvunga added that “Our real problems 
lie near home, in our adjustment with (he 
bigger communities. 

Though the Nehruvian policy of non¬ 
interference with the cultural tradition and 
custom of tribal people was well intended, 
it was not sufficient enough to guarantee 
the linguistic, cultural and literary 
development in the region. An immature 
and erratic language policy also contri¬ 
buted a great deal to further the aliena 
lion of these communities. The imposi¬ 
tion of Assamiya, in the 30s, on (he 
minority language groups was vehemently 
opposed by them and was perceived as the 
hegemonic attempt of a dominant na¬ 
tionality of the region to undermine their 
linguistic and cultural identity. The 
language movements of I960 and 1972 
launched by the Assamiya were also 
because of a language policy which lack¬ 
ed a proper perspective of the socio- 
linguistic and political situation of the 
region. What perhaps the central policy¬ 
makers may treat as a tribal deviation is 
much more a serious and sensitive issue 
within the nationality context of the 
north-cast. There no longer exists any so- 
called tribal deviation or tribal aspira¬ 
tions; the prevailing cultural situation and 
political mood indicate a stronger urge to 
seek pan-Indian recognition for their 
distinctive cultural and linguistic tradi¬ 
tions and nationalities. 

Manipur is one of the less alienated na¬ 
tionalities of this region, and culturally 
and emotionally more integrated to the 
pan-Indian national ethos. Manipuri 
language is one of the most standardised 
languages of Kuki-Chin group of Tibeio- 
Burman family, with its own well advanc¬ 
ed linguistic and literary tradition and it 
is also one of the most widely spoken 
languages of the region. Manipuri lite¬ 
rature and performing arts, like 5>ankirtan, 
Khamba-Thuibi Leela and Krishna Leela, 
reflect a fine synthetic and integrative 
tradition in the development of Manipuri 
culture and nationality. Probably, contem¬ 
porary Manipuri theatre has gone ahead 
of many of the regional theatres, and its 


novelty and strength come from the syn¬ 
thetic coalescence of indigenous folk art 
forms and modern dramatic elements. 
The legitimate claim for the constitutional 
recognition and status of Manipuri should 
be rightly perceived as the genuine attempt 
of a major speech-community of the 
north-eastern periphery to seek pan- 
Indian recognition and thereby join the 
national mainstream to be more identified 
with pan-Indian linguistic and national 
ethos. 

A great deal of alienation, hurt and the 
consequent violence could have been 
avoided if only (he central policy-makers 
were bothered enough to comprehend the 
particular socio-cultural and linguistic 
validity of the problems within the con¬ 
text of north-east India, and accordingly 
make timely amendments in the language 
policy. They, however, continue to nurture 
the illusion of making everyone Indian by 
teaching Hindi and throwing in an addi¬ 
tional doze of Hindi programmes on 
Doordarshan. Although Hindi has a very 
significant functional role in the general 
communicative pattern of the north-east, 
symbolically it bears the negative connota¬ 
tions of perceived hegemony. A recent 
study of the language attitude o^ the 
Mizos [John Samuel, 1991) shows that 
most of the Mizos have a negative attitude 
towards Hindi because of the hegemonic 
cultural connotation attached to it. 
Among Mizos Hindi is still known and 
perceived as ‘Vai twang* (the language o'* 
intruders or foreigners). The prolonged 
delay in recognising Manipuri language 
made the peaceful and rightful agitation 
to drift into violence. It also incubated 
reactionary violence against Hindi and 
everything related to Hindi throughout 
Manipur. 
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The Uganda Asian Expulsion 
Twenty Years After 

Mahmiiod Mamdani 

The tragedy of pre~l972 Uganda Asians was that they acquiesced 
while their common interests were defined by a handful of 
proprietors who placed their bets on the continued intervention of 
Britain in its former colony, and not on the struggle for self- 
determination and rights within the colony. The tragedy of 
Uganda Asians today is that yet again their banner has been 
usurped by recession-driven large proprietors who seek to gain 
privileged treatment under the protection of yet another 
constellation of external interests. 


WHEN the expulsion of Uganda Asians 
was announced in August of 1972, I had 
been in the country for a short five 
months. I had just returned in March 
from post-graduate work overseas. My 
mindcast was that of a leftwing na¬ 
tionalist, an intellectual with a univer- 
salistic outlook. It was an outlook shaped 
by 10 years as a student in the US, a period 
‘in which I became directly involved in 
anti-racist civil rights struggles in the 
south, and anti-imperialist anti-war stiug- 
gles in the north. But that August day, I 
was least prepared for what was to follow. 

I was to be expelled, sent packing, from 
a land my family had lived in for three 
generations, for nothing but the colour of 
my skin. At least that is how it seemed 
then. 

Though I had been out of the country 
for 10 years, I later came to realise that 
I shared with most progressive African 
intellectuals I know an aversion to iden¬ 
tifying with our immediate communities: 
whether you derinc them as ethnic, tribal, 
religious or racial. Mure than any other 
place I know, it is in Africa that pro¬ 
gressive intellectuals pretended to be 
universal intellectuals, without an anchor 
in the ground below, if you were a 
Muganda, the mark of your progressive¬ 
ness was that you consciously avoided 
speaking or writing in Luganda; if you 
were an Asian, you considered yourself 
apart from the Asian question. Years later, 
a South African friend would quote Sartre 
to me, “The universal intellectual is paid 
back in particulars’*. 

in November of 1972, 1 arrived in a 
refugee camp in London. The expulsion 
had unleashed an unthinking racism 
amongst my fellow expellees. It was to be 
confirmed and fed by the blatant racism 
of the British pre.ss: the expulsion was the 
work of Amin, and Amin was primordial 
Africa, a primitive brute in plain 


language, an anthropological oddity in 
academic jargon. It is a racism which 
nourishes itself by stripping events and 
personalities of their context, and then by 
appropriating them in an ahistoric and 
unidimensional interpretation. Later in 
this article i intend to put Amin back into 
the context that shaped him, thereby to 
give him his due, to underline his 
historical responsibility, without roman¬ 
ticising him but also without caricaturing 
him, most of ail without dismissing him. 

I sometimes wonder how 1 kept from 
choking in the blanket of prejudice that 
was the Kensington camp in 1972-73.1 can 
only explain it by my immersion in two 
struggles, one immediate and practical, 
the other reflective and longer term. The 
site of the first was the camp itself, the 
day-to-day struggle of refugees to 
maintain a semblance of dignity and a 
modicum of rights in the face of absolute 
authority. The site of my second struggle 
was the Colonial Archives. Haunted by 
the need to make sense of the expulsion 
without capitulating to racism, I burrow¬ 
ed in its historical records on colonial 
Uganda, every hour of the week the 
archives were open. The fruit of the prac¬ 
tical struggle was a small book. From 
Citizen to Refugee, that I wrote for my 
fellow refugees, my antidote to facile racist 
explanations of what had happened to us 
and to naive expectations of what we 
could expect in the land we found our¬ 
selves in. The fruit of the second struggle 
was another book. Politics and Class For¬ 
mation in Uganda, written for my fellow 
intellectuals. 

I left Britain after six months, to teach 
at the University of Dar-e$-Salaam for six 
years, and then to return to Kampala after 
Amin fell in 1979. Throughout that 
period, one question stayed with me: Can 
minority rights be consistently reconciled 
with those of a majority? It was, of 


cour^ not the only query that shaped nqt 
intellectual and political pursuits, nor was 
it always uppermost in my mind. But in 
1992, when the goveinment of Uganda 
announced the return of properties to its 
ex-Uganda A.sian owners, the question 
arose with a poignancy reminiscent of 
1972. It is my reflections on this issue, 
that of minority rights and majority 
aspirations—as concretely illustrated by 
the history ot Uganda Asians—that I 
would like to share with the reader. 

‘Lckk. Skk k and BARREt.’ 

I am aware that I am not the only one 
to try and think through this question, 
even in the Uganda Asian context. A few 
inontlis ago, a BB('2 team came to Uganda 
to make a retrospective documentary on 
the Asian expulsion of 1972, in the light 
of the much-publicised return of proper¬ 
ties in 1992. I was amongst tho.se inter¬ 
viewed by the team. Two weeks ago, some¬ 
one lent me a video of the documentary. 

I watched it, partly disappointed, partly 
outraged. I was not quite prepared to find 
myself on screen, authentic in face and 
voice but exquisitely edited, with all the 
sharp edges trimmed off, now part of a 
single Uganda ^sian chorus, a tame in- 
house critic at (test. Put aside the ques¬ 
tion ol whether my own views were ade¬ 
quately or accurately reflected in the 
documenury, it is the point of view of the 
documentary that I feet compelled to 
address. 

The BBC2 Him, titled ‘Lock, Stock and 
Barrel', follows two sons of an ex-Uganda 
Asian family from Edgeware, London, as 
they embark on a return journey to 
Kampala. The commentator underline^ 
the significance of the journey for the 
family which has been tormented by a 
“sense of loss for 20 years”, but for whom 
“restitution is po.ssibie today”, for they are 
“going back to Uganda to reclaim their 
heritage”. The heritage turns out to be a 
building! The building is repossessed. And 
the Vyas brothers return to Britarn The 
point IS made. Uganda Asians are pro¬ 
prietors. Their ‘heriuge* is property. Their 
quest is to repossess it. 

The carnet a shifts to a Ugandan 
African woman. We are informed that 
Florence is one of the occupants in the 
Vyas properties. And we gradually realise 
that the issue is larger than just ‘restitu¬ 
tion* for the Vyas family. Fiur, repossession 
for the Vyas family is loss of livelihood 
for Florence. 

The documentary moves on to address 
this moral dilemma. The camera cuts to 
an interview with no less an authority than 
the president of Uganda. We learn two 
things, at least from the interview as edited 
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by the makers of the movie; one, that the 
majority of Ugandans are not business¬ 
persons. They don't really care who owns 
a busine.ss; what they care about is how 
it is run, what it sells and at what price. 
And two. wc learn that “it’s in the interest 
of Uganda to attract investors back”, to 
re.store investor confidence. The return of 
properties is not just restitution for its 
former owners; it turns out to be a 
developmental necessity. Here, in a nut¬ 
shell, is the point: any policy shift involves 
a irade-olT. And in this particular trade¬ 
off, Florence turns out to be in the minori¬ 
ty; the symbol of the majority, of the 
country, of ii.s development is ironically 
the Vyas family. 

To drive the point home, the camera 
turns to a flashback of Amin’s August 4, 
1972 announcement expelling the Asians. 
A voiceover informs us “Amin’s deci- 
sion...threw the country into a crisis ...a 
crisis that shattered Uganda’s economy”, 
as the camera pans dilapidated and decay¬ 
ing structures that is much of central 
Kampala. The commentator need say no 
more. After all, the evidence of the eyes 
IS more compelling than any other. But for 
those who live in Kampala, the audience 
with whom I watched the video, there is 
» sense of discomfort. For every resident 
of Kampala knows that posi-1972 Kampala 
has been two concentric circles, the inner 
decaying, the outer booming, especially 
as the civil war tapered down in 14^. The 
difference between them is not biological, 
but juridical. Unlike the premises in the 
outer city, those in the inner city have been 
plagued by disputed ownership and dis¬ 
puted titles. They have had neither the 
legal basis for a bank mortgage nor the 
proini.se of any investment. Most of its oc- 
cupant.s have been shifting with each pass¬ 
ing regime like participants in a game of 
mu>ical chairs. But the camera focused 
only on the inner city, never on the outer 
Li'y. The unspoken conclu.sion was sim¬ 
ple but devastating; that the centre of 
Kampala was beautiful when occupied by 
Asians, and disintegrated as African 
residents moved in. It was a biological 
explanation of cycles of growth and decay, 
tinged with racist overtones. 

A.s the documentary moves into a 
historical mould to chronicle the arrival 
of .Asians and the senes of cri.ses that 
finally led to the expulsion, expert after 
expert is ushered in to shed light on one 
event after another And yet, the moments 
ol .silctic- are otter, more eloquent than 
anything said oi shovMi on the screen. The 
expert who sheds light on the 1971 coup 
and the 1972 e.spuUion is ilie then British 
high commissioner to Llganda. His only 
relers'iice to any foic'ign involvement in 
l.'g.inda^ inieinai alfairs is to I ihya; 


understandably, he avoids any inention of 
the Israeli and British involvement in the 
1971 coup that brought Amin to power, 
a fact by now well documented. Neither 
is there any teference to the larger and 
more significant pressures that led to the 
return of properties in 1992. The return, 
we are led to believe, was .strictly an out¬ 
come of internal processes, part of the 
historic turn-around in post-Amin 
Uganda. 

Let me not detract from the strength of 
the film. A lot of hard work has gone into 
piecing together the impressive historical 
footage, and into rounding up an. array of 
experts brought in at different points to 
lend authority to the flow of the argu¬ 
ment. What interests me. however, is the 
thread that weaves together that flow, the 
larger argument, the point of view that 
explains both what the film says and 
shows, and what it does not say and does 
not show. That point of view, most ob¬ 
viously. is that of a.minority of ex-Uganda 
Asian owners of large property, roughly 
SO families. Not so obviously, it is the 
point of view of the external forces about 
whom the documentary is so eloquently 
silent: the IMF and the World Bank, and 
associated western governments, including 
the British. It is this point that I would 
like to argue in the rest of my remarks. 

1952 Politic sot Aihrmaiivi: Action 

As I mull over the historical landscape, 
three signposts stand out as particularly 
useful in demarcating its contours; 1952, 
1972, and 1992, each conveniently set 
apart by a span of two decades. I need not 
belabour the history of Asian immigra¬ 
tion in Uganda. Its salient aspects have 
been covered in the literature on the sub¬ 
ject, as they were in the BBC2 documen¬ 
tary. The ground I want to cover is that 
which is side-stepped in broad generalisa¬ 
tions. To do so. I shall move from the 
general to the particular. 

In this century, the Asian minority in 
.Africa has been sprinkled through several 
countries, but the nature of the Asian 
question is not the same everywhere. The 
main difference has been between settler 
and non-settler colonies. In settler col¬ 
onies, like South Africa or Kenya or 
Alger.j, immigrants from impeiiali.st 
countries monopolised the middleman’s 
function. In non-settler colonies, tike 
Uganda or Tanganyika, this function was 
carried out by immigrants from older col¬ 
onies. While Asians were amongst the vic¬ 
tims of colonial rule in settler colonies, 
this could not be said without qualifica¬ 
tion in a non-settler colony like Uganda 
The Indian experience in colonial Uganda 
was far more contradictory. For, in 


Uganda, the Asian minority included 
both victims and beneficiaries of the col¬ 
onial system. You can see the difference 
if you contrast the relationship of the 
Asian minority to the nationalist move¬ 
ment in South Africa with that in Uganda. 
In South Africa, Asian participation in 
the nationalist movement grew as did the 
movement. In Uganda, that participation 
was limited to a few individuals; on the 
other hand, as the nationalist movement 
grew, amongst its targets were Indian 
traders and ginners. 

The high point of the nationalist move¬ 
ment in Uganda was the peasant uprisings 
and worker strikes of 1945 and 1949. 
Whto the colonial state failed to suppress 
these militarily, it responded with a social 
reform. That reform is what legal scholars 
today call ‘affirmative action”, a state 
policy which singles out for positive treat¬ 
ment those who have been discriminated 
against in the past. Popularly, it was 
known as ‘Africanisation’. To understand 
the trajectory of the Asian question in 
Uganda, we need to draw some lessons 
from the experience of affirmative action. 

Firstly, affirmative action was not in 
favour of a category called citizens, but 
a category called Africans. The reason is 
simple: discrimination had historically 
been practised against Africans, not 
citizens. Secondly, affirmative action 
required that all the institutions of the 
market be qualified. To begin with the 
right to private property was qualified in 
1952, as the colonial government com¬ 
pulsorily acquired ginneries from its Asian 
owners, compensated them, and transfer¬ 
red these to African co-operatives. The 
introduction of affirmative action in the 
civil service required qualifying the opera¬ 
tion of a merit-based system of recruit¬ 
ment, just as its application to licensing 
bus routes or expending state resources 
required qualifying free competition. 

Thirdly, and perhaps most importantly, 
affirmative action was designed to give a 
new lease on life to colonial institutions 
by broadening their extremely narrow 
social base and strengthening their 
legitimacy. Strategically, affirmative ac¬ 
tion was an alternative to a majoritarian 
democratic reform. This will become clear 
if we ask the question: who were the 
beneficiaries, and who the victims, of 
affirmative action? 

Let me begin with a commonplace 
observation. While the victims of histo¬ 
rical discrimination were Africans, the 
beneficiaries of affirmative action were 
certain Africans only. These were the 
minority who ascended the ladders of 
trade, civil service and political office. 
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'Afllnauive action did not diunaotl^tlie 
privities associated with European 
bureaucrats and Asian businessmen; it 
simultaneously broadened and changed 
the composition of the privileged minori¬ 
ty. It actually deepened class differences 
amongst the African oopulation. 

The other side of the equation would 
seem to be the Asian minority, but this 
too was divided into classes. Here, the 
losers of afrirmative aaion were not those 
who had benefited the most from colonial 
discrimination, the Indian capitalists, but 
those who had gained the least from it: 
the salaried and the small propertied. The 
Indian bourgeoisie, on the other hand, 
was in a position to corrupt and cajole 
state bureaucrats using the financial assets 
at its disposal. No wonder that by the 
middle of the 1960s, the Asian bourgeoisie 
had succeeded in shifting the terms of af¬ 
firmative action from ‘Africanisation* to 
‘Ugandanisation*. By virtue of citizenship, 
and local incorporation of companies, it 
was now in a position even to benefit 
from affirmative action! And it was 
following the shift in official policy from 
‘Africanisation' to ‘Ugandanisation’ that 
citizenship became a hot political issue as 
popular opinion, especially amongst 
African petty traders, came to oppose 
granting citizenship to Asian traders. 

My point is that both the benefi¬ 
ciaries and the victims of the shift from 
‘Africanisation' to ‘Ugandanisation* 
included different classes amongst Aslans. 
The historical irony i^ that the Indian 
bourgeoisie profited more from the affir¬ 
mative action programmes of the 1960s 
than did any other group in Ugandan 
society. One can in fact state without any 
exaggeration that, to the extent any group 
in Ugandan society became independent 
in 1962, it was the Asian bourgeoisie! 

By the time of the Amin coup of 1971, 
alTirmative action had turned into a cruel 
joke for the majority population of 
Uganda. The partnership between Asian 
capitalists and African bureaucrats had 
beimme a burning political issue Papular 
feeling ran high against ‘political corrup¬ 
tion’ as it did against ‘Asian exploitation’. 
The ground was rife for. a populist 
demagogiK that would bring to an end tlw 
era of affirmative action, by once again 
shifting its terms from ‘Ugandanisation’ 
to ‘Africanisation’, one limited to aspirant 
capitalists as was the colonial reform of 
1952. That demagogue was Amin, and 
that shift was the Asian expulsion of 1972. 
My point is that Amin executed con¬ 
sistently a policy that the colonial govern¬ 
ment initiated in 1952: affirmative action 


as an antidote to popular pressures for 
democratisation. 

1972: EXKnsiON ANOlTsCoNSLOutNc ts 

Amin spoke the language of na¬ 
tionalism. and this was no empty boast. 
For it was the expulsion of 1972, and not 
the independence of 1962, that brought 
the ftrst significant institutional change in 
Ugandan society as shaped by colonial 
rule. At a stroke, the 1972 expropriation 
sliced off the dome of local privilege that 
had crystallised over decades. With that 
expropriation, Uganda became in popular 
language the land of opportunity for 
its African inhabitants. The popular 
legitimacy of the Amin regime was an¬ 
chored in this single action, in spite of the 
terror it unleashed against its political op¬ 
ponents, a terror that would in time erode 
that same legitimacv. 

And yet, the expropriation of 1972 fail¬ 
ed to lay the basis for capital accumula¬ 
tion. By and large, wealth in post-72 
Uganda was more the result of ‘falling in¬ 
to things’ than investments. As the search 
for windfall gains came to dominate 
Ugandan politics, the moment of glory of 
the Amin regime turned into a tragedy 
that has come to haunt Ugan-.b - with 
every new regime. Not only those with 
property, but even those without it. came 
to ^lieve that you get rich not through 
creating new wealth but through a 
political transfer of already created 
wealth. It is this larger fact, and not any 
biological deficiency of African as oppos¬ 
ed to Asian entrepreneurs, that explains 
why there was little economic develop¬ 
ment in the land of opportunity that 
Amin sought to create. 

In the elaborate system of patronage 
created in the process, the key institution 
was the Custodian Board. As the name 
suggests, it held in custody the properties 
appropriated from expelled Asians. In 
reality, though, every government treated 
Cust^ian Board-held properties like a 
huge pork barrel which the politician of 
the day could dip into and reward his or 
her narrow circle of supporters. There 
were no less than four rounds of distribu¬ 
tions of Custodian Board-held properties 
in the Amin regime. It is a tragedy 
that even the government that came to 
power with the broadest social base in 
post-independence Uganda, the NRM- 
organised broad base, lacked the political 
foresight and courage to address the ques¬ 
tion of ‘Asian properties’ before it was 
tied, hand and foot, with golden chains 
of credit a la Structural Adjustment, 
before a solution was imposed on it from 
without. 


UcANiM Asians: How Exckitional a 
Minority? 

Whatever the historical responsibility 
for the 1972 expulsion, it would seem to 
beg a question: Is not the wrong done to 
Ugandan Asians so exceptional that it re¬ 
quires exceptional recognition by the 
international community? This question, 
too. is best approached through a 
historical analysis. 

Colonial Uganda included three signifi¬ 
cant immigrant minorities: Asians from 
pre-47 India, Jaluos from Kenya and 
Banyaruanda from Rwanda. Each of 
these minorities has been expelled at some 
point in the post-Independence period. 
The first expulsion was not that of the 
roughly 70,000 Asians in 1972, but of the 
roughly 50,000 Jaluos in 1970. The Obote 
II peri^ in the 1980s was punctuated with 
a series of expulsions of Rwandese im¬ 
migrants, numbering in several hundreds 
of thousands. 

Why should what is called the ‘inter¬ 
national community’ these days take 
exceptional interest in only one expulsion^ 
that of 1972? Is it because of the dif¬ 
ference in skin colour? Surely not, for 
Indian trading minorities have been 
expelled in the last few decades from a 
host of Asian countries, ranging from 
Burma to Iraq, creating little more than 
a ripple of concern in the ‘international 
community’. As late as the Gulf War, 
millions of Ynneni immigrants were 
booted out of Saudi Arabia at 48 hours* 
notice, and yet the western media did lit¬ 
tle more than register this fact. 

Or could the explanation be that unlike 
all these cases—the Jaluos and the 
Rwandese in Uganda, the Indians in Iraq 
and Burma, or the Yemenis in Saudi 
Arabia-rthe Uganda Asian expellees were 
not thrown overboard in neighbouring 
countries but were sent scrambling to the 
heartlands of western civilisation? 

Uganda Asians: A Monolithic 
Minority? 

To what extent can we speak of 
‘Uganda Asjans’ today? Few would dis¬ 
agree that the ‘72 expulsion drastically 
changed the very nature of the Asian 
question in Ugandan society, it divided 
the Asian residents of 1972 Uganda into 
three distinct groups, with interests not 
only distinct but also opposed. The first 
were that tiny group of Asians who re¬ 
mained inside Uganda. Tables were now 
turned. Excluded from patronage by the 
simple fact of being Asians, their only 
avenue to wealth was through investment. 
A number of them can today be found 
amongst the ranks of Ugandan capitalists. 
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it is surely an irony of the po$t*l972 
period that it created a multi-racial group 
of African and Asian capitalists in 
Uganda! 

The second group are the vast majority 
of *72 Asians who have now made a new 
home in their countries of adoption. Most 
of them owned no nxed property in 
Uganda. The premises they lived in were 
rented; their source of income was salaried 
employment, as civil servants or private 
employees, teachers or professionals, or 
petty trade which they carried out in 
rented premises. Those who did own fixed 
assets were small proprietors. 1b get some 
idea of the numbers involved, roughly 
2.000 submitted claims to the Uganda 
High Commission after the passage of the 
Expropriated Properties Act in 1982. 
Their assets are too small for them to have 
an interest in repossession. Their interest 
lies in compensation. More importantly, 
though, to this vast majority Uganda is 
a historical memory that must fade as an 
aging generation gives way to those who 
were children in 1972. Their energy is 
devoted to making a home in their land 
of adoption, l-'or this group, repossession 
is a meaningless proposition; their 
interest, if any, lies in compensation. 

Finally, there are those who seek 
repossession. These are the pre-72 owners 
of large-scale property: industrial, com¬ 
mercial and residential. Numerically, they 
constitute a tiny minority. Most estimates 
number them around SO families. And yet. 
it is this small group ^hat has been put 
forth in the media as the 'Uganda Asians' 
who have suffered a great historical wrong 
and to whom justice must be done and 
must be seen to be done. 

Minority demands are neither inherent¬ 
ly legitimate nor necessarily illegitimate. 
Demands that border on privilege cannot 
be confused with a call foi equality of 
treatment. The 1972 expulsion taught me 
one thing: fight for your nghts, but do not 
confuse rights with privilege. For, a quest 
for privilege is always exceptional; it pits 
you against the majority because it can 
only be realised at the expense of the 
majority. But a struggle for rights holds 
prospects of forging links with the 
majority because the very justification of 
a right is that it is generalisable to others. 

The Uganda Asians, like most minori¬ 
ties, have never been a monolithic group. 
While their role in the larger society has 
been shaped by forces often beyond their 
own grasp, this does not mean that they 
have been without .iltcrnativcs. The 
tragedy of pre-72 Uganda Asians was that 
they acquiesced while their common 
interests were defined by a handful of 
proprietors who plac»d their bets on the 


continued inierveniion of Britain to its 
former colony, and not on the struggle for 
self-determination and rights within the 
colony. The tragedy of Uganda Asians of 
today is that yet again their banner has 
been usurped by recession-driven large 
proprietors who seek to gain privileged 
treatment under the protection of yet 
another constellation of external interests. 

If you ate a Ugandan of Asian origin 
living in present day Kampala, as i am, 
you experience this tragedy as a daily 
encounter. Those who study social history 
know that its course is punctuated with 
cataclysmic events, of which Ugandan 
society has had more than its share in 
recent times: expulsions, civil wars, state 
terrorism and killer epidemics. But 
cataclysms also tend to produce their an¬ 
tidotes, no matter how dimly visible thne 
may be on the horizon. The expulsion of 
1972 was a dark cloud that has dominated 
the horizon for those Uganda Asians who 
were its vktims. But for those Asians who 
stayed behind, and for those who returned 
out of individual commitment and 
without foreign guarantees, post-1972 


Uganda held the promise of tworicitig out 
healthier terms of minority-maioriiy 
relations—through common effort and 
common suffering—terms that could 
reconcile minority rights with majority 
aspirations, terms far more humane than 
the legacy that was the colonial period. 
1 dare say that an Asian in the Uganda 
that came out of civil war felt more at 
home than did his or her counterpart 
elsewhere in East Africa, as did a 
Ugandan African feel more in control of 
his or her destiny, for better or for worse 
The tragedy is that that process has 
been cut short,^ for both the minority and 
the mt^rity. You glimpse it as you walk 
through a market, cross a street or get 
caught in a traffic jam, for you fiitit 
yourself the focus of popular attention, 
at times tinged with ho^iUty. And you ate 
uncomfortable, for you know the source 
of that hostility. It springs from a view 
increasingly shared, a view that the BBC2 
documenury put forth so adroitly: that 
a Ugandan Asian is a person who has 
taken leave of dl his senses, ail except one, 
the sense of property. 
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PERSPECTIVES 


Legislation and Housing 

Rudolf C Hetedia 


Law and society are bound together in mutual interaction. 
Nowhere is this interaction more critical than in the area of 
housing. For here justice cannot be reduced to a matter of 
individual rights and the social dimension of the law becomes 
central to our understanding. 


IN 8 moving poem Sam Kobia, a slum 
child marks his years by the destruction 
of his home: “Now I am four demolitions 
old!” He wonders: “Is to be poor a 
crime?” and he longs for “the strength to 
revenge'*. Though he knows: 

It is no lime to cry 

For tonight it is but 

one more of the numerous occasions 

When we sleep in open air 

Like countless other 'squatters’ his family 
has no proteoion, legal or otherwise. 

For this child’s family and countless 
others whose plight is similar what can the 
law and its justice mean when it destroys 
the little chance they have to make a 
securer shelter for such people? Five years 
after the International \bar of Shelter for 
the Homeless, we are still debating a na¬ 
tional housing policy. There are as yet 
some crucial questions justly demanding 
our urgent concern, but not really getting 
the effective attention they deserve. 

The conservative role of law is to 
legitimate and preserve what is regarded 
as just and fair in a society. It is reflec¬ 
tion of the way society is. It sets a frame¬ 
work within which rights are conferred, 
conflicts are mediated, redress is sought, 
aspirations are encouraged. All this makes 
for stability in society. A more activist role 
on the other hand is focused on change, 
on the justice and fair play that ought to 
be. even though it does not obtain as yet. 
And so it sets out a blueprint for reform, 
or even revolution at times. 

Though we see both these loles as com¬ 
plementary, it is necessary to start with 
what is even as we are committed to what 
ought to.be, to preserve what is just even 
while we strive to become more so, to be 
before we can be better. But if the law did 
nothing more than conserve, it might very 
well end up ’legalising’ injustice. For as 
a society changes and the understanding 
of justice deepens, so must the law and 
the justice it otpress. If the formal justice 
of the law is at odds with the substantive 
understanding of justice among the peo¬ 
ple; then the law itself becomes alienating 


and it is perceived as being on the side of 
vested interests. 

But the law cannot institutionalise a 
social reform however desirable, without 
adequate support for it from society. It 
cannot legitimate an understanding of 
justice however noble, that is not suffi¬ 
ciently acceptable among the people at 
large. In such circumstances the law will 
be neither effective nor credible. 

Law and society then are bound 
together in mutual interaction. Nowhere 
is this interaction more critical than in the 
area of housing, ibr here justice cannot 
be simply reduced to a matter of indi¬ 
vidual rights and the social dimension of 
the law becomes central to our understan¬ 
ding. There are three aspects of this larger 
context we elaborate here: the relationship 
of housing to basic needs, to property 
rights and to the direaive principles. 

Housing and Basic Needs 

The right to housing and the concept 
of social justice from which it derives 
must be first and foremost locate^ in the 
area of basic needs, food, shelter and 
clothing. Indeed, these are essential needs, 
sine qua non conditions at the most fun¬ 
damental level of economic subsistence, 
let alone psychological well-being. But 
these are not needs that individuals can 
satisfy singly in society. Our interdepen¬ 
dence demands a social production and 
distribution of these goods and services 
for which the economic and political in¬ 
stitutions of a society must assume 
responsibility. Failure b^nd a point to 
meet these buic needs would leave people 
dying of starvation and exposure. This 
would amount to negation of the right to 
life itself. But then there are lesser degrees 
of failure in this provision that are often 
prevalent in society, resulting in varying 
levels of deprivation, poverty, suffering 
and justice. 

A given society may try but fail to pro¬ 
vide for its people for no lack of good¬ 
will or want of trying. But if one could 
but did not it would hardly be regarded 


as a just and desirable state of things. A 
fortiori, if a minority overconsumed 
resources to deprive the majority a fair 
level of fuirilment of their basic needs it 
can only be the result of a miscarriage or 
a misunderstanding of justice. In the con¬ 
crete we must grant that the minimum 
level of basic needs is socially defined. But 
it is not a static definition. It changes with 
the society’s understanding and pursuit of 
equity and justice. However, since some 
minimum level of satisfaction of basic 
needs is a necessary condition for living, 
we can argue that the extent to which these 
needs are denied is the measure to which 
life itself is negated. 

Now if equality before the law is an 
accepted legal principle, then it must 
guarantee the right to life equally to all. 
Hence the law must correspondingly set 
up a legal framework within which the 
fulfilment of basic needs to all in society 
is guaranteed at least minimally. Or else 
we would have merely a formal equality 
and justice without any substance in it. 
Here it becomes apparent that enacting 
individual rights is i«$ effective than 
facilitating a process within which these 
rights are secured. 

The basic need for food is an apt il¬ 
lustration since this is an area where the 
sociid responsibility to provide has been 
accepted and institutionalised, however in¬ 
adequately, as integral to our understan¬ 
ding of social justice Thus we realise that 
the right to food does little to protect the 
right to life if there is nothing to eat! 
Rather, imposing on the state the statutory 
obligation of opening ‘soup kitchens’ may 
be a more cr^ible and just response, 
albeit an immediate and short-term one 
Organising a green revolution and distri¬ 
buting its produce would be a more viable 
and effective response certainly a more 
enduring and long-term one towards 
social justice 

Reformist legal intervention in such an 
area is surely more the need than a con¬ 
servative one But it is limited by the social 
support it call mobilise in terms of poli¬ 
tical will and economic stability. Fo^ is 
one area where our society has begun to 
face the problem of basic needs seriously 
though there is yet much to be done. Our 
housing situation unfortunately still does 
not arouse in us an adequate response. 
Was it the threat of political instability 
that urged us to act on the food front, and 
will we have to reach the same point with 
regard to housing before we are moved? 
But then we would be treating this mere¬ 
ly as a pragmatic political issue not one 
involving substantive justice as well. 
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As an issue of justice then housing must 
be seen in the context of basic needs as 
critical to living as food and clothing, 
hence bound up with the individual’s right 
to life and demanding an appropriate 
social context for its fuirilment. It is from 
here that a national law on housing must 
derive, if it is to enhody and promote 
substantive and not merely formal justice. 

HOtJSINCi AND PROI'IKI V RIOUTS 

Once we have located the essential basis 
of housing rights in their relationship to 
basic needs, we are in a position to sort 
out apparent conflicts between these and 
other rights particularly private property 
ones. For it must follow that the more 
closely a right derives from basic needs, 
the more necessary it is for life and the 
more fundamental it must therefore be. 

From this perspective then we must 
resolve the conflicts between the need for 
shelter and the right to property, which 
obtain within our legal system. Unfor¬ 
tunately, there is an inversion of priorities 
here and private property is much more 
protected by the law. Social housing is lit¬ 
tle promoted. The claims of private pro- 
pmy and the need for a family shelter ate 
juxtaposed as a conflict of rights in which 
jurisprudence must forge a delicate 
balance within the prevailing legal frame¬ 
work, which it.self is not questioned. In 
fact what we have is really a clash of in¬ 
terest between property owners and shelter 
seekers in which the strung supersede the 
weak and where possession co-opted nine- 
tenths of (he law and more This well il¬ 
lustrates the limits of legal activism and 
the need for political action once these are 
reached. 

However, even within the present system 
where property is still treated as a funda¬ 
mental right a cogent argument can be 
made in favour of shelter needs, l-br if the 
basis of property rights are founded on 
its function in terms of the security and 
well-being of the individual, surely (he 
shelter that makes for a house must be the 
most basic and fundamental kind of pro¬ 
perty deserving of greater protection and 
guarantee them (he kind of private owner¬ 
ship rights that arc stK'ially dysfunctional 
because of the inequitable distribution 
and concentration of power, and of the 
criiipicuous consumption they result in. 
But this would seem to require a change 
in our understanding of the justice that 
underpins property rights and the way 
(hey must be circum.sLril>ed by social 
responsibility. 

For (he legal ficiiuii of equality cannot 
but yield to the political reality of power 
and unless the shelterless mobilise to 
redress this imbalance, the presciii legal 
system is not likely to change in their 


favour. What is required is an understan¬ 
ding of property rights that supports 
rather than undermines social responsi¬ 
bilities. Some think this is not possible 
and so would urge the abolition of private 
property. These aigue that only the socia¬ 
lisation of property would be adequate to 
meet our social responsibilities. This 
would require a totally different legal 
system from the one we have. 

Such a discussion needs serious con¬ 
sideration. Our argument here is that even 
within our present legal system, when tlw 
property ri^ts of a few displace the basic 
needs of the many then they must be res¬ 
tricted and contained or they become un¬ 
just and illegitimate. Only the political 
clout of property owners stalls such a 
judgment. 

Housing and Directive Principles 

Without abrogating our legal system a 
national law on housing must give greater 
priority and legitimacy to shelter not only 
as a basic need, but also as the most fun¬ 
damental of property rights. If shelter is 
a basic need closely connected with life 
and if, moreover, it constitutes the most 
essential kind of property then should not 
the right to life be made into a fundamen¬ 
tal right. Surely it is not less necessary for 
life and well-bdng than some of the other 
rights in this category? 

But the legislation on fundamental 
rights is essentially conservationist. The 
intention of the Constitution seems to be 
to make inviolable at least the minimum 
necessary legal protection for our citizens. 
The more activist understanding of justice 
is incorporated in the directive principles. 
For these represent not so much minimum 
requirements as desired goals. 

The real difFiculty, however, with an ac¬ 
tivist formulation of fundamental rights 
and/or duties is that they are difficult to 
enforce legally through the courts which 
would be over-burdened in the attempt 
and lose both credibility and effectiveness. 
For the rights they would be trying to 
secure do not have sufficient legal viability 
or eiiough social support as yet. And so 
a right that is not justiciable or a value 
that is not enforceable makes little sense 
before the law. The right to work provides 
a good example of the former, the prohibi¬ 
tion law of the latter. 

Surely work is a basic right, since it is 
(he basis of our livelihood without which 
life is not possible. But unless universal 
employment is guaranteed, the right to 
work would be just formal legislation with 
no viable substance. Given our level of 
unemployment how could the courts give 
substantive efficacy to such a right? 
Perhaps this is why the right has not as 
yet found its way into the chapter of fun¬ 


damental righu in our Constitution. 

The prohibition of alcoholic beverages 
is still a directive priiKiple in the Constitu¬ 
tion and it stands for an important 
Candhian value But where it has been 
written into the law it has so little social 
support that it only encourages illegal 
bootlegging on an unacceptably damaging 
scale 

Against this background we would 
aigue that while it may still be premature 
to make housing into a fundamental right 
it is not too early to write unambiguously 
into the directive principles, the state's 
responsibility to provide directly or other¬ 
wise for basic needs like shelter. Certain¬ 
ly by itself this will not be a solution to 
the problem, but hopefully this would 
have at least the minimum statutory ef¬ 
fect of inhibiting the state from preven¬ 
ting people providing shelter for them¬ 
selves when it fails to do so itself. Certrun- 
ly that would be a salutary step away from 
demolishing houses without providing 
alternative accommodation. I^haps if 
housing already had been within the direc¬ 
tive principles at the time, the Supreme 
Court jud^nent on the Bomluqt pavement 
dwellers in 1985 would have been surely 
more favourable to them. 

The sympathy and concern the judges 
expressed for pavement dwellers apart, we 
will try to recall here the legal substance 
of the Supreme Court judgment. The case 
of pavement dweller, the court conceded, 
ie.sts on their right to life which is a 
fundamental one. This right cannot be 
abridged arbitrarily but only due pro¬ 
cess of a just law. Moreover, the right to 
life must include the right to livelihood or 
it would be an empty one Now pavement 
dwellers are forced to subsist on the 
pavements in order to be close to their 
place of work. They are too destitute to 
survive otherwise Hence eviction from 
their dwellings would force a separation 
of the place of residence from their place 
of work, which in their dire straits of 
poverty would amount to a separation 
from their livelihood. This Surely would 
abridge their right to life to the point of 
negating it. 

All this the court conceded. But lest we 
forget pavements are also footpaths. And 
pavement dwellers infringe on the pedest¬ 
rian rights and safety. For the court it is 
these which must prevail even to the point 
of evicting the unfortunate pavement 
dwellers, the coasequences for their liveli¬ 
hood and life, notwithstanding, provided 
of course, it is done in accordance with 
due process, now that the law forbidding 
them to live on the pavements is found to 
be just in this context. In its verdict 
(hen the court allows their eviction but 
recommends alternative accommodation 
for them within the city limits. 
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the petition on behalf of the-pavement 
dwellers of BomiMQr represents a worse 
case scenario, for th^ are the lowest rung 
of the socio-economic ladder in the city, 
the near destitute, near the mar^n of su^ 
sisience, and as such most deserving of the 
law’s protection. However, this was a 
disappointing judgment, for in the ap¬ 
parent clash between the rights of pave¬ 
ment dvirellers and those of footpath 
pedestrians, the court gave priority to the 
latter. 

Clearly the Judges were not taking an 
activist-reformist approach to law. A judg¬ 
ment that would mandate alternate ac¬ 
commodation when people are evicted 
would have been more balanced and just. 
But, perhaps the court felt it would have 
been effectively unenforceable and so ac¬ 
tually undermine the credibility of the 
court itself. Hence it prudently chose a 
more conservative stance Yet the positive 
elements of the judgment can form the 
baseline for further reform in a new na¬ 
tional housing law. Of these three impor¬ 
tant aspects are briefly highlighted here 

In the first place the crucial connection 
between the right to life, the opportunity 
for a livelihood, and one’s place of 
residence has been accepted by the court. 
What is needed now is to establish a more 
cohesive and coherent linkage between 
these so as to be the basis of a law which 
will give housing rights a priority that will 
not be easily superseded. 

Secondly, with the insistence of the 
court on due process all surprise demoli¬ 
tions and wanton destruction, which has 
been a rather prevalent feature of urban 
evictions, are now clearly illegal. This 
makes for some opportunity to organise 
protests against unnecessary eviction 
where pedestrian rights do not warrant 
them, as well as protection for the hapless 
evicted against the police brutality, to 
which they are so often subjected. 

Finally it is critical to realise that the 
court has rather reluctantly allowed the 
eviction of pavement dwellers, while quite 
earnestly recommending alternative ac¬ 
commodation for them, if this is as far 
as legal redress for the shelterless can go, 
then the political agenda must pick up 
from here; to prevent evictions where alter¬ 
native accommodation is not made availa¬ 
ble. After brief skirmishes this has already 
been conceded by the government in prin¬ 
ciple, but it has now to be effectively seen 
through in each concrete instance. 

All these positive points, however, could 
not tilt the judgment to a more reformist 
approach. There may in fact be some 
justification for the more prudent conser¬ 
vatism of these judges. But we feel that 
even within our prevailing legal framework 
they have not gone as .far as they could 


; 
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For itatance they could have investi¬ 
gated the basic reasons for the apparent 
conflict of rights, between pavement 
dwellers and pedrstrians, which they tried 
to resolve: Who is responsible for the 
situations that give rise to such conflicts? 
How can these be handled so that they do 
not arise? It is in answer to such questions 
that a national housing law must be 
sought. The court unfortunately seems to 
have skirted such issues. Was legal 
prudence the better part of judicial 
valour? 

For it is our contention that it is the 
government itself, through commission 
and omission, through neglect and abuse, 
which is responsible for these unnecessary 
and unfortunate contradictions that 
benefit the powerful and exploit the weak 
among 6ur citizens. In a very brief review 
of the pertinent legislation and its imple¬ 
mentations we shall try to establish this. 

Legislation for Housing 

Our purpose here will not be to present 
a detailed expose of the national legisla¬ 
tion on housing but by focusing on the 
urban context in Maharashtra to illustrate 
the legal failure to meet the problem of 
shelter and the issues a new law must ad¬ 
dress. The two areas of legislation perti¬ 
nent to the problem of shelter will be 
briefly outlined here: the legislation on 
town planning and housing. 

The British first introduced urban plan¬ 
ning with thelbwn Planning Act in 1909. 
This intended a more orderly develop¬ 
ment. In a new act in I9S4 the town was 
made the unit of development. This was 
enlarged with the Maharashtra Regional 
Ibwn Planning Act, 1966. Development 
plans were to be prepared following a 
meticulous procedure: some constraints 
were specifi^, the public given opportuni¬ 
ty to register their objectives and the 
govenunent had the authority to make the 
fiiuil modifications. With the overall 
development plan, regional and town 
plans respectively followed a similar pro¬ 
cedure. All these plans are enforceable in 
a court of law. 

But with the government having the 
final say in the drafting and execution of 
the plan, the whole exercise became less 
a matter of professional competence, or 
of public participation, or even legality. 
Rather it is a political facade with high 
pay offs, much patronage and hidden 
manipulation. The development of the 
Backbay Reclamation in south Bombay 
against the recommendation ot the draft 
plan illustrates this very convincingly. 

The second area of legislation concerns 
housing mote directly. Building regula- 
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Municipal Corporation Act as far as 1888 
and some of these are still prevalent. The 
Rent Act of 1947 was to protect tenants 
from inflated rates with the sudden influx 
of people in the city after the partition. 
Housing boards for building repairs and 
reconstruction have been statutorily 
established by legislative acts in 1948 and 
1969. Slum improvement acts have also 
featured, first in 1956 and then in 1971. 
Finally the Maharashtra Housing and 
Development Authority Act, 1976, 
superseded the others and brought under 
one statute all the legislations relating to 
housing, repairs and improvement. The 
same year a National Urban Land (Ceil¬ 
ing and Regulation) Act to acquire excess 
vacant land was passed by parliament. 

Unfortunately, legislation has further 
exaggerated the housing problem because 
so much of it is misconceived, protects 
vested interest, has convenient loopholes 
and/or is inadequately implemented. Thus 
building regulations have pric^ the poor 
out of the legal housing markirt. The old 
tenancy act froze rents and the availability 
of tented accommodation, and conse¬ 
quently favoured only ownership housing. 
This has come to be increasingly beyond 
the means of even the middle classes, 
while an estimated 10,000 luxury flats lie 
vacant for fear that tenancies will become 
irrevocable. 

Housing repair boards are so under¬ 
financed that there are 20,000 dilapidated 
buildings in the city, almost all on the 
verge of collapse: Slum improvement is 
still left to the discretion of the govern¬ 
ment and insecurity of tenure discourages 
the residents from improving their dwell¬ 
ings. The government has acquired only 
a tiny fraction of the excess vacant land, 
it is legally empowered to do, while the 
freeze on available land for building have 
sky-rocketed prices in the city so that in¬ 
creasingly only commercial users can af¬ 
ford the better locations anymore. 

There have, of course, been some 
positive achievement. Som^ slums have 
been improved, site and service schemes 
initiated, the new Rent and Accommoda¬ 
tion Control Aa of 1987 tries to redress 
some of thd imbalances of the old; the 
development of New Bombay has begun 
to take off... But all these together are 
not enough to keep pace with the runaway 
problem housing has come to be, let alone 
turn it around towards a solution in any 
of our cities. Something more drastic 
needs to be done. 

Once it is granted that the root cause 
of the housing problem lies in inadequate 
planning and half-hearted legislation, 
then the agencies responsible for such 
plans and laws must also be held respon¬ 
sible for planning and legislating towards 
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^ sdlution. Hw people jus^o not choose 
to live in sub-human conditions. They are 
forced to do so by circumstances be^nd 
their control and our planners and legis¬ 
lators who have allov^ this to happen 
m^ be held socially responsible for work¬ 
ing out a humane solution. At least they 
cannot be allowed to negate the informal 
remedies people have found for them¬ 
selves until they implement a viable alter¬ 
native Surely these people deserve legal 
security and protection. This is what a 
National Law on Housing must provide 

Against this background, we can now 
set out the principle elements of a new law 
on housing. AWe will attempt to pin-point 
the critical minimum the new legislation 
must cover. How can sututory area plan¬ 
ning be eHectively maintained? What kind 
of protection and promotion for various 
categories of needy people can be credibly 
written into the law? 

First, with regard to planning: urban 
congestion is the result of inadequate 
urban planning. Thie, that unemployment 
in villages causes a flood of migrants to 
the city, but only planned rural develop¬ 
ment can remedy this. However, there is 
no justification for the concentration of 
employment and opportunity in the city 
which ensures a competitive struggle for 
survival that benefits most only the rich 
and powerful. Nothing short of a drastic 
dispersal of development, of both oppor¬ 
tunity and employment, can decongest 
our cities. Unless this is done urban hous¬ 
ing will be an intractable problem for a 
poor country. 

The planning proce.s$ is neither sufFi- 
ciently effective nor participative to do so 
at present. New legislation is required to 
ensure both. For if the pattern of urban 
development is at the root of the housing 
problem, then some statutory requimiwnt 
for more socially responsible urban plan¬ 
ning needs to be legislated. The preven¬ 
ting of new industries of a certain size; the 
location of hazardous and polluting in¬ 
dustries in non-urban areas, the moving 
of government offices to lc.ss-develnped 
towns .. many such measures can be 
mandated by a new law, if only there was 
enough political will and concern to sup¬ 
port them. 

More directly with regard to housing: 
The new law must also prevent a govern¬ 
ment that first fails its people on housing 
from disowning responsibility for its 
failure and further abridging their rights 
by arbitrary demolitions and evictions. 
Granting people justiciable housing rights 
will give them some protection in an area 
of basic need. 

Thus for the homeless who cannot even 
provide a make-shift shelter of their own 
either due to some natural disaster like 
flood or a social one like a riot, or due 


to sheer economic deprivuion, »me 
minimum shelter like transit camps, even 
temporary ones, must be provided ^ the 
new law. 

There are those who do manage to pro¬ 
vide shelter for themselves but are tech¬ 
nically illegal because of the materials 
used or the location occupied. Thus pave¬ 
ment and slum dwellers who have no legal 
protection are in constant threat of demo¬ 
litions and evictions. Some of them are 
not just an inconvenience to others, they 
are in danger themselves, e g, those living 
by roads and railways and other preca¬ 
rious places, or in treacherously unsafe 
houses. For those who must be moved for 
the common good, or their own safety, 
mandatory alternative accommodation 
under the law is more to the point than 
merely allowing evictions. For those 
whose removal is not necessitated by 
either of them, a mandatory upgrading of 
their dwellings is mote in order than 
demolitions. 

For the economically backward weaker 
sections of society, conventional housing 
is affordable only with substantial finan¬ 
cial help, which the scarcity of resources 
does not seem to allow at present. But if 
housing is seen as an investment with a 
multiplier effect on the economy and not 
a welfare consumer item, then such finan¬ 
cial institutions for housing investment 
become feasible. 

Some governmental institutions have 
already been constituted for this, e g, 
HUDCO,. HDFC. But a more viable sav¬ 
ings and loan scheme needs to be statu¬ 
torily constituted to channel more finance 
into housing. The nationalised banks too 
can be legally required to give a certain 
percentage of their loans for housing, as 
was done for rural development under 
prassure from the farmersl lobby. 

Organised industry is another source of 
finance for housing, e g, by legisiating a 
legal requirement for them to provide for 
a ce^n percentage of their employees. 
There is already a 1948 law, the Bombay 
Building (Control Erection Recreation 
and Conservation) Act, requiring housing 
for 40 per cent of the labour for any new 
factory. But this has not been enforced 
because it scares industry away to other 
states. A national law would prevent this. 
Is it beyond the skill of our managers to 
make labour more productive to absorb 
the exti.-. cost this provision for housing 
will involve? Or is their inability really 
their convenience? 

I'he strategy sketched here for the new 
housing law then is two-fold: firstly, to 
make the regional planning more respon¬ 
sive and accountable to people and their 
need for shelter by giving them certain 
housing rights and preventing gross 
regional imbalances: secondly to directly 


enfidd a ntelifnum 

fay fadfiiation, where this cante provided, 
or when this fails, denying the government 
the power to demolish the informal shelter 
people provide for themselves in their 
need, until a viable alternative is offered 

These suggestions for new legislation 
are made in the present social contnt and 
within the prevailing legal system, conser¬ 
ving where necessary, reforming where 
needed, in order to make it more respon¬ 
sive to the demands of substantive justice 
rather than a merely formal one Obvious¬ 
ly, such legal action must go with the cor¬ 
responding economic and, more critically; 
political action as well. However, the sug¬ 
gestions themselves are not entirely new 
or overly radical ones. Many of them have 
been made before by various studies and 
commissions, and most recently reiterated 
by the first interim report of the National 
Commission on Urbanisation just 
released. 

However, though the proposals are 
legally credible and economically feasible, 
political will is still needed to make them 
really effective; For the solution to our 
housing problem cannot be completely 
legislated. Political organisation will have 
to mobilise people to get more effective 
action. 

The Supreme Court judgment on Bom¬ 
bay’s pavement dwellers only reveals the 
constraints under which even the highest 
judicial authority in the land must 
operate; and the consequent limitations of 
a reformist approach within our present 
legal framework. Now broader-baseu 
political action must push back those 
limits and adjust the framework to a 
deeper understanding of justice, one 
which is already gaining acceptance 
among ;he people, especially the poor and 
the shelterless. 

In the meantime possibilities for extra¬ 
legal political action become frightening 
when a legal system alienates the justice 
a people have come to expect and begins 
to demand. The new legislation on hous¬ 
ing proposed here is intended to anticipate 
their just expectations and meet their fair 
demands, rather than wait till our legal 
system is bipught down by extra legal ac¬ 
tion. For when that demolition begins 
there is no telling who will be evicted or 
what will be destroyed. 
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REVIEWS 


Bombay Textile Strike 

Baganim liilpule 

Bombay lextile Strike 1982-83 by H van Wersch; Oxford University Press, 
1992; pp 461, Rs 430. 


THE strike of textile workers in Bombay 
during 1982-83 has few parallels in the 
annals of the trade union movement any¬ 
where in the world considering the 
number of striking workers and the dura¬ 
tion of the strike. \bt, as the blurb of H 
van Wersch’s book rightly observes, it has 
not received as much serious study as one 
would expect from trade union historians 
and sodid scientists. Perhaps the very size 
and duration of the conflict deterred 
scholars from launching upon a deuiled 
exploration of it. Ultimately, it was a 
foreign researcher who undertook the 
daunting task and it is to his credit that 
he has done such a thorough job of it. 

Clearly, van Werch’s motivation in 
undertaking this study was more than 
nKtcly academic. His brok makes it amp¬ 
ly clear that his strong sympathies are on 
the side of the striking workers, presu¬ 
mably on the side of working people 
everywhere His sympathies are also for 
those who fight rather than those who are 
content to follow the path of legal pro¬ 
cedures in pursuing the workers’ cause In 
this sense his is not a neutral, non¬ 
partisan stance. The bfxik makes no ef¬ 
fort to conceal the author’s admiration for 
Datta Samant, the acknowledged sole 
leader of the workers, and for the workers 
themselves who actually waged the strug¬ 
gle. His strong aversion towards the 
Millowners’ Association (MOA), the 
Rashtriya Mill Mazdoor Sangh (RMMS), 
which has enjoyed the right of being the 
sole bargaining agent for ail textile 
workers in Bombay, and for the govern¬ 
ment both in Maharashtra and at the cen¬ 
tre also comes through clearly in his book. 

This is not to say that van Wersch’s 
research is lacking in objectivity and 
rigour or that he has any preconceived 
conclusions to establish through his study, 
in fact, the value of his work is not so 
much in the conclusions he draws as in 
the factual narration of the course of the 
strike, the pulls and counter-pulls which 
influenced this course; the roles played by 
different agencies which were concerned 
with the dispute and the meticulous 
analysis of the interrelations and interlay 
of various interests, economic, trade 
union, political and personal which were 
at stake in the strike 

It is notable that van Wersch in the 
course of his work actually stayeo with 


workers in their chawls in order to esu- 
blish a genuine rapport with them and get 
a feel of the way they live, something not 
many researchers among their own coun¬ 
trymen would-be inclined to da Vet, van 
Vfersch neither gets sentimental about it 
nor crows over it but makes only a passing 
and humorously self-deprecating refeicnce 
to it in his acknowledgegments. 

The scheme of the book is quite simple 
and straightforward, except perhaps the 
last chapter described as ‘overview*. After 
a brief introduction the book presents at 
some length general information about 
the textile industry in Bombay: its growth, 
technology, ttuuk^s, employment, impact 
on it of powerlooms, changes in govern¬ 
ment policies relating to the industry, and 
so on. A detailed narration follows the 
course of the strike itself, presenting in 
two chapters, starting with a depiction of 
the trade union scene in the industry in 
the period preceding the strike, the stra¬ 
tegies follov^ by the various parties con¬ 
cerned with the strike: the representative 
union, the union which actually called 
and led the strike, various other unions in 
the industry, the MOA and the state and 
central governments. Fart I of the book 
closes with a chapter which presents the 
aftermath of the strike: Fart 11 gives case 
studies of five striking workers and sample 
group studies of workers of two different 
mills involved in the strike: the sufferings 
they had to undergo, how they coped with 
them, their attitudes to the strike at its 
various stages, their relations with dif¬ 
ferent textile unions and so on. The book 
closes with an overview which includes, 
besides a discussion at the theoretical level 
of the relations between politics and trade 
unions and roles of outsiders and of 
government in unions and industrial rela¬ 
tions, a fairly long and abstruse discus¬ 
sion of the concepts of ’informal sector’, 
‘labour aristocracy' and ‘class conscious¬ 
ness’. Some metht^ological difneuities, a 
chronology of the main events in the 
strike, topics of discussion and sundar- 
dised questions for interviews with 
workers are included in the book as 
Appendices. 

Despite his painstaking research van 
Vfersch’s understanding of the Indian tex¬ 
tile industry is flawed on some points. He 
seems to have accepted rather uncritically 
the versions given by the strike leaders. 


Otherwise, he would have gone more fully 
into the financial condition of the in¬ 
dustry on the eve of the strike. That the 
industry had been getting increasingly sick 
from the middle 60s, that the number of 
mills closing down had been increasing 
and th&t the mill sector's share in the total 
textile output of India was falling could 
not be gainsaid, whether or not one trusts 
the balance-sheets of the mills, van 
Wersch is also factually wrong when he 
states that . .barely three months passed 
between the submissions of the ICMF to 
the Expert Committee framing the new 
policy and its announcement”. The Expert 
Committee did not frame the new policy. 
That was not its function. It only submit¬ 
ted its report and recommendations to the 
government. As always happens with such 
reports, government accepted some of the 
recommendations and ignored othefs. 

This is not to deny that the new policy 
did, as van Wersch ob.serve.s. meet many 
of the concerns of millowners. But then, 
one of the important objectives of the new 
policy was to mitigate the sickness in the 
mill sector. This objective itself could not 
be faulted. There is also no gainsaying the 
fact that the powerloom sector offered 
stiff and unfair competition to the mill 
sector through stwere exploitation of 
labour and evasion of government levies, 
pilferage of electric power and so on. The 
new policy could not be faulted for what 
it set out to do, for being rather more in 
favour of milk than of powerlooms or for 
trying to mitigate some handicaps of the 
mills such as in the use of fibres. The new 
policy could, indeed, be faulted for what 
it failed to do in the matters of stabilising 
cotton prices or discouraging creation of 
new capacity in the various stages of tex¬ 
tile prc^uction. But van Wsrsch has not 
gone into these omissions, in the event, 
the new policy failed to arrest sickness 
among mills and proliferation of power¬ 
looms. But to attack the new policy not 
on its goals and provisions but because it 
largely concurred with the pleas of the 
mills does not seem verv rational. 

Elsewhere van Wersch asserts, ‘‘it is 
people at the bottom rung of the society, 
i e, with the lowest income, who are still 
predominantly dependent on cotton 
goods”. He also equates ‘‘cloth of accep¬ 
table quality" with .sophisticated cloth and 
further believes that more sophisticated 
cloth "...requires more sophisticated 
(usually automatic) machinery...”. Each 
of these statement is of doubtful validity 
at least in Indian conditions. About M) per 
cent of the large total textile output of 
India is in cotton. Surely, the “bottom 
rung of society” does not absorb this large 
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share. For (he Indian mass market, strength 
and durability define “acceptable quality" 
rather than sophistication and most mills 
do produce Tabrics of acceptable quality 
without having to resort to highly auto¬ 
matic technology. 

In discussing technology constraints of 
(he industry, van Wersch’s understanding 
seems rather superficial and, for a wester¬ 
ner, conventional. He totally ignores (he 
cost aspect of newer technologies which, 
according to several studies, render more 
conventional technologies more cost- 
effective. Besides, in Bombay, the machi¬ 
nery up to and including the spinning 
stage is reasonably modern. In weaving, 
it is indeed older, but the powerloom sec¬ 
tor has flourished with, if anything, even 
older weaving technology. The view'that 
fabrics of acceptable quality cannot be 
produced on the existing technology is 
simply not correct unless one relates ac¬ 
ceptability to only the most affluent 
market segments here and abroad. In fact 
the 30 to 40 per cent annual increase in 
India’s textiles and garment exports over 
the past several years could hardly be 
possible if our textile technology were all 
junk. 

But it will not be fair to judge this work 
oh the basis of this part of the book since 
it does not constitute the core of van 
Wench’s research. Narration of the course 
of the strike proper and analysis of the 
different phases and aspects of it con¬ 
stitute the core and one can find little fault 
with it. 

The genesis and the causal factors for 
the strike are discussed at length. One 
however wishes that one point could have 
received greater attention. The fact that 
a wage agreement signed in the year 1978 
between (he MOA and RMMS was still 
in force at the time of declaration of (he 
strike is recorded. The labour mobilisation 
leading up to that agreement was done by 
non-RMMS unions. These unions did not 
disown that agreement (hough it was sign¬ 
ed by RMMS who alone was competent 
under the BIR Act to sign it. All workers 
had accepted without protest the benefits 
accruing under that agreement. Leaving 
aside ethical considerations, sound in¬ 
dustrial relations, it is generally recognis¬ 
ed, demand that .signatories to a collective 
agreement scrupulously honour it. Ibctile 
workers of Bombay have a six-decade long 
tradition of trade unionism and at least 
the active and conscious elements among 
the workers were certainly not unaware of 
(heir obiigation.s under the subsisting wage 
agreement. The dispute in question did 
not begin as a wage dispute but as a bonus 
dispute The pre-strike nun-RMMS unions 
do not seem to have brought about this 
change from a boniK to a wage dispute. 
How, then, did this change take place and 


at whose initiatiw? If perchance Dana 
Samant had been the signatory to that 
subsisting agreement, what stand would 
he have taken on the question of re¬ 
agitating (he wage issue? 

In evaluating Samant's teadership of (he 
strike van Wersch is admirably balanced. 
He stresses that the strike decision was not 
forced by Samant on the workers but that 
the workers virtually drafted Samant to 
lead them in the hope that he would 
secure for them a wage increase of the 
order he was reputed to have secured for 
other workers under his leadership. It is 
also shown that violence during the strike, 
contrary to popular impressions, was far 
from widespread, although fear of vio¬ 
lence was a cause for some workers’ reluc¬ 
tance to go back to work when the suc¬ 
cess of the strike appeared improbable. 

While van Wersch generally admires Sa¬ 
mant for his courage and dynamism as a 
trade union leader, he does not fail to 
point out more than once that Samant’s 
autocratic style of functioning, his inabili¬ 
ty to assess the mood and morale of the 
striking workers as the strike dragged on 
and on and his refusal to consider possi¬ 
ble strategies to cut the losses of the 
workers when the failure of the strike was 
clearly written on the wall, proved to be 
a liability in the long run. 

A highly interesting part of the book 
is the detailed narration and analysis of 
the behaviour and attitudes of a sample 
of striking workers. By comparison, the 
five individual case studies do not make 
the expeaed impaa on the reader. The in¬ 
dividuals selected for the study are, with 
one exception, drawn from a fairly small 
part of south Maharashtra. It would have 
been better if they'had been better distri¬ 
buted geographically. 

The group sample studies provide more 
interesting material. The sample groups 
themselves are numerically fair-sized. But 
the propriety of drawing these groups 
from only two mills, one of which is 
patently atypical, is not easy to sec. Bar¬ 
ring this, however, the information the 
author presents about the sample groups 
is extensive and detailed; analysis of the 
information is thorough and meaningful. 
Through this sample study van W;rsch 
seeks to find out if there were any dif¬ 
ferences in the attitude towards the strike 
and the strike behaviour of workers with 
different personal backgrounds, between 
workers ol one mill and another, between 
permanent and ‘badli’ workers, workers 
drawing higher and lower wages, woi kers 
who had the opportunity of getting 
sustenance in (heir native villages and 
those who did not, workers staying in 
employer-provided housing and those 
staying elsewhere and myriad other 
variables, perhaps too many to hold the 


reader’s interest. 

An important part of this exploration 
is the question: how did so many 
thousands of workers cope with the eco¬ 
nomic hardship imposed by the strike and 
its aftermath? A large proportion went 
back to their villages and supported 
themselves with agricultural work. A 
rather surprising finding is tliat a great 
many of them found some kind of work, 
mostly in the unorganised sector, work 
which could not compare with their 
regular jobs in the mills in respect of pay 
and fringe benefits or security but which 
provided some means of survival. Still 
others continued in their weaving occupa¬ 
tion but in the powerloom sector, little 
realising that in doing so they were, in 
effect, weakening their own side in the 
struggle. 

Van Wersch is harsh, but not unjustifia¬ 
bly so, on the roles played by the govern¬ 
ment and the RMMS, on the former more 
than on rhe latter. The hostility of MOA 
to the strike was to be expected. Since the 
strike was a direct challenge to the Ipng 
hegemony of the RMMS, its opposition 
to the strike was also natural. But govern¬ 
ment hostility to the strike and indif¬ 
ference to the plight of striking workers 
irks the author who rightly concludes that 
the main concern of the government was 
to save the RMMS. This, incidentally, has 
been the concern of successive govern¬ 
ments since independence and even 
before But even after the long, severe and 
unfruitful ordeal, such of the Bombay tex¬ 
tile workers who did go back to the 
RMMS are seen to have done so only 
reluctantly, only to regain or save their 
jobs, while Samant came out unscathed 
in stature and popularity. 

in the final overview van Wersch goes 
into a conceptual discussion of the ‘infor¬ 
mal sector’, the ‘working class’ and 
‘politics and trade unionisin’. In this 
discussion he refers to a number of earlier 
.scholars’ view* but finds their proposi¬ 
tions wanting- This is because, he con¬ 
cludes in most cases that no sharp lines 
can be drawn distinguishing the different 
categories referred to by these scholars. 
Categories like formal and informal, 
secure and insecure, well paid and low 
paid and so on and the sub-categories 
among each of these are not divided by 
sharp lines. But such sharp distinguishing 
lines cannot be drawn among different 
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ea w gortet hi li>eit^ any <od«l ■cteaoe, 
nor does van Wfench succeed in identiry* 
int any such lines in this study. 

On one point, however, he does make 
a categorical pronouncement: “A non¬ 
political trade union movement may well 
be termed a contradiction in terms*’. While 
one may agree with this view,, a more 
nuanced distinction needs to be made bet¬ 
ween the basic political interests of 
workers to be articulated by trade unions 
on the one hand and trade union organi¬ 
sations being tied to political parties on 
the other. The former kind of trade union 
politics is consistent with, even demands. 


FOOD AND DEVEIX)PMENT modest¬ 
ly claims to be “aimed at the under¬ 
graduate and the interested general 
reader” though in fact it has the research, 
the analysis and the sweep to hold the at¬ 
tention of academics and scholars. The 
critical theme of the volume can best be 
described by the subtitle which addresses 
an issue which continues to remain on the 
forefront of problems for most nations. 

Three things stand out in this work. 
One, the way the author methodically col¬ 
lates a wealth of information on develop¬ 
ment and the politics pf modern trade 
relations and succinctly summarises them. 
Adam Smith and the free market, 
Rostow's modernisation theory and its 
impact on western approachc.s, the 
dependency theory and its treatment by 
neo-Marxists, environmentalism and 
its influence beginning * with David 
Meadows’ model and developing through 
Schumacher and the Brundtiand Com¬ 
mission, feminism and its challenge to 
industriali.sa(ion, hi-tech agriculture and 
green revolution—everything is covered 
with appropriate references to draw a 
complete picture of the plethora of posi¬ 
tions taken today advocates of different 
development models. The theo<etical 
postulates are followed by a summary of 
the criticism that they have invited from 
different quarters. 

Moving deftly through all this maze, 
John Abraham concludes that no one 
school of thought from the west has pro¬ 
vided a satisfactory answer to eradicating 
hunger for all nations and all societies. 
This is not only because of historical 
reasons whereby each state or society finds 
itself surrounded by its own unique pro¬ 
blems but also, and this is central to the 
author’s thesis, because free trade and 


uade union uiuty. The hater; on the other 
hand, has only led to progressive fragmen¬ 
tation of the movement. 

An industrial conflict of this magnitude 
and duration ineviubly raises many issues 
of theory as well as practice on which 
more than one view is possible. One may 
disagree with some of van VWersch’s views 
and formulations. One can hardly dis¬ 
agree, however, about the immense imiue 
of the results of his research into the 
Bombay textile strike: It undoubtedly fill, 
and fills very competently, a glaring gap 
in the chronicle of the trade union move¬ 
ment and labour struggles in India. 


profit cannot be the ultimate driving force 
in eliminating hunger. In a vibrant 
capitalist system food will become one 
more commodity, to be produced, sold 
and distributed by demands of the market 
with little relation to need. This is the 
underpinning to the discussions in this 
book. And the conviction gets to the 
reader. 

This brings us to the second strong 
point of this book—the skill with which 
the author examines the data from hun¬ 
dreds of researches including reports of 
the World Bank, the FAO and other inter¬ 
national agencies. This skill is used to 
build up the central thesis: that as long 
as food is treated as a commodity on the 
international market (even us^ 'as a 
weapon of political pressure), there can¬ 
not be a radical redistribution of food and 
relevant know-how to satisfy the hunger 
of the millions of poor in the third world, 
let us look at a few examples of the way 
John Abraham highlights this thesis in the 
chapter ’’The International Commodifica¬ 
tion of Food'. 

To ensure that poor people have a 
reasonable livelihood trade policies 
Uiilored to their needs are required and one 
of those needs is to escape from pove'^iy. 
Under a free market situation prc^iiction 
is responsive to demand flowing from in¬ 
comes and so is lea.st responsive to the 
needs of low-income groups and coun 
tries. It is difficult to see, therefore, how 
free trade could reverse the third world's 
declining terms of trade except among 
some of the oil-rich countries and tho.se 
that have developed a .socially narrow 
coni|retitive manufacturing base such as 
Taiwan and S Korea (p 120). 

Again, on the World Bank’s concern for 
free inteinational trade the author ques 


tkms the very basis Of the approach of en¬ 
couraging natural advantager. 

Despite its concern for international trade 
the World Bank’s arguments for ‘free 
trade* are based on extremely nationdistic 
assumptions associated with classical 
economists of the nineteenth century. For 
instance; the Netherlands is criticis^ for 
producing vegetables in subsidised 
greenhouses because this discouraged 
Mediterranean countries from exploring 
tlieir ‘natural advantages* in these pro¬ 
ducts. But why .(AiouJd countries only have 
the option of competing by exploiting 
some natural advantages. If we are in¬ 
terested in organising food trade according 
to human need then clearly this com- 
pamlive advantage argument becomes 
redundant and measures of comparative 
need become much more important. The 
difficulty for the World Bank is that a 
direct and deliberate reorganisation of 
trade on the basis of human needs would 
completely undermine the process of food 
commodification for profit (emphasis 
author’s). 

With regard to famines, an important 
theme here, the author finds the causes 
both complex and inconsistent and ap¬ 
pears more influenced by Amartya Sen’s 
entitlement theory which is based on what 
people own within a social framework, 
and tiK food they can obtain in exchange 
Poverty and the collapse of exchange en¬ 
titlement seem to be the most consistent 
factors in the short term as explanation 
of famines. The author also suggests that 
in the present exchange relations, third 
world countries are more vulnetable to 
famines, as trading and investment rela¬ 
tions are designed to meet the demands 
of the dominant profitable‘markets of the 
west. A warning is also sounded on 
ecologically unsound policies which can 
precipitate famine situations in places 
where no relief system or options are 
available. 

As against the capitalist model pro¬ 
moting technology and entrepreneurship 
as propellants of improved forn) produc¬ 
tion, the author argues that though they 
may impiovc food production and con¬ 
sumption, it wx^iild be confined to some 
sections and the traditional food con¬ 
sumers and rural poor may not benefit at 
all. rhis is discussed across several 
chapters winch reveals the limitations of 
the green revolution and the relative suc¬ 
cess of some ‘socialist’ states in satisfy¬ 
ing basic food requirements of the people 
moic equitably. The agrarian reforms 
and .stale interventions in Cuba and 
Nicaragua, in spite of hurdles of a world 
capitalistic economy, have been more suc¬ 
cessful in spheres of basic health, nutri¬ 
tion and empowerment of women than 
similar efforts of other developing coun- 


Towards Eradicating Hunger 

lapioi K Ghosh 

Food and Development: The Political Economy of Hunger and the 
Modern Diet by John Abraham; Kogan Page and WWF-UK. 1991; pp 304. 
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tries. “On bnlancc^’ ^mham writes, “the 
Cuban and Nicaraguan revolutions seem 
to have been progressive in the crucially 
important fields of basic needs for their 
populations. Whilst socialism remains 
elusive some development as opposed to 
underdevelopment has been achieved.” 

Written lucidly in relatively self- 
contained chapters and sub-chapters, the 
book is convenient for the busiest of 
students and researchers. Sections of the 
book including illustrations can be used 
diiealy by students for reference purposes 
without going through the complete 
volume 

Considering the merits of the work it 
does not matter that some of the detail¬ 
ed sections on modern nutrition and diet 
appear at times inconsequential. Nor do 
the few proof errors or the poor quality 
of B/W plates make much difference The' 
author leads the reader inexorably to the 
conclusion. After everything is balanced, 
the technological and infrastructural 


MODERN management for public sector 
undertakings is the watchwoid of the day. 
And if the state Finds itself unable to do 
so, it is now being widely urged upon to 
seriously consider taking two courses of 
action: (1) not starting any fresh under¬ 
takings in the public domain and rely in¬ 
stead on private enterprise, and (2) allow¬ 
ing privatisation of government-owned 
enterprises not performing well under 
public aegis. These options, however, are 
of academic value when it comes to the 
development of major irrigation from 
Indian rivers. Such development under 
private aegis is unthinkable. Therefore, the 
nation has no alternative but to see to it 
that the huge investments poured into sur¬ 
face water-based irrigation works yield 
maximum benefits to the economy in a 
sustained and equitable manner. It is in 
this context that the volume under review 
acquires added significance 
Sundar is a distinguished engineer with 
abiding interest in irrigation issues. In this 
volume is a collection of select papers he 
has written in recent years. The focus in 
these papers is on the basic issues in 
managing public irrigation systems. These 
deserve careful perusal, emerging as they 
do from his varied professional career 
(teaching, and consultancy assignments 
with the Central Water Commission, the 
Narmada Valley Development Authority, 


dewetopment' of the west can be used to 
restructure the aims of society positively. 
“1b eliminate mass hunger, it will be 
necessary”, Abraham concludes “to 
reorganise trading patterns according to 
human needs. It is not only capitalism 
which will have to be undermined in order 
to achieve thi> goal. Patriarchy and the 
pervasive domination of women 1^ men 
within many societies will have to be 
challenged and overcome to avoid 
maiginalisation of women from political 
poweif’ 

It is definitely worthwhile for every stu¬ 
dent of development to go through this 
book at least once, especially in the con¬ 
text of recent momentous events in the 
world. WWF-UK’s collaboration in this 
publication needs to be commended too. 
considering WWPs struggle to oincretise 
some of the expectations from the recent 
Earth Summit to help pave the way to a 
more sustainable and equitable global 
development. 


the World Bank, the Irrigation Depart¬ 
ment of Karnataka Government, etc) and 
a sagacious head. 

The volume contains 28 papers, printed 
in thesis size. These are well titled, the title 
conveying the thrust of the paper in an 
easy, straightforward way that is the 
hallmark of this author*: writings. The 
author does not provide either an in¬ 
troductory overview or a final $um-up 
chapter. So, his main propositions, or 
recommendations for improving public 
irrigation in India, need to be gleaned 
from the separate papers. 

The volume opens with the pertinent 
poser: what can modern management 
techniques do in the absence of commit¬ 
ment to manage? “If half the number of 
positions (in a World Bank-aided project) 
are not filled, techniques do not help. 
What is needed is commitment at the 
highest level to complete the project!’ It 
is indeed such commitment that has lately 
transform-.d the working of public tube- 
well irrigation .system in West Bengal. Vk 
need neither give up further development 
of this mode of irrigation (such a recom¬ 
mendation has emanated from the World 
Bank), nor go in for privatisation of the 
existing public tubcwcils numbering about 
75,000, provided the concerned states 
emulate VWst Bengal in commitment to 
management of their tubewelis. We can¬ 


not igttore the li^ that thdtot 
well suited for the multitude of farmers 
with tiny, fragmented holdings. Thus the 
need of the hour is much more for com¬ 
mitment on the part of the politicians at 
the helm of affairs to the running of all 
public systems (irrigation, transport, 
education, health, etc), than to merely 
take recourse to modern tools of tech¬ 
nological management. The author 
laments: "In a socio-political situation 
where what is legitimate is what one can 
get away with, can there be any concern 
about public system performance? And if 
there is no desire to manage, what can 
management techniques do”? And he 
poignantly concludes: “in the land of 
nudists, what can a washerman do”? 

The second paper in the volume is 
another highly perceptive piece about the 
performance of public systems. To begin 
with. Five principal characteristics com¬ 
mon to all public systems are underlined. 
This is followed a discussion of the 
special charaaeristics of large-scale flow 
irrigation systems, with the following 
observation in passing: “Subsidies in 
irrigation receive much more vociferous 
criticism than substantially higher sub¬ 
sidies given to industries, education of 
elite, urban transportation and such 
others!’ While enunciatins obiectives cen¬ 
tral to the performance of public irriga¬ 
tions he cautions: “A public irrigation 
system is not an instrument for removing 
rural poverty. It is an axiom that any situa¬ 
tion arising out of multiple causes can be 
dealt with only by multiple instruments!’ 
Furthermore, “no irrigation system can 
meet the crop water requirements of all 
the crops grown in a command, since, 
from the point of view of spreading the 
beneFits from the public system, irrigation 
projects have to be extensive”. In view of 
this, is it fair to run down our public 
canals, day in and day out, for crop yields 
being nowhere near either the high pitch 
observed on lands watered intensively 
from one's own well/tubcwell, or those 
promised by our agronomists? llie author 
rightly concludes: “The present situation 
is that neither the various levels of govern¬ 
ment nor the system managements are 
concerned about performance of the 
systems. Otherwise, systems would not 
have been allowed to deteriorate to the 
point that ‘rehabilitation’ is considered as 
a worthwhile topic for research and study’ 

The volume is highly recommended to 
a wide array of readers, ranging from 
beginners .or learners who wish to com¬ 
prehend the problems and complexities of 
a public irrigation system, to irrigation ad¬ 
ministrators and policy planners who have 
to contend with a host of i 'eas/proposals 
for improving the management of public 
irrigation systems. 


On Irrigation Systems 

B D Miawan 

Managing Public Irrigation Systema by A Sundar; Wamana Consultants. 
Hyderabad, 1991; Rs 2S0. 
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SPEOAL ARTICLES 

MacToeGonomic Impact of Public Sector 

Enterprises 

Some Further Evidence 

R 

An analysis of the macroeconomic impact of public sector enterprises (PSEs)for 1960-61 to 1989-90 shows: 
fi) rdativdy little increase in their overall defrat compared to the sharp deterioration of the gross fiscal d^tcit 
and (HI a steep decUne in their Imdgetary dependence. While the PSEs‘ internal resources in financing their in¬ 
vestment increased distinctly, the same for the private corporate sector declined, both converging to simitar levels 
by the end of the SQs. A statistically significant trend increase in the PSEs‘ capacity utilisation is also discernible 
for 1978-79 to 1990-91. These results, strengthening our earlier findings, seem to question the implicit premises 
of the ongoing rtforms of the public enterprise sector in India. 


PUBLIC sector enterprises (PSEs) hive 
been getting a bid press these days. They 
are widely perceived as an important 
reason for the increasing fiscal imbalance 
in recent years and for the widespread, 
and allege^ growing, inefTidencies in the 
non-farm sectors of the economy. A 
gradual reduction in the role of the public 
sedor, especially in the sphere of p^uc- 
tion, is, therefore, widely perceived to be 
an integral element in the policy reform 
to restore sustainable—if lower, but con¬ 
sistent with the economy’s real resour¬ 
ces—economic growth. 

in the oontnt of the recent stabilisation 
efforts and structural adjustment in India, 
the Sutement of Industrial Policy (July 
24,1991) suted: "Public enterprises have 
shwn a very low rate of return on capital 
invested. This has inhibited their ability 
to regenerate themselves in terms of new 
investment as well as in technology. The 
result is that many of the public enter¬ 
prises have become a burden mtim than 
being an asset to the Government" (em¬ 
phasis added). 

The ‘Programme for Structural Reform’ 
submitted to the Interrwtional Monetary 
FOnd (IMF) on November II, 1991 to 
secure its financial assisunce for the 
ongoing reform process stated: 

India’s severely constrained budgetary cir¬ 
cumstances create both the need and op¬ 
portunity for rationalising the scope of 
public sector activity, and for placing 
greater tebance on the private sector for 
resource mobilisation and investment. 
Public enterprises have absorbed large 
amounts of budgetary support for their 
expansion or operations, but in many 
cases they have failed to generate adequate 
returns on the investment of public money 
and contributed agniflcantly to the public 
sector saving gap and fiscal deficit. 
(Reproduced in Reserve Bank of India 
Bulletin, April 1992, p 789, emphasis 
added.) 


Such views seem to be shared by many 
policy advisors as well, in his introduc¬ 
tion to a recently published set of essays 
on the Indian economy, Bimal iaian 
(1992) opined that ’’the public sector has 
become a big drain on the exchequer” 
(emphasis added). 

Considering the significance of these 
pronouncements for the policy reforms in 
India, the underlying premises of the 
aforementioned views warrant a close em¬ 
pirical scrutiny. A preliminary attempt has 
been made in Nagaraj (1991) at discerning 
the long-term trends in the performance 
of PSEs in general and in their resource 
mobilisation in the 80s in particular, 
mainly using National Accounts Statistics 
and Thansactions of Public Sector [CSO 
1983] as tog^her they provide a com¬ 
prehensive and consistent time series since 
1960-61, disaggregated by type of institu¬ 
tion. The institutional categories used are: 
administrative departments (AOs), depart¬ 
mental enterprises (DEs) and non-depart- 
menul enterprises (ND&); NDEs are fur¬ 
ther subdivided into non-departmcntal 
financial enterprises (NDFEs) and non- 
departmental non-financial enterprises 
(NDNFEs).' Our study concerned itself 
with NDNFEs as they include all the non- 
financial PSEs in the economy. Although 
DEs should be strictly included to fully 
capture the production activities of the 
goverrunent, vw have ignored them as they 
form a relatively small and declining pro¬ 
portion of the total public sector. 
Moreover, aggregating them with 
NDNFEs posed some operational dif¬ 
ficulties. NDNFEs, nevertheless, form a 
substantially comprehensive category as 
they include not only the PSEs owned and 
managed by the central government but 
also those of other (administrative) levels 
of the Indian union which are quantiu- 
tively significant, such as the state elec¬ 
tricity boards and road transport corpora¬ 


tions. Our study showed, among other 
things, that: 

(1) While the share of the public sector in 
financing the sector’s espenditure and 
investment declined since the mid-TOi 
(and there was hence an iiKieasingly 
greater recourse to debt), the contribu¬ 
tion of NDEs to public saving has steadi¬ 
ly increased. The problem of growing 
fiscal imbalance, therefore appears to be 
on Account of the growing expenditure 
and subsidies of the AOs and not on ac¬ 
count of the publicly owned enterprisei, 
ignoring the DEs. 

(2) Reversing the trend of about a decade 
ending in the late 7Qs, operating surplus 
as a proportion of value added in NI^ 
and the share of NDNFEs in gross 
domestic saving and their internal 
resource as a proportion of their gross 
domestic capital formation have increas¬ 
ed steadily in the 80s. although from a 
very low level. 

(3) The observed improvemenu in resource 
generation and profitability appear to 
hold even after excluding the contribu¬ 
tions of NDFEs and the petroleum 
sector. 

Admittedly, our earlier exercise hu 
some limitations. It could not reject tte 
hypothesis that the growing fiscal im¬ 
balance could be due to the increasing 
deficit of thcfbublic enterprise sector,* or 
trace its financial burden on the budget. 
Moreover, the study did not isolate the 
contributions of (i) increases in adminis¬ 
tered prices and (ii) improvements, if any, 
in resource utilisation to the observed up¬ 
turn in NDNFEs’ resource mobilisation 
in the 80s. 

Continuing our enquiry, this note at¬ 
tempts to address the following questions, 
using more or less the same dau sources: 
(I) Has the deficit of the public enterprise 
sector increased over the years? If yes, 
does it account solely or predominantly 
for the growing gross fisc^ deficit? 
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Figure 1: Puuic Emeftntm MEtnokiiencrr 
PER CEm' OF GDPmp 



Sourer. CSO (1983), NAS (various issues). Public Finance (various issues). 


(2) Has the financial burden of the 
NDNFEs on the budget increased over the 
years? 

(3) Is the internal resource generation of 
NDNFEs lower than that of the private 
corporate sector in recent years? Has the 
trend for the former declined while that 
of the latter increased? 

(4) is the observed improvement in resource 
generation in the 80s entirely on account 
of increases in administered prices? 

I 

Although concern over the PSEs* alli¬ 
ed poor financial performance has been 
growing, not many serious efforts seem to 
have been made to qiuuitify and assess the 
PSEs’ contribution to the deteriorating 
macroeconomic and fiscal imbalances. 
The International Monetary Fund’s at- 
tanpt (Short 1984] to grapple with the 
problem is, to our knowledge, a major ef¬ 
fort to nil the analytical and empirical 
gap. In this study. Short estimated the 
broad dimensions of the size, role and im¬ 
pact of PSEs for selected years to arrive 
at a significant conclusion that their grow¬ 
ing deficit forms an important reason for 
the stabilisation problems of a large 
number of countries.' While the 
generalisation, based on estimates for 
selected years could be questioned for lack 
of required empirical rigour. Short’s 
methodology appears useful for a more 
careful enquiry, ‘nicreforc, using some of 
his measures, this study traces the macro¬ 
economic impact of PSEs in India. 
Besides providing evidence on the Indian 
experience, this attempt could also enable 
assessment of the validiiy of Short’s 
generalisation with time-series data, albeit 
limited to one country. 


Overall Deficits of PSEs: These are 
defined as “the difference b e t wee n (I) cur¬ 
rent plus capiul expenditure; and (2) 
revenue plus receipts of current transfers 
and of non-governmental capital trans¬ 
fers. Government capital tiansfcrs are also 
conventionally included in receipts in 
defining the overall deficit’’ [Short 1984; 
144].* Figure I shows the trends in (i) the 
combined gross fiscal deficit of central 
and suite governments in India and (ii) the 
overall deficit of the public enterprise sec¬ 
tor as a proportion of the gross domestic 
product at current market prices for the 
period 1960-61 to 1989-90.’ The figure 
suggests, ignoring the observation for 
1973-74, a secular deterioration in the 
fiscal deficit, with some fluctuation from 
(- )4.3 per cent in 1969-70 to over (-)IO 
per cent in the latter half of the 80s. 
Although the overall deficit of PSEs has 
also deteriorated from (-)1.4 per cent in 
1972-73 to (-)3.7 per cent in 1986-87, the 
trend in it is significantly less sharp than 
that of the fiscal deficit, as reflected in the 
sharply widening gap between the two 
curves. Moreover, a distinct reduction in 
the PSEs' overall deficit is discernible 
since 1987-88, taking its level back to that 
during the early 70s. The viably diveigent 
trends in the two series would seem to 
indicate that the growing fiscal deficit is 
perhaps not attribuuble to the overall 
deficit of the public enterprise sector.*. 

Admittedly, the forqtoing finding does 
not take into account revenue from the oil 
account. To the extent it represents a 
macroeconomic measure of taxation, 
PSEs’ deficits arc understated. However, 
as shown in our earlier exercise (Nagaraj 
1991], prufiubility of PSEs, even ex¬ 
cluding the oil sector, showed a distinct 
improvement in the 80s. Hence, there is 


a rcaaonabte baiiis to tnj^ Ami 
deficit of the public enterprise sector b not 
a reason for the observed detoioration of 
the fiscal deficit of the economy. This 
seems to be consistent with our earlier 
finding (Nagaraj 1991] that the 
deteriorating fiscal deficit is mainly on ac¬ 
count of ADs’ declining saving which has 
turned negative since the mid-80s, rather 
than on account of the alleged decline in 
surplus generation of the enterprise sector. 

'Budgetary Burden' of PSEs: Another 
indicator to assess PSEs’ macroeconomic 
impact is their ‘budgeury burden’, as 
defined by Short to be the government’s 
contribution of equity capit al and loans, 
net of dividend and interest payment.' 
As it is not possible to net out divi¬ 
dend payment and repi^ment of loans 
due to inadequate disaggregation, our 
estimates overstate their ‘burden’ on the 
budget to that extent. However, the tax- 
free bonds floated by some PSEs since 
1986-87 have increased the burden to the 
extent of the tax revenue foregone. But 
since the tax revenue foregone cannot be 
estimated we have provided a variant of 
the budgetary burden in which the tax-free 
bonds are equated with government loans, 
although, such an adjustment further 
overstates the budgetary burden. 

Figure 2 ((i) and (ii)] traces PSEs’ 
budgetary burden measured as equity 
capital, loans and net capital transfers to 
NDNFEs as a proportion of (i) GDP at 
current market prices and (ii) gross 
expenditure* of NDNFEs. for the period 
1960-6d to 1989-90. Budgetary burden as 
a proportion of GDP increas^ from 1.4 
per cent in 1972-73 to 3.S per cent in 
1977-78 and fluctuated around that level 
for about a decade. However, a sharp fall 
in it is discernible since 1986-87 after 
reaching 3.7 per cent, bringing it back to 
the levet attained in the early 70s. The 
budgetary burden as a proportion of the 
gross expenditure of NDNFEs has steadily 
declined from about 34 per cent in 1961-62 
to less than 7 per cent in 1989-90. The in¬ 
clusion of tax-free bonds as loans from 
the government in both the measures of 
budgetary burden, although it exaggerates 
the PSEs’ budgetary dependence, does not 
affect the above trend materially. The 
estimates would have been further lower 
if PSEs’ dividend payments and repay¬ 
ments of loans were uken into account. 
The evidence suggests, contrary to the 
widely held opinion, a sharp decline in 
budgetary support for the PSEs’ expen¬ 
diture and hence their burden on the 
government. Even as a proportion of 
GDP, a sharp fall in the burden in the 
latter half of the 80s is undeniable. 

Self-Financing Ratio' Wt have shown 
earlier (Nagaraj 1991] that this ratio- 
defined as gross saving of NDNFEs as a 
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Sounr. CSO (1983X NAS (varioiu iwia). 


Figure 2.9; BuDonAinr Bumibn on PSBs as Per Cent of PSEs* 
C>u»s Expenditveb 



- Withoutboodi Withbonds 

&Nin»: CSO 0983). NAS (wioui imm). 

FlOURE 3: SHARE OF INTERNAL RESOURCES IN PUBLIC AND PRIVME 



NDNF entopriict - Priviie corpontc Mctor 

Sounr. CSO 0983), NAS (virioui inuei), RBI Bulktin (varioiu bniei). 


proportion of thdr gross c^litRl formiR- 
tion at current prices—has improved 
distinctly in the SOs, thus reducing 
NDNFEs’ dependence on the government 
for Hnancing their growth. Rgure 3 com¬ 
pares self-finandng ratios for NDNFEs 
and private corporate sector* for the 
period 1960-61 to 1988-89. While the ratio 
for the' public enterprise sector shows 
generally an upward trend, especially in 
the 80s, almost the obverse seeiiu discer¬ 
nible for the private corporate sector, with 
the two ratios converging to more or less 
similar levels of around 40 per cent 
towards the end of the decade"* This Hn- 
ding seems to question the basis for the 
commitment given to the IMF for placing 
greater reliance on the priimte corporate 
sector for mobilising resources for in¬ 
dustrial growth, as evident from the of- 
ficial memorandum quoted earlier." 

Thends in Capacity UtUmtkm in PSEr. 
Highlighting the significant improvement 
in surplus generation in the 80s, our 
earlia study (Nagaraj 1991] admitted its 
inability, due to the limitations of the 
dau. to ascertain if any part of it was at- 
tribuuble to improvement in resource use. 
As is widely known, camtal or total factor 
productivity measurements have numerous 
conceptual, methodological and eminrical 
probes [Griliches 1987]. As a measure 
of opmtional paformanoe, we have corn- 
put^ a weight^ average in^ of capacity 
utilisation of 14 central public sector 
enterprises, accounting for about 55 per 
cent of this subset of PSEs’ capital 
employed and value added in 199(L9I. IWo 
variants of the index are computed by tak¬ 
ing as weights their shares in (i) capital 
employed and (ii) in value added. The 
results suggest a statistically signifleant 
trend growth rate of over 1 per cent per 
annum in capacity utilisation over the 
period 1979-80 and 1990-91 (Figures 4.1 
and 4.2)'* Hence (he hypothesis that the 
observed improvement in resource genera¬ 
tion in the SOs is entirely on account of 
increases in administered prices can be re¬ 
jected. Better operational performance 
has also contributed to the increase in 
resource generation. 

II 

The foregoing evidence seem to be 
significant in many respeas. Highlighting 
the merits of time scries analysis, our find¬ 
ings question Short’s generalisation, based 
on a cross-country comparison for selec¬ 
ted years, of deteriorating PSEs’ deficits 
as a principal cause of the stabilisation 
problems in a number of developing 
countries. 

The main findings of this study, in 
terms of the questions posed at the ban¬ 
ning, can be summarised as follows: 
Although the overall deficit of PSEs has 
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Figure 4.2: Index of Cafacity Utilisation 
(Weighted by value added) 
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increased marginally over two decadesi the 
increase seems insignincani compared to 
the sharp deterioration in the gross fiscal 
deficit. The widening gap between the two 
suggests that the deterioration in gross 
fiscal deficit is not on account for the 
overall deficit of the enterprise sector. The 
budgetary burden of the PSEs measured 
as a proportion of (a) GDP at current 
markM prices shows a definite decline 
since the mid-80s, and (b) PSEs’ current 
and capiul expenditure shows a secular 
decline from about 34 per cent in I%l-62 
to 7 per cent in 1989-90. While the share 
of internal resource generation in financ¬ 
ing investment in PSEs has increased in 
the 80s, the same for the private corporate 
sector has declined, both converging to 
around 40 per cent by the end of the 80s. 
A statistically significant improvement in 
capacity utilisation, during 1978-79 and 
1990-91, is discernible which would partly 
account for the observed improvement in 
resource mobilisation of PS^ besides the 
increases in administered prices. 

These results seem seriously to question 
the underlying premises of the current 
policy reforms with their overwhelming 
emphasis on diluting public ownership. 
Moreover, such a stance cannot be justi¬ 
fied on analytical considerations either, 
since a priori economic theory docs not 
postulate a positive association between 
nature of ownership and performance.” 

Notes 

[Along with the usual disclaimcn, I would like 
to thank Kirii S Ririkh. Y K Ramachandnui, 
Bernard D'Melhx Madhura Swaminathan and 
Raieev Gupta for their comments and for their 
help in writing this paper.) 

1 For the definitions of these categories see 
CSO (1989) and Nagaraj (1990). 

2 In this study terms PSEs, NDNFEs, public 
enterprise sector and publicly-owned enter¬ 
prises are used synonymously. 

3 ‘Ri quote Short (I9S4: l80-gl); "It is clear 
that the overall deficiis of public enterprises 
arc eitremely large in many countries. As 
a result, public enterprises make sizeable 
demands on governments, bank credit and 
foreign borrowing. The precise effects of 
these demands will vary from country to 
country depending on economic circum¬ 
stances. However, their large size strongly 
suggests that, in many developing cauntrics, 
public enterprises have been a mgjor cause 
of stabilisation problems and. as a result, 
tune contributed significantly to inflation 
and balance of payments difficulties... As 
a consequence, measures to reduce the 
overall rfefkits of public enierprisa may 
often be particularly appropriate for coun¬ 
tries facing stabilisation problems.” 

4 This measure is arrived at, using the NAS, 
in the following manner: Oveimll deficit > 
(total revenue - total eipenditutc)/GDPmp 
at current prices. Ibtal revenue is gross 
output'fnei cunen* tiansfm -r net property 


Source. Public Enterprise Surveys. 

incame -i- all loans esduding those from 
governmeni -f net capital tmnsfer); and 
total cxpendiiuie is intermediate consump¬ 
tion -f compensation to employees -t- (in- 
diiect uuies-subsidict) -f direct taxes -i- 
graaimcstmenl t net acquisition of finan¬ 
cial assets. 

5 Gross fiscal defidi is defiiicd as excess of 
total government expenditure over revenue 
receipts-md grams as a propoetkm of GDP 
ai current marlwt prices. As u relatively 
comprehensive measure we have used con¬ 
solidated accounts of the centre and the 
suites and union territories rather than thui 
of merely the central governmeni, as is 
widely done. For justifkaiirm, see Blejer 
and Cheasiy (1991). 

6 The documentation of the overall rlcficii of 
PSEs should not be construed a.s ils jusli- 
ficaiion, even if it has not increased 
significantly over the long period. Such a 


justiflcttioii, if any; should be based on the 
impact of the deficii on the economy's 
efndency of resource use and social 
well-being. 

7 However, as Short admits, this is incompkie 
since it ignores the tax revenue collected 
from PSEs on the one hand and subsidised 
credit provided by governmeni financial in- 
stiiutioiH and purchase preference given to 
PSEs. As there are difficull to quantify. 
Short restricts his csiimate to the measura¬ 
ble aspects of the budgetary burden. 

8 Gross expenditure is ilcfincd as sum of 
imermediaie consumption, compensation 
to employees and gross investments of 
NDNFEs. 

9 The internal resources of private corporate 
sector are defined as retained earning plus 
depreciation. 

10 This result, based on a long time series 
analysis, questions the World Bank’s (1988) 
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nmUiigi of « higiier iMerml icMwoe 
fencfuioa by the private corporate lector 
baled on the average for the fim five-year 
period of the MK lb ooote the report: **1110 
wingjperfonnaiioe of CPEi, which financ¬ 
ed only 26 per cent of their investmenli 
fiom internal reKMiices during 1980-85, hai 
been lubsumially lower than that of the 
private corporate lector, where internal 
resources Hnanced 35 per cent of in¬ 
vestments on the average during the same 
period" (World Bank 1988: 2]. 

11 Perhaps the declining self-ruiancing ratio in 
the private corporate sector is relaied to the 
increaiing share of dividends as a propor¬ 
tion of iHDfii before tax. which hai gone 
up firan 19.4 per cent in 1980411 to 27.5 per 
cent in 1987-88 (RBI 1990]. This observa¬ 
tion is tentative; subject to closer scrutiny. 

12 The estimated trend equations are as 
follows: 

Log Y, ° IJ9+0.007t R>>0.4I.N«I3 
(0.0025) 1-2.77 

Log Y2-IJ8+04l06t R*-0.34, N-13 

(OJOQ26) t-2.38. 

where Y, is the weighted average capacity 
utilisation of 14 central gewemment PSEs 
accounting for 35 per cent of capiia) 
employed: and Yj it the same with weights 
being value added. The cttimaied coeffi- 
cienis of V in both the equations are 
statistically rignificant at 95 per cent con¬ 
fidence le^. 

13 A growing analytical literature questkms the 
widely poshed positive relaiionship between 
ownership and performance; Sm Vickers 
and Ykrrm (1991) and Estrin and Perotin 
(1991). Aiguing against premature obi¬ 
tuaries of market socialism, Bardhan and 
Roemer(l992:101-2) n^: "Our daim is that 
competitive markets are neceiHuy to achieve 
an efficient and vigorous economy; but that 
hill-scale private owneahip it not necessary 
for the successful operation of competition 
and markets. Contrary to popular impres¬ 
sion, this claim has not yet bm disproved 
by ehber history or eormomic theory Even 
in management literature one doa not find 
any analytical support for the alleged 
superior effiaency of private ownerthipi 
Reviesring II studies on privatisatkm, 
Goodman and Loveman (IMI: 38) con¬ 
clude: "Ownership of a good or sovice it 
fisr km importam than the dynamict of the 
market or institutions that produce it~. Ac¬ 
countability and consonance with the 
pribHdS faMeicst should be the guiding lights. 
They will be found where competition and 
otgsinisational mechanism ensure that 
managen do what, we; the owners, want 
them to da" 
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INDIA’S LEADER IN ENVIRONMENTAL ENGINEERING 



It all began in 1987 when the Western India Group raallasd the need for an organised approach to deal with pollution 
caused by industrial effluents. Selecting the world leading technology of Paques B.V. of Netherlands, Western Paquea (I) Ud. was 
promoted. Today, a mere four years later Western Paques spearheads India’s efforts in Environmental Engineering. It has 
successfully implemented various pollution control projects for a number of industries such as paper, petrochamical, food, augar 
and distillery which discharge Industrial wastes. Working towards the goal of preventing the effacta of environmental poiiilion. 

W 

WESTERN- PMIfES 

WESTERN PAOOES 'INDIAI LIMITED 
Sum HouM, gTVi. Bhanmiia' insttuic Road. PumMt i OW 
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The Tamil Migration Cycle, 1830-1950 

ChriMophc Z Guilmoto 

Tamil migration abroad was the largest regional component of Indian emigration during the colonial era. More 
than 1.5 million ethnic Tamils from south India were enumerated in 1931 in other (mainly British} colonies where 
they had poured in during the previous one hundred years. A typical feature oj Tamil emigration was the ‘kanganT 
system in which labour recruitment from India and supervision on the plantations were in the hands of Tamil 
headmen. 

Tamil workers were sent mainly to the newly developed plahtations, but they were also active in the urban 
economy. Ceylon, Malaya and Burma were the main recipient countries of Tamil labour. Other colonies (including 
French ones) received only several thousands of workers. After independence former colonies with strong local 
pressure groups tried and got rid of what they saw as disturbing legacy of the British period. 

In this paper an attempt is made to interpret migration processes in terms of migratory cycle. The cycle of 
migration streams is divided into three phases: perfect regulation, growing independence, government-controlled 
termination. These stages of the cycle correspond to the progressive constitution of a permanent migrant com¬ 
munity in receiving countries. Such a pattern can help analyse other examples of international labour migration 
in the contemporary situation. 


tNTROOUC'1 lUN 

INTERNATIONAL labour transfers are 
often considered a recent phenomenon, 
typical of modern capitalist economies, 
distinct from earlier waves of population 
movement converging particularly on the 
Americas. Yet there has been a long 
history of labour migrations in Asia and 
numerous examples occurred involving 
Chinese or Indian populations from the 
I9th century onwards,.The aim of this 
paper is in fact to retrace the history of 
the migrations which affected an area of 
south India whose inhabitants scattered 
all around the Indian Ocean. This region. 
Tamil Nadu,' did not wait for the 
population exchanges of recent develop¬ 
ment to enlarge its migration field: under 
the aegis of the British colonial rule, 
overseas emigration became very wide¬ 
spread from the middle of the last cen¬ 
tury onwards: and the international ex¬ 
odus from this area was probably both 
more intensive and more long-lasting than 
from any other part of the Indian sub¬ 
continent. Although the political linking 
of a disparate collection of countries 
under the colonial system did not com¬ 
pletely abolish the historical and 
geographical distances which separated 
the various colonies, it did reduce them 
considerably and thus created favourable 
conditions for large-scale redistributions 
of population. Among the available 
resources. Ibmil labour was the first to be 
exported, and it is worth emphasising that 
the internationalisation of this aspect of 
the demographic regime started even 
shortly before complete integration of the 
regional economy into the world-system, 
which dates rather from the introduction 
of export-oriented agriculture and the end 
of the last century.* 


Migrations and Coloniai. Era 

In statistical terms, little is known about 
migration in pre-colonial India; but the 
geographical distribution of various com¬ 
munities such as linguistic groups or sub¬ 
castes gives a good indication of the scale 
of permanent migration within the Indian 
sub-continent. As far as the Thmil area is 
concerned, the sociological composition 
of the population from the last century 
onward gives a picture of a strong influx 
of immigrants, with a significant implan¬ 
tation of Telugu populations from Andhra 
Pradesh, as well as smaller communities 
originating in Kerala, Maharashtra and 
even distant Gujarat. Inversely, dispersion 
of the Tamil population outside its historic 
region was very insignificant, except in 
border areas such as Kerala. The sole ex¬ 
ception to this rule was the Ikmil colonisa¬ 
tion of the north and east of the island 
of Sri Lanka, which took place long 
before the first European incursions into 
the Indian Ocean (see table). Thmil com¬ 
munities elsewhere; such as the merchants 
from the Coromandel coast whom the 
Portuguese encountered in Malacca in the 
16th century, or slaves exported to south¬ 
east Asia, hardly constitute significant ex¬ 
amples of Tamil emigration.* 

The establishment of British control 
over the Indian sub-continent by the 
beginning of the i9th century gave an ex¬ 
traordinary stimulation and i^irecti\-n to 
the exchange networks, and cheap labour 
was one of the first raw materials to be 
exported from India by the British. The 
British colonial area provided the privileg¬ 
ed frarneworK for these moveineni, linking 
India to other colonies in the Indian 
Ocean, bui also to other more disiani 
lands (Melanesia, the Caribbean) and lo 
other European colonies. During the early 


decades of the I9ih century, while Great 
Britain was establishing its supremacy in 
international exchanges, slavery was being 
progressively limited in the empire, until 
finally in 1843 all slaves were freed. The 
lack of the slave labour which the British 
had installed on the tropical plantations 
(producing sugar, coffee, tobac^ bananas, 
tea, ...) quickly made itself felt, and in¬ 
ternational migrations of free labourers 
replaced the recruitment of slaves. Coun¬ 
tries whose economy had depended on the 
cotinuous importation of slaves found 
other sources of labour supply within a 
few decades.* .South India, b^use of its 
favourable geographic position and the 
importance of its colonial ports, was to 
take on a very special significance within 
this new sy.stem. 

In Sri Lanka, the first immigrants ar¬ 
rived towards the end of the 1820s, and 
their numbers increased in the course of 
the following decade Considered as ‘in¬ 
dentured labour’ (labourers bound by a 
contract which it was almost impossible 
for them to withdraw from), these immi¬ 
grants were subject to a quasi-military 
regimentation, which was later replaced 
by the ‘kangani’ system, a.more flexible 
arrangement. Recruitment for Malaya 
began at almost the same time, dating 
from the 1830s. .Migrations to Mauritius 
started equally early and very quickly 
drained off several thousand Tamils (as 
well as immigrants from Bombay). During 
the two subsequent decades the streams 
of migration spread to the French Mas- 
t-areignes (after the abolition of slavery in 
the French colonies in 1848), and to the 
colony of Natal in South Africa, where 
however most Indians originated from the 
Bombay presidency. There was less Ihmil 
participation in emigration to the Antilles 
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■ltd Fiji; but the French, who controlled 
trading ports in the Ihmil area (Pon¬ 
dicherry and Karaikal) consequently im¬ 
ported a number of Tamils to Martinique, 
Guadeloupe and Reunion.' Almost all of 
these migrations were controlled by 
numerous limiting regulations, but the 
Indian government gradually yielded to 
the pressure of demand from planters in 
other colonies and liberalised the process 
of migration. From the time of the first 
census in 1871, most of these migratory 
flows became of marginal importance to 
the Tamil population, apart from those to 
Sri Lanka and to the Malacca Straits col¬ 
onies (the Malaysian peninsula and Singa¬ 
pore). Later movements to Burma (Myan¬ 
mar) followed the progress of colonial 
conquest into the Burmese hinterland and 
the consequent penetration of capitalism. 
The latest target of emigration was doubt¬ 
less Fiji in the period before the first world 
war.* Th,e table summari.ses estimates of 
the Tamil population at (he different cen¬ 
sus dates l^rom 1871 to 1981 in these three 
former crown colonies, which garnered 
the immense majority of Tamil immi¬ 
grants. Also included are more recent 
figures, from 1981, in order to give an idea 
of how the communities which developed 
as a result of immigration went on evolv¬ 
ing long after the mass migrations had 
come to an cnd. 

The Table brings together various census 
statistics pertaining to Tamil expatriates; 
indigenous communities, such as the 
Tamils of northern Ceylon, are naturally 
not included in them. The last line of the 
table summarises the development of the 
emigrant population during the second 
half of the colonial period. Its demo¬ 
graphic weight was already significant in 
1871. (he date of the first censuses taken 
in (he colonies; at that time the emigrant 
population represemed 1.5 per cent of that 
of the Tamil territory in India—about two 
years of regional demographic growth in 
the average conditions of the period. In 


the course of the la.st century, the size of 
the overseas Tamil population fluctuated 
as a direct function of migratory move¬ 
ments; the immigrant populations were 
not settled, with many individuals retur¬ 
ning regularly to (heir own country to be 
replaced by new arrivals, and the sex 
distribution was very unbalanced. But the 
Tamil population did gradually settle 
overseas and a true diaspora developed. 
Families formed, and there was an ever- 
increasing proportion of women among 
the migrants. The internal growth of the 
emigrant population then became signifi¬ 
cant, and the percentage of individuals 
born in the Madras Presidency decreased 
rapidly in favour of a ‘second generation’ 
made of locally-born Tamils; after the se¬ 
cond world war. immigrants as such con¬ 
stituted less than half of the ethnically 
Tamil population, the remainder having 
been born localljf. From this time on, 
migratory exchanges diminished greatly, 
with the exception of movements of 
populations expelled from Sri Lanka and 
Burma. In 1981 the population of the 
Tamil diaspora could be estimated at 4.3 
per cent of the population oflhmil Nadu, 
a proportion which has become slightly 
lower since independence because of ex¬ 
pulsions to India. In the absence of 
regular and reliable statisitcal series, we 
have not mentioned the figures for peo¬ 
ple of Tamil origin recorded elsewhere, 
even though they may number more than 
l.OO.CXX) individuals, as in Reunion (1987 
estimate). 

The size and direction of migration 
flows at different periods are the complex 
outcome of the action of three factors: the 
availability and the demand for labour on 
one hand, and the other, the institutional 
conditions (political or social) which per¬ 
mit such migrations. Analysis in terms of 
attracting and repelling factors (puli and 
push) makes it possible to distinguish dif¬ 
ferent periods in the history of migratory 
exchanges. The classic illustrations of the 


effects of these factors are the departures 
precipitated by demographic crises in 
South India (1847. 1919 and especially 
1876-77), and the returns or repatriations 
of 1930-32, as a consequence of changing 
circumstances (see Figure). Yet it is dif¬ 
ficult to separate these factors; we cannot 
cynically isolate the poor conditions in 
Ihmil Nadu, or the narrow interests of the 
planters, and make them the sole deter¬ 
minants of migration. Rather, changes in 
the economic system from the I9th century 
onwards form a framework within which 
the migratory mechanisms operate Apan 
from the coastal regions of south India, 
the economic system had previously been 
.segmented and enclosed at a regional 
level, and the labour force was relatively 
immobile often statutorily assigned a par¬ 
ticular position at the local level (by 
professional specialisation according to 
caste). As a result of colonial unification, 
the system of exchanges intensified and 
became more diverse; in addition the 
internationalisation of (he colonial econo¬ 
my had the effect of globalising the labour 
market, allowing new transfers of labour. 
At (he same time the capitalist system in 
the colonies experienced a rapid leap for¬ 
ward in certain peripheral regions, parti¬ 
cularly in those zones suitable for plan¬ 
tations; this development was obviously 
linked to the existence of reverses of cheap 
and mobile labour. 

Tamil Nadu was already densely popu¬ 
lated in the 19th century, in some irrigated 
coastal regions reaching almost 200 in¬ 
habitants per sq km (1871 figure). While 
(he population underwent a noticeable in- 
crea.se, in spite of recurrent spurts of crisis 
mortality (epidemics and famines), possi¬ 
bilities for emigration within India were 
limited; urban industrial development had 
hardly begun in Tkmil Nadu, and even 
Madras, the capital of the presidency, was 
growing but slowly. Only a few small 
mountainous areas in the southern ghats, 
such as the Nilgiris, were able to attract 
(he migratory currents. Economic deveiop- 
meiit was, on the other hand, more rapid 
and concentrated in other parts of the 
British empire. This structural imbalance 
between concentration of population and 
concentration of capiul could not fail to 
lead rapidly to significant demographic 
transfers. At the individual level, overseas 
employment often represented an in¬ 
surance against the risks involved in the 
irregularity of farming seasons, as well as 
a substantial increase in earnings. Since 
work opportunities for labourers were 
very limited in south India, and the job 
market unstable and stagnant, a new 
possibility of employment at a regular 
cash salary on overseas plantations 
represented for many Ihmils an unheard- 
of hope, rhe wages offered by the planters 


TAHit IaMII i'dlM I MIDN IN .SRI t.ANkA. UURMA ANO MaI AVA 1871-1981 

{Figures in thousands) 



1871 

IK8I 

1891 

1901 

1911 

1921 

1931 

1946 

Sri Lanka 

203.3 

320.2 

313,3 

497.9 

563.8 

635,7 

854,8 

816.2 

Malaya 

27,.S 

.36.3 

62,7 

98,0 

220,4 

387,5 

514,8 

461,0* 

Burma 


.35,1 

71.4 

99.6 

125,7 

'52.3 

184.1 

90,0 

Total 

As proportions of 

2.30.8 

391.6 

447.4 

695,5 

9''9.9 

1175,5 

1553.7 

1367,2 

liimil Nadu's 
population (jict cent) 

1 s 

2.5 

2.5 

3.6 

4.4 

5.4 

6.6 

4.9 


\ Notes: Sri 'anka: i*upulaiioii cl Iannis and Indian Moors aciordiiig to censuses from 1911 
onwards. fiKiires lor I9S1 itiuilnioio. 1987), indirect c.siiniates before 1911 based on the 
I'llal I'amil population. 

I Malaya and Singapore laiinl speaking popnlalion. esiinialcs before 1931 based on the 

population of Indian ongm 

i Burma: Tamil-speaking popnlalion according lo censuses; tree cslimaies for 1946 and 

I98i due lo lack of slalistical iiiformalion. 

SotiA'e: { nisuses of couriirics concemcsl and rny own esiimaies 
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FiouiiE: net MKMAnom m MAlmm and S«i Lanka YEAmr Fiqukek 
IMO-1935 



were far higher than those current in India 
[Kumar, 1965; 140411. Migration was thus 
shaped by inequalities in the colonial 
economy^. We should note in addition 
that once the international migratory 
streams had been established, they tend¬ 
ed to reinforce themselves by a cumulative 
effect, growing more independent of the 
economic conditions which had original¬ 
ly given rise to them (cf Massey, 1988: 
396-99). The existence of migratory net¬ 
works between Ikmil Nadu and other col¬ 
onies accelerated migration by reducing 
obstacles which had hindered free move¬ 
ment between the two countries (trans¬ 
port, uprooting, job-hunting...); this 
above all was the role of the *kangani’ 
system of recruitment which supplanted 
contract-recruitment (indentured labour), 
and which we shall examine below. 

Destinations of Tamil Immioration 

Economic development in Malaya 
(including Singapore), Burma and Sri 
Lanka was sufficiently different to cause 
noticeable variations in the orientation of 
the migration streams at different times 
and in the different target countries, even 
when the overall world situation also 
sometimes exercised a parallel effect on 
the demand for labour. We shall present 
a summary of the development of immi¬ 
gration in these three countries, emphasis¬ 
ing particularly Malaya and Sri I anka, 
which received the greatest number of 
Tkmils. These descriptions arc comple¬ 
mented by the Figure, which shows the an¬ 
nual statistics for net migrations of 
Indians in Malaya and Sri l^nka; the 
series for Sri Lanka is not entirely homo¬ 
geneous because before 1911 it includes 
only Tigutes for plantation workers (and 
their families) (hence the irregularity in 
the series). These data are not without 
defects, but here they are used only to il¬ 
lustrate a more general hypothesis about 


the development of the migratory cur¬ 
rents.* They broke off in the early t9S0s, 
when significant flows finally dried up 
(the area was hardly affected by partition). 
The most recent international migrations 
affecting Ihmil Nadu have remained on 
a relatively small scale. These have been 
the temporary recruitment of semi-skilled 
workers for the countries of the Persian 
Gulf, and the ‘brain drain’ towards 
western countries, particularly the United 
States.* Today demographic exchanges 
between different regions within India arc 
on a much larger scale than departures for 
foreign countries. 

Because of its geographic and cultural 
closeness, the island of Ceylon enjoyed 
ideal conditions for the massive transfer 
of labour from south India."* it takes 
only a few hours from the Tamil port of 
Rameshwaram to Ikiaimannar on the 
western coast of the island—at least as 
long as the currents are not too strong, as 
they sometimes are during the north-east 
• monsoon. From there, until the opening 
of the railway in 1917, the migrants had 
to travel on foot to the hills in the centre 
of the country, or follow the coast to the 
port of Colombo. At the end of the lar' 
century new sea connections were opened 
up between Colombo and various ports 
on the Tamil coast such as Tuticorin 
[1891 ]. The jouiney up to the plantations 
in the hill-country was no picnic, for it 
passed through some particularly unheal¬ 
thy areas where malaria was a tremendous 
scourge right up to Independence. Mor¬ 
tality along the way, from cholera, 
malaria, etc, was high. 

The migrants were organised by an 
overseer, the kangani, who was responsi¬ 
ble for them at every stage of their journey 
to the plantations. Originally he was also 
the recruiting-officer in Tamil Nadu, who 
visited the villages of his native region to 
persuade agricultural labourers and in¬ 


debted peasants to accompany him to 
work on the plantations for varying 
lengths of time The kanganis travelled 
with the groups of Hunils all the way from 
the place of recruitment to Sri Lanka, ad¬ 
vancing them the money required on their 
journey to the planUtions. Once there, 
they continued to act as supervisors and 
were responsible to the plantation owners 
or managers for the workers they had 
brought, who were usually also indebted 
to them for the advances given. The 
system was soon complicated by the in¬ 
troduction of a very Indian stratification 
of power distribution, with different types 
of kanganis ranged one above the other. 
The role of the kanganis was very impor¬ 
tant because of the social and nnaiicial 
powers they exercised within the limited 
geography of the plantations. The advan¬ 
tages of the system were naturally 
distributed; the migrants were taken care 
of from beginning to end without having 
to risk anything in the process of trans¬ 
plantation except their freedom and 
health; and the kanganis and planters 
shared the profits from a labour force that 
could be recruited in the most flexible 
manner. 

The hill-country of the island experi¬ 
enced cycles of prosperity, depending on 
productivity and the world market for the 
produce grown there Coffee, which was 
the original crop, collapsed during the 
ISSOs under the pressure of competition 
coupled with a parasitic disease affecting 
coffee. It was repla«d principally by tea. 
which remains to this day one of the ma¬ 
jor exports of the island, but also by rub¬ 
ber, which underwent a rapid developmem 
at the turn of the century because of an 
exponentially increasing demand on the 
world market. Tea cultivation brought 
about a qualitative change in the 
workforce of the plantations, because it 
requires constant care which can be divid¬ 
ed into several precisely-denned tasks. So 
the migrations became less seasonal and 
more stable, and started to involve 
families: unpredictable changes in the 
workforce would endanger the schedule 
of cultivation, and the settlement of en¬ 
tire families on the plantations, besides 
stabilising the labour force, made it possi¬ 
ble to employ women and children for the 
regular plucking of the leaves. However, 
the nature of the exchanges (gross toMis 
of migration far higher than net totals) 
shows that the Dimils returned frequently 
to India, and the proportion of new¬ 
comers (‘puthal’) was practically always 
lower than that of workers who had been 
on the island before (‘palaiyal’). 

Fluctuations in the overall volume of 
new migrants depended principally on 
economic imbalaiuxs. The nrsl Ihmils left 
for Ceylon at the beginning of the I9lh 
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century, but emigration became sizeable 
only from 1830 onwards, and especially 
after 1850. After a period of prosperity, 
the disappearance of coffee was reflected 
for a short time by a lessening of migra¬ 
tory exchanges between the presidency 
and Sri Lanka, with even some depopula¬ 
tion of the plantations during the early 
1880s. The success of new crops such as 
tea stimulated fresh recruitments for the 
estates, and the following decade regis¬ 
tered a record number of net migrants 
(2,71,000 in 1891-1901), with the propor¬ 
tion of women nearing 45 per cent. At the 
beginning of the 20th century the demo¬ 
graphic growth of the 'Indian Tamils’ (the 
official label for the Tkmil immigrants) 
was maintained, although immigration 
slackened slightly, while new methods us¬ 
ed on the plantations tended to increase 
productivity. During the first world war, 
the moves reversed direction as a conse¬ 
quence of the disturbed economic context 
and of new legislation aimed at protecting 
the Indian workers. The vitality of the 
resurgence which followed is exceptional: 
between 1921 and 1931 plantations and 
other sectors of the economy of the island 
absorbed more than 3,00.000 Tamils, not 
only plantation workers but also both 
labourers going to work in the towns (in 
the ports, on construction sites...), and 
merchants (and moneylenders), in 1927 
alone, the official statistics recorded the 
arrival of 2,83,000 Indians in Sri Lanka. 
And yet at the end of the 1920s there was 
again a reversal in the economic situation, 
and when salaries drop a great many 
Indian migrants departed. The worldwide 
depression, ahich hit the island with full 
force mainly because of the drop in inter¬ 
national trade, led to a reduction in the 
cmploymmt of foreign labour, and for the 
first time in 60 years, the inter-censal 
migration balance on the island was 
negative. During the same period, im¬ 
migration regulations were changed to 
enable the governments to check mass 
migration into a region impoverished by 
recession, and these culminated in an 
almost total halt to new migrations on the 
eve cl war, after the prohibition of entry 
to unskilled migrants. This trend con¬ 
tinued until the end of the second world 
war, and the brief acceleration which 
followed was quickiy limited by the 
policies of the newly-indepcndent govern¬ 
ments, especially that in Colombo, which 
wanted to get rid of a community of 
foreign origin which in 1946 renresented 
more than H.6 per cent of the resident 
population of the island, linmigraiion was 
broken off complctcl> in the i95()s, 
and official hostility towards the Indian 
Tkmils, who remained stateless after 
Independence, went on increasing. The 
crisis finaliy Icj to an uiter-go'ernmcntal 


agreement between India and Sri Lanka, 
signed in 1964, which provided for the 
repatriation to India of almost two-thirds 
of the population of Indian ancestry." 

Mxt.AYA 

English settlement of Malaya took 
place at a later date, but the lack of suf¬ 
ficient labour was felt almost immediate¬ 
ly.'* The peninsula was relatively sparse¬ 
ly populated, especially in the interior, 
covered with malaria-infested jungles. 
Like the Sinhalese; the Malays showed lit¬ 
tle inclination to work for the planters, 
and the Chinese, who were already settl¬ 
ed there in numbers, were felt to be less 
manageable than south Indians. The lat¬ 
ter, already present in lYnang 1^ 1786, ar¬ 
rived in their thousands from the second 
half of the last century onwards, to work 
on the coffee and sugar estates; this was 
lh>; time of ‘indentured labour’, under 
which the labourers were bound to their 
employer by three-year contracts whose 
implications they rarely grasped. In addi¬ 
tion, the distance which separated them 
from their native presidency discouraged 
them from leaving at will. Immigration to 
Malaya increased towards the end of the 
last century. In the first place, the cost of 
a passage (from Madras, Nagapaitinam 
or Karaikal) to Penang or Singapore 
became much cheaper. Secondly, the 
planters introduced rubber in 1897 and 
this very soon took the place of coffee. 
From this lime on, more than IU,(XX) net 
entries of Indians to Malaya are counted 
annually (according to Malayan official 
statistics), but male migrants are still three 
times more numerous than women. There 
is a spectacular developinem of rubber 
growing and of processing industries con¬ 
nected with it from the beginning of the 
century, accompanying an unprecedented 
world demand as a result of the growth 
of the automobile industry in the rich 
countries. 

At this same period, the ‘indentured 
labour' system, which was connected 
mainly with sugar production, wa.s finally 
dismantled and the kanganis become 
predominant. Travelling money was ad- 
vaiKcd to the aspiring migrants, who then 
worked on the plantations under a con¬ 
tract from which they could withdraw. Ar¬ 
riving in Malaya later than in Ceylon, the 
kangani system never took on the same 
importance there, and the workers were 
less in the grip of the recruiters. The 
numbci of migrants arriving indepen¬ 
dently—among which there were less 
Tkmils (hut more north Indians and 
Keralitcs, -:tc) and less going to work on 
plantations (hut often merchants and 
labourers hired by the government)—went 
on increa.sing, and created a more fluid 


and noticeably less ri^ cinployineRl 
situation, within a society of a marketfly 
poiyethnic character which, to quote Slen- 
son [1980], functioned more like a com¬ 
mercial undertaking than a state; Another 
difference from Sri Lanka at this time is 
the predominantly masculine character of 
the migrations throughout the period, 
mainly because of less opportunities for 
female employment on the Malayan 
estates, and of independent immigration. 
It may however be noted that Muslims 
amongst the Tamil migrants were 
sometimes able to marry Malay women. 
Wherever Tamil Muslims immigrated (Sri 
Lanka, Burma...), their community was 
able to forge very solid links with their 
local co-religionists, often through 
matrimonial alliances. 

In spite of the distance between south 
India and Malaya, permanent settlement 
by the migrants remained insignificant; yet 
it was to prove more long-lasting than 
elsewhere, for the Indian community 
found a favourable niche in the develop¬ 
ing Malayan society. The prosperity of 
Malaya during the years after the first 
world war led to major influxes of mig¬ 
rants, with more than 3.50,000 arrivals 
reconjed in 1926-27; in 1931 Indians, of 
whom 83 per cent were Tkmils. repre¬ 
sented almost IS per cent of the total 
population, and an even greater propor¬ 
tion of the labour force, especially in rural 
areas (Penang, Selangor, Perak...). 
Together with the strong Chinese presence 
which was concentrated more in the 
towns, this led to the ethnically Malay 
population becoming a minority in 
Malaya after 1911. 

In 1930, there was a brutal reversal. The 
planters, who could not dispose of their 
produce because of the world economic 
crisis, rapidly reduced production, cut 
wages and demanded that the coolies 
from their estates be repatriated. 
Economic stagnation spread '.o many 
other activities in a colony that was based 
entirely on economic links with the 
industrialised world. Between 1930 and 
1932 more than 1,50,000 Indians were 
repatriated, and assisted migrations 
(kangani recruitments) were totally stop¬ 
ped. A brief renewal of migration is 
recorded after 1934. but when the price 
of rubber dropped again in 1938 the 
Indian governmeni prohibited the depar¬ 
ture of unskilled labourers. In December 
1941 the Japanese invasion pul a full stop 
lo all migration from India for the dura¬ 
tion of the war. The early years of relative 
independence in Malaya were troubled by 
numerous industrial disputes, and even 
more, by the communist insurrection- 
in which other 'migrants' from the sub¬ 
continent (the Gurkhas of the British 
army) became involved. Migrations 
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ijecffied throughout these years, as the 
new governments attempted to reduce in¬ 
terdependences which had been initiated 
by the colonial presence. Nevenhdess, the 
Indian communities which had grown up 
from immigration, amongst whom the 
Hunils were largely predominant (some of 
them originating in'fact from Sri Lanka), 
were not much threatened by regional 
politijcal developments. Both in Malay- 
dominated Malaya and in Singapore, the 
Dimils were integrated without difficulty 
into a society where ethnic tensions were 
more pronounced between Chinese and 
Muslim Malays. Many Dunib maintained 
close economic or family relations with 
their homeland, especially the Muslim 
merchants from the Tkmil coastal areas, 
whose presence in Malaya predates 
colonisation. 

Burma 

Migration to Burma is (hr from being 
an exclusively Ikmil phenomenon; there 
had been links between Burma and India, 
especially Bengal, for hundreds of years 
before colonisation, and there was a well- 
esiablbhed community of Indian Muslims 
(Rohingyas) in Arakan on the borders of 
present-day Bangladesh.'’ The migra¬ 
tions began almost immediately after 
occupation of Rangoon (or \hngon), then 
only a village, by Anglo-Indian forces in 
1824; the spectacular growth of the town 
after this is moreover very closely con¬ 
nected with the arrival of Indian im¬ 
migrants, who after 1881 even largely out¬ 
numbered Burmese in the municipal 
population. In I8S2 and then in 1886 the 
British gained control over the test of 
Burma and particularly the very fertile 
Irrawady valley as far as the towns of 
Mandalay and Pengu, and the territory 
settled by Indians increased, while 
exploitation of the valley soils led to a 
great increase in rice cultivation. Many of 
the Indian migrants came from north 
India, reaching Burma via Calcutta. 
Another section originated along the 
whole coast of the Bay of Bengal, from 
Orissa (Canjam) to southern Tamil Nadu 
(Ramanathapuram). During the period 
covered by the censuses the proportion of 
Indians in the total population increased 
more moderately than in the other coun¬ 
tries discussed above, reaching a platform 
of 5.8 per cent in 1931 (not counting the 
Indians in the district of Akyab which 
constitutes the Arakan). As in the other 
cases shown in the Figure, the migratory 
movements sometimes reversed direction 
as a result of changing economic cir¬ 
cumstances (1910-11, 1930-31...), and 
these reversals were sometimes activated 
by the anti-Indian agitation which started 
in the 1930s. Amongst the Indians, 
migrants from Uimil Nadu, identified for 


^ imentit and purposes with the Ikmil- 
speaking population, never represented 
more than 20 per cent. More than half the 
Indians born in the presidency of Madras 
recorded in the Burmese census were not 
In fact Tamil, but Oriya or Telugu. 

One of the characteristics of emigration 
to Burma was its temporary and seasonal 
nature, with a great many Indian workers 
making the return trip within one year. It 
is possible too that this kind of circular 
migration may have caused a relative over¬ 
estimation of the immigrant population 
in the censuses. The female population 
hardly increased, representing about one- 
third of the Tamils recorded in the census 
of 1931; yet this proportion of women 
among the Tamil immigrants is far higher 
than that recorded among the other 
Indian immigrants. One cannot help link¬ 
ing the relatively large scale of female im¬ 
migration among the Thmils, whether in 
Burma or elsewhere, with the significant 
involvement of Tamil rural economy and 
their better status in society. 

Since Burma was administered as a part 
of India until 1936, the movement of 
Indian labour was not very strictly con¬ 
trolled (hence the shortcomings of the 
pon statistics). A system similar to the 
kangani system was set up, under the 
leadership of overseers called 'maistries' 
who controlled the job market, recruiting 
either directly from Indian villages, or in 
Burma itself. The maistry exercised a great 
sway over his recruits which was usually 
bas^ on indebtedness, and supported 
the law. 'Bunil labour supplied particularly 
agricultural labourers for the rice fields 
which made Burma one of the largest rice- 
exporters of colonial Asia. Another set of 
migrants, who had arrived earlier, contri¬ 
buted to urban prosperity, particularly in 
Rangoon, in very diverse occupations; in 
the port, in factories (rice mills), small 
businesses, communications (railways, 
cycle rickshaws) or services (administra¬ 
tion, the professions). A small number of 
Ikmils belonging to the cheitiyar castes of 
Ramanathapuram (in the south-east of 
'Rimil Nadu) established the first founda¬ 
tions of a banking system in the country, 
in which they played a role quite out of 
proportion to their numbers. During the 
slump of the early 1930s, which as in other 
colonies led to the return of many 
migrants, they gained possession of much 
of the cultivated land, and were to become 
the first victims of the nationalist policies 
of the Burmese after independence. More 
than elsewhere, the Tamil population in 
Burma was very heterogeneous during the 
colonial era, and included coolies with no 
assets apart from the strength of their 
arms as well a.s some of the wealthiest men 
in the country. 

After the trauma of the Japanese oc¬ 
cupation, immigration began again, but 


Burmese independence brought about 
new legislation that was unfavourable to 
the Indian presence, and the immigrant 
population, most of which had refused 
Burmese citizenship and remained state¬ 
less. again began to decline rapidly. Dur¬ 
ing the 1960s, after many businesses had 
been nationalised, several tens of 
thousands of inhabiuuits of Indian origin 
had to be repatriated; 1,50,000 in 1964-68 
according to the government of Madras 
IChakravarti, I97|;|84); but unlike the 
repatriations from Sri Lanka, the rehabi¬ 
litation of the Burmese immigrants in 
Ihmil Nadu was more successful. In the 
absence of precise data, it is estimated 
today that the Indian community in 
Burma numbers about 3,S0JX)0. of which 
a minority are Tkmils (Bahadur Singh, 
1984). 

Tamils Involvfd in Migration 

The development of immigrant Dunil 
society in the British colonies was charac¬ 
terised for a long time by irregularity of 
the in- and out-flow of migrants. The 
intensity of the migratory ourhanges and 
their short-term insubility constituted 
permapent destabilising mechanisms right 
up to the second world war. Thus from 
1925 to 1^35 about 4,00,000 annual 
displacements (gross migration) are 
recorded between India and Sri l^ka, 
which recorded only 6,00,000 Indian 
Ikmils in 1931; during the same period, 
the average for more distant Malaya, 
where 6,20,000 Indian immigrants were 
domiciled, is close to 1,60,000 movements 
per year. Ifor several reasons the intensity 
of the exchanges leads us to think that the 
numbers of Dimils counted outside India 
represent a virtual population, constantly 
depleted and renewed by migratory (tows, 
rather than a settled, self-renewing 
population. We shall now see that this 
demographic instability, which looks tike 
a case of severe sociological piecarious- 
ness for overseas Indian society, is on the 
contrary an outstanding advantage for the 
colonial economy, where the size of the 
available labour force reacts instan¬ 
taneously lo the needs of the productive 
sector. 

The immigrant population, aisc 
because of its characteristically tnnporar] 
nature, had for long an unbalanced ag< 
and sex composition, with a prepon 
derance of young men—even thougl 
among the Tamils, as we have noted 
women were often relatively mon 
numerous. The birth rate remained ver; 
low until the 1930s. Unable to reproduc 
itself in a normal rhythm, Ikmil im 
migrant society had in addition to fac 
living conditions that were much mor 
difficult than the attractive wages offerei 
on the plantations would suggest. No 
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only was the journey dangerous (epi¬ 
demics on board ship, marches through 
the jungle...), but once the Indians 
reached their destination the sanitary con¬ 
ditions there were drastic. Ecological 
transplantation, the extremely unhealthy 
areas where the plantations were situated, 
lack of hygiene and health protection, all 
contributed to an extremely high death 
rate among the immigrants: the oft- 
repeated argument that the Tamils had 
everything to gain by leaving a land of 
poverty and famine has difficulty in stan¬ 
ding up in the face of the deplorable situa¬ 
tion which long prevailed outside India, 
and which the colonial governments took 
note of only very tardily, from the 1920s 
onwards.'^ The war in south-east Asia 
brought about a very severe deterioration 
in conditions. Although this period was 
not long-lasting, it was marked by 
extremely high mortality amongst the im¬ 
migrant populations, except in Sri Lanka. 
In Malaya, the Japanese forcibly con¬ 
scripted tens of millions of plantation 
workers for the construction of the 'death 
railway' linking Thailand and Burma." 
In Burma thousands of Indian im¬ 
migrants died on a forced march, fleeing 
towards India via Assam to avoid the 
Japanese advance fTinkcr, 1976; 
Chakravarti, 1971]. 

In fact, expatriate Tkmil communities 
retained their fragile character for almost 
a century because of their dependence on 
migratory movements for renewal. The 
real Thmil diaspora formed only long after 
the start of departures to the British col¬ 
onies, when two phenom^a coincided to 
give this population demographic stabili¬ 
ty: on one side, a lessening in the impor¬ 
tance of the role of annual labour dis¬ 
placements in the population, and on the 
other, a rising proportion of women. The 
integration of the Tamils into local .socie¬ 
ty varied greatly, ranging from the brutal 
rejection which occurred after in¬ 
dependence to permanent settlement. The 
geographic isolation of some immigrant 
groups, who were often sequestered on the 
plantations, doubtless hindered integra¬ 
tion, but other factors had more determin¬ 
ing influence. Communal, tiational or 
religious affiliations arc very vital in this 
region of Asia, and Tamils were never able 
to get assimilated into native groups; even 
in Sri lanka, where there arc many native 
Tamils, those of Indian otigiri remained 
cut off from the rc.st of society. In this lat¬ 
ter country, thirty years after the end of 
the colonial period, most descendants of 
immigrants stiil lived in the same region 
and followed the sjnic occupations as 
their forebears 

The lack ol diversification, geogra¬ 
phically (in ghtiios and pockets of con¬ 
centration) ai.d in woik (because of 


lie 


specialisation or lack of qualincations), 
combined with the maintenance of their 
distinct ethnic identity, gave the overseas 
Ihmils a specific social profile which 
marked them out as scapegoats during 
periods of tension. In Burma, where 
resistance to the colonial regime was most 
powerful, riots against them prefigured 
the vigorous measures of Burmisation 
(and expulsions) applied after indepen¬ 
dence and reactivate under the rule of 
Ne Win. Even the best-established Indians 
in government or business had to make 
way for new native elites. Similarly in Sri 
Lanka the wealthiest Indians gradually 
withdrew: the Ihmils on the tea planta¬ 
tions were a kind of forgotten relic of the 
colonial period, and perhaps owe to the 
hostilities between Sinhalese and native 
Dunils in the Jaffna area the relative peace 
they were able to enjoy after indepen¬ 
dence; until the repatriations of the 1960s. 
It would be reasonable to suppose that 
their role in the tea industry made them 
indispensable, even though socially 
undesirable. It was perhaps been only 
when the internal growth of the Tkmil 
population, with an attendant risk of 
unemployment on the plantations, started 
to endanger an equilibrium which wa.s 
based on their geographical and political 
inconspicuousness, that expulsion to India 
began to seem an appropriate solution. 

Malaya provides a very different exam¬ 
ple: (he presence of Ihmils—or Indians in 
general—did not provoke there the same 
outbreaks of violence or administrative 
hostility as in the other colonies; but it is 
not certain that the economic position of 
the immigrants was the only factor favour¬ 
ing permanent settlement there, in spite 
of their gradual liberation from the plan 
latton economy. In the history and com- 
po.sition of its population, Malaya 
resembles ihe ‘creole* countries: regions 
that were sparsely populated before the 
arrival of the colonksers, who, by engineer¬ 
ing large-scale immigration (whether of 
slave or free labour), totally changed the 
ethnic make-up of the population, to the 
extent that Ihe supposedly 'indigenous* 
groups became minorities. This was Ihe 
case on many islands in the Indian Ocean, 
but also in the Caribbean and the Pacific 
Several of these countries house a popula¬ 
tion of Tamil origin that is well 
entrenciied, even when a minority among 
other Indian groups: Mauritius, Reunion, 
Fiji, the slate of Natal in South Africa, 
a.sd the French Antilles, for example. In 
more homogeneous countries, indepen¬ 
dence heralded the arrival on the political 
scene of an indigenous group with a 
strong nationalist agenda. The descen¬ 
dants of immigrants, like Ihe Tamils in 
Burma or the Gujaratis in east Africa, 
then had to bow before the storm or run 


the risk of expulsion. The polyethnic 
character of Malayan society prevented 
such a polarisation between the sons of 
the soil (the Malays) and Ihmils. 

Since we have chosen to follow the 
migration from its point of origin, we 
shall say a few words about the effects of 
the phenomenon in Ikmil Nadu. The im¬ 
pact of emigration on the home popula¬ 
tion was considerable, frequently respon¬ 
sible for a lowering of more than 10 per 
cent in the natural growth rate between 
censuses. Some regions, particularly along 
the coast, undoubtedly felt the demo¬ 
graphic effects more than inland districts 
which were subject to other migratory 
pressures. In the cases of Sri Lanka and 
Malaya, the location of recruitment of¬ 
fices fixed certain focal points, while the 
kanganis too operated for preference in 
their own native areas and thus helped 
establish specific, migratory routes bet¬ 
ween particular villages and plantations. 
In some villages, emigration affected all 
families of a particular caste, and the 
migratory drainage even led to appreciable 
local drops in population.'* Most of the 
Ikmils who emigrated belonged to the 
lower castes (harijan, kallar, vanniyar...) 
and terthe poorest sections of the popula¬ 
tion. Farmers or pastoralists who owned 
a little property—land, cattle, houses— 
were more reluctant to leave (heir villages. 
For those who left, the opportunity to 
work abroad offered a way out of an often 
closed situation in their home villages, 
where they were almost serfs to the big 
landowners, bound not only by economic 
and financial dependency (often deep in 
debt), but also by their position in the 
rigid structure of caste relations. Thp 
introduction of the market economy into 
rural Ibmil Nadu, together with the 
emergence of commercial farming 
directed towards international markets, 
weakened the communal socio-economic 
fabric, which had been based on tradi¬ 
tional exchanges of tribute between dif¬ 
ferent sections of the village society, 
simultaneously creating a reservoir of 
potential labour which was constantly fed 
by a sustained demographic increase. 
Individual strategies (at the level of the 
family or social group) gained importance 
over traditional behaviour patterns bas¬ 
ed on the largely autarchic economic 
equilibrium of the rural community, and 
heralded the appearance of more profit- 
seeking altitudes while stimulating new 
forms of social mobility. 

The profitability of migration for those 
who returned has been described in very 
different terms and contexts; but it seems 
that few migrants were able to accumulate 
sufficient capital to make any lasting im¬ 
provement in their situation once they 
returned home.*’ On the other hand, the 
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migrants did reguiariy send their savings 
home to India, craating a constant 
transfer of weaith which was fostered by 
the politicai integration of the British col¬ 
onies (migrations to other countries, 
French colonies or South Africa, lacked 
just this advantage). This mechanism 
made possible a signiricant redistribution 
of revenues, and productive reinvestments 
whose positive effect on Tamil Nadu is 
difFoult to assess. One additional indirect 
effect of international migration was cer¬ 
tainly to lighten the labour market in 
Tamil Nadu and lead to an increase in 
wages intended to retain potential 
migrants. The social agitation which 
began to develop during the 1930s 
amongst agricultural labourers in 
Ihniavur, the district most affected by out¬ 
migration, is an unmistakable indication 
of the impaa of migration on local 
economic relationships; but it is beyond 
the scope of this article to explore all the 
implications of emigration for social rela¬ 
tions. The economic effects within Tamil 
Nadu of the changes brought about by the 
departure of a section of the agricultural 
labour force also remain even more dif¬ 
ficult to assess than the decisive contribu¬ 
tion made by Ibmils to the prosperity of 
the colonies where they settled—in many 
cases only to be driven out again in the 
years following the break-up of the British 
empire. 

PnasPttTivts ON a Migration Cvc i.e 

Standing at a certain distance from the 
context of Ikmil Nadu in the 19th century, 
we may ask what lessons are to be drawn 
from the migratory experience we have 
described here. Indian emigration does 
share certain features with the labour 
migrations which characterise the wealthy 
nations after the last war, in that it involv¬ 
ed large-scale transfers of low-skilled 
workers, transplanted into areas with a 
different culture, who initially had no in¬ 
tention of permanently settling in the 
target country. Without this demographic 
supply, the inability of the local popula¬ 
tion to respond to the increasing availabili- 
ly of unskilled work, especially on the 
plantations, would have hindered the 
economic development of the host coun¬ 
tries. Internationalisation of the area of 
recruitment, mainly within the British col¬ 
onies, enabled a nascent capitalism to pro¬ 
fit from economic imbalances between 
different regions, and from many advan¬ 
tages connected with the importation of 
labour; lower wages, more docility, more 
readiness to accept difficult conditions, 
etc. Returns home, high mortality and an 
absence of young married couples com¬ 
bined to reduce the immigrant groups to 
a floating population unable to reproduce 
or establish itself, thus delaying the 


formation of the 'Bimil diaspora and of 
established social classes. These pheno¬ 
mena, which we shall link to the migratory 
cycle as a whole, are not exclusively Tamil 
experiences. 

Before returning to this wider perspec¬ 
tive, we would like to attempt to identify 
different periods, so as to establish the 
various stages of the migratory cycle. By 
this term we mean the entire history of the 
migratory exchanges taking place between 
two periods of demographic equilibrium 
(before and after migration). It is certainly 
possible to conceive of emigration as an 
integral, and even permanent, part of a 
given demographic regime; however, a 
regular migratory deficit over a very long 
period, as in the case of Ireland, is a very 
rare phenomenon, since it leads logically 
to a demographic decline which will 
tend to stop the human drainage. The 
migratory cycle, on the contrary, cor¬ 
responds to a rupture in demographic 
equilibrium within an environment that 
is often characterised by an enlargement 
of recruitment areas and the commer¬ 
cialisation of labour. 

The Dimil migratory cycle passed 
through three successive pha.ses; Migra¬ 
tion b^an with an early period marked 
by a strict control of the flows both in 
volume and composition, which were 
male subject to the production require¬ 
ments of the host country. These migra¬ 
tions, which are male and temporary, 
were apparently under the full control of 
the governments concerned, and served 
the economy of the colonies. The 
regulatory role lied with the governments, 
for whom taissez-faire was often the sole 
social philosophy, and the power of 
negotiation available to the fragmented 
immigrants was kepi to a minimum. This 
period represented a sort of golden age for 
colonial entrepreneurs: a labour force that 
was plentiful, non-local, and undeman¬ 
ding responded precisely to fluctuations 
in productidn. without any risk of becom¬ 
ing an autonomous pressure group. In 
fact, the employers saved the costs of 
labour reproduction in the wider sense, 
and the only additional expense involved 
in their reliance on immigration was con¬ 
nected with transportation of the workers. 
IMe have seen that the 19th century was 
the time of the most rigorous forms of 
exploitation like indentured labour, which 
bore witness lo the slave heritage of ihc 
production organisation. But in one way 
the system of individual contracts was less 
convenient than the collective fran-.cwork 
of the kangaris, a system which soon 
came to predominate among the Tamils. 
The success to which the long life of this 
system attests is doubtless due to its af¬ 
finities with agrarian relationships in the 
Tamil homeland. The migrants were in 
fact mainly landless labourers whose 


working amditions in their original en¬ 
vironment were very close to servitude. 
There too, temporary migrations for work 
were organised in teams, and departures 
were rarely individual affairs. The many 
levels in the authority structure 
represented by the kangani overseers (who 
belonged to higher castes) paradoxically 
ensured a preservation of the groups once 
they were in the colonies, acting as a buf¬ 
fer between traditional attitudes and the 
more ‘modern’ labour relationships on the 
plantations. The system certainly worked 
more effectively and completely in Sri 
Lanka than in Malaya, as if indicating the 
complete marginalisation of the im¬ 
migrant community in the island. 

The second phase of the migratory cy- j 
cle is characterised by some relaxation of ^ 
the economic constraints on labour migra¬ 
tion. Demographic crises in south India 
lessened from the beginning of this cen¬ 
tury, and distress-induced migrations ceas¬ 
ed. In the target countries, expansion or 
contraction of the productive sector con- ; 
tinued to influence demographic ex- ; 
changes up to the beginning of the 1930s, 
but from then on a significant proportion 
of migrants are no longer dependent on 
these circumstantial phenomena. This is 
the time’when an established overseas 
diaspora is in the process of formation, ' 
which, in spite of its alien ethnic idemity, ; 
has its roots outside Dunil Nadu. Maiqr j 
faaors contributed to this change In the i 
first place, there was an alteration in 
government attitudes towards the liuiian 
expatriates. Liberalism, which in practice 
used to mean indifference, gave way to an 
increasing concern for the lot of Indian 
expatriates: the Indian government show¬ 
ed more and more concern for the living 
conditions of their subjects, finally pro¬ 
hibiting emigration to several countrio. 
This new order of things was undoubted¬ 
ly a result of the increasing participation 
of Indians in public affairs, and of severe 
criticism from nationalists about the 
exploitation their compatriots were 
undergoing abroad. In the host countries 
too legislation evolved and the situation 
of the immigrants improved: regulations 
were made about their stay, which 
facilitated the esublishment of families. 
Recruitment of women in certain areas 
(on the Sri Lanka planutions, for exam¬ 
ple) was also doubtless an additional fac¬ 
tor in making the expatriate populations 
more balanced. But the distinguishing 
feature relates rather to independent male 
migrations: independent as opposed to 
assisted migrations (with financial ad¬ 
vances), led by the kangani from 
India...) are the outcome of new at¬ 
titudes. They often make use of the 
established framework, to the extent that 
the migrant may still rely on a kangani for 
his placement. But the ‘spontaneous’ 
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migratory system, on the basis of family 
or village connections and with parallel 
circuits for embarcaiion and employment, 
lies outside official control These migra¬ 
tions initiate strategies which become pro¬ 
gressively more independent of the system 
of total care from the village to the 
workplace. This second period is marked 
by a progressive ‘un-linking* of the 
migratory phenomenon from the need for 
labour expressed by entrepreneurs. 
Independent migrants such as merchants 
and entrepreneurs certainly played a 
pioneering role at a very early period, but 
these often belogned to particular castes 
and involved very small numbers. This se¬ 
cond phase, difficult to date precisely 
because of the heterogeneity of the 
migrants (1920-1940?), came in when 
these changes applied to the majority of 
departures. Even those who were setting 
off for the plantations adopted individual 
strategies. In case of difficulties, they may 
return for a time to India, or change plan¬ 
tations. The more dynamic among them 
looked for other jobs, leaving the sectors 
reserved exclusively for immigrant 
labour to take up urban occupations (in 
Singapore, Colombo, etc...). 

It is during this second stage that the 
native population begins to feel the threat 
posed by the foreign presence, because of 
the increasing competition it presents in 
many different sectors of the economy. 
For this reason social diversification on 
the part of the immigrants did not in¬ 
variably lead to the third and last phase 
of settlement, a return to demographic 
equilibrium. In several aplaces, as in 
Burma, hostility towards the Indian im¬ 
migrants led to their departure once col¬ 
onial protection was removed. Thus the 
merchants, bankers and moneylenders 
from the Ikmil chettiyar castes, whose in¬ 
fluence had been considerable all over 
south-east Asia on the eve of the second 
world war, were driven out of Burma and 
then of Sri Lanka. The Ikmils on the Sri 
Lankan planutions were, as noted above, 
protected from hostility by their impor¬ 
tance to export-oriented production, and 
by their relative invisibility. Many of them 
did start on the final phase of the 
migratory cycle after Independence, for 
example by breaking otf lies with their 
ancestral homeland. In spite of their 
marginalisaiion on the plantations, their 
participation in trades unions indicated a 
new assumption of lesponsibility for their 
own economic iiif.ire, and they were able 
to avoid the wnrsi (general c\piilsiun) in 
the course o( negotiations over iheii 
status, flic greai dilficiiliy with which 
those who were rcpainaied have settled in 
India over the last iwems years testifies 
to the uprooting expcnencctl by ihesc 
descendants of immigrants. It umained 
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to Malaya to enable the Ikmils in general 
there to complete the migratory cycle by 
complete integration into the host society. 
Very few expatriate Indian communities 
have been able to conclude their migratory 
history in this way, for there still exist 
countries where the descendants of Che 
immigrants are treated as second class 
citizens (as in Fiji), if they have not been 
expelled in the end (as in east Africa). 

Paradoxically, this last stage of 
migratory history coincided with the more 
or less total halting of migrations, to or 
from India: tlie end of inctependent migra¬ 
tions and of direct recruitment in India, 
and the slackening off of return migra¬ 
tions. The closing of frontiers, which 
began before the second world war and 
became more complete after decolonisa¬ 
tion, confronted the immigrant commuiii 
tics with a future in the host .society;'* 
this lesulted in a lessening of social 
exchanges with India, and the diaspora 
therefore had to redenne its identity in 
relation to other local groups.” 
Although cultural reference to Indian 
civilisation may have remained strong, 
geographic isolation implied an obligatory 
adaptation to living conditions in the 
country of immigration. The degree of 
integration probably varied according to 
social grouping and the possibilities for 
social mobility within the host society. 

The long time-span of the history of 
Dunil intenaiional miigations suggested to 
us this attempt at a division into three 
periods. The dating of these different 
phases certainly varied in different social 
groups (skilled or not, wage-earners or 
self-employed...) and different countries. 
The sequence of these phases should be 
seen from the internal point of view, with 
reference to the immigrant populations 
and their composition, rather than from 
the standpoint of external determinants. 
Reconstituting this migratory cycle means 
above all following what happened to im¬ 
migrants whov after being reduced for 
many years to an unstable and virtual 
population (the first phase), re-formed 
themselves in the course of the second 
phase through diversification, and finally 
became an integral part of the host socie- 
tyin spite of the possible persistence of 
distinctive social traits bas^ on origin.^ 
On this poiiii wc differ from descriptions 
uf immigraiiun ba.scd on divisions into 
economic or political periods, which 
predominate in the liicratiiic on the topic; 
although ii is quite suitable for taking ac¬ 
count particularly of the development of 
the flows, we find the economic perspec¬ 
tive which relies heavily on the develop¬ 
ment of getigraphicai imbalances between 
labour and capital inadequate tor study- 
in/ the intciiiai dcvelopmciil ot expatriate 


communities. 

The perspective from which we have 
chosen to approach this historical exam¬ 
ple enables us to cast some light on con¬ 
temporary labour migrations, in spite of 
profound differences between the socio- 
historical contexts. The first phase cor¬ 
responds to the earliest attempts at an 
international recruitment: recourse to 
foreign labour, through recruitment that 
is organised in the country of origin, 
under the control of the government of 
the host country, with strict control of the 
movements so as to give the active popula¬ 
tion a variable geometry enabling it to res¬ 
pond best to structural variations in 
employment. Even the eastern European 
countries have made use of this policy (for 
Vietnamese labour). Although this type 
of system has disappeared in many coun¬ 
tries, for example. West Germany where 
the principle of rotational migrations 
functioned up to 1970,^' it still applies in 
others (Switzerland, the l^rstan Gulf 
countries). The migrations are temporary, 
because dependent on the overall situation 
and controlled by restrictive legislation. 
Any possibility of permanent stay is out 
of the question. Most west European 
countries quickly pa.ssed on to the second 
phase, with an unregulated increase in in¬ 
dependent migrations and the first 
movements of family reunification; Great 
Britain figured a.v a pioneer in this area.^ 
This phenomenon was accompanied by a 
redefinition of the relationship between 
the migrations and the economic .struc¬ 
tures of the host countries, moving in the 
direction of a progressive independence of 
migratory phenomenon from labour de¬ 
mand. This change was made possible 
mainly by more liberal legislation and the 
establishment of migratory networks 
(ethnic- or family-based. .) functioning 
independently of governmental institu¬ 
tions. For the western overseas countries 
policy oscillates between the first phase 
(national quotas, professional preferences) 
and the second (clandestine immigration, 
family groups...). The draconian limita¬ 
tion of immigration in the European 
countries from 1973 onwards has not 
precipitated the final phase, because 
migratory routes have often circumvented 
more lenient regimes (clandestine entrants, 
refugees): the mechanism of family 
reunification, the other aspect of the 
second migratory phase, is still function¬ 
ing. But the serious reduction in the flow 
of entries observed during the I98(V. 
characterises the last phase of the cycle, 
in which the question of integration arises 
because of the limited numerical ihreat 
posed by future immigration. The various 
forms of integration observed (a.ssimila- 
lion, ethnic iccognition...) involve 
phenomena which are essentially external 


Economic and Political Weekly January I6'23. 1993 




!^ uie a u|iwi iy <3 i c«L . ' 

The ni^ diitinguisliing feetuieof the 
Ihinil G)«le u certainly the length of lime 
ovCT which it eoended: more than 50 yean 
paged between the earliest departures and 
the first signs of the formation of a per¬ 
manent diai^wra; in confparison, the 
European experience has taken place 
much more rai^ly. Reluctance on the 
part of the Ihinils to emigreu permanent¬ 
ly for social reasons, and the strictness of 
the conWis apidied, provide the main 
explanations for this. Demography sup¬ 
plies an additional explanation: with tte 
exception of Malaya, the Thmils rarely 
migrated to under-populated areas, 
whereas in Europe the demographic 
deficit was not inconsiderable. The dif¬ 
ferences observed between the various 
target countries suggest that the ability to 
absorb a population of exterral ori^n. 
which is linked with the social and 
demographic flexibitity of the host society, 
is relatively independent of the economic 
mechanisms which originally gave rise to 
the population transfers. 

Notes 

[This paper is drawn from a larger study of the 
demographic history of Ihmil Nadu since the 
end of the 19th century. My research in India 
was made possible mainly by the hospitality of 
the Madras Institute of Development Studies, 
and the support of Romain Roiland grants 
from the French ministry of foreign affairs in 
9R6-S8. A first version of this paper in French 
appeared in Revue Eumptenne des Migrations 
Internationales I. 1991.] 

1 This refers to the predominantly Tamil area 
at the south-eastern extremity of India, 
which formed part of the presidency of 
Madias during the colonial era. The overall 
demographic context is described in 
Guilmoto (1992). 

2 The economic context is analysed by Baker 
(1984); see also Kumar |l965j. 

3 Tamil dispersal in south-east Asia involved 
mainly Ceylon and Malaya: cf Nilkania 
Shasiri |t97«] and Sandhu |I962: 21-30], 

4 This period is described in detail by Tinker 
[1974]. For migration in general, see also 
Kumar (I96S: 128-43), Tinker |I976, 1977], 
3Maiz (1934], as well as the chapters on 
migration in the various Census qf Madras 
(from 1871 to 1931). 

5 The recent work of Singaravelou (1987] 
deals with Indian immigratiem to the Carib¬ 
bean area. See too the Revue Cerbrt, [1989] 
which conlaiiu much information on Reu¬ 
nion in particular. 

6 Here the 'Runils who immigrated between 
1903 and 1913 were only a few thousand 
amongst a north Indian nujorily, cf Gillkm 
{I9ta: 30-33]. 

7 Dutta (1972) shows moreover, on the basis 
of an econometric analysis of the migratory 


.1920 to 1938, the spceinc role of economic 
differentials (measured in terms of salaries 
and living standards), in addition to the 
purely climatic factor (Indian agricultural 
seasons). 

8 The data are drawn from the tables of 
Peebles (1982: 67-70] for Sri Lanka, and 
from the appendices of Sandhu (1969: 
304-17]. Th«e are statistics from the target 
countries, which usually underestimate 
departures, thus causing over-estimation of 
the toul migrant population (this being the 
case for Ceylon in the early part of the 
period). No comparable Figures are available 
for Burma, which in any case received a ma¬ 
jority of non-Tamils. 

9 Weiner (1982], and Burki and Subramaniam 
(1987]. 

10 On migration to Sri Lanka sec especially 
Jayaraman (1967], Meyer (1978], and 
Peebles (1982). 

11 Several hundred thousand repatriated Indian 
Ikmils have been received in India since this, 
althcwgh for most of them it was not their 
country of birth. Their reintegration prov¬ 
ed to be very difTicult, mainly because of 
their lack of education and the absence of 
a receiving network, (or more details on this 
recent period, see Guilmoto (1987] and Fries 
and Bibin (1984). 

12 The standard work on this question is 
Sandhu (t%9]; see also Stenson (1980) and 
Jain (1970). 

13 (or migration to Burma, Chakravarti (1971), 
and Mahajant (I960] may be consulted. 

14 In 1883, a semi-ofTicia] document speaks of 
good living conditions for coolies in Ceylon, 
requiring no government intervention 
[McLean, 1883:1.303). For a much less op¬ 
timistic assessment, and statistics which 
reflect the terrible mortality affecting 
the Indian immigrants, see especially 
Marjoribanks and Marakkayar (1917: 
18 21], Sandhu (1969:83, 171], and 
Chakravarti [1971: 49). 

13 The Indian population of Malaya, estimated 
at 7.44,3(X) in 1941, sinks to 3,99,600 in the 
1946 Census, without any signifleant migra¬ 
tion in the interval. The description of a 
Malayan plantation during the Japanese 
occupation (Jain, 1970: 297 307] gives 
a glimpse of the mechanisms of this 
crisis. 

16 See the examples of Dunil villas describ- 
ed by Slater (1918), and Thomas and 
Ramafcrishnan (1940]; the reports of the 
decennial censuses in the presidency of 
Madras supply statistical details, in par¬ 
ticular of the degree of rlemagraphic stagna¬ 
tion affecting distrkts with high emigration. 

17 Cf, Detinery (1930), Kumar [1963], Slater 
(1918), and Thomas and Ramakrishnan 
(1940). 

18 Departures for certain destinations had 
stopped before this: Reunion (1882), the 
French Antilles (1888), Naul (1911), Fiji 
(1916). 

19 It may also be noted that in the host coun- 
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behind vague local labels such as 'Malbars’ 
(ReunionL *K(e)iings' (Malaya), 'Sammies* 
(south Africa). 'Z’indiens' (Guadeloupe), 
‘Kala’ (Burma). 

20 This is clearly the case in Asiatic societies 
where inherited distinctions (caste, ethnic 
origin...) are among the main criteria of 
social differentiation. The endogamy of 
social groupings guarantees their historic 
identity. 

21 On immigration in GentMnjs cf, Rist (1978) 
and Leitncr (1^7). See also Hammar (IM3] 
for a comparative perspective. 

22 As is testified by the facilities enjoyed by 
the Irish and. up to the 1960s, ^ Cmn- 
monwealth immigrants [cf Holmes, 1982]. 
French migratory history of migration is too 
tong established and complex [Noiriel, 1988] 
to allow of a brief interpretation here. 
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Jharkhand Mwement in West Bengid 

Arunabha Ghoah 

The Jharkhand movement in Wat Bengal has not otdy inlwrited the organisational weakness which charxKterises 
its counterpart in Bihar, such as factional feuds and ideological confusions, but has peculiar problems such as 
the lack of a common language and the fact that tribals constitute a minority in all the three districts in the state. 


THE movement for a separate tribal 
homeland in the central tribal belt of 
India has gained in significance over the 
last couple of decades or so. Though the 
leaders of the movement contemplate a 
Jharkhand slate comprising 25 districts of 
Bihar, Orissa, West Bengal and Madhya 
Pradesh, the movement basically centres 
around 16 districts of south Bihar. In Wbst 
Bengal it is an extension of the Bihar 
movement and owing to a different socio¬ 
political situation, has failed to strike root 
in the sute so far. In fact, it is only dur¬ 
ing the 70s that the movement could draw 
people's attention by organising mass 
rallies, political meetings and 'bandhs' in 
some of the districts bordering Bihar. 

For a better understanding of the move¬ 
ment in West Bengal—its growth, nature 
and peculiarities, one has to go back to 
the days of colonial rule when several 
cases of tribal uprising were reported from 
this very region. In fact, throughout the 
19th century tribal peasants often raised 
their voice of protest against the oppres¬ 
sion and exploitation of the 'diku* mig¬ 
rants and the British. But such protests 
lacked in organisational strength and 
capacity to sustain the efforts of the poor 
peasants against the imperial power. 

The East India Company acquired the 
Jungle Mahals (comprising of Binpur, 
Carbeta, Gopib^lavpur, Jhargram and 
Salboni P S in the Midnapur district of 
West Bengal today) and Dhaibhum (Ghai- 
shiia in Bihar) from Mir (^asim in 1760. 
Chhotanagpur also came under com¬ 
pany's jurisdiction in 1765.' Under the 
impact of colonial rule the traditional 
agrarian relations of the adivasi economy 
were completely destroyed. The tribate 
were dispossessed of their rights over land 
and forest and became increasingly in¬ 
debted to 'diku' mahajans. One single fac¬ 
tor that led to the growing indebtedness 
and consequently to land alienation was 
the ^r increasing burden of taxes. 

Tribal PKcrrtSTs 

The famine of 1770 shattered the 
economy of Bengal and the district of Bii- 
bhum was particularly affected. Under 
such circum.stanccs the pressure from the 
British rulers to collect land revenue made 
the people furious. The Samals of Raj- 
mahal region and Bhagalpur organised 
themselves under the leadership of Tilka 


Manjhi in 1780 to protest against the op¬ 
pression of the colonial masters.^ These 
freedom-loviiig people declined to pay 
land revenue to the foreigners and took 
recourse to guerrilla warfare under forest 
cover. They fought gamely almost for Five 
years with their traditional weapons 
against the mighty British troops. The col¬ 
lector of the Bhagalpur and Rajmahal 
region Augustus Cleaveland was killed in 
an encounter. Though Tilka Murmu had 
to surrender after a heroic Fight owing to 
an economic biockade by the British army 
and was ultimately hanged in 1785, this 
marked the beginning of a long history of 
adivasi protests over a period of more 
than a century. 

The people of the plains were joined by 
the ‘Fahadia* adivasis (Malpahadia) in 
their revolt against the foreign rulers. The 
Pahadias used to come down to the plains 
in search of food and even resorted to for¬ 
cible harvesting. During the middle of 
1788 Malpahadia rebels started attacking 
the ‘kutcheries’ and ‘kuthis* of foreign as 
well as native businessmen and zamindars 
in an area situated about hundred miles 
north of Birbhum district.’ The rebels 
looted markets and granaries of local 
zamindars and even attacked ipail vans. 
Gradually the agitation spread'to Bishnu- 
pur. tiambazar town was captured from 
the British. By the beginning of the 1790, 
Rajnagar came under the control of the 
local people who by then got hold of 
almost the oitire district of Birbhum. 
However, inner conflict and lack of pro¬ 
per organisation ultimately forced the 
rebels to surrender. 

Introduction of Permanent Settlement 
in the Jungle Mahals (1793) and the subse¬ 
quent dispossession of the estates from the 
local chief such as the ‘raja* of Panchet, 
the zamindar of Raipur or the zamindar 
of Barabhum result^ in an antagonistic 
relationship between the local adirasis and 
the British. These estates were auctioned 
owing to arrears in revenue paymen: The 
new owners, however, faced stiff resistance 
from the local 'sardars' and the peasants 
refused to cultivate the land and pay taxes. 

During 1798-99, the 'Bhumij' of Man- 
bhum (which later gave birth to the 
district of Purulia in West Bengal) tried 
to regain control over their own land by 
fighting unitedly with all other tribal com¬ 
munities, against their common enemy— 


the British and the ‘diku’ exploiters. Their 
struggle engulfed Midnapur town and 
over a hundred villages in the region. 
Backed by the queen of Kamagad and 
zamindars of Narajole, the rebels paralys- 
ed the administrative machinery, foiling 
the company's bid to collwi taxes at an 
excessive rate Led by Madhu Singh in 
Manbhum and Madhab Singh in Bara¬ 
bhum the movement spread even to ad¬ 
joining Bankura where in the Raipur P S 
it was led by the ex-zamindar Durjan 
Singh.* The rebels were able to establish 
their control over at least 30 villages in 
Bankura and the company had to takd the 
help of the army to counter the move¬ 
ment. One interesting feature of the move¬ 
ment was the participation of the govern¬ 
ment employees, ‘tehsildars* and even the 
zamindars of the region who supported 
mid fought along with the poor, exploited 
peasants. 

This'type of local adivasi protests 
gradually gave way to general insurgency 
against the colonial power. The Kol 
rebellion of 1831-32, directed against the 
rent collecting thikadars of British India, 
saw an united effort on the part of the 
Mundas, Hos, Bhunyas and Oraons to 
come out of the oppressive system. The 
rebeb from Ranchi, Hazaribagh, Manuui 
and Manbhum under the leadership of 
Singhray and Binray Manki fought not 
only against land alienation and bonded 
labour, but also against the ideological 
and cultural subjugation of the tribal peo¬ 
ple. They decided to march to Calcutta to 
set up their own government and to esta¬ 
blish their own tax system.’ 

Immediately after the Kol rebellipn, the 
Bhumijs of Manbhum under the leader¬ 
ship of Ganganarayan revolted against the 
new 'dewan' of Barabhum—Madhab 
Singh in 1832. The rebels looted the mun- 
siFs ‘kutchery’. set Fire to the police Sta¬ 
tions, destroyed government offices and 
killed Dewan Madhab Sini^ for his ‘diku' 
like behaviour. Initially it alt centred 
around the disputed succession in the 
Barabhum zamindar family. The Bhumijs 
were dissatisFied with the British court’s 
order that the eldest born of even the se¬ 
cond wife of a zamindar should succeed 
to the throne as opposed to the adivasi 
custom which favoured the son of the Find 
wife. Widespread dissatisfaction over their 
loss of land and excessive taxes led the 
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adivasi peopte to rally behind Canga- 
nan^an wha however, fought for his own 
personal interest. He was able to capture 
Barabhum from the British with the help 
of some three thousand Bhumij rebels and 
conferred on himself the title of ‘raja*. 
'Ganga Narayan Hangama’ even spr^ 
to Akro, Ambikanagar, Raipur. Shyam- 
sundarpur and Phulkusunu regions of 
present-day Bankura and Slulda, Kuilapal 
regions of Midnapur district.* The 
British force succeeded in bringing the 
situation under control in November- 
Decembcr 1832. When faced with British 
troops from all sides. Ganganarayan fled 
to Singhbhum along with some of his 
followers and was ultimately killed there 
in February 1833.^ 

The Santal Hul of I8SS, now elevated 
to the status of India’s first war of 
independency centred around the Santal 
ftiganas. including more than four par- 
ganasof preseni-di^ Birbhum, Bhagalpur, 
Munghyr as well as adjoining Murshi- 
dabad. It ail started in Damin-i-koh in the 
winter of I8S4-SS. Led by Sido, Kanhu, 
Chand and Bhairav brothers the ‘hul' in 
many places took violent form. On June 
30, 183S an army of ten thousand Santal 
rebels took an oath in Bhagnadihi village 
to fight the exploiting mahajans and 
zamindars and the corrupt officials and 
decided to march to Calcutu, the then 
capital of British India.' In the month of 
SeiMember. three thousand Santals under 
the leadership of Muchia, Komna, Jele, 
Rama and Sundra Manjhi captured and 
burnt a few police stations and looted 
some villages. Hiey liberated a wide area 
on the eastern side of the river Ganges 
ranging from Bhagalpur in the north to 
Grand Think Road in the south and up to 
Hindi paigana in the west.' On November 
10, 1855 martial law was proclaimed in 
Bhagalpur. Murshidabad and all over 
Birbhum. The law was effective in the 
region till January 3, 1856. Some eight 
thousand British soldiers vrere posted in 
the region under major general Lloyd and 
brigadier general Bird to prevent any 
disturbance in the future. A separate non¬ 
regulation district of ‘Sonthal Bsrganas’ 
came into being as a result of the Hul and 
was placed outside the jurisdiction of the 
regitlar courts and general laws and 
regulations."’ 

The Birsa Munda uprising of 1895-1900 
was mainly confined to the districts of 
Ranchi and Singhbhum in Bihar and had 
very little impact on West Bengal. But 
within years of this reform movement dur¬ 
ing 1906-1907 Santal peasants of Ram- 
purhat subdivision in the district of Bir¬ 
bhum raised their voice against the 
moneylending mahajans and the zamin¬ 
dars. They were led by Durga Manjhi and 
Brojo Manjhi of Thakurpara and Salunga 
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village respectively." The aggrieved 
peasants not only fought for thmr rights 
over land but also against their forcible 
Christianisation by the Indian Home Mis¬ 
sion which often led to migration of the 
local people to neighbouring districts. 
Brojo Murmu even introduced Durga 
Puja in his own house to counter the 
spread of Christianity in the region. 

The economic situation between 1914 
and 1918 affected Midnapur adversely 
along with several other districts of 
Bengal. The poor adivasis in these regions 
were hard hit by the soaring prices of 
essential commodities. In January 1918 at 
least II cases of ‘haat’ looting were 
reported from the Midnapur district 
alone.The significant aspect of those 
lootings was that the adivasis were quite 
coascious of the implications of such acts. 
The lootings were never indiscriminate. 
They attacked the cloth merchants from 
northern India who also used to lend 
money at very high rates of interest. The 
Santals and other adivasis were joined in 
their protests by the Lodhas, Muslims and 
low caste Hindus of the region." 

The adivasi peasants of Bankura along 
with their brethren in the erstwhile Jungle 
Mahals and Singhbhum organised them¬ 
selves against the exploiting zamindars 
during 1921-23. Some two hundred Santal 
women blocked the road under the leader¬ 
ship of Sailajananda Sen in July 1921" 
to prevent expon of paddy which was a 
scarce commodity. During this period 
Santals were also brought under the um¬ 
brella of Congress as part of the non¬ 
cooperation movement. Boycott of 
foreign goods, especially foreign cloth and 
total prohibition of drinking alcohol were 
advocated in meetings attend'd by Santals 
in large numbers. 

Santals, the dominant tribe in West 
Bengal, generally used to utilise their 
traditional fairs (‘melas’) as opportunities 
to mix with the people from adjoining 
areas. Such occasions provided different 
tribal communities with an opportunity 
to discuss various socio-economic pro¬ 
blems faced by them. These fairs also 
helped lo reduce inter-ethnic differences 
and promote better understanding among 
different tribal communities. The evidence 
of a tribal gathering in West Bengal, with 
some political significance can be found 
during the late 20s (possibly in 1928) 
which was h.^ld in Saharidanga of Binpur 
P S in the Midnapur distria." The 
gathering led by Mangol Soren and Nabin 
Soren of Kamarbandi, Baidyanath Hansda 
and Dinabandhu Mandi of Saharidanga, 
Monasaram Mandi of Kurchibani and 
Doma Soren of Bansol tried to give vent 
to the long-standing demands of the tribal 
masses. 

All these protests and revolts were proof 
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01 rising colfiseidusti^' li 
dued tribal people of (he i^jen. Such oc¬ 
casional outbursts also revealed the 
freedom-loving, uncompromising nature 
of the iribals. But the demand for a 
separate tribal homeland was yet to be 
heard of. The demand for a ‘separate ad¬ 
ministrative unit’ in the Chhotanagpur 
region was first placed before the Simon 
Commission in 1928.'* However, a 
separate state of Jharkhand was not con¬ 
ceived before the emergence of the 
‘Adivasi Mahasabha* in 1938. 

Electoral Experience 

In the mean time during (he elections 
for provincial legislatures, hdd in accor¬ 
dance with the provisions of Government 
of India Act 1835, Nabin Soren of Kamar- 
bandhi (who later became the president 
of ‘Santal Gaonu’) expressed his desire to 
contest elections under the banner of 
Congress. He was, however, denied a Con¬ 
gress ticket and decided to contest as an 
independent candidate with the axe sym¬ 
bol." In the elections all the candidates 
fielded by the Unnati Samaj and Kisan 
Sabha fared badly leaving it to the 
Chhotanagpur Catholic Sabha to save 
face. The ^bha could send two of its 
candidates to the legislature, dominated 
mainly by the Congress. 

In 1946, the Santals of Midnapur con¬ 
vened a meeting at Kamarbandhi, P S 
Binpur and decided to launch a tribal 
organisation called ‘Santal Gaonta’ with 
Nabin Soren as its president and Dinaban¬ 
dhu Mandi as one of its leaders." It was 
an organisation for the uplift of (he San¬ 
tals which worked for the universdisation 
of tribal traits. 

Indian independence ushered in an era 
of growing awareness among the Santals 
of (he region who now with a wider out¬ 
look succeeded in bringing the Mundas 
and Bhumijs along with them on a com¬ 
mon platform of the West Bengal Unit of 
‘Adivasi Mahasabha’ in 1949.'* The 
Mahasabha under the leadenhip of 
Shyam Charan Murmu, Phi^u Murmu 
and 'Abhoy Singh decided to provide a 
non-political platform to all the tribal 
communities to fight for their socio¬ 
economic and cultural rights through con¬ 
stitutional means. Stipends for tribal 
students and prevention of land alienation 
were some of (he demands put forward by 
the Adivasi Mahasabha in West Bengal. 

In the first general elections of 1952, the 
Jharkhand Party became-the largest op¬ 
position party in the Bihar Legislative 
Assembly by winning 33 assembly seats 
(32 of them from South Bihar alone). It 
also bagged three lx)k Sabha seats from 
Bihar. However, in the Manbhum district 
of Bihar (which laier gave birth to Purulia) 
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the Jharkhand Rurty performed rather 
poorly. It did not contest the Manbhum 
North consUtuenor, while in Manbhum 
South (Dhanbad) its candidate Dasarath 
Murmu could manage only 12.81 per cent 
of the total votes polled. In VWnt Bengal, 
though some tribal candidates did uke 
part in the elections from Midnapur and 
Bankura, they either contested as inde- 
pendenu or were backed by diffment par¬ 
ties like the Congress, the Socialists and 
the Krishak Mitidoor I*nija ntrty> hut 
there was no Jharkhand ftrty in tim elec¬ 
toral fray as yet. Shyam Charan Murmu 
of Adivasi Mahasabha fought unsuccess¬ 
fully as an independent, backed by the 
then Jan Sangh from Binpur assembly 
constituency, while Ratan Soren of the 
Socialist ftrty (who in later years 
represented the Jharkhand Puiy) con¬ 
tested fimn Gopiballavpur. 

In the memorandum submitted to the 
State's Reorganisation Commission on 
April 22. 1954 the area of the proposed 
Jharkhand state did not include any part 
of West Bengal. Rather the commission 
granted 2.407 square miles area of the pro¬ 
posed state to West Bengal, dividing the 
erstwhile district of Manbhum in the pro¬ 
cess. Thus while five police station areas 
of the district including Dhanbad stayed 
with Bihar the rest gave birth to a new 
district called Purulia in 1956. During this 
time prominent Jharkhandi leaders like 
Rarbati Charan Mahato knd Khudiram 
Mahato opposed this move to grant 
Purulia to West Bengal and pleaded 
before the commission for a separate 
Jharkhand state 

In the second general elections of 1957, 
the Adivasi M^iasabha supported quite 
a few candidates in Midnapur and 
Bankura districts against Congress 
nominees. These candidates contesting 
with the cock symbol, however, had to 
fight as independents. Babulal Soien from 
Raipur (Bankiaa) and Sarat Kumar Murmu 
from Jhargram assembly constituencies 
and diani Chandra Besra from Midnapur 
parliamentary constituency contested the 
elections. These candidates were backed 
by the Jharkhand Party of Bihar as there 
was no state level organisation of the pany 
in West Bengal as yet. All these can¬ 
didates, however, were not only defeated 
but alsq forfeited their security deposits. 

The poor performance of adivasi candi¬ 
dates in the second general elections 
naturally brought frustration among the 
local tribal leaders. However, Shyam 
Charan Murmu from Binpur (CT) and 
Babulal Soren from Carbeta (ST) assemb¬ 
ly constituencies irontested the l%2 elec¬ 
tions, both as independents. Th«r perfor¬ 
mance was no better, securing 6 per cent 
and 2 per cent of the votes respectively.^ 
This once again pointed towards the futili¬ 


ty of fighting elections as independents, 
underlining the need for organisational 
stren^h for better results in electoral 
politics. 

The West Bengal unit of the Jharkhand 
Puny, affiliated to the Bihar-based All 
India Jharkhand Itey, made its appear¬ 
ance in 1965.^' A state committee of thir¬ 
teen members, led by Dakhin Murmu, a 
primary school teacher of Hindu Santal 
background, was also formed. The initial 
enthusiasm enabled the party to enrol 
more than 7,000 memben at the beginn¬ 
ing. Branches of the party were opened 
even at sub-divisional and Mock levels of 
several districts of West Bengal like Mid¬ 
napur, Bankura, Purulia. Hooghly. Butd- 
wan and Birbhum. The party, concen¬ 
trating mairdy on some of the long¬ 
standing econoinic demands of the tribals 
in the region, could bring a large number 
of Santals, Mundas, Koras, Mahatos, 
Sadgops and even some Muslim and 
Christian adivasis to its fold. The 
memberdiip figure reached, within a short 
span of dme, to 60,000 in West Bengal 
alone.A weekly paper in Santali 
language and Bengali script called Debon- 
tingun was published from Jhargram of 
Midiupur district as the mouthpiece of 
the Jharkhand I^y. The paper focused 
on the problems fat^ by the tribals and 
worked for imra-tribal unity. 

A few adivasi candidates fought the 
1967 elections with the symbol of *Jora 
Sakam’ (two leaves). The volunteers cam¬ 
paigning for the candidates wore green 
caps as their party uniform. For the first 
time the candidates contested with an elec¬ 
tion manifesto enlisting a number of 
demands which included, apart from the 
main demand for a separate Jharkhand 
state; demands concerning revival of tribal 
language and culture, opportunities for 
education, health care and employment 
and overall economic development of the 
region in both industrial and agricultural 
spheres. Among the candidates in the elec¬ 
toral fnijf were Suat Murmu from Binpur 
(ST) and Jogendra Soren from Garbeta 
West. But none of them was able to im¬ 
press the electorate—polling around 12 
and 3 per cent votes' respectively. 

In the mid-term elections to the West 
Bengal Assembly in 1969, the Jharkhand 
Party fielded quite a number of candi¬ 
dates in various constituencies of Mid¬ 
napur district. Jagannath Murmu from 
Garbeta Wkst, Babulal Didu from Saiboni, 
Bangi Hansda from Keshiari (ST), Ratan 
Soren from Gopiballavpur, Charu Besra 
from Jhargram and Dakhin Murmu from 
Binpur (ST), however, fared badly. Babulal 
Soren contesting as an independent from 
Ihidangra in Bankura district could do no 
better. Only Dakhin Murmu. a prominent 
state leader, could muster around IS 


per emt of the votes polled in his 
const it unicy. 

By the end of the 60s, a social reform 
organisation, namely, Sivaji Samaj 
became active in the Chhotani^pur 
region. Led by Sibu Soren and Binod 
Behari Mahato the Samaj fought against 
the evils of liquor, moneylending, etc It 
spread its wings in the PuruUa district of 
West Bengal, reaching even the remote 
villages of the district. The organisation 
led the tribal peasants to fight against the 
exploiting landlords and moneylenders 
and even encouraged forcible harvesting. 
Apart from initiating agricultural reforms 
Samaj leaders even tried to forge an 
alliance of the Mahatos with the Santals." 

During the mid-term elections of 1971, 
Jharkhand Puty Tielded as many as 21 
candidates in different districts of West 
Bengal. It put up candidates even in 
Hooghly and Burdwan districts besides 
Midnapur. Purulia and Bankura. This 
time the candidates used bow and arrow 
as their election symbol and significantly 
two of them—Shyam Charan Murmu 
from Binpur and Babulal Soren from 
Raipur were elected for the first time 
to the assembly. While Shyam Charan 
Murmu polled 14,450 votes out of a total 
of 48,288> Babulal Soren got 9^62 votes 
out of 48.507 votes polled. Low turn-out 
of voters because of too frequently held 
eleaions as well as factionalism within 
Congress and the leftists helped the 
Jharkhand IWy to register its first ever 
electoral success in West Bengal. Among 
the other candidates Pran Krishna 'Ibdu 
from Garbeu West, Debnatb Haiuda 
fiom Nayagram (ST). Manoraiqan Mahato 
from Jhargram and Gopinath Hansda 
from Banduan (ST) could muster around 
10 per cent of the votes polled. 

In the very next vear, the assembly elec¬ 
tions of 1972 witnessed a total rout of the 
Jharkhandi candidates. There were 19 
candidates of the party in the electoral 
fray—most of them new faces, Urho failed 
to impress the electorate. However, both 
Shyam Charan Murmu and Babulal Soren. 
the silting MLAs, improved their perfor¬ 
mance as far as percentage of votes was 
concerned. Other prominent losers were 
Prankrishna Ibdu from Garbeu West, 
Birendranath Hembram from Saiboni, 
Kishun Murmu from Nayagram (ST) and 
Mrinalini Mahato from Jhaigiam. But the 
rest of the lot failed even to get 5 per cent 
of the votes. 

There was, however, no lull in the ac¬ 
tivities of the Jharkhand Party in the 
region in spite of its debacle in the ballots. 
The party organised mass squatting befoR 
government offices in Jhargram and othei 
subdivisions of the Midnapur district or 
June 30,1973 to highlight various demand! 
like recognition of ‘OI Chiki’ script 
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mtontion of lands to tribah, distribution 
of 'Khas* lands, protection of bargadars 
against eviction, employment oppor¬ 
tunities for the Uivasis*, etc The puty 
also convened a workers’ conference at 
Jhaigram on July 7, 1973 which was ad¬ 
dressed by Bagun Sumbrai, the president 
of the All India Jharkhand Party and 
others. The speakers emphasised the need 
^or unity among the luuty monbers and 
the activists. 

However, a split in the Bihar unit of the 
party also had its bearing on the Vibst 
Bengal unit, which was divided into two 
factions. One of these groups, led by 
Dakhin Murmu owed its allegiance to the 
Bagun Sumbrai faction of the All India 
Jharkhand Rarty. The other led by Chit- 
taiaitjan Mandi, vice president of the >kfest 
Bengal unit, was cIom to the Hul Jhark¬ 
hand faction in Bihar ted by Justin 
Richard. The split took a formal shape 
when during a meeting of the state com¬ 
mittee of the party, held at Lalgeria in 
Midnapur on January 18 and 19,197S the 
group led by Chittaranjan Mandi staged 
a walk out to formalise a parallel 
organisation.” 

Jharkhand movement actually had very 
little signiHcance in West Bengal prior to 
the late 70s. Since 1976 it was revitalised 
by the Jharkhand Mukti Morcha which 
made its appearance in Bihar during 
1972-73. In Bengal JMM became ac¬ 
tive particularly in North Purulia and 
Bankura while the South Purulia region 
and the Jhaigram subdivision of the Mid¬ 
napur district came under the inOuence 
of the Jharkhand Party of N E Hora A 
three-day All India Adivasi (Santal) Con¬ 
ference was held between Pdrruary 18 and 
20.1977 at Jhargram.” More than 10,000 
Santab including 500 women from Assam. 
Bihar, Orissa and Madhya Pradesh at¬ 
tended the conference and adopted a 
unanimous resolution demanding the 
introduction of ‘01 Chiki’ as the medium 
of education among Santais. It was held 
that ‘01 Chiki’ was phonetically more 
suiuble for the Santali language than the 
Ronum script. The conference also ap¬ 
pealed to the government to declare holi¬ 
days on the days of six major festivals of 
the Santal community, ftundit Raghuiuth 
Murmu laid the foundation stone of a 
Santali University at l^takundridahi, 
three kilometres from Khargram on 
February 21, 1977 

During the general elections of 1977, 
the number of Jharkhandi candidates 
contesting the assembly polls came down 
sharply. Kishun Murmu from Nayagram 
(ST), Shyam Charan Murmu from Binpur 
(ST) and Comastaprasad Soien from Ban- 
duan (ST) were, however, far from im¬ 
pressive. None could poll even 10 pci cent 
of the ‘/otfs. Interestingly, Dakhin Murmu, 


aatidwartofthe JMM, West Bengal unk, 
joined the newly formed Jaiuta Puly 
before the elections and contested from 
Binpur (ST) as a Janata Party candidate 
dashing the hopes of the Jharkhandi can¬ 
didate there to put up a better show. 
Besides, there were two Jharkhandi can¬ 
didates in the fray for the Lok Sabha elec¬ 
tions held in the same year but they could 
irumage only 0.S per cent of the total votes 
polled. 

In 1977-78 a convention was held by the 
followers of the movement at Ranchi 
which was largely attended by representa¬ 
tives from the Vkst Bengal unit. It was 
resolved to work for an overall revival of 
Jharkhandi culture. Observation of tradi¬ 
tional festivals, recognition of tribal 
dialect as well as traditional mode of pro¬ 
pitiation of deities, through their own 
‘dehuris’, ‘nicks’, etc, were planned as ^- 
ptessions of Jharkhandism’.” 

The year 1980 saw a number of conven¬ 
tions of the Jharkhandis as well as depu¬ 
tations to various authorities by tribal 
students, workers and peasants. These 
were aimed at giving publicity to the cause 
of the Jharkhand movement in general 
and to mobilise support behind its various 
activities. However, in the seventh Lok 
Sabha elections of 1980 the Jharkhandi 
candidates once again fared badly. Jhark¬ 
hand Pany this lime contested four seats 
in West Bengal viz Midnapur, Jhatgram 
(ST). Purulia and Bbhnupur (SC). But all 
these candidates forfeit^ th«r security 
deposits. The best among them, Bishnu 
Pada Soren from Jhargram (ST) could 
manage a meagre 5.89 per cent of the 
votes polled. 

In the 15182 assembly elections in West 
Bengal, the Jharkhand Party (Horo fac¬ 
tion) entered into an understanding with 
the Congress(l).” The JMM though it 
did not enter into any open alliance with 
the Congress, helped the latter to increase 
its vote in the region. Such an understan¬ 
ding, however, did not result into any elec¬ 
toral gain for the Jharkhandis who were 
a divided house Jharkhand Party and 
JMM candidates even opposed each other 
in some constituencies. There vrere some 
14 candidates in the fray, most of them 
backed by the JMM, but without any suc¬ 
cess. Among the prominent losers were 
Naiendra Nath Hsuuda from Knpur (ST), 
Manoranjan Mahato from Jhaigram, 
PatKhanan Soren and Kalipada Baskey 
both from Banduan (ST) and Chittaran¬ 
jan Mandi from Raipur (ST) constituency. 
All ol them had to contest as indepen¬ 
dents but whOe Narendra Nath Hansda, 
Manoranjan Mahato and Panchanan 
Soren performed creditably securing bet¬ 
ween 32 per cent and 22 per cent of the 
votes, the vice president of the Jharkhand 
Parly’s West Bengal unit Mandi had to be 


satitfled with leu than 3 per eeM of the 
votes. 

In the eighth Lok Sabha Ekeitions held 
in December 1984, both the Jharkhand 
Party and the JMM Hdded three and four 
candidates respectively. But as in the 
previous Lok Sabha polls their perfor¬ 
mance was rather poor. The best of the 
lot was Bishnu Pada Soren who could 
manage around 8 per cent of the votes 
from Jhargram (ST) parliamentary 
constituency. 

The formation of the All Jharkhand 
Student’s Union in June 1986 brought 
some militanQT and infused some fresh 
blood into the movement in Bihar. But 
West Bengal was affected very little by 
such a development. Neither any separate 
wing for the studem-activists came into 
being nor it had any impact on the elec¬ 
toral results of the Jharkhandi candidates. 

The tenth assembly elections in West 
Bengal (March, 1987) found some can¬ 
didates from the Jharkhand Kranti Dal 
apart from those of the JMM and the 
Jharkhand Party. However, Santosh 
Rana— a prominent leader of the Kranti 
Dal who later became one of the con¬ 
veners of the Jharkhand Co-ordination 
Committee, could poll only 187 votes out 
of a total of 77,331 votes polled in the 
Contai South constituency. The perfor¬ 
mance of the joint secretary of the JMM, 
state unit—Manoranjan Mahato and that 
of the state secretary of the Jharkhand 
Parry—Narendhtnath Hansda was much 
better. They polled around 7 per cent and 
25 per cent of the votes from Jhargram 
and Binpur (ST) constituencies respectiw^ 
ly. Birsingh Murmu, contesting under the 
JMM banner from Banduan (ST) consti¬ 
tuency managed to get around 9 per cent 
of the votes in spite of the existence of a 
Kranti Dai candidate, Panchanan Soren 
from the sanre constituency. 

The experiment with tlw Jharkhand 
Co-ordination Committee could not help 
matters as far as the division amongst dif¬ 
ferent Jharkhand Parties in 'Mat Bengal 
was coiKxrned. Personality clashes attrong 
the leaders, disagreement over the selec¬ 
tion of candidates and controversies regar¬ 
ding relationship with the Congress often 
came to the surface affecting the electoral 
prospect adversely. 

The Lok Sabha elections of IM9 saw 
an unprecedented number of Jharkhandi 
candidates from West Bengal. There were 
eight contesunts from Jharkhand Pwty 
alone and two from JMM. However, in¬ 
crease in the number of cudidates failed 
to boost the percentage of votes to any 
considerable degree: While Jharkhand 
Party managed 0.65 per cent of the votes, 
JMM could poll 0.14 per cent only.” 
Apart from Narendranath Hansda from 
Jhargram (ST) who polled almost 18 per 
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cent of the votes in hit constituency none 
of the rest couM get even 6 per cent of the 
votes. 

Such dismal performance continued 
during the Lok Sabha elections held in 
May 1991 and by-elections in the month 
of November. In spite of an alliance with 
the Congress neither the Jharkhand hny 
no^ the JMM could muster even 9 per cent 
otthe votes in any of the four seats they 
contested. However, inrighting continued 
as was evident from the Purulia consti¬ 
tuency where both the JMM and Jhark¬ 
hand Party fteided candidates in the 
by-election. 

The most remafkable feature of the 
assembly elections held in the same year, 
simultaneously with the Lok Sabha poll, 
was the presence of almost 30 Jharkhandi 
candidates in the electoral fray spread over 
not only Midnapur, Purulia and Bankura 
districts but over Bardhaman district also. 
Quite a few candidates under the banner 
of Hul Jharkhand Party contested to 
complicate matters further. After a lapse 
of 20 yean Jharkhand Party this time 
could send the most consistent performer 
of its candidates over the years, Naren- 
dranath Hansda from Binpur (ST) to the 
West Bengal Assembly. Apart from 
Hansda who polled 58 per cent of the 
votes quite a few othen also secured se¬ 
cond or third position by polling between 
40 per cent and 20 per cent of the votes. 
But the fact of an alliance between the 
Jharkhandis and the Congress robbed the 
candidates off any credit which they 
otherwise could have claimed. 

Electoral experience in West Bengal 
amply prove the weakness of the move¬ 
ment in the state In a sharp contrast to 
the success of Jharkhandi candidates in 
Bihar in successive battle of the ballots, 
their counterparts in Wat Bengal could 
send only two representatives to the state 
assembly in 1971 and only one in 1991 and 
even that with the help of the Congress. 
Results prove beyond doubt that not all 
the tribal people vme for the Jharkhan¬ 
dis. Even if a wider definition of ‘Jhark¬ 
handis' is used to inclutte the non-tribal 
sympathisers as wdl, the percentage of 
votes polled by most of the Jharkhandi 
candidates in successive elections does not 
speak very highly of their suppon base. 
This m^y largdy be due to a different 
socio-poOtical situation in West Bengal 
which perhaps because of its own unique 
features have kept the tribal folk in greater 
harmony with their more privileged 
neighbouis. 

Government Response 

In response to the various demands 
-raised by different Jharkhand parties and 
social ofganisations and to improve the 
conditions of the tribals in West Bengal, 


the state government, has taken several 
positive measures over the years. A sepa¬ 
rate tribal welfare department was inau¬ 
gurated in the state in the year 1952 with 
271 branches all over the state at the pan- 
chayat, district and subdivisional level, to 
look after the development of all the 
scheduled communities. A Cultural 
Research Institute was established in the 
year 1955 to facilitate research on different 
aspects of tribal life and to suggest 
measures for their all-round development. 

‘Jhargram Development Council’ was 
established in March 1973, which has 
undertaken several measures to improve 
agriculture, irrigation and small-scale in¬ 
dustries in the region. Forest development 
schemes have also been taken up recognis¬ 
ing the intimate relationship between the 
tribals and the forests. Tribals in the state 
enjoy special rights and privileges as far 
as consumption of forest products is con¬ 
cerned. Eighty-eight large sized multipur¬ 
pose co-operatiw societies (LAMPS) have 
come up” in different tritral areas of the 
state to improve the socio-economic con¬ 
ditions of the tribals. These LAMPS pro¬ 
vide money to the tribab for different self 
employment schemes in the Helds of agri¬ 
culture, animal husbandry, mnall-scalc in¬ 
dustry, etc These societies are quite effec¬ 
tive in genetatit^ new employment oppor¬ 
tunities for the tribals. 

Representation of scheduled tribes in 
government jobs has increased over the. 
last 10 to 12 years. In 1977 the percentage 
of such people in government jobs was 
only 1.69 but the figure has reached 3.69 
per cent in Though it is clear 

from the above Hgures that mote and 
mote people from the deprived sections 
ate given official responsibilities in various 
government sectors, there can be no <teny- 
ing the fact that one would like to see a 
greater percentage of the tribal people 
sharing responsibilities in the higher 
echelons of the government. 

The state government has taken some 
measures to Tight against illiteracy among 
the tribals. Maintenance grants have been 
introduced for the parents of tribal 
students to bring them to schools. The 
state government has further arranged for 
special coaching facilities for such 
students, increased the number of scholar¬ 
ships for them and has opened 66 bshram’ 
(residential) hostels speciTically earmarked 
for the tribal students.” A residential 
higher secondary girls' school has also 
been opened at Belpahari of Jhargram 
subdivision, Midnapur, providing free 
education and accommodation to some 
360 tribal girls. 

Besides, the West Bengal government 
unlike its counterparts in Bihar and Orissa 
has officially recognised the *0l-€2iiki' 
script, developed by Hindil R^hunath 
Murmu and used by a section of Santals 


and Mundas for writing Santali and Mun- 
dari respectively. Santali has been 
recognised as a medium of instruction at 
primary level of education and the educa¬ 
tion department of the state government 
has undertaken the task of publishing 
primary books for children in 'Ol-Chiki' 
script. Arrangements have also been made 
to run courses for imparting tribal 
languages to the personnel working in the 
‘Integrated Tribal Development Project' 
areas. 

The Slate government has also shown 
interest in preserving the cultural heritage 
of the tribal people. Cultural centres for 
the tribals have come up in Seuri and 
Jhargram. A branch of the-‘Lokranjui 
Sakha’ has also been opened at Jhaqram 
to promote and preserve folk traditions. 
A museum, named after Sido and Kanhu, 
has been set up at Seuri in 1980 to preserve 
tribal heritage. Seminars and ‘melas’ 
(fairs) are held in different parts of the 
state where both tribals and non-tribals 
take part in folk songs, dances and other 
cultural activities thereby strengthening 
the process of integration. 

The bulk share of the beneflts from the 
government’s land reform measures has 
gone to the scheduled caste and scheduled 
tribe population of the state. In Purulia 
district where tribals constitute 18.79 per 
cent of the total population (1981 Census) 
the percentage of them getting 'patta' of 
khas land, patta of homestead land and 
registered bargadar are 30.40 per cent, 
37.50 per cent and 22 per cent respectively. 
Likewise in Bankura district 10.55 per cent 
of the people are tribals and their percen¬ 
tage of getting patta of khas land, patta 
of homestead land and registered bargadar 
are 19.58 per cent, 12.79 per cent and 11J 
per cent respectively. In Midnapur district 
7.99 per cent of the people are of tribal 
origin and their percentage of getting pat¬ 
ta of khas land, patta of homestead land 
and registered bandar are 22.51 per cent, 
23.05 per cent and 15.26 per cent 
respectively.^*. 

^nce 1985 several soil conservation 
measures have been adopted in the slate 
beneHting the tribal small hokkn in large 
numbers. During 1985-86 the number of 
tribal beneficiaries were 2,781, followed by 
1,612 in 1986-87, 3,894 in 1987-88 and 
3,438 in 1988-89.” 

There is no doubt that a lot more has 
to be done to really effect any significant 
change in the overall conditions of the 
tribals in the state The government has 
to make sure that the beneCts of diffnent 
policy decisions reach those for whom 
they are really meant. But in spite of in¬ 
adequacies here and there, one thing is 
sure th'at by declaring June 30 as Sido— 
Kanhu day, by renaming Calcutta’s 
Esplanade east as ‘Sido-Kanhu Dahar' or 
by dedicating the stadium at Durgapur as 
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well as the bridge over Subarnarekha river 
to the memory of these two tribal heroes, 
the state government has recognised theii 
role in the anti-colonial struggle of yester¬ 
years. This has no doubt gone a long way 
in removing the feeling of alienation— 
the psychological barrier which often 
gives rise to separatism. 

Weaknesses 

The movement in West Bengal, in spite 
of its unique features born out of the 
socio-political milieu of the state has. 
however, inherited the organisational 
weakness which characterises its counter¬ 
part in Bihar. It suffers from factional 
feuds not only on different issues but on 
persmial lines. Though the Jharkhand Co¬ 
ordination Committee denies the existence 
of internal squabbles, the very fact of for¬ 
mation of the Jharkhand Mukti Morcha 
at the Slate level, under the leadership of 
Joyram Mandi, former secreury of the 
Jhvkhand Ruiy, speaks for itself. Suspe- 
sion of Manoranjan Mahato. joint 
secretary of the ^t Bengal unit of JMM 
from the party, the non-participation of 
JMM followers in various JCC sponsored 
programmes of the movement as well as 
fielding of more than one Jharkhandi 
candidates from a single constituency dur¬ 
ing elections, partially explain the move¬ 
ment’s limited success in West Bengal. 
Different units of the movement in the 
state maintain a strange relationship 
among themselves and have failed to 
evolve any joint forum to fight for their 


goals unitedly. 

Besides, ideological confusion persists 
among the leaders of the movement, while 
some subscribe to the path of Gandhian 
non-violence, there ate some radicals who 
favour militant struggle to achieve their 
goal. Though some of the leaders preach 
Marxist brand of socialism and pledge to 
establish a lalkhand’ free from exploita¬ 
tion.-'* the movement has moved a tong 
way from the path of class struggle Some 
even suspect infiltiation of landed interest 
in Jharkhand ranks” especially when 
leaders oppose land-ceiling on the plea 
that such restrictions are absent in case of 
urban property. Interestingly enough, 
while the movement leaders in Bihar go 
with the leftists on various issues and 
support jointly the present Janau Dal 
government in power, in West Bengal the 
protagonists of Jharkhand movement find 
the Congress as their natural ally. Many 
of the prominent leaders of the movement 
in West Bengal have a Congress back¬ 
ground. On the other hand, since the 
Jharkhand parties are not in a position 
to form governments in West Bengal and 
have the remotest chance of improving 
their position dramaticallv in the near 
future, they are being patronised by the 
Congress and used as a lever against the 
Left Front government to reap the benefit 
in the long run. 

The movement suffers from the addi¬ 
tional problem of lack of a common 
language for the different tribal com¬ 
munities. Santals, Mundas, Oraons—all 
have their own languages. Even some of 


the Santals have adopted Bengali for ptac^ 
tical reasons. Similarly, Mundas, because 
of their accommodative nature; have 
gradually made Bengali their own 
language” Regarding the use of scripts 
Sanuls, the largest tribe in West Bengal, 
are divided wnong themselves. While 
some prefer the Roman script, others go 
for Devnagri, Bengali or *01-Chiki* 
scripts.” 

However, the main weakness of the 
movement in West Bengal is that tribals 
constitute a minority in all the three 
districts of the state. While in Midnapur 
their percentage; according to the 1981 
Census figures, is not more than a meagre 
7.99 per cent; in Bankura they constitute 
only 10.5S per cent and in Purulia they ac¬ 
count for not more than 18.79 per cent of 
the total population in the district.” 


District 

Tout 

Tribal 


Population 

Population 

Midnapur 

67,42,796 

3,38.877 

Bankura 

23,74,813 

2,30,390 

Purulia 

18,33,801 

3.48.375 


If one takes into account the distribu¬ 
tion of tribal population in different 
police stations of these three districts, 
tribals constitute a majority (S1.7 per cent) 
only in Banduan P S of l^irulia.” In all 
other police stations they are minorities. 
However, Narendranath Hansda, secretary 
of the Jharkhand Rirty, West Bengal unit 
and S K Liaquat Ali, chief organiser of 
the JCC eastern zone, argue that sup- 
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mnottnefneMmeni'Constitute W per. 
eeni of the population in Btnpur 1 and II 
blocks, 65 to 7b per cent in the areas like 
Midnapur Sadar block, Kharagpur, 
Salboni, Goultar, Chandragola and 
Keshpur in Midnapur district and 60 to 
75 per cent in Raipur, Sarangen, Raniban- 
dis, Taldanga, Indus, I^thragai, Hura, 
Onda and Khatra in Bankura district.'^ 
In Fact, the movement leaders, of late, 
have liberalised the definition of 
Jharkhand and even consider the ‘sadan’ 
communities (non-tribals but living since 
long) who apart from residing in the 
region observe various local festivals, 
share the cultural heritage, take pride in 
adivasi martyrs and worship tribal deities 
under 'sarna* (sacred grove) as Jharkhan- 
dis irrespective of their language, religion, 
caste or sects.'" Thus, Santosh Rana 
leader of the Jharkhand Kranli Dal and 
one of the conveners of JCC claim that 
if the scheduled tribes are taken together 
with the 'sadan' communities, they con¬ 
stitute more than VO per cent of the popu¬ 
lation in west Midnapur, an overwhdming 
majority in Bankura and nearly 100 per 
cent in Purulia district.^* 

However, such claims by the Jharkhand 
leaders have been challenged by the local 
CPI(M) leadership who contend that 
because of the ‘fear psychosis’ created 
among the local people by the Jharkhan- 
dis, they can hardly express their views 
freely.^' Moreover, thou^ there are some 
non-tribal supporters of the Jharkhand 
movement, conversely not all the tribals 
favour the idea of a separate Jharkhand 
state. Dibal members of the CPI(M) often 
get involved into direct confrontation with 
their pro-Jharkhandi tribal brethren. 

In a major policy shift the JMM, at a 
joint meeting with the BJP held in ^tna 
on July 19, 1990, formed a ’Jharkhand 
Vananchal Action Committee' with Sibu 
Soren as the convener of the steering com¬ 
mittee and decided to confine the propos¬ 
ed Jharkhand state to the geographical 
boundaries of Chhotanagpur and Santal 
Parganas alone." This revised demand 
sounds more realistic especially when one 
compares the concentration of tribal peo¬ 
ple in South Bihar districts with that of 
the districts of three other states. Recently 
in an interview Soren. who is not only the 
president of the JMM but also the leader 
of the party jn the Lok Sabha, has con¬ 
ceded that the party organisation outside 
Chhounagpur and Santal parganas in 
Bihar is not very strong. Therefore, for 
strategic reasons they are emphasising on 
creating a smaller state at present, but cer¬ 
tainly not giving up the demand for a 
‘Vrihat Jharkhand Rajya*.*' Almost in 
the same vein Surya Singh Besra, chief 
secretary of the Jharkhand People's 
Party—the political wing of AJSU, has 


expressed the desire to form a separate 
state comprising 16 districts of tribal 
Bihar to start with." Even the committee 
on Jharkhand matters in its report has 
recommended the setting up of an auto¬ 
nomous council for the districts of south 
Bihar only—leaving West Bengal, Orissa 
and Madhya Pradesh undisturbed.^^ 

The right of a nation's self determina¬ 
tion is a sacred right and can be made ap- 
plicabte even to a sub-nationality. But any 
such demand requires careful scrutiny in 
order to minimise the risk of a counter 
reaction later. Whether the Jharkhandis 
get a separate state, a union territory or 
an autonomous council, they-will perhaps 
have to leave the idea of partitioning 
Bengal once more. 
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DISCUSSION 


Neo-Brahininism: An Intentional 
Fallacy? 

V Geetha 
S V Rajadurai 


V SURESH’s lengthy exposition on 
‘causes and portents’, with respect to the 
rout of the DMK in the 1990 assembly 
eleaions (‘The DMK Debacle: Causes and 
Portents’, October 17) raises more ques* 
tions than answers them: questions regar¬ 
ding the complex, uneven and capricious 
nature of caste-class relaiionships in ’Rtmil 
Nadu and the ideological struggles and 
material bases of brahminism and the 
nature of resistance to domination and 
hegemony in a patriarchal caste society. 

Suresh's exposition may be seen to fall 
into three parts: in the first part he has 
assembled reasons and hypotheses as to 
the defeat of DMK. The second part 
focuses on the limitations supposedly evi¬ 
dent in the broad-based non-brahmin con¬ 
sensus constructed by the Dravidian 
movement and articulated as a political 
strategy by DMK; here, Suiesh attempts 
to analyse the contradictory and, often, 
antagonistic relationship that exists bet¬ 
ween the backward castes (BCs) and 
scheduled castes (SCs). The third part of 
the exposition is an attempt at a 
theoretical statement on the play of 
ideology and power in the caste system as 
it obtains in Thmil Nadu. Mite shall 
examine each of these arguments shortly. 
It seems to us that in every one of these 
instances, Suresh displays an amazing 
insensitivity to the interplay between 
material reality and consciousness; to the 
‘ripple’ effects of ideology and to the 
mode of production (and legitimisation) 
of power in caste Hindu society. 

Suresh’s list of hard, empirical facts 
which ostensibly explains and helps us 
understand why DMK’s defeat was a 
foregone affair is exhaustive, but only 
deceptively so. The impact of develop¬ 
mental measures on voters’ consciousness 
is not only difficult to gauge and judge 
but in a polity where material interest 
has been mediated by a patchwork of 
ideologies and a changing configuration 
of political and economic foa'es, the mere 
enumeration of such factors as causes can 
serve no account. Besides, Suresh inserts 
the curious and contradictory disclaimer 
that class issues have never been con¬ 
sidered pertinent in Tamil Nadu (aRer 
having argued thus far, class issues were 
decisive), but nowhere does he demon¬ 
strate why (or how) ideological issues— 
whether of cultural identity or any 
other—assumed pertinence over and 


above issues of class. Nor does he tell us 
why some ideological mediations were 
successful—M G Ramachandran’s 
ideological sops, for example—while 
others were contested. Thus he does not 
raise the question of why DMK’s develop¬ 
mental measures were perceived as being 
against them by voters (if indeed they 
were) whereas similar sins of omission and 
commission committed during MGR’s 
tenure as chief minister were rarely con¬ 
sidered as such. In other words, Suresh 
has no theory or understanding of 
ideology and its role and function in Ihmil 
polity and society. This is evident, as we 
shall soon see, in his judgment of DMK 
(and Karunanidhi’.s) misogyny and bad 
taste. 

Suresh considers DMK’s ingrained 
misogyny a significant reason for the 
woman voter to reject that party. While 
the woman voter was, no doubt, alienated 
by DMK misogyny, it is important to ask 
the question as to why misogyny became 
an electoral is.suc For, it is not that women 
voters in Ibrnil Nadu, or women in 
general, have rallied against misogynistic 
ideologies and representations. Misogyny 
has been the staple of a plethora of 
discourses here, from the sacred to the 
profane: One has only to consider the 
Kanchi Shankaracharya’s opinions on 
such matters as the role of womanhood, 
widow re-marriage, etc, to understand 
how misogyny structures perceptions in all 
realms. Besides, misogyny knows no caste 
barriers either and anti-women sentiments 
and representations are expressed as 
much by brahmin film-makers such as 
K Balachander, Kamala Hasan, Visu and, 
more recently. Mani Rathinam, as by non¬ 
brahmin (and Dravidian) enthusiasts. 
Similarly tifisogyny unites ‘man’kind in 
print m^ia as well, as Tamil weeklies run 
by men of various castes vie with each 
other in the common task of debasing 
female selfhood. Therefore, it remains to 
be seen why DMK misogyny was perceiv¬ 
ed and understood as particularly repel- 
lant by the Tamil woman voter. The 
woman voter had, after all. voted the 
covertly misogynistic MGR to power, in 
spite of the latter’s utter contempt for 
women, especially independent, assertive 
women—a fact painfully evident in many 
of his films where the woman is often 
'tamed' out of her ostensible arrogance 
and shown her place in a man's world. 


Further, the woman voter had assented to 
the objectification of the female body as 
an eternal site of either glamour and lust 
or as a receptacle for the man’s seed in 
many a MGR film. It seems to us the 
mediations of sexuality by MGR and in 
MGR films were markedly different from 
the crude, largely unself-oonsdous ex|»es- 
sions of male power and arrogance 
resorted to by DMK ideologues in their 
speeches, writings and films. MGR con¬ 
structed women as at once virtuous and 
promiscuous, as mothers-and lovers 
simultaneously, thus allowing for a play 
of female sexuality within bounds; 
whereas DMK exhibited a routine disdain 
and contempt for the female self that serv¬ 
ed Jayalalitha well, especially after the 
assembly incidents when she was allegedly 
assaulted. 

It is, thus, important to trace out the 
mediations of power as these obtain at a 
particular historical conjuncture, for 
otherwise we may never be able to account 
for the fact that MGR, in spite of every 
kind of political double speak, passed off 
as the generous and bountiful ruler whose 
aberrations were minor flaws in an other¬ 
wise gc^ and gracious personality. 
MGR’s cinematic appeal contributed only 
partly to the successful mediations of 
power which he effected. Behind MGR lay 
the history of the non-brahmin movement 
and its achievements; a history he ap¬ 
propriated very skilfully by placing 
himself at the end of it as if he and he 
alone possessed sole rights to that history 
and its uses. In the heyday of DMK, 
Karunanidhi had successfully projected 
himself as the rightful leader of the 
Tamils, chiefly because he rode the crest 
of nearly half-a-century-old non-brahmin 
momentum. His return to office happen¬ 
ed at a different time when a different set 
of historical events and actors and chang¬ 
ed economic and social circumstances had 
emeiged on the scene. In 1989, non- 
brahniinism in the Dimil counti y had to 
contend not only with its constitutive 
limitations, brought to the fore by the 
emergence of Paitali Makkal Katchi 
(PMK),' but with an aggre.ssive and con¬ 
fident Hindu-Hindi nationalism that 
sought to define itself chiefly in 
brahminical terms, even while co-opting 
non-brahmin castes into its rhetoric. In 
this changed context, social justice and 
Tamil nationalism, two themes that had 
shaped and informed the broad-based 
non-brahmin consensus for over half a 
century had to radically re-siiuate 
themselves to survive as viable political 
ideologies. DMK, during its second term 
in office, was singularly unfit and inade- 


Economic an« Political Weekly Janucry 16-23. I9V.3 


129 


‘ quatety equipped, either ideologically or 
politically to cope with these new anxieties 
of history and fell back on predictable 
slogans and hesitant half-measures. 
Suresh grants that DMK had fallen from 
grace, so to speak, but insists that that was 
in consequence of an originally flawed 
non-brahmin project rather than an effect 
of choices made (and not made) at par¬ 
ticular moments in the non-brahmin 
movement’s existence in history. But, 
before we attend to Surcsh’s views on these 
matters, a few other points are in order. 

Firstly, it is highly questionable whether 
DMK leaders were seen as any more (or 
less) corrupt than AIADMK leaders by 
the Tamil masses. Besides Suresh commits 
a fundamental methodological error when 
he attempts to compare corruption during 
DMK’s term in office with Jayalalitha’s 
remonstrances against corruption after 
she had been voted to power. Suresh’s 
argument in this respect is a fine exercise 
in hegelian sophistry; he expects us to 
believe that the Tamil voter anticipated 
Jayalalitha’s anti-corruption remon¬ 
strances and chose, therefore; and on that 
account to vote the DMK out! Suresh of¬ 
fers another ingenious explanation as to 
why MGR (and AIADMK) rule proved 
popular: he cites the instance of MGR 
doing away with the hereditary posts of 
village heads and ‘karnams’ as intending 
to benefit SCs. In reality, however, it 
facilitated bribery and corruption, 
amongst appointing officers and elected 
VAOs. Secondly, Suresh has misjudged the 
nature and purpose of the anti-DMK pro¬ 
paganda campaign that, in fact, was set 
in motion well before the assassination of 
Rajiv Gandhi. The campaign sought to 
project an image of Tamil Nadu as a 
state where law and order had become 
dangerously unstable, due to the activities 
of the LTTE and it further argued, on the 
basis of a specious but persuasive logic, 
that this was indeed proof of the DMK’s 
secret commitment to the ideal of Tamil 
nationalism and the imminent seceding of 
the state from the union. (It is noteworthy 
that Suresh, his academic ‘rigour’ not¬ 
withstanding, accepts the campaign's 
characterisation of Tamil Nadu as reeling 
under a "reign of terror unleashed by 
armed Sri Lankan Tamils in the coastal 
districts*'.) While this propaganda was 
carried out with immediate ends in 
mind —the ouster of DMK government — 
it also served to orche.strate a wide range 
of opinions on matters ranging from 
DMK’s Dravidiani.sm, the Dravidian 
movemeni’s anti hiahminism. the early 
‘mandal'ising ol Tamil society to the 
Indian nation's inviolable frontiers, 
its e.ssciiti.il ■inivi’iiiy and nni;/ . . In ef¬ 
fect, the piopapi.ii).) campaign biought 
together ip. an alliance, casteisi 

brahmins, pan Hiini ; Indian chauvinists, 
political opportiii'iocs and, to an extent. 
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fepresematives of the genuinely aggriev¬ 
ed (certain dalit leadm, for instance). 
Thus, the pattern of alliances thav had, 
all along, secured brahmin-bania' hege¬ 
mony at the centre was reproduced in 
Tamil Nadu and found a fitting spokes¬ 
person in Jayalalitha.^ MGR had been 
an early arbiter of this alliance in Tamil 
Nadu but the emergence of Hindutva 
forces after the mid-8Qs altered the nature 
and significance of this alliance in very 
many important ways. 

Thirdly, it seems to us that Suresh, in 
his eagerness to argue that brahminism is 
not the sole preserve of brahmins alone, 
loses sight of the salient fact that 
brahminism today in Tamil Nadu and 
elsewhere is manifest not only in the logic 
of the caste system, sanctifying graded in¬ 
equality, but exists as the ethos of a pan 
Indian (Hindu) ruling class/combine. It is 
in its role as a great legitimising ideology 
that brahminism carried the day with it 
in Ibmil Nadu in the 1990 elections, pro¬ 
viding as it did. an overarching context 
within which various factors interacted to 
bring about the defeat of DMK. 

To return to the question of the nature 
of the non-brahmin consensus as it has 
evolved in Tamil Nadu: Suresh’s argument 
in this regard reiterates the following; 
That it is not so much brahminism (or 
brahmins) as the sanskritised caste ar¬ 
rogance of BCs that is central to and 
instrumental in the oppression of SCs and 
to the persistence of caste as an institu¬ 
tion. Suresh also argues that BCs in Tamil 
Nadu have attairml such levels of domina¬ 
tion that to invoke the ideology of non- 
brahminism as a rallying cry for libera¬ 
tion in caste Hindu society is surely 
gratuitous. Suresh queries the '‘shibboleth 
(sic) of brahmin hegemony” and insists 
that “casteism clearly is not a preserve of 
the brahmins”. While granting that 
brahmins are present in Hindutva ranks 
and elsewhere in positions of power, he 
suggests that "so too are other caste 
groups”, and observes that new facts are 
in onJer, facts that will reveal caste-wise 
control of capital, trade and finance. It 
is within a critical matrix, structured by 
-*such presuppositions that Suresh sttuates 
and analyses—in passing—lAe nature of 
non-brahmin consensus, EVR Reriyar and 
the vexed question of BC-SC relation¬ 
ships. 

While it is true that BC-SC relation¬ 
ships are “narked by conflict and con 
tradiction, the fact of their antagonism 
cannot be treated as an isolated detail. 
Historically, power in ^he Tamil eoun- 
trjNide derived from landownership and 
caste control of valuable, agricultural 
resources, but even such power as wielded 
by rulers and chieftains—Nicholas Dirks 
notwithstanding—was rendered uiiiliori- 
lative and recognised as legitimate only 
when it attached itsell to the brahmin 


priest and his The MUimih has 

played and continues to play an impor¬ 
tant role as arbiter of authority in %mil 
society and, in existential terms, the 
authority that, today, resides in the high- 
profile brahmin bureaucrat and in the case 
of present day Tamil Nadu, the brahmin 
industrialist and mediaman, cannot, even 
for qrisiemological or heuristic reasons, 
be confused with the power that flows 
from caste-arrogance in the llunil country¬ 
side. In other words, the casteism of the 
BCs is a refracted ideology, whereas 
brahminism, the informing logic of the 
caste system and the Indian state, is the 
self-conscious expression of an occlusive 
group that is not only deeply committed 
to preserving that exclusivity but equally 
concerned that it do so in the name of 
mutually shared values. Thus, the libera¬ 
tion of SCs cannot be imagined within a 
circle of oppression that locks them into 
perpetual conflict and confrontation with 
BCs. This oppression must be seen as 
deriving its strength and persistence from 
its articulation with the ruling and 
hegemonic ideology of brahminism, and,- 
unless, the multiple mediations that struc¬ 
ture BC arrogance and power are clearly 
mapped out the liberation of SCs will pro¬ 
ceed along paths that only lead to the 
Congress (and now, BJP) ‘solution* for the 
problem of oppression of the SCs. 

If we were to consider the nature of BC 
domination in Ihmil Nadu we would 
realise at once that the BCs are compos¬ 
ed of discrete, often, territorial segments 
that are locally dominant and united in 
the last instance only by their opposition 
to brahmin h^emony. No single BC can 
be said to have monopolised educational 
and employment opportunities in the sute 
and while some castes such as the nadars 
and gounders have taken to lucrative trade 
and entrepreiieurship, the BCs, even when 
put together, do not come anywhere near 
controlling capital and financial markets 
in the state. The TVS and amalgamation 
groups are, as yet. the leading industrial 
houses in the state and hbt only are 
brahmins entering the financial sector in 
a big way—consider the phenomenal rise 
and success of Sundaram Eiiunce—but 
are already present in key positions of 
power in banking. This- foct has been, 
somewhat embarrassedly, brought home 
to Thmil brahmins by the fact of many of 
their own kind being allegedly involved in 
the bank scam. (Ironically enough, some 
of those allegedly involved in*the scarh, 
such as the former attorney-general of 
India. G Ramasamy, now seek to invoke 
a ‘southern’ (Dravidian?) identity to 
indicate the perversities inherent in a 
‘northern’ (Aryan) financial conspiracy!) 
brahmin hegemony in Tamil Nadu is 
present not as it did in 1916—the foun¬ 
ding year of the non-brahmin/justice 
movement—as a ubiquitous presence in 
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the public and political life of.ifw state, 
but as a sort of dispersed power in the 
realms of media, central government ser¬ 
vices, banking, insurance, higher 
academia and research, especially in the 
sciences, and, most importantly, given the 
current phase of economic liberalisation, 
in the multinationai corporate sector. 
Thus, not only is brahminism a legitimis¬ 
ing ideology but brahmins, by and large, 
are present in positions of material 
import. 

Suresh argues, on the basis of P Radha- 
krishnan’s findings that reservations have 
really only helped to augment BC power 
in Tamil Nadu.’ This argument has a 
familiar ring, reminiscent of the anti- 
Mandal discourses of the Arun Shouries. 
For this academic datacraft, Mandal 
himself offers the best answer: 

It is no doubt that the major benefits of 
reservation and other welfare measures for 
other backward classes will be cornered 
by the more advanced sections of the 
backward communities. But is not this a 
universal phenomenon? All reformist 
remedies have to contend with a slow 
recovery along a hierarchical gradient. 
There is no quantum jump in social 
reforms. Moreover, human nature, being 
what it is a ‘new class' does emerge even 
in classless societies. The chief merit of 
reservation is not that it will introduce 
egalitarianism amongst OBCs, when the 
rest of the Indian society is seized of all 
sorts of inequalities. But reservation will 
certainly erode the hold of the higher 
castes on the sei vices and enable OBCs in 
general to have a sense of participation in 
running the affairs of their country. 
{Report ttf tl» ^Kkwwd Classes Commis¬ 
sion, First IVt, 1980, Chapter XIII, 
para 13.7). 

What is novel in Suresh’s argument is 
that communities like kongu veilala and 
nadars (considered more advanced than 
the rest of the backward castes) are seen 
to consist only of landowners, business¬ 
men and professionals, that with an in¬ 
crease in their (and the other ‘more 
advanced’ backward castes) educational 
and employment opportunities, it is 
a.ssumed their oppression in the country¬ 
side is heighten^. By Suresh's logic, the 
only way to remedy this situation seems 
to be to deny them the benefits of reser¬ 
vation. Suresh, further, argues that the 
“dashes between the kallars/maravas on 
the one hand and the consolidated oppres¬ 
sion of ihe SCs is too well known to be 
reiterated". But, as we shall soon .see, caste 
alliances and clashes in the Tamil country¬ 
side have been far more complex and shif¬ 
ting than the simplistic picture drawn by 
him. 

Historically, the BCs were drawn into 
a unified political formation by Ihe 
non-brahmin movement, but this unity 
was es.sentialls a constructed effort of self- 


conscious political strategists and 
visionary ideologues such* as T M Nair 
and EVR Periyar. Thus, this unity was not 
automatically displaced or faithfully 
reproduced in the social and economic 
domains despite the vigorous attempts of 
the self-respect movement in this regard. 
Throughout the last decades of the 
previous century and through the initial 
decades of this one, the backward castes 
were acted upon by and acted on two im¬ 
pulses. One was the impulse towards 
evolving a corporate caste identity, often 
against a caste group that was perceived 
as a threat and in response to changed 
economic and socio-political circum¬ 
stances brought about by colonialism. The 
other impulse arose as a response to the 
changed face of brahminism in the late 
19th and early 20th centuries and sought 
to. marshall ail non-brahmin castes, in¬ 
cluding the so-called depressed classes (as 
the SCs were referred to then), into a ‘non^ 
brahmin political bloc to counter the 
unitary strength and dispersed effects of 
brahminism. The first impulse brought 
dominant caste groups into conflict with 
each other, as happened with nadars and 
maravas throughout the I9th century and 
also pitted dominant BCs against labour¬ 
ing SCs, as has happened in contemporary 
Tamil Nadu.^ Under the second impulse, 
various castes, including the depressed 
classes, came together to claim a new 
political identity, a process that commenc¬ 
ed with the founding of the non-brahmin 
movement but which was most fitfully 
realised in the form and aaivities of the 
self-respect movement.’ Both impulses 
were contingent on a radical re-discovery 
of self-respect by a caste or group of 
castes. It was the dynamic and self-assured 
nadars who challenged the traditional 
dominance of maravas in 19th century 
Tamil Nadu, while in 1916, it was an 
a.ssorted group of bilingual, non-brahmin 
intellectuals such as Naiesa Mudaliar and 
T M Nair who came to articulate their 
self-worth through a rejection of brahmin 
hegemony. The backward castes have, 
therefore, been engaged in a process of 
dialectical upheaval, now lending towards 
ideological and political unity, but often 
pitied against each other and against the 
scheduled castes, drawn as they are into 
economic contradictions and sodal 
antagonisms. 

Backward caste/scheduled caste rela¬ 
tionships are, likewise, sought to be work¬ 
ed out within the terms of this dialectical 
logic SCs are exploited, berated and 
upper/backwu.d caste arrogance and 
pride express themselves through the ritual 
and actual humiliation of thfc SCs. Ca.ste 
conficii persists, because land relations 
and relationships of production in the 
Tamil countryside continue to be inform¬ 
ed by the |>olitical economy of casie and 
caste oppression is often the form 


auumed by economic exploitation. In re¬ 
cent times, conflicts have hinged upon SC 
defiance of traditional authority. Educa 
tion and prospects of mobility and 
employment in far-flung places have 
foster^ in a new generation of SCs a 
resolute self-worth that does not hesitate 
to call into question customary notions of 
servitude. In the past, scheduled castes 
such as the pallans had joined up with 
traditionally dominant castes such as the 
maravas in the latter's clashes with the 
nadars. maravas had pallans working 
their land and engaged them in various 
other forms of labour and naturally 
enough deployed them in their confron¬ 
tations with the upwardly mobile nadars. 
However the non-brahmin movement as 
well as the self-respect movement saw 
members of the SCs uniting with the 
backward castes in a common cause. As 
late as I9S7. the year of the Mudukulathur 
riots which saw thevars (maravas) launch 
onslaught against SCs, nadars and SCs 
joined together to counter thevar wrgth. 

Having said this, we must emphasise 
that BC-SC antagonism is by no means 
a matter of the past. Its persistence has 
proved to be a major challenge for non¬ 
brahmin ideologues, who, since the days 
of the inception of the non-brahmin 
movement, have attempted to come to 
terms with it.* The question of caste op¬ 
pression of SCs was debated during the 
early decades of this century. The 'pan- 
chama’ question (as it came to be refer¬ 
red to) figured prominently in Hume Rule 
and Congress deliberations. Reformrst 
brahmins, anxious to prove themselves 
worthy of Home Rule, were chiefly con¬ 
cerned with ‘humanising’ (and domesti¬ 
cating) the SCs. Much ink was split on the 
matter of re-locating the SCs within rather 
than without the hierarchies of caste. Pro¬ 
minent Madras notables of the day such 
as justice Sadasiva Iyer, for instance, sug¬ 
gested that the ‘panchamas’ be constituted 
as one of the sub-castes of one or other 
of the ‘shudra’ castes.' Justice leaders 
such as Nair were, however, keen on con¬ 
stituting a truly inclusive, non-brahmin 
political forum and one which would be 
consistently opposed to the organising 
principles of caste and brahmin hegemony. 
Even as Nair and other justice ideologues 
such as O Kandasamy Chetty attempted 
to forge a ‘shudra-panchama’ alliance, cer¬ 
tain dalit intellectuals and community 
leaders of the day were, likewise, engaged 
in the process of constructing a broader 
forum and a more inclusive identity for 
political and cultural self-expression. As 
early as 1891, Ayothidas Pandithar, a pro¬ 
minent dalit-buddhist intellectual of the 
day had founded the Dravida Mahajana 
Sangam and from 1907 edited a news¬ 
paper called Oru Paisa Tamizhan. Men 
like Ayothidas, while conscious of 
backward caste oppression of dalits were. 
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nevertheless, cmivinced that an ideological 
struggle against brahmins and brahminism 
was primary and necessary. Ayothidas was 
also convinced of the importance of and 
inevitability of a 'shudra-panchama* 
alliance. While very vigilant against 
casteist rancour and pride amongst non¬ 
brahmins, he, yet, felt the need to strug¬ 
gle alongside them.' M C Raja (whom 
Suiesh conveniently quotes out of context) 
was himself in the thick of the Justice 
movement in its early phase and in fact 
acknowledged Nair as his political men¬ 
tor.* It was only when the complex con¬ 
figuration of class-caste forces during the 
Buckingham and Carnatic Mill strike in 
1921 brought Justice leadership into con¬ 
flict with SC workers of the mill that 
M C Raja openly denounced and casti¬ 
gated the Justice ministry. 

This is, of course, not the place or oc¬ 
casion to go into the details of the strike. 
But it would suffice to note that the caste 
consciousness of an incipient labour force 
in Madras city served to split the workers 
along caste lines. The Justice ministry, 
then in power, considered the strike to be 
a deriant gesture on the part of Congress 
and was, itself, accusi^ of favouring 
backward caste workers as against workers 
from the scheduled castes during the strike 
period and after, it must be added, though 
that the strike brought to fore di.sseniing 
voices in the non-brahmin movement; as 
when O Kandasamy Chetty accused the 
Rajah of Panagal who was heading the 
ministry of not being consistent and 
faithful to the founding ideals of the 
movement, especially to the ideal of the 
liberation of the depressed classes. The 
strike, then, not only served to reveal the 
constitutive limits in the non-brahmin 
movement’s conception and practice of 
social justice but also served to indicate 
the fact that even such well-meaning 
nationalist trade unionists as Thiru V 
Kalyanasundaranar were yet to come to 
terms with nuances of oppression and 
exploitation in a society overdetermined 
by caste."’ 

What is noteworthy about the debates 
centred around the ‘panchama’ question 
is this; That these debates, whether or¬ 
chestrated by brahmins, non-brahmins or 
dalits themselves were curiously silent on 
the related issues of landownership and 
production relationships in the Tamil 
countryside. Non-brahmin and dalit 
leaders, most of whom were bilingual in¬ 
tellectuals, found in the liberal humanism 
of the day a political philosophy of rights 
that enabled them to address issues of 
caste oppression that pertained to rights 
denied to certain castes by certain other 
castes. The language of rights assumed 
that the rights spoken of were those that 
accrued to an individual, while the 
bourgeois humani -,1 iradiiion that had 
given biith to this language of rights con- 
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sirucied the individual aa>an atomised 
unit. A caste that was perceived as a 
dqifived caste was, in this scheme of 
things, a sum of these units and was not 
conceived of as a socio-economic struc¬ 
ture. Thus, though individual identity in 
Hindu society hinged on notions of 
castehood, castehood was defined in 
existential rather than political terms, it 
is not surprising then that the issue of 
rights was never spoken of in conjunction 
with production relations or contextualis¬ 
ed within a politico-economic logic 
it is also significant that, even as the 
non-brahmin movement struggled to work 
out a consistent philosophy of social 
justice, brahmin ideologue^ especially 
those gathered around Annie B^nt in 
Madras, continually accused non¬ 
brahmins of being casteist and standing 
in the way of ‘panchama* reform, in a 
manner that has found its contemporary 
expressive form in Suresh’s arguments, 
brahmin ideologues scoffed at the non- 
brahmin movement's demands for social 
justice and critique of brahminism and 
railed against the depressed (scheduled) 
castes for attempting to strike an indepen¬ 
dent political and anti-brahminical 
posture Commenting on a letter by a 
member of a scheduled caste addressed to 
The Hindu, Annie Besant, the ‘Irish 
Brahmani*. who represented brahmin 
opinion in the presidency wrote: 

The higher classes, the Brahmanas, 
Kshatriyas and the Vaishyas and Shudras 
have not done anything worthwhile for 
their (panchama) material regeneration. 
At the same time a student of Indian 
history, and Indian social system will at 
once realise (hat the caste system has so 
permeated the whole of Indian society 
that even the panchamas are not free from 
it. Even among them there are various 
castes and each scorn to touch and eat 
with one another. The penalties imposed 
by (hem for disobedience to their caste 
rules are even more than among the higher 
castes. Why should poor brahmanas alone 
be dragged in as the oppressor of the pan¬ 
chamas? This is a sin which lies at the 
door of every Indian and perhaps even 
more on the high class non-brahmanas. 
The Brahmanas in common with other 
communities are but the creature of cir¬ 
cumstances (New India, September 12, 
1917). 

If Suresh’s analysis of BC-SC relation¬ 
ships is extremely problematic and 
methodologically llau^. his viavs on 
EVR Periyar betray an appalling and quite 
unforgivable ignorance, lb cite David 
Washbrook to ratify his observations only 
compounds this ignorance, for nowhere 
in his published work does* Washbrook 
display a familiarity with Periyar's 
Writings or with the politics and practice 
of the self-respect movement. Suresh also 
quotes L F.layaperumal who remarks that 


(he Vdkom ftruggie which m'l^ Fbriyar 
justly famous was not benenciat to 
but helped only the Nadars. Either 
Elayaperumal is unfamiliar 'with the 
details of the Miikom struggle or he has 
chosen to misrepresent it for reasons best 
known to himself. But how can Suresh, 
who waxes eloqumt on human rights 
week in and week out for The Hindu fail 
to have noted that the Vaikom struggle 
was immensely significant for its cham¬ 
pioning of the human rights of castes— 
including the ezhavas (not to be confused 
with the nadars of Ihmii Nadu, though 
the former are sometimes refer^ to as 
ezhavanadans>—who were considered not 
merely untouchable but unaiq>roachabie 
as well? The Wikom struggle upheld the 
right of the ezhavas (and other depressed 
classes) to the use of public roads, in this 
instance, the roads leading to the temple. 
^Mkom marked a milestone in the history 
of struggles against untouchability and. 
as Dhananjay Keer observes, inspired 
Ambcdkar: 

...the most outstanding event of the year 
concerning the depressed classes was the 
satyagraha or the passive resistance 
sponsored by Ramasamy Naicker. a 
non-Brahmin leader, at Vaikom in the 
Travancore stale for vindicating the rights 
of the Untouchables to use a certain road 
to which they were forbidden entry. Its 
moral pressure and the spirit of righteous 
assertion had a tremendmis effect, and the 
orthodox Hindus, for a while, regained 
their civic sense and sanity; and the road 
was thrown open to the untouchables. 
...Ambcdkar was watching the 
developments carefully. He referred to the 
Wiikom struggle a few months later, very 
touchingly in one of his editorials, on the 
eve of the Mahad satyagraha (Ohananjav 
Keer, Dr Ambedkar: Life and Mission, 
Bombay 1991, p 63). 

It seems to us that Periyar’s attitudes 
and practice with respect to the SCs needs 
to be fully explored. We had already noted 
how the non-brahmin movement was fac¬ 
ed with the problem of casteitm in its own 
ranks. The emergence of the self-respect 
movement was in consequence of a f^un- 
Jamental recognition ^ Periyar and 
others that non-brahminism, if it desired 
to free itself from the thrall of 
brahminism. must anchor itself in an 
alternative philosophy of existence and in 
alternative notions of human subjectivi¬ 
ty. Periyar recognised and acknowledged 
(he persistence of caste amongst non- 
brahmin Hindus and observed that the 
liberation of the sudra was not pos.sible 
without the prior liberation of the pan¬ 
chama. He blamed Hinduism for the 
perverse and seductive influence it exer¬ 
cised on credulous sudras and often 
argued that a brahmin priesthood held ail 
Hindus in complete thrall, pitting non¬ 
brahmin against non- brahmin. While 
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ftriyv was wiuitive to nbn-brahittin ar* 
rogance uwards SCs, he tefused to reduce 
non-brahmin casteism to the power they 
wielded in the countryside or in trade. To 
him, such expressions of casteism were in¬ 
stances of a ‘false consciousness* that in¬ 
formed non-brahmin sensibilities and he 
rebuked non-brahmins for heeding the 
scriptures that consistently characterised 
them as ‘children of ‘dasis’ (slaves)’. 
Periyar was convinced that casteism could 
never be vanquished without the simul¬ 
taneous destruction of the practices and 
beliefs of Hinduism. He saw the Hindu 
religion as being chiefly responsible for 
the marginalisation and humiliation of 
SCs and argued that the liberation of SCs 
could never be carried out if they were to 
remain within the Hindu fold.' He even 
suggested SCs embrace Islam (though not 
Christianity that, in his opinion, allowed 
caste to flourish in church ranks), if only 
because in Islam the only aspects of faith 
that mattered were those that consecrated 
the individual in question as a believer and 
as one of the community of the faithful. 
Islam would thus afford SCs an identity 
that depended for its realisation on the 
shared solidarity of believers. Periyar 
observed that, in the event of an attack 
on SC converts to Islam, their Muslim 
brethren would come to their aid. Periyar 
was aware that a perinicious division of 
labour structured the oppression of 
scheduled ca.stes, but, to him, such mat¬ 
ters were, in the last instance, expressions 
of a treacherous Hindu faith. 

One may concede that Periyar was not 
particularly sensitive to the class basis of 
BC arrogance and power but he most cer¬ 
tainly'understood the dangers of san- 
skritisation and waged a life-long war 
against the tendency, affected by several 
upwardly mobile non-brahmin castes, to 
mimic brithmins. Much has been made of 
Periyar’s ostensible ‘other’ing of dalits; 
of the fact that he referred to them as 
‘You* (as different from the non-brahmin 
‘I'). Periyar was conscious of and sensitive 
to the specincities of dalit oppression and 
also of the crucial fact that the assump¬ 
tion of a distinctive identity by the SCs 
could secure much needed material suc¬ 
cour. Besides he recognised the rights of 
dalits to deilne their political and social 
selves on their own terms and did not at¬ 
tempt to co-opt their emergent subjectivi¬ 
ty into an Undifferentiated and simplistic 
non-brahmin solidarity. At all times. 
Periyar was aware that this solidarity was 
not given but had to be constructed. 
However, he was clear that non-brahmi- 
nism could never be a viable ideology 
unless it addressed the question of dalit 
liberation and often insisted that this lat¬ 
ter informed the core of nbn-brahminism; 
Even in the event of people finding fault, 
unnecessarily with either me or the Oravi- 
dian movement, I w ish to .say the follow¬ 


ing: Comrades! UmH its lasLbieath of life 
expires, the Oravidian movement will work 
towards the toul destruction of a system 
that characterises ceruin castes as the low 
caste palians and paraiyans. I grant you 
this assurance. I am not opposed to 
anyone joining the depressed classes 
federation. \bu may reap the benefits that 
accrue to you as a result of joiping the 
Federation. 

People from the depressed classes may 
or may not join the Dravidian movement. 
However this may be, our comrades from 
the depressed classes have the right to 
enjoy the fruits of our work ( Viduthatai, 
July 8, 1947. Quoted in ThattJai Aadalara- 
san, Tanihai Afriyanim Tba^tapattomm 
{Beriyor and the Depressed Classes), 
Madras, 1992. 

Periyar did not hesitate to denounce 
backward caste arrogance. For instance, 
after the 1957 Mudukulathur riots— 
which saw upper caste thevars pitted 
against SCs—F^riyar was alone in com¬ 
mending the Madras government’s deci¬ 
sion to arrest the famed thevar leader 
Muthuramalinga Thevar. Even the Com¬ 
munists and the DMK protested this deci¬ 
sion to arrest the influential and 
charismatic head of an important com¬ 
munity. Periyar, by his stand on this issue, 
alienated the support and sympathy of the 
vast community of mukkulathors (of 
which thevars are a part). From then on, 
Periyar’s meetings were routinely disturb¬ 
ed tv thevar agiutors, a fact subsequent¬ 
ly re-called by the Forward Bloc MLA, 
S Kandasamy Thevar. It is worth recall¬ 
ing Periyar’s reasons for supporting 
the government’s move in arresting 
Muthuramalinga Thevar; 

Would so many lives have been lost, if 
Muthuramalinga Thevar had been ar¬ 
rested earlier? Would such a destruction 
of property have occurred? Would Adi- 
dravida families have lied, as they have 
done, from their villages? Snee police ac¬ 
tion was somewhat delayed, such a 
destruction has uken place; Today there 
are those who shed crocodile tears over the 
deaths of those caused by police firing. 
But why did these people remain silent 
and did not condemn or express sorrow 
when the labouring poor who had taken 
refuge in a church were beaten, killed, 
when their women folk were kicked and 
humiliated, when a frenzied mob behav¬ 
ed in a bruul fashion? {Viduthahi, 
Editorial, October 4, 1957) 

Periyar wrote in a subsequent number 
of yiduihakir. 

In Mudukulathur, battles arc being wag¬ 
ed in the name of caste. Several murders 
have taken place; several villages have been 
burnt down. Wnat strength do the Adi- 
dravidas possess? With what strength 
could they have tought back? Maybe one 
or two amongst them resorted to beating 
people up. But, a great many of the Adi- 
dravidas were beaten up. Five people 


(thevars) died in police firing, but because 
of this several hundred lives have been sav¬ 
ed {Viduihalai, October 13, 1957). 
in the Final analysis, Periyar and the 
non-Brahmin movement must be address¬ 
ed more in terms of the questions they 
raised than the answers and solutions they 
provided. For, after all, these ‘solutions’ 
are, at best, products of good faith and, 
at worst, strategic and contingent. Hence 
the process of liberation can never be 
assumed to be complete, even when the 
purveyors of liberation can never be 
assumed to be complete, even when the 
purveyors of liberation claim they have 
realist their goals. The ‘failure’ and 
limitations of the non-brahmin movement 
are but indications of paths not chosen 
and demonstrate that resistance to 
dominance in Hindu caste society can 
never be .unilateral or singular. If Periyar 
and the non-brahmin movement in Tamil 
Nadu have failed in tlwir mission of soaal 
justice, as it has become fashionable to 
argue in certain scholarly and intellectual 
circles, so too have Mahatma Phule and 
even Ambedkar. The question, then, is not 
one of failure or success but of the 
recognition of impa.sscs and grey areas in 
political ideologies and practices that need 
to be addressed critically, no doubt, but 
in a spirit > of empathy rather than 
reproach. Suresh, it seems to us, is unsure 
of how to ‘deal’ with the non-brahmin 
movement. On the one hand he insists 
that the destruction of caste and the 
liberation of dalits was never on the agen¬ 
da of the non-brahmin movement, while 
on the other hand he maintains that, for 
all its grave errors and sins, the “DMK’s 
strength is its own history" and suggests 
that it has to re-think its politics to move 
closer to its goal of social justice. Suicsh’s 
conclusions would be commendable if 
only his arguments earlier had generated 
these conclusions as effects of a certain 
polemical logic But, since he has nothing 
but criticism to offer in the earlier part 
of his essay, his conclusions smack of 
insincerity. 

Before we conclude we would like to 
consider Suresh's criticisms of our point 
of view. Suresh notes that while we 
acknowledge the existence of BC-SC con- 
• lict and recognise its pertinency, we 
“seldom carry this line of argument 
beyond suting it". We would be happy if 
Suresh identifies for us all those (unwrit¬ 
ten) manuscripts where we have dealt with 
the politics of non-brahminism. Apart 
from our occasional ripostes in the pages 
of EPtV we arc not aware of any other 
place where we have made our view 
known. Of course in a series of articles 
in the Tamil daily Dinamani, we had dwelt 
at length on the idelogics of non- 
brahminism but if Suresh had cared to 
read them he would have known that we 
had dealt with the question of dalits and 


Economic and FoUtical >\i*ckly .lanuarx 16-23, 1993 



thdr loie and funaion in itic non-brahmin 
movement. Also, it seems to us that 
Surcsh has (mis)rcad our appraisal of the 
DMK's defeat. ^ did not purpon to give 
reasons for the defeat of DMK but merely 
noted its implications. As persons con¬ 
vinced of the historic significance of the 
movement and of the validity of its foun¬ 
ding ideals, we argued that its political 
demi.se signified a tragic moment in our 
contemporary history, especially since that 
history is fast becoming prey to those 
casteist and btahminical powers against 
which the movement launched its more 
memorable struggles. Surcsh, in his 
anxiety to defend his ‘academic analysis* 
from the ‘problems* posed by our kind of 
reasoning which flows from a well-derined 
political and social stand berates our “self- 
arraigned right to construct the concep¬ 
tual (and political) category of what con¬ 
stitutes Oravidian culture in such a way 
as to specifically exclude brahmins’*, 
implying that “brahmins will not feel 
similarly or even that they may be against 
either Tamil nationalism or social justice 
or both". Wr can only let N Subramanian. 
a brahmii) historian speak for us: Lamen¬ 
ting about “a community which is con¬ 
tinuously hunted", he says 
The Tamil Brahmin is so called because 
his mother tongue happens to be Tamil 
and he is distinguished from Telugu 
Brahmin. Marathi Brahmin, etc. His 
mother tongue is Tamil and he speaks it 
from birth to death like any other 
Tamilian. But his varna loyalty is to 
Sanskrit, the Deva Basha (the language of 
the celestials) in which all his sacred books 
are written and all his ritual mantras are 
uttered. A Brahmin who does not know 
his Sanskrit is a second-rate Brahmin; in 
fact unworthy of the sacred thread that he 
wears. Most Brahmins, till recently, one 
should think, wished their children to 
learn Sanskrit as a second language at 
school, the first being, again till recently, 
compulsorily and necessarily Englishman. 
This was deemed proper and legitimate. 
But more than this most Brahmins had a 
sneaking contempt for their mother 
tongue, a rather rare psychological 
phenomenon. The Christian English does 
not consider Hebrew more important than 
English, nor a Buddhist Chinaman deem 
Chinese as of less importance than Pali 
but a Tamil Brahmin's (nowadays unmenr 
tioiicd) contempt for the language which 
he learnt at his mother's knee was 
til! about seven decades ago quite 
undisguised. 

When English education became 
fashionable, nrelerrcd and an official 
allcrnat'vc learning as well as 

traditional Tamil learning, many promi.s- 
ing young Brahmins weic imt lo these new¬ 
fangled schools; then this problem of hav¬ 
ing to choose between their mother tongue 
and their sacred tongue was icsoKcd by 
iiu'ir choosing t nglish. forgetting lamil 
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' and blit nomiiuiny and rituaUy affiliating 
ihntisdves to Sanskrit. This charactcri.s- 
ed the upcoming generation of Brahmin 
youth, which was educated by E B PoM«il 
and his successors and was destined to 
play very important roles in the public life 
of South India for nearly a century 
thereaBer. 

But Kanakalatha Mukund and Suresh 
may well ask “What of Bharathi, U V 
Swaminatha Iyer, to mention only a few 
instances of brahmin enthusiasts of 
Tamil”. To quote Subramaniam again: 

... But the general apathy of the mass of 
Tamil Brahmins to Tamil was sincere, deep 
and abiding. They have a feeling that 
Tamil is a non-Brahmin language and 
their loyalty should naturally be to 
Sanskrit. This was a peculiar situation to 
which non-Brahmins contributed not a 
little, though by way of reaction; for 
they too treated brahmins as specially 
Sanskritic and themselves as Tamilian... 
[.anguage affinity divided the .two social 
categories. Even now opposition to Hindi 
in Tamil Nadu comes mostly fron nbn- 
Brahmin scction.s, and very few Brahmins 
oppose the introduction of Hindi as a 
compulsory language in Tamil schools: for 
Hindi looks Sanskritic so far as its script 
goes and also for the reason that 
knowledge of that language might pro¬ 
vides greater employment opportunities to 
them in the north; and this in view of their 
uncertain future in the region of their 
birth. The Tamil non-Brahmin deftne the 
Tamil by equating him with themselves 
and they exclude Brahmins from the 
connotation of that word (from N 
Subramaniam. The Brahmin in the Tamil 
Country, Madurai. 1989, pp 93-96). 

It seems to us that brahminism today 
is an ideology most committed to the 
prc.servaiion of an Indian Union on the 
basis of various tiers, of inequality—of 
class, caste, creed, ethnicity and gender. 
Brahminism attempt.s to universalisc its 
notions of a pan-Indian iiattonalism: 
witne.ss, for instance, how the BJP has 
successfully sought to project itself as the 
legitimate representative of Hindu 
(Indian) opinion. It is in places and con¬ 
texts where this universality is challenged 
that brahminism reveals its amazing inven¬ 
tiveness and hegemonic ambitions. In the 
face of Mandai Commi.ssion’s deconstruc¬ 
tion of the hrahminica.l ideal of merit, 
brahminism invoked an undiffeieniiated 
Hindu identity. Where this Hindu identity 
has been refused, as in Kashmir and 
Punjab, it resorted to the glib rhetoric of 
patriotism and where this patriotism came 
up against its own limits, as in Assam, it 
raised the battle-cry, 'National Unity 
versus Sccessionism'. And today when the 
destruction of the Bahri Masjid has served 
to reveal hrahminism’s extreme and ugly 
face, brahminism has sought to define 
anew the ideal of secularism and identify 


i( with (he ruling party who.se secular- 
credentials, as is too well known to be 
repeated, are none too good. At no lime 
in our contemporary history docs the 
memory of Periyar (and the non-brahmin 
movement) seem more important than 
now. For P^iyar was a consistent and life¬ 
long critic of the Bania base as well as the 
brahminical superstructure of the Indian 
state. 

NotoH 

1 Suicsh seems to be confused over some im¬ 
portant dates with respect to vanniar history 
in recent times. For instance, he notes that 
vanniars joined DMK in large numbers in 
1967 (we presume that ‘1987’ as the year is 
leferred to in the text is a printing error) due 
to the disaffection with Ramasamy 
Padayachi and other leaders who had 
moved inioVongress ranks after winning 
on a vanniar platform. But Ramasamy 
F^dayachi and others joined Congress in 
I9S2. It is highly unlikely that this cun- 
sliluied an important reason for vanniars 
to join DMK, especially years after the 
event! While it is true vanniars constitute 
a significant segment of DMK supporters, 
this is as much due to DMK’s political work 
amongst this community in its early years 
as to anything else. 

2 Jayalalilha’s recent pronouncements at the 
National Integration Council have proved 
this point beyond any doubt and her open 
wooing of BJP and the manner in which 
the Slate leadership of BJP has re.sponded 
to her strengthen out argument that her 
electoral victory represents a will to power 
on the part of an unrepentant brahminism 
that had waited in the wing so to speak, for 
an opportune historic moment. 

3 ll is interesting (and somewhat amusing) to 
note that P Radhakrishnan whose findings 
seem to have gratified Suresh's scholarly ex¬ 
pectations was severely criticised by several 
indignant votaries of brahminism for hav¬ 
ing made critical and adverse remarks on 
Manu in the course of a review of The laws 
of Manu (London. 1991) in Tht Uinrhi. 
November 8. A reader from Madras con¬ 
sidered Radhakrishnan’v vicw-.s an “exercisc 
in calumny" and condemned the lalier's 
characterisation of Advani and Malkani as 
“Manu’s new avatars" (The Hinau. 
November 14). Yet anolher reader faulted 
Radhakrishnan for suggesting the sole pur¬ 
pose of Manusmriti was "to benefit ilie 
Brahmin.s” {The Hindu. November 25). 

4 Robert Hardgrave, The Nadars of Tamil 
Nadu (Berkeley, l%9) and David l.udden. 
Peasant Hisicry in South India (Princeton, 
1984) contain absorbing accounts of 
marava-nadar clashes in the 19th centurv. 

a The rights ol the depressed classes weie 
sought to be upheld in ilie noii-brahmiii 
movement (in spite of internal coniradic- 
lions in the movement over this issue) (iscn 
after 1921, when the famous R and C Mills 
strike (^ below) soured BC-SC' relation¬ 
ship, we find Justice leaders being called 
upon to mediate issues concerning the SC's, 
l-or instance, in a letter addressed to ihc 
chief secretary to the government of Madras 
(July 17, I9?<)), V 1 Muniswamy Pillas, 
honorary secretary, president Adi-DraviJa 
Mahajana Sabha of Madras observed that 


when ht.ihniiiis and upper caste Hindus ob- 
)ccied to adi drasidas passing through a 
road maintained by the Coimbatore Taluk 
Board in Singaiiallur. Men such as K K 
Shanmugham Cheiityar, M L A and V 
[^swataii Cheiiiyar visited the focaliiy "and 
pointed out to the brahmins and non¬ 
brahmins concerned as to the iinjusiifiablc 
way in wliich they objected to the using ol 
the road by the Adi-dravidas..!' (Ci <»No 29. 
March 23-,ll. public (general) department). 
Then again, during a riot which involved 
adi-dravidas and kalians in Kooihapal 
village. Tiruchirapalli, we find ihui “The 
Adi-dravidas sought for redressal of their 
grievances by applying to the authorities 
and appealing to the Self-Respcet Con¬ 
ference" (Ci O No 541, April 8, 1932) public 
(general) depanment. April 8, 19.32). It is 
important to note that not only Periyar but 
several other leaders of the self-respect 
movement recognised and addressed the 
problem of the liberation of the depressed 
classes and ihe nature of their relationship 
with the non-brahinins. Speaking at the 
Ramnad Adi-dravida Conference on August 
25, 1929, Ihe chief ediioi of Dravtdan, 
Kanaka Sankara Kannappar observed: 

It is true that not only the brahmins but 
the non-brahmins wha even more than the 
brahmins, humiliate you and seek to 
destroy you in the most severe manner 
possible... Brahmins arc the real tigers, 
while non-brahmins are ’Allahsamy’ tigers. 
(During Mohurram, it was customary to 
don a tiger costume and do a dance, hence 
the name ‘Allahsamy’ ligcrs-V G and 
S V R)i false tigers, human tigers. Real 
tigers arc scared of human beings and 
reside chiefly in their caves. Rut it is the 
‘Allahsamy’ tiger that prdnees about and 
seeks to lighten us. The real tiger is 
satisfied with one lamb which ii will eal 
up over seven to eight days. But the 
‘Allahsamy’ tiger, the tal.se tiger requires 
the blood of at least 30 to 40 lambs a day. 
How can we progress when non-brahmins 
are, themselves against us? (Quoted in 
Thanjai Aadalarasan, Thanihai ntnyarum 
TaazhtafWIlorum (Periyar and the 
Depress^ Classes). Madras 1991) 

6 Suresh seems to be very ‘.uperticially iK 
quainled with the naiiiie ol ' relation¬ 

ships in llic noii-hr.)!iiiiiii movement, 
especially with the facts ol daiil iiisolvc- 
inenl- non-invoivemcni with DMK. On the 
one hand he argues that "Since the begin¬ 
ning the SC s have largely kept out" of DMK 
while on the oilsei hand he insists 'n.tl I'oi 
a brief peiiod in l%7 they were not so sup¬ 
posed to that p.nriy. He also suggests that 
C N .Annadurai managed to attract a 
laigc iuiinhci of Jalits to DMK hut that 
Kaiunaindhi failed to do .so. This last obser¬ 
vation sct-ins to have missed Ihe point that 
one of the worst-ever massacres of dalits 
look t>lacc at Keelavenmani in December 
l*N>8 dbiing Annadurai’s tenure as chief 
ininister. Suresh, like other sell-styled 
spokrspeisons of dalits prefers to translorm 
class issues into caste ones, suggesting 
thereby that DMK’s ostensible opposition 
to dalits stems strongly from a caste bias 
and not a contradictory class relationship. 
It seems to us that, though, in practice it 
is not always easy to separate purely class 
issues 'rom caste ones, the easy transfor¬ 
mation of one into another manages to 
erase the material context of production 


Economic and Poliiicat Weekly January 16-23. 1993 


J35 



uvahin which class relations and caste 
ideologies take shape. In this context, it is 
but important that we query Suresh's 
Sources' with respect to his knowledge of 
BC'-.SC relationships. At one point, while 
discussing the vanniar agitations of 1987, 
he plays off the statements of the Vanniar 
Sangam against the opinions of unnamed 
‘local people'. Surely, for purposes of 
‘academic analysis', one needs to be a little 
more specilic and careful about who these 
'ItKal' people ate! 

7 V Geelha and S V Rajadurai. work- 
in-p: ()gres.s. 

8 It is ironic that in this context Suresh uses 
a detail from Anantha Rangam Pillai’s 
diaries to argue that the SCs were never con¬ 
sidered as belonging to the community of 
Ikmils. Firstly, Anantha Rangam Pillai, an 
I8ih century ‘dubash’, who worked for the 
French in Pondicheiry. has left behind very 
little besides his diaries and could, in no 
sense, be considered an authoritative 
spokesperson of the Tamil community. 
Secondly, in contradistinction to Pillai we 
have Ayoihidas and others—Masilamani, 
Maduriar, to name a few of the prominent 
dalit-Buddhist intellectuals of the late 19th 
century (and after)—constructing a Tamil 
identity that would include SCs. Ayothida.<i, 
in fact, referred to the depressed classes of 
the Tamil country as ‘Poorva Dunizhar* or 
the ‘Original Tamils’. 

9 It is extremely unfortunate that Suresh 
should quote M C Raja as if he were 
representative of all shades of SC opinion 
in the Tamil country. There were, equally, 
if not more imponant leaders and intellec¬ 
tuals from amongst the depressed classes 
like Kcttamalai Srinivasan who was the first 
ever representative of these classes to be ap¬ 
pointed to the Madras Legislative Council. 
He represented, along with B R Ambedkar, 
the depressed classes in the First Round 
Table Conference and during the Second 
Round Table Conference was invited to 
depose before the Viceroy’s Consultative 
Committee. On both occasions, Srinivasan 
pa.isionately pleaded for a separate elec¬ 
torate for the depressed classes. Srinivasan 
also lounded the Paraya Mahajana Saba 
and edited c magazine called ‘F^rayan’. 
Srinivasan recognised the existence of con¬ 
flicts and contradictions between the non 
biahmin upper castes and the depressed 
classes; vet, he thought it fit to idemify the 
brahmins as the main enemy and saw them 
as primarily resboiisibic for keeping the 
'parayas' in their untouchable and polluting 
status. Me argued that, when compared to 
(he British, the brahmin was immoral and 
unjust. The parayas. he said, preferred the 
rule of the British because of the latter's 
impartlality while hrahmins were prejudiced 
against ihc parayas and biased in favour of 
their own communitj. Srinivasan was con- 
vincest that no brahmin would do good to 
a paraya unless he was compelled to do by 
the Biiiish (see Kriiamalai Srinivasan, 
Aulohiographv (in Tamil). Othci 
dalii n<>(ahles of the day included V I 
Miinusamy Pillai, Swanv .Sahajanaiidha. 
Ltali! ihinkcrs sinti as Appaduriar and 
Maduriar laici joined the self-rcspcci 
movemenl. 

I'seii M C Kaj.'i, tn ihe sery same ‘Op¬ 


pressed Hindus* cited by Suresh conben 
trues his fire on Ihe ‘Aryans', those aVien 
invaders who destroyed Ihe social or^ of 
the original inhabitants of the country— 
Pwayas—and brought them to ihcir present 
low status. This book by RRjja has two pans 
to it: a theoretical section which reveals its 
author's historical imagination and his 
ability to construct a favsHired and glorious 
past for his people. The second section of 
this work is chiefly polemical and here Raja 
attempts to criticise and settle scores with 
Justice pany leaders for their ‘failures' and 
‘betrayals'. Suresh conveniemly quotes from 
the second half of the book while ignoring 
the first section. Suresh also does not at¬ 
tempt to trace out Raja's contradictory and 
shifting political positions: nor does he in¬ 
dicate how some of Rqia’s actions suggest 
him to be the victim of gmt political am¬ 
bition that caused him to challenge persons 
of greater stature than himself, such as 
Ambedkar. 

M C Raja left his provincial political days 
behind him when he became the president 
of the All India Depressed Classes Con¬ 
ference at Gurgaon. At that time he sup¬ 
ported all the demands made by Ambedkar 
on behalf of the depressed classes and 
refuted the claim made by Gandhi that the 
Congress had been taking care of these 
classes. Soon, however, he Was to desert 
Ambedkar. When the latter was busy atten¬ 
ding the meetings of the Franchise Com¬ 
mittee headed by Lord Lothian (the com¬ 
mittee was set up after the Second Round 
Tabic Conference). M C Raja made a pact 
with Moonjc; the Hindu Mahasabha leader 
and submitted his memorandum tele¬ 
graphically to the British prime minister. 
Only a few months earlier he had cabled 
Ambedkar and supported Ambedkar's de¬ 
mand for separate eiccioiates for the 
depressed classes and had even argued that 
Gandhi evidently did not know their woes. 
But now. Raja endorsed the idea of joint 
electorates with reserved seats! Ambedkar 
considered lliis turnabout on Raja’s part a 
great betrayal and their mutual enmity- 
lasted for several years. Dhananjay Kwr (op 
cil) notes that when Hindu leaders or^nis- 
ed a meeting to save Ihe life of Gandhi who 
was fasting in Veravada prison, protesting 
the communal award to the depressed 
classes. M C Raja entered the hail arm in 
arm with Moonjc as Ihe representative of 
‘Hindus’. Other depressed leaders such as 
Srinivasan stood firmly by Ambedkar, 
though finally they were all forced to sign 
the Kxtna pact. Raja’s pact with Moonjc 
wa.s denounced by deprcKcd classes associa¬ 
tions all over the country. (Vriyai who was 
in the middle of his buropcan lour sent a 
telegram to Ambedkar requesting him not 
to sign the pact. Periyar even told 
Aml-edkar that the lives of AO million 
people from the depressed clas.scs were 
more iniporiani than the single life ol 
Gandhi. 

M C Raja's political ambitions revealed 
themselves for what they were in the early 
.lOs. During this lime we know that 
Ambedkar was toying with the idea of con- 
vc(i|ng It) Sikhism. On the advice of his 
friends, AmiH’dkar met Moonjc and talk¬ 
ed lu him on iliis mailer. MiKXije in good 
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to Raja and conveyed to them Ambedkar's 
views, while requesting the Mrkiest con- 
fideiicc on the matter at hand. Raia. for his 
part, wTMc to Gandhi, Rajagopalachari and 
Malaviya and sought their advice and opi¬ 
nions (thereby violating the trust reposed 
in him by Moonjc). While all three wrme 
to Raja of their displeasure over 
Ambedkar’s move, Gandhi went a step 
ahead. He directed Raja to disclose 
Ambedkar's idea to public scrutiny and 
wrote to Moonjc himself seeking his per¬ 
mission to ^publish the latter's cor¬ 
respondence with Raja. Since Moonjc was 
moving from place to place. Gandhi's let¬ 
ter did not reach him. Meanwhile Raia went 
ahead and published his correspondence 
with Moonjc without the latter's permis¬ 
sion. Raja, thus, became a not loo unwill¬ 
ing player in Gandhi's complicilous game 
that sought to pit Muslims, Christians and 
the government against Ambedkar. 
Gandhi's intention was. of course, to 
dislodge Ambedkar from the position of 
high esteem and in which the depressed 
classes held him. Raja, who now became a 
‘Hindu par excellence' now wrote to 
Moonjc: 

Wr want to remain as a solid community 
moving of our own accord in the direct 
progress and this we can best do by not 
throwing away our birth-rigbi as Hindus 
but by remaining within Hinduism and 
changing it so as to make it more comfor- 
table not only to our community but to 
other Hindu communities. tMe do not wish 
to be pawns in the game of communal 
conflicts and competitions. 

In many ways. Raja had laid the iheoieii- 
cal guidelines for some of the present-day 
dalit leaders in Tamil Nadu to follow and 
become willing tools of, first, the Congress 
with its brahmin-bania biases and now the 
BJP-VHP-RSS combine 
Ambedkar criticised Raja's act of publishing 
private correspondence without the permis¬ 
sion of the oihv party involved and observ¬ 
ed wryly that if Raja wanted nothing el.se 
except spiritual satisfaction, he ought not 
to have really concerned himself with such 
material and mundane considerations as 
reservation of seats in the legislature; 
especially if he merely desired to live a 
Hindu and die a Hindu! Later on. a recon¬ 
ciliation v/as effected between Raja and 
Ambedkar after the latter icsumed his lolc 
as the leader of the depressed classes and 
convened a meeting of the leaders of those 
classes to hold consultations on Cripps' pio- 
posais. Ambedkar's proposals this lime sscre 
accepted unanimously. 

(The above account of Raja and Ambedkai 
is based on Dhananjay Keer, op <.ii. 
pp I9V202; 2()8-2IA. 277-281; 342-349.i 
Kaja changed sides quite a few times in 
the Madras political scene as well, l-roni an 
enthusiastic jusliciic he became a vik'iiI 
critic of justice parly politics, as we 
have seen. And, while earlier, he had 
veered towards congress, he cniliusiiisii- 
cally participated in the Confeiencc ot 
non-Congressmen convened by PCiivar in 
1939. 

10 V Ciceiha and S V Kajaduiai. work in 
progress. 
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FIRST PURE GROWTH SCHEME FROM LIC MUTUAL FUND 

It is not every day that you get the opportunity to make more money Now, LIC 
Mutual Fund brings you DHANVIKAS (1), That rare opportunity you've been 
waiting for. DHANVIKAS (1) is on eguity-bosed, pure growth scheme. The very 
first plan from LIC Mutual Fund to be listed. So you can expect your money only 
to grow, grow and grow. HIGHLIGHTS: ■ Puie growth scheme. ■ Available at 
pai only for now. ■ Early listing at major stock exchonges. ■ Minimum 
investment Rs. 2000. No upper limit. ■ Prov'S'on for bonus units 
■ Repurchase option after 3 yecs ■ Scheme duration - 5 years. ■ Open to 
individuals ond institutions. ■ ^ux benefits under Section 48 ond Section 11 2 of 
I.T Act. HNo tax deduction at source. ■Transfer and lien noting facility ■lotol 
disbursement of net proceeds on maturity to unit holders All payments to be mode 
at designoted branches of Centiol Bonk of Inuio For detoils 
please contact your nearest LIC branch oi lIC Mutual Fund agent 


Attractive EariySbird Incentives 
Period per Rs 1000 60% to 80% Rush! Scheme open only j 

-iih L ic of total funds collected from Jan 11,1993 ! 

2iiit.jan93io 9inFeb« Rs 10 *0 be invested 10 oquities. to Feb 24.1993. j 

Mutual funds and securities investments are subject to market risks. 
Past performance is not necessarily indicative of future results. 


mCJlliitual/unli 

% c’ll help vuti meet your )>( lals 


PURE GROWTH SCHE 


PrkMRl kv Krfihea Hal aLMadBrn ArtaiSiitf Iniltu triet.' ISl. AJt IndutiriRl Rutmte nA»eMs*Mie% 
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Three steps 
to your 
dream house. 


















Now, a distinctl\e housing scheme 
from Unit Ihist. 


How will the sdieme work? 

I'nit Trust has tied up with HDF'".. 
who will give you a loan three limes 
your investment, after four years or 
four limes after seven years. Funds 
eolleeted frcun the setierne will he 
invested 'ti a diversified portfolio 
t'V ITl. 

'Unit Trust will endeavour to repay 
the loan and interest out of capital 
appreciation. If there is a shortfall, 
the invi'stor will he required 1;o pav 
the difference. Should there be a 
surplus. It will he paid to the 
investor. 

of the scheme 

• Opt n to all individuals and NRls. 


o 


lil 
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r^iu 
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Miii..iium investment is l{s.20(M) 

(20 Units of face value R.s.100) and 
multiples of Rs.l00l) thereafter. 
There is no maximum. 

Sale and repiiretiase prices of Units 
ba.sed on Net Asset Value. 


• No repurchase for a period of five 
years, except under special 
cireum.slanoes. 

• Housing loans subject to a ceiling 
of Rs.5 lakhs. The loan period is 
ten years. 

• No dividend will he declared. 

Income earned will Imi ploughed 
back for capital appreciation to 
repay loan and interest. 

For free briwluire contact any Unit Trust 
office, Chief Reiircscntative, Agent or 
HDFC offiee. 

® UNIT TRUST 
OF INDIA 

At the service ol 24 million Unit holders v 


A scheme brought to you by UTI and Q H D F C together. 

^ V M utvopaji m.«.<fBWfagr5a^ ^ 


Alt v'CMn/ff ' fni PHlm nUs rnrry nuirkct nsk For iU^UuLs .ftr the Onn hurp and rofisull fftntr inmtJnent aih%vtr or offent h^are investi^ig 




WAS COLMKE OF THE CPSU INEVITABLE? 

THE (EX)SOVIET ECONOMY: CONTENPIN6 
THESES 

IMPERIALISM, SOVIET COLLAPSE AND 
POST-COLONIAL WORLD 

ECONOMIC ROOTS OF CONFLICT IN NEW 
WORLD ORDER 


a FINANCINB OF RELIEF EMPLOYMENT DHRIN6 
STABILISATION 

B CITY AS REPRESENTED IN CROWD ACTION; 
BOMBAY, 1893 

m F0REI6N BANKS IN INDIA: THE NEW 'DRAIN' 

H COMMUNAL RIOTS IN SURAT 

THE FASCISM OF THE SAN6H PARIVAR 






457% GROWTH IN SALES. 886% GROWTH IN PROFITS. 
273% GROWTH IN EPS (NET). 

(BETWEEN 1969 - 90 T01991-92) 



Weslern Paques, a Company on the fast track. Performance. Profits. Dividends. Sales Rs. 2029.15 lacs, 
Profits R$. 489.02 lacs, EPS Rs, 8.64, Dividend 30% as on 31.3.92. 

Results for 6 months ended 30.9.92; Sales up by 50%, Profits up by 65% and EPS up by 65%. (On annualised basis). 

The Rs. 400 crore Power Projects, will Improve the Company's performance further. 
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Fascigm of Sangh Parivar 


January 30, 1993 


t Cemuuiy of BO ^ \ 
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While India 1992-93 remains very different from the Germany of 60 ' ^ 
years back, a closer look at the affinities and differences helps to 
highlight certain crucial features—most notably, the ways in which 
tlw implications of the current all-out offensive of the Sangh nujvar 
go far beyond even the obvious and' terrifying fact that the subcbtltinent 
has just witnessed the most widespread communal violence since 
the ftirtition years. 168 

Soviet Collapse 

Was the Bolshevik revolution doomed to failure from IfeK beginninigdir 
were there political alternatives that surfaced at some crucial moments 
as well as economic alternatives to the Stalinist system of command 
planning? PE-28 With the collapse of ‘realfy-existing socialism’ in 
eastern Europe and the Soviet Union, the old debate on the nature 
of the Soviet economy has assumed new relevance A reassessment 
of the basic alternative approaches to charaaerising the Soviet 
economy. PE-18 With the disintegration of Soviet power and the end 
of deterrence and the global balance of power, the economic crisis in 
the west in ^neral and in the US in particular have moved the US state 
to reassert its centrality in global finance and capital through extra- 
economic means. PE-2 The collapse of the ‘socialist’ system in the 
ex-USSR and the implosion within the former Soviet Union have 
transformed the whole nature of global politics and dramatically altered 
the basic parameters within which relationships among nations, sutes 
and classes have hitherto operated. An exploration of the likely 
impact on the post-colonial or ‘third’ world. ^ PE-37 


Pain ReUef 

A democratic government must 
actively intervene, and be seen to be 
intervening, to protect disadvantaged 
groups and soeial classes during a 
period of economic stabilisation. An 
attempt to estimate the current level 
of unemploynient, measure the cost 
of offering relief to the-uncmployed 
and assess the feasibility of flnancing 
such a relief programme within the 
constraints of the stabilisation 
programme. ITS 

Hundred Yean Ago 

That the Bombay riot of August 
1893 was a confrontation between 
Muslims and Hindus is clear, but is 
there anything mme to be gleaned 
from a study of the multiplicity of 
events that made up that 
occurrence of a hundred 
years *t/o1 182 

New ‘Drain* 

The phenomenal pronts of foreign 
hanks operating in India have come 
not from genuine banking, but from 
treasury operations, from so-called 
portfolio management and from 
lending non-deposit resources in 
the money market. 1S5 

Not Fit to See? 

It is time the emire experience of 
nim censonhip thi..jyi> a hierarchy 
of government appoimed bodies is 
reviewed. 149 


Unity in Marx 

Historically, attempts to resolve the 
fact/valtie dichotomy in marxism 
have failed because of their one¬ 
sided approach. A reconstruction of 
Marx’s concepts of science and 
morality may achieve better 
results. PE47 

Surat Riots 

While the immesgate provocation 
was, of course, the Ayodhya 
developments, it is in the city’s 
rapidly chan^ng socio-economic 
environment that one must look for 
the roots of the unprecedented 
communstl carnage in Surat last 
December. ISl Some images of 
the ghastly violence in Surat 
emerging from interviews with 
victims. ISS 

Ruling the Wivea 

Bill Clinton’s appointmeots to key 
cabinet posts and those iromediaicly 
below are all oriented towards 
pursuit of American ‘global 
leadenhiif. MB 

Clobid do-gooding is oontitigeiii oti 
continuous survcillanee by an 
imernatioml gendarmetie and It 
cannot be helped if only the US has 
the capatrility to provide such a 
gendarmerie. So Amerkaa 
marines must always rule 
the waves. 










LETTERS TO EDITOR 


Insider Trading and 
SEBI 

THE article ‘Insider Trading: SEBI on Test* by 
Jairaj Kapadia (November 28, 1992) unfor¬ 
tunately contains some factual inaccuracies. 

The article refers to ‘Guidelines' on insider 
Trading. It is common knowledge that these are 
SEBI (Insider IVading) Regulations issued 
under the SEBI Act, and therefore, have the 
force of lav 

The aravainen of the emire article is that 
nnandal instil uikms and managements of com¬ 
panies have been left out of the purview of the 
regulations. The regulations deriiu an ‘insider* 
as aiqr person who has received or has had ac¬ 
cess to unpublished price-sensitive information. 
They also separately define a person ‘deemed 
to be a connected person’. The term ‘person’ 
has itself not been defined in the Regulations 
as it is legally redundant. The General Clauses 
Act 1897 deals in Section 3 with dermiiions 
which are applicable to all Central Acts and 
.Regulations unless there is anything repugnant 
in the subject or context. Section 3(42) of the 
General Clauses Act states that ‘person’ shall 
include any company or associgiion or body 
of individuals whether incorporated or not. It 
is, therefore; clear that financial institutions and 
companies are covered by the definition of ‘per¬ 
son'. Once this is realised, the entire basis of 
the article falls. 

There is also an allegation that SEBI has not 
looked into the allegations of insider trading 
in the TISCO scrip. This again is factually in¬ 
correct. It would be unreasonable to aipect that 
every case being investigated by SEBI should 
be announced in the press right af the outset. 

The last and minor factual inaccuracy in the 
report relates to the name of the chairman of 
SEBI. 

C B BHAVE 

Senior Executive Director, 

Securities and Exchange Board 

of India, 

Bombay. 

[Jairnt Kapadia wnies: Coverage ofr financial 
institutions and managements of companies in 
a set of regulations intended to root out insider 
trading is too vital a matter to be left entirely 
to be secured by reference to omnibus 
categories. In any case, in the absence of 
reference in the regulations to the General 
Clauses Act 1897, the doubt expressed in the 
article was a legitimate one.) 

Eklavya's Programmes 

WITH reference to Krishna Kumar’s article 
(November 28) on the attack by the BJP 
government of MP on the educational 
programmes of Ekiavya. we would like to offer 
some clarificaiions. Krishna Kumar views us 
as “bending over backwards. . . to accom¬ 
modate quasi fascist view of education”, stay¬ 
ing “uninvolved in events demanding public 
response” in the “putative interest of survival 
spaces”. Nothing can he farther from truth than 
to say that E-'klavya has made compromises in 
accommodating fascist views on education 


Ekiavya would see its programmes closed down 
rather than accept such dictates from the 
powers that be. Recent events have only con¬ 
firmed this. 

The use of the term ‘negotiated’ in the con- 
tett of our meetings with top leaders of the BJP 
is misleading. Ekiavya representatives merely 
sought to impress upon the BJP leaders the 
need for sustaining small-scale experiments in 
education as the education minister of MP was 
intent upon closing down such efforts. Ekiavya 
,did not suggest at any point its willingness to 
compromise its stands. In fact we clarified to 
them our sund on the Ayodhya issue in no 
uncertain terms. Ekiavya’s stand on the Nar¬ 
mada issue, the Bhopal gas tragedy as well as 
Ayodhya issue are v^l known and well-arti¬ 
culated. In ^act the hostility of the BJP or for 
that matter the Congress to us can be traced 
to these stands. Thus, contrary to what Krishna 
Kumar says it was our ‘political involvement* 
which has hastened the attack. Krishna Kumar 
himself refers to the attack on us by the VHP 
and Bajrang Dal with regard to the Ayodhya 
issue. 

It is true that Ekiavya has defined ns area 
of work as educational and academic. However, 
it is no less political than any other area of 
work. Each area of work has its own distinct 
paradigm. A group working with government 
school teachers cannot adopt the tactics and 
stances which political parties and other groups 
or individuals are free to adopt. Ekiavya has 
worked to mobilise school teachers to strive for 
a meaningful education. These teachers are 
under constant pressure from fellow teachers, 
bureaucrats and ‘leaders’ for going out of their 
way to co-operate in Ekiavya’s programmes. 
Th^ leachm are taking* sides in a polarisa¬ 
tion taking place in the field of education. 
Should we make it mote difficult for them to 
uke sides by giving them the choice of suppor¬ 
ting an overtly ‘partisan’ or *agitationisi' 
organisation? 

For the information of readers, the present 
government of MP has rescinded the closure 
order and is reviewing the decision. 

Rashmi Paliwal, C N SUBRAMANIAM 
Hoshangabad 


State and Saibaba 

AKILESH MITHAL (November 14,1992) has 
failed to comprehend the idea presented by 
Kancha llaiah (September 19. 1992) whore 
ankle becomes even more relevant in view of 
the Ayodhya incident, and the preaching of 
secularism by the prime minister. 

It is wrong to uke llaiah’s exposure of the 
state and the head of the government as ‘in¬ 
temperate attack*. Both have been regarded by 
Mithal as "good, traditional Indians who are 
not embarrassed by the display of their personal 
beliefs and practices". Their acts in fact are em¬ 
barrassing to the nation which is pluralistic. The 
ankle is not written about ordinary individuals. 
They are the leaders of a nation. Moreover to 
display personal belkfs and practices one need 
not (mis)use official machinery. Funher the 
‘magk-man’s’ piatfocm is used to make political 
pronouncements and the prime minister sought 
his blessing to secure people’s suppon for his 
goverrunem. The prime minister of a plutalistk 
nation agreeing to open a Rs 4 crore kalyatu 
mandapam, which has nothing to do with the 
development of the country itself, is ridiculous. 
What benefit does the mandapam whose rent 
is said to be around Rs 20,01)0 per day bring 
to the nation which is largely poor? 

Coming to Henry VIII. the contrast whkb 
llaiah made was that even a mcmarch in the 
)6th century could defy the church for his 
political and other ends, whik in 20th century 
the head of a democratk country took recourse 
to the ‘magk man's' platform to ensure his con¬ 
tinuation in power. The list of rulers given by 
Akiksh were monaichs of ancient and medieval 
times who came to power by virtue of heredity 
where people did not ertjoy any rights in choos¬ 
ing the government. Mahatma Gandhi never 
took the help of religious leaders for achieving 
his goals. Finally, let us understand democmey 
and secularism in their true sense but not the 
way power hungry politicians want us ta 
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Atrophy and the Nation 


I T is like re-visiting the summer of l%9, or almost. 

The squabbles in the Congress party are out in the open, 
the ministers who have been dropp^ from the council 
of ministers in the recent reshuffle go on record accusing 
the prime minister of perfldy and lack of social courtesies: 
a member of parliament belonging to the party, once a 
cabinet minister, obviously aspiring to return to the 
council of ministers and now disappointed, describes in 
considerable detail how lakhs and lakhs of rupees have 
been paid in before the prime minister could be persuaded 
to induct a party colleague, a non-MP, into the cabinet; 
a former general secretary of the party, now belonging 
to the league of disgruntled men, dares to ask the prime 
minister to adhere to the one-man-one-post principle and 
vacate the post of party president; in the wake of the 
shameful events in Bombay, the country’s defence minister 
castigates, thunderingly, the non-functioning of the state 
government and the paralysis in the state party appsuatus; 
(he countrv’s home minister however defends the state 
government to the hilt; capping the performances of 
both is the extraordinary spectacle of the minister of 
human resources development joining a delegation of 
voluntary agencies and film personalities in a deputation 
to the Maharashtra chief minister and telling him 
pointedly that ‘the ground level situation’ continues to be 
most distressing in the violence-ravaged city of Bombay. 
As in 1969, the war of statements is very much on: one 
gioup of partymen demand that the All-India Congress 
Committee be convened right now, before the com¬ 
mencement of the budget Vssion of parliament; they 
are countered by another group who invite party col¬ 
leagues and countrymen in general to foil the conspiracy 
to destabilise the government and the country at this 
hour of peril. In l%9, Indira Gandhi had taken to 
addressing hired crowds of lumpens outside her residence 
urging them to form a glorious barricade of resistance 
against attempts to dislodge her by elements who did not 
want the good of India; P V Narasimha Rao com¬ 
mandeers Five hundred hardened bureaucrats to assem¬ 
ble inside his residence and pours his heart out to them: 
only they, in his view, could yet save the nation by their 
devotion, vigilance and hard work. 

There is however a major qualitative difference with the 
situation in 1969. A quarter of a century ago, it was a 
relatively stable, coherent polity, and the country could 
afford to snuggle in its own inertia despite the intra-mural 
bickerings in the ruling party; even the eventual split in 
the party did not make the least difference to the pro«sses 
of the system or to the international prestige the nation 
enjoyed. This time, tHe sabre-rattlers on either side cannot 


make up their mind whether, and when, to draw first 
blood. They are material determinists of the most sterling 
quality; they are fully aware of the possibility that, should 
the party break up as a result of their internecine warfare 
spilling into the open, a new Lok Sabha poll would 
become inevitable^ and the BJP would have more than an 
even chance of emerging as the nation’s first party. The 
various faction leaders in the Congress as much as adven¬ 
turers cultivating their lonely furrows within the demesne 
of the party are apprehensive, and for solid objective 
reasons, that that would herald the break'-up of the 
country. Besides, vultures from overseas would try to take 
advantage of the situation. So, even at this late hour, 
strenuous attempts are bound to be made to effect a com¬ 
promise and assuage the assorted wounded egos. On the 
other hand, once a divisive process is set in motion, it 
has often a tendency to develop its own momentum; 
philosophers-turned-combatants, with their ambition bur¬ 
ning bright, succeed in convincing themselves that there 
is a tide in the affairs of men which, taken on the tide, 
leads to fortune. At such precarious moments, one thing 
leads to another, and the denouement is altogether 
unprediqable. 

The suspicion cannot be avoided that the bulk of the 
Congress party is now made up of deadwood of different 
hues, and the prospects of bold and imaginative moves, 
which could have snatched away the political initiative 
from the proponents of Hindutva, hardly look rosy. A 
circumstance such as this, one would have thought, 
was tailor-made for the Left. Their secular ideology, 
passion for social justice and the integrity and spirit of 
dedication on the part of their cadres should qualify them 
to provide the appropriate lead to the nation at this 
juncture; the opportunity beckons them. It is a fair 
hypothesis that, provided the Left were prepared to con¬ 
front, with no holds barred, the sectarians and the fun¬ 
damentalists, the rank and file of the Congress party too 
would learn to re-activate themselves. The Left leadership, 
alas, is in no mood to accept this challenge. It prefers W 
wait in the wings and only react to flexings the others in 
the arena engage in. And it is entirely on the cards that, 
frozen by fear of the si^re of the lUP taking over the 
country, it might docilely continue to shore up the 
Narasimha Rao regime, which is more r. apolt^ of a 
government than a government pro; ri,, continuance 
of this non-functioning regime can ooty accelerate the 
pace of advance of the Bharatiya JanM ftrty, and there¬ 
fore of the nation’s disintegration. Should India descend 
into gruesome anarchy, the Left would be awkwardly plac¬ 
ed to repudiate its responsibility for the tragic outcome; 
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BANKING POLICY 

Wrong Priorities 

AS part of financial sector reform, the 
government has been under tremendous 
pressure to restructure the banking and 
financial system and to introduce larger 
private sector involvement so as to bring 
about greater competition which atone 
can, it is believed, lead to higher produc* 
tivity and efficiency. Thanks to the 
modicum of democracy still operating in 
the country and fear of public opinion, 
the government has found it difficult to 
accept the suggestion of outright privati¬ 
sation of the banking system. Therefore, 
some surreptitious devices of back-door 
denationalisation have had to be adopted. 
The entire system is being turned topsy¬ 
turvy without any comprehensive study, 
except for the report of a committee which 
was tailor-made to secure financial sector 
and structural adjustment loans from the 
multilateral agencies. Plans for separating 
the developmental and lending functi6n.s 
of the Industrial Development Bank of 
India (IDBI) have been deferred for a 
more opportune time, but the industrial 
Finandal Corporation of India (IFCl) has 
been converted into a company under the 
Companies Act on the pretext of enabl¬ 
ing it to raise capital from the market. 
Many private sector banks are being en¬ 
couraged to raise capital. And now the 
Reserve Bank has come out with detailed 
guidelines on the setting up of new private 
sector banks. On the face of it, the move 
seems innocuous enough. In any case, in 
the normal course the private entre¬ 
preneurial response to the guidelines may 
turn out to be meagre so that no signifi¬ 
cant threat may be posed to the role of 
public sector banking for some years to 
come. The danger is that the government 
may, under pressure to satisfy IMF-World 
Bank conditionality, seek to force the pace 
so that a number of private sector banks 
may be brought into being by various 
devices, including take-overs. 

On paper the Reserve Bank's guidelines 
lay down unexceptionable norms for per¬ 
mitting the entry of new private sector 
banks such as, inter alia, avoidance of 
unfair pre-emption and concentration of 
credit, monopolisation of economic 
power, cross-holdings with industrial 
groups, etc—distortions which had beset 
private sector banks prior to nationalisa¬ 
tion. Likewise, rigorous conditions have 
been imposed on the new banks: a 
minimum paid-up capital of Rs 100 crore, 
restriction of the voting rights of any 
single shareholder to one per cent of the 
total, prevention of inter locking of direc¬ 
torships among banking companies, ceil¬ 
ing of 20 per cent of voting rights for 
directors on other companies, a capital 
adequacy norm of 8 per cent of risk- 
weighted assets and noims for income 


recognition, asset classification and pro¬ 
visioning, preference for headquarters to 
be located in a centre without any bank 
headequarters, requirement of opening 
rural and semi-urban branches and 
satisfaction of priority sector lending 
stipulations. Thus precautions would ap¬ 
pear to have been taken to ensure that the 
new banks are free from the common pit¬ 
falls of private banking. 

Nevertheless, there remains room for 
serious misgivings. First, the very objec¬ 
tive of wanting private banks to be set up 
arises from a prejudiced view of the role 
of public sector banks formed without a 
thorough study—of the kind that had 
been undertaken by the Banking Commis¬ 
sion many years back—of the nature and 
structure of banking and financial institu¬ 
tions the country requires at the present 
stage of its development. Second, the 
move betrays an excessive preoccupation 
with the financial sector unrelated to the 
development of the real economic sectors. 
In fact the country may be said to be 
already over-banked today in terms of the 
number of institutions. Therefore, the 
creation of new banking institutions 
should not constitute for the present junc¬ 
ture an imponant policy priority. No 
doubt it is necessary to improve the work¬ 
ing of the existing banking institutions, 
but it is naive to believe that this can be 
achieved only by the entry of new private 
banks. On the contrary, given the limited 
base of real economic activity, the in¬ 
troduction of new institutions mav well 
generate unhealthy practices and. distor¬ 
tions in the financial sector. AMelling 
lesson in this regard is available from the 
expansion of the foreign bank network 
here, the end result of which is to be seen 
in the banking industry coming to treat 
its treasury and money market operations 
as the be-all and end-all of banking 
business. 

A far surer way to improve efficiency 
would be to enlarge managerial freedom 
and operational flexibility in the public 
sector banks together with laying down 
specific and time-bound performance 
goals. One of the achievements of the 
Indian banking system in the post¬ 
nationalisation period has been the im¬ 
mense confidence created in the system 
which is an immeasurable asset and which 
has made it possible to attract substantial 
bank deposits despite significant competi¬ 
tion from the UTI, the other mutual funds 
and other non-banking financial in¬ 
termediaries. Clo.surc of bank branches in 
the name of efficiency and profits would 
only mean a waste of social assets already 
created. 

On the other hand, a scr'iou.s failure of 
banking policy has b^n the neglect of the 
grassroots level financial institutions like 
the co-operative credit institutions and the 
.smaller private banks which could have 


been strengthened with ihe assigning of 
specifle regional and functional specialisa¬ 
tion. As a result, one of the major 
weaknesses of the Bnancial system today 
is the moribund state of the rural credit 
set-up and of the arrangements for 
meeting the financial requirements of 
small-scale industries and small bor¬ 
rowers. introduction of more private 
banks is no answer to these problems. 

A major issue left unattended in the 
Reserve Bank’s guidelines relates to the' 
prevention of industrial houses acquiring 
control over banking companies. The one 
per cent limits on voting rights of a single 
shareholder and the 20 per cent ceiling on 
voting rights of directors oT other com¬ 
panies hardly deal with this problem. The 
guidelines are silent on what measures are 
proposed to prevent such distortions as 
cross-holdings with industrial groups and 
enough scope has been left for the entry 
of industrial houses into banking. The 
major attraction for them would not be 
profitability so much as the financial clout 
that ownership and/or management con¬ 
trol over a bank would provide The 
government needs to spell out its position 
in this regard clearly. 

THE ECONOMY 

Selective Transparency 

AN incidental fall-out of economic 
reform has been the increasing amount of 
data put out by government. The credit 
for this should go to the IMF, Wbrid Bank 
and ADB for whose benefit the govern¬ 
ment has had to lay bare the mine of in¬ 
formation hitherto hidden in official files. 
While it is all to the good that the bureau¬ 
cracy has apparently decided to share 
some of this information with the public, 
one IS not sure if the information put out 
is not highly selective and at times less 
than illuminating. 

A case in point is the new monthly 
economic report which the department of 
economic affairs of the union ministry of 
finance has been putting out. The speed 
with which the latest information on many 
aspects of current economic developments 
has been collected and published is cer¬ 
tainly to be commended. Thus the infor¬ 
mation on post-monsoon rainfall up to 
December 1992, data on management of 
the food economy up to November, the 
index of industrial production up to 
August, export-import dau up to October 
and FCNR flows up to November are in¬ 
deed a.refreshing contrast to the usual lags 
in the release of information in govern¬ 
ment publications. 

However, considefing that the govern¬ 
ment has a mass of information on what 
is happening behind the numbers, one 
would have expected the monthly econo¬ 
mic report to show a deeper understand¬ 
ing of the trends in the economy. In regard 


140 


Economic and Political Wmkly January 30, 1993 



procuitineiii policy has undeif^ a 
qualitative change in recent years. Import 
of wheal has had to be effected to bolster 
the dwindling food stock, but the review 
contains no mention of this. In the 
behaviour of industrial production, there 
are underlying forces of a signincani 
nature on the supply and demand sides 
operating in specific industries which the 
public hardly gets to know of. For in¬ 
stance, industry is said to be facing reces- 
sionary conditions due to shortage of con¬ 
sumer as well as investment demand. A 
meaningful classification of industries in 
this regard would have been useful. 
Similarly, the role of government policy 
in re-orienting exports to the rupee- 
payment countries, particularly to ihe 
erstwhile Soviet Union, is a matter which 
should receive attention in any review of 
export-import trade. On the exchange rate 
front, the authorities must have been sur¬ 
prised by the stability in the rupee-dollar 
market rate. Reports suggest that the 
Reserve Bank has even had to intervene 
in the market to ensure that the rupee did 
not appreciate, leading to erosion of ex- 
poil competitiveness. The review does not 
tell us what factors have contributed to 
this unexpected behaviour of the exchange 
market. 

A major gap in the monthly economic 
report relates to the budgetary operations 
of the central governmen:. Trends in 
revenue and expenditure and how they get 
reflected in the grOss fiscal deficit and the 
budget deficit should constitute important 
elements in any review of the economy. 
These details are conspicuously missing. 
Similarly, in a review emanating from the 
finance ministry one looks for an assess¬ 
ment of the progress in fulfilling the IMF 
and World Bank performance criteria laid 
down for the standby assistance and struc¬ 
tural adjustment loans. The extent to 
which the criteria are being ful^llcd and 
the policy measures adopted towards that 
end should constitute part of the trans¬ 
parency which the finance minister claim¬ 
ed credit foi in placing before parliament 
the economic policy memoranda submit¬ 
ted to the IMF and World Bank. 

A final word is called for on the con¬ 
ventional method of presenting a macro- 
economic review whereby only broad eco¬ 
nomic indicators are highlighted and in¬ 
dicators like employment trends or pro¬ 
duction and supplies of basic consump¬ 
tion goods are left out. The review under 
reference does make a reference to 
employment exchange data, though its 
attempt to suggest an improvement in 
vacancies notified and placements ef¬ 
fected on the basis of data for a single 
month is hardly convincing. During the 
whole of 1991-92, the first year of 
stabilisation and structural adjustment, 
there was a fall in vacancies notified and 
placements effected. Vacancies and place¬ 
ments registered a further decline of IS.S 


the first half (April-September) of 1992-93 
over the corresponding period of 1991-92. 

FAMILY PLANNING 

Ominous Prospects 

THE galloping cost, of implementing 
family planning programmes in the popu¬ 
lous developing countries is now the 
emerging concern of the international 
population lobby. According to a US AID 
estimate, the current expenditure on fami¬ 
ly planning in the developing world could 
tx anywhere between $ 2.2 and 4.5 billion. 
And this is due to increase further. Accor¬ 
ding to an estimate of the Population 
Crisis Committee (PCC), to achieve a 
stable population by 2095 and a contra¬ 
ceptive prevalence of 75 per cent, the cost 
(in 1988 US dollars) would be 11.5 billion 
by Ihe year 2000. 

Who is to foot the bill? It is hardly sur¬ 
prising that the population lobby should 
suggest Hs a primary solution Ihe mani¬ 
fold expansion of developed country aid 
for population control. In 1988 developed 
countries allocated $ 560 million to sup¬ 
port population programmes. This consti¬ 
tuted only I per cent of total development 
aid. It is being suggested by the UN Fund 
for Population (UNFPA) and the PCC 
that this be hiked seven times. Donor 
agencies and the World Bank now account 
for 20 per cent of the total expenditure on 
family planning, governments for 63 per 
cent and users for 17 per cent. 

The UNFPA and the PCC have also 
suggested that governments increase 
their outlay on population programmes, 
ironically, population appears to be the 
lone social sector programme which will 
be among the beneficiaries of the struc¬ 
tural adjustment moves. Besides this, 
several other cost-containment and 
recovery measures have been mooted; pro¬ 
moting private producers and helping 
them set up private practice, charging a 
fee for service in the. public h^ith system, 
encouraging employment-based family 
planning services, allowing brand name 
advertising, relaxing prescription and lab 
test requirements, removing price control 
on contraceptives and expediting'approval 
of new contraceptives. 

What are the implications of these 
suggestions for developing countries, 
especially India? Clearly the expansion of 
population control aid in the context of 
structural adjustment programmes will 
have disastrous effects for,many third 
world cxtuniries. particularly those which 
have poorly developed health facilities. 

In India the new policy is more likely 
to result in pressure to increase govern¬ 
ment outlays on family planning. Family 
planning expenditure between the First 
and the Sixth Plan periods increased from 
Rs 0.15 crore to Rs 1,626 crore or 10,840 
times whereas health expenditure incrcas- 


of Ihe pritmie sector and the increasing 
trend towards privatisation, the govern¬ 
ment will quite willingly encourage its fur¬ 
ther expansion ostensibly for family plan¬ 
ning. It is interesting in thb context to note 
that even as of now, a large proportion of 
spacing methods are being obtained irom 
sources other than government. For in¬ 
stance, only 4S per cent of all users of lUD 
in the rural areas have relied upon govern¬ 
ment services and 30 per cent have had 
to pay for the services. Even with MTP 
over 55 per cent of those who availed of 
the service either from government or 
others have had to pay. This would imply 
that the concept of family planning has 
been accepted .sufficiently by a large ma¬ 
jority of the population who are willing 
to pay for Ihe service. It would then be 
possible to intensify the programme 
targeting the lowest 40 per cent and pro¬ 
moting methods which are cheap, more 
or less permanent and will require no 
follow-up services. Obvious methods 
would be long acting contraceptives such 
as implants which do not, unlike sterilisa¬ 
tion, require major infrastructural 
facilities. If coupled with this the govern¬ 
ment takes seriously the recommendation 
to relax prescription and laboratory test 
requirements, the prospects for the poor 
are ominous. 

t 

EXCHANGE RATE 

Duality Not a Vice 

GOING by the official handouts, in the 
finance minister’s pre-budget discussions 
with both economists and industrialists 
the question of full convertibility was rais¬ 
ed. While the group of selected econo¬ 
mists are supposed to have argued—how 
strong the consensus among them was is 
not known—for a move towards a unified 
exchange rate, the other group, namely of 
industrialists, too is reported to have ad¬ 
vocated early full convertibility on trade 
account. 

Whether or not the two groups spoke 
to the finance minister in the same terms 
is not very important. The significaiice lies 
in the fact that the subject has been rais¬ 
ed at this point of time, not only by an 
interest-group but also by a group of ex¬ 
perts. It is therefore necessary to delve into 
the implications of moving from partial 
to full convertibility. 

When, in July 1991, a major two-stage 
devaluation of the rupee was effected, it 
was at the same time decided to revise the 
then obtaining replenishmqit scheme and 
introduce the Exim snips, entitlement to 
which was to be at the uniform rate of 30 
per cent. These scrips were transferable as 
was more or less the case with the rephs 
nishment licences that the Exim scrips 
were to replace. The important point to 
note, for our purposes, is that a sort of 
duality of exchange rates already prevail- 
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was determined by (he premium the 
replenishment licences enjoyed in the 
market. The basic change efTectcd in July 
1991 to the exchange rate system was that 
the official rate underwent a drastic 
change consequent upon the rupee's 
devaluation, with the other exchange rate 
still determined by the premium the 
market placed on the Exim scrips. 

Within a short space of nine months 
the Exim scrips scheme was discontinued 
and the rupee made ‘partially convertible' 
in the sense that 40 per cent of exchange 
earnings were made convertible at the of- 
Tidal exchange rate and the balance 60 per 
cent at the market rate, with importers 
(with some exceptions) generally having 
to resort to the market for their foreign 
exchange requirements. Basically, the 
duality in the exchange rate system stayed 
under the new arrangement, though, as 
claimed in some quarters, it became much 
more transparent. Still the introduaion of 
the new system has been strongly objected 
to. One of the grounds is that it dis¬ 
criminates against exporters because the 
dollar that they now earn fetches them 
fewer rupees than the amount they have 
to pay for the dollar they need to buy im¬ 
ported inputs with (roughly 28 rupees 
against 30 rupees). Earlier, when the Ex¬ 
im scrips scheme was in force; they could 
import their requirements at the ofTicial 
exdiangc rate. But it is overlooked that in 
doing so they would have had to forgo 
the premium on the scrips. In effect, 
they paid for (heir imports at the 
market rate of exchange. Therefore, the 
argument that the new system discri¬ 
minates against exporters does not hold 
water. Of course; that the system dis¬ 
criminated against imports as such, be 
they by exporters or others, was there for 
anyone to see. But that presumably was 
an objective of policy in introdpeing the 
scheme. 

Still, how come the group of econo 
mists argued for a move towards a uniried 
exchange rate? Is it that they did not con¬ 
sider it necessary any longer to have a 
built-in deterrent to importation? Or is it 
that in their judgment the costs of keep¬ 
ing such a built-in deterrent were greater 
than the gains from it. even under condi¬ 
tions of severe foreign exchange con¬ 
straints within which the economy was 
operating? Whether or not such a judg¬ 
ment was based on empirical analysis or 
was advanced as an article of faith is not 
clear. Nor is it known how impressed the 
finance minister was with the case put 
forth to him. 

Going by the known state of the 
country’s foreign exchange reserves, 
thecentinuously expanding trade deficit 
and the margins prevailing in the ‘havala* 
market, it appearsextremely foolhardy to 


"SSiBtdigqiihll^a inova tawS^sli tiSAl^ 
change rate at this stage. In fact what 
needs to be done is to reinforce the ex¬ 
isting duality in the system with some 
measures to control inessential imports. 

CORRUPTION 

Example from Above 

CANCER in the human body, if not 
treated properly and in time, has a tenden¬ 
cy to spread from one organ to another 
and (hen end in eating into its vitals. 
Similarly, an uneradicated systemic 
disease in the body politic, such as un¬ 
bridled greed and aggrandisement, also 
spreads from the top to bottom. Observers 
of the second round of the Bombay riots 
have all identified looting as one of the 
main objectives of the hooligans— 
ordinary criminals and their accomplices 
in uniform as well. In the case of Bombay, 
the miscreants of both sorts were led from 
the background by big time mafia leaders, 
some of them with political colouring.s. 
Ehit the policemen af the site of the acci¬ 
dent of the Calcutta-bound Rajdhani 
Express near Kanpur in UP needed no in- 
sti^ion or promptings. Instead of engag¬ 
ing in the urgently demanded rescue and 
relief operations, some of the policemen’s 
first or main concern was looting the 
valuables of the victims in the shattered 
coaches. 

Even though it does not mitigate the 
enormity of their crime, the fact is that 
the delinquent UP policemen were only 
aping their political bosses in self- 
aggrandisement. The union ministers who 
are the country’s final institutional ar¬ 
biters in terms of the Constitution have 
little compunction in feathering their own 
nests—literally and figuratively—at public 
expense. The Bofors or Kuo oil scandals 
apart, they regularly waste lakhs and lakhs 
of rupees on their fancies and whims. Re¬ 
cent newspaper reports have revealed that 
in recent years even when they held office 
only for a short period, resting on slender 
and uncertain majorities based on doubt¬ 
ful alliances as they did. every new 
minister has spent a huge amount in refur¬ 
bishing his/her temporary shelter in of¬ 
ficial bungalows which had been done up 
by the previous tenant only a short time 
before. Or take another example. Recent¬ 
ly some central ministers had to visit 
Bhopal on the same day. if not also for 
the same purpose. But, instead of flying 
together in a single aircraft, each com¬ 
mandeered a separate plane, one of them 
even had an empty plane flown from 
Bhopal to New Delhi for his two-way 
flights and then had it fly back to Bhopal 
empty again. 

This is (he original source of moral 
cancer which hasTiow gripped the entire 
body politic. The cure lies in a systemic 
remedy .starting with the top. 


TWENTY YEARS AGO 

EPW, January 13. 1973 

From AM’s Calcutta Diary. 

If you have the fortune or misfonune of 
having an encounicr on the iheme with New 
Delhi's ofncialdom, ruling politicians includ¬ 
ed. you cannot bui come away with ihe im¬ 
pression that all trade union leaders are louis 
and deserve to be pul away under the Defence 
of India Rules... What aie the facts? Can one 
honestly pul one's hand to one's heart and 
claim (hat. because of the activities of the trade 
unions and the accumulated burden of in¬ 
dustrial agitations, there has been a runaway 
increase in the level of real wages all over the 
organised sector, thus resulting in a lowering 
of surplus of profits? Taking the past decade 
whatever the industry and whatever series of 
wages and pronis you might place sitte by side, 
it would be impossible to prove that the rate 
of profits has been at all restrained by (he 
expansion of the wage bill... This apart, 
perhaps a major enquiry should also concent¬ 
rate on whether on account of the pressures 
mounted by the trade unions, the increase in 
the level of real wages has been of such an 
order (hat a larger proportion of .national divi¬ 
dend is now being pre-empted for organised 
labour, leaving that much less either for those 
who arc currently unemployed or for future 
expansion. 

The artfully cultivated dislinctinn drawn bet¬ 
ween the wages going to the employed labour 
and what becomes residentially available for 
the unemployed is itself a piece of some 
dishonesty. Does it not make more sense to 
consider the earnings of workers holding jobs 
as a kind of wage-fund from out of which 
labourers out of employment too are custo¬ 
marily taken care of? It is not (he jotedar or 
the mirasdar in (he village who lakes care of 
the unemployed landless labourer, but his 
brother or cousin who is lucky enough to rind 
some wage employment in this or that field. 
Similarly, in the industrial sector, it is not the 
government with a scheme for unemployment 
doles, nor any benign capitalist with special 
dispensations for those without jobs, who 
takes care of the hapless army of (he un¬ 
employed. It is again the much-maligned mass 
of the tower middle class and the proletariat 
who share out their earnings with their 
unemployed brethren. 

To prove the allegation that by demanding 
higher wages, organised labour is taking away 
potential bread from the mouth of the 
unemployed, we must prove... That the pro¬ 
portion of national income going to Ihe 
employed workers is higher tod^ than what 
it was, say, a decade ago. If, for oiample, the 
per capita teal earnings of organised labour 
have risen at a rate faster than the increase in 
per capita national income over this decade. 
This however is not the phxure of reality .. 
One can con.sider the trend of real wages tn 
that state where industrial agiulions have been 
allegedly the most virulent and vioicni dur¬ 
ing (he past 10 years, namely, Ubst Bengal... 
Taking the toul spectrum of indusirics in Ubsi 
Bengal, till 1967 the real earnings of the 
workers had not increased at all from the level 
of I960. 

Where prejudices are horses,'the conclusiuns 
lend to be airy-fairy. Any analysis of facts will 
therefore not deter the habitual nialigners of 
the organised working class... One does still 
need to worry about the danger of disastrous 
prescriptions which, inevitably, follow from 
wrong diagnoses. 
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IN THE CAPITAL MARKET 


Western Paques (India) 

WESTERN PAQUES (INDIA), which is 
in the business of manufacture of effluent 
treatment plants, is turning its attention 
to putting effluent discharge (mainly wash 
and organic waste water) of distilleries and 
paper units to use by processing for power 
generation for supply to effluent generat¬ 
ing units at a concessional price of 70 per 
cent of the grid rate of state electricity 
boards. The company, which has a 
technical and financial collaboration with 
Paques of Netherlands, has on commen¬ 
cing operations in 1988 supplied cDlucnt 
treatment plants to distilleries and paper 
and pulp and petrochemicals units. The 
collaborators from Netherlands have by 
now set up 160 such plants all over the 
world. Western Paques (India) proposes 
to set up five waste water power genera¬ 
tion plants of a combined 22 MW capaci¬ 
ty in two phases, in the first phase at five 
different locations in Maharashtra, which 
is to entail an outlay of Rs 86.25 crorc, as 
appraised by SBI Capital Markets. Ef¬ 
fluents by-processing will yield biogas 
which will produce power. Effluents as 
source material are to come free of cost 
from the distilleries in Maharashtra to the 
company. The project is to start commet 
cial production next January. Out of the 
estimated project cost of Rs 85.25 crorc 
Rs 65 crore is to be cost of plant and 
machinery. The project issue is to be met 
with a rights issue of Rs 32.05 crorc and 
a public issue of Rs 46.80 crore and, 
besides, internal accruals of Rs 6.4 crore. 
Western Paques (India) reported increas¬ 
ed income of Rs 20.43 crore for 1991-92 
compared to Rs 11.44 crore for 1990-91 
and so also a net profit of Rs 4.89 crorc 
compared to Rs 1.13 crorc. The company 
increased the dividend, which it had paid 
at the rate of 10 per cent in the very first 
year, to 30 per cent. The company is issu¬ 
ing for its power generation project 36 
lakh 12 per cent fully convertible deben¬ 
tures of Rs 130 each and offering out of 
this 14.80 lakh debentures to the public 
on February 9 with SBI Caps and JM 
Financial and Investment Con.sultanc> 
Services acting as lead managers of the 
issud The debentures will be converted in¬ 
to equity in two parts, part A after three 
months of allotment, and part B 15 
months after allotment, at Rs 55 premium 
on Rs 10 share. 

NUT 

The computer training organisation 
NUT is setting up software factories and 
specialised training centres, which are to 


develop software on a number of plat¬ 
forms to cater to the sophisticated needs 
of overseas clients. According to NllT's 
managing director, Rajendra S Pawar, the 
factories would net substantial foreign ex¬ 
change with export of software to form 
part of a Rs 25 crore expansion-cum- 
modernisation plan. 1b part finance its ex¬ 
pansion plan NUT proposes to go public 
in early February by making an equity 
i.ssue of around Rs IS crore, including 
Rs 85 lakh reserved for allotment to 
employees. Shares of Rs lO will be offered 
at a premium of Rs 40 per share. NllT’s 
EPS, currently at R.s 7, is expected to go 
up to Rs I4 in the next three years. The 
Rs 25-crore expansion project has been 
appraised by the ICICI. In 199I-92 NllT’s 
turnover increased 67 per cent to Rs 44.11 
crorc and yielded a profit after tax of 
Rs 9.62 crore. Computer consultancy and 
software products contributed Rs 8.77 
crore, exports Rs 3 crore and computer 
training Rs 32 crore. NUT envisages to a 
two-fold increase in export turnover .dur¬ 
ing the year ending September I993. For 
I992-93. I993-94 and I994-95 the com¬ 
pany has projected a turnover of Rs 59.94 
crore, Rs 76.73 crore and Rs 9I.SI crore. 
Correspondingly the ngutes for net profit 
arc Rs 13.24 crorc, Rs 18.66 crore and 
Rs 24.01 crorc. The projected EPS for the 
three years stands at Rs 7.71, Rs 10.86 and 
Rs 13.96. NUT has already emerged as the 
No 1 computer trainer in south-east Asia, 
executing major training contracts in 
Singapore, Malaysia, Thailand and Indo¬ 
nesia. Now the training operations are be¬ 
ing extended to Flong Kong and Bahrain 
and UAE in we.st Asia. NIIT has also 
emerged as a strong force in the global 
softwaie market. At home, NIIT has over 
80 computer training centres located in 63 
cities and has cornered a 22.5 per cent 
share in a highly fragmented market. NIIT 
has remained ahead of its competitors by 
constantly introducing modern concepts 
in computer training such as ‘computer- 
dromes', ‘carry-home PCs’ and automated 
learning centres. 

Eider Electronics 
Industries 

Eider Electronics Industries, which is 
pioneering radio paging systems, is now 
offering to the public 27 lakh equity- 
shares of Rs 10 each aggregating to 
Rs 270 lakh. The company is promoted 
by Sanjay and Rama Sinha, both elec¬ 
tronics engineers. It has taken trial runs 
and expects to commence commercial 
production shortly. The money market is 


a major area where Eider paging systems 
have made business operations faster and 
better. Slock exchanges at Bombay, 
Calcutta. Hyderabad, Bangalore, Cochin, 
Baroda and Jaipur have already installed 
these systems while these are to be opera¬ 
tional at Delhi, Madras and other stock 
exchanges within the next two months. 
Eider Electronics industries has manufac¬ 
turing collaboration with Kortop Interna¬ 
tional Company of Korea, Tait Electronics 
of New Zealand and Zxtron of USA and 
operational collaboration with Star Pag¬ 
ing of Hong Kong and Samsung of Korea. 
It has manufacturing facilities at Kala 
near Chandigarh. The company expects 
for 1993-94 a turnover of Rs 22 crore and 
a net profit of Rs 62 lakh which is to in¬ 
crease with capacity utilisation, it has con¬ 
firmed orders worth Rs 3 crore. For the 
project cost of Rs 780 lakh the promoters* 
contribution is Rs 220 lakh while the com¬ 
pany has already received term loans of 
Rs 289.65 lakh from the financial 
institutions. 

Magnus Rubber 
Industries 

Magnus Rubber Industries, promoted 
by Rajesh N Sheth, is implementing a 
Rs 490 lakh project for the manufacture 
of rubber stoppers with an installed 
capacity of 750 million numbers per an¬ 
num. The company will be offering for 
the first time in India pre-sterilised 'ready- 
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to-usc' stoppers wbich will save coii' 
sidenMe time and labour at the users' 
end. The rubber stoppeis to be manufac¬ 
tured by the company will conform to in- 
temath^ standards and will find a ready 
market both at home and abroad. The 
company has confirmed orders worth 
Rs 212 lakh from reputed companies lilcr 
Wockhaidt, Lyka Labs. ICPA Labora¬ 
tories and Unichem Laboratories. The 
cost of the project, as appraised by Bank 
of India, is proposed to be financed by 
equity share capital (Rs 110 lakh from 
promoters and Rs 290 lakh from public), 
investment subsidy (Rs 2S lakh) and 
tkferred payment c^it (Rs 65 lakh). The 
board of directors comprise eminent per¬ 
sonages like Juzar Khorakiwala, Prafull 
Sheth, Satish Nadkar, Cautam Adani. 
Saurabh Soparkar and Nimish Shah. To 
part finance the project, the company is 
entering the capital market on February 
IS with a public issue of 29,00,000 equity 
shares of Rs 10 each at par totalling 
Rs 290 lakh. The profitability projections 
of the project as appraised Bank of 
India are as follows: sales in the first year 
of operations will be Rs 985 lakh, in the 
second year Rs 1,126 lakh and in the third 
year Rs 1,266 lakh, on which the net pro¬ 
fit will be Rs 160 lakh, Rs 180 lakh and 
Rs 201 lakh respectively. The company 
has already applied for listing on 
Ahmedabad and Bombay stock exchanges. 
The issue is lead-managed jointly by BOl 
Finance and Gujarat Lease Financing. 


Smelters India 

Smelters India is setting up a project for 
the manufacture of high quality special 
alloy and stainless steel ctoting with a total 
plant'capacity of 24,000 tonnes per an¬ 
num to cater to the needs of the engineer¬ 
ing and automobile industries. The com¬ 
pany has assigned Inductotherm India, 
who are pioneers in the manufacture and 
supply of I^raline Zee-Thuk medium fre¬ 
quency coreless induction melting fur¬ 
naces in the country, with the complete 
erection and commissioning of the fur¬ 
naces on turnkey basis. Inductotherm has 
developed a unique electronic system 
whereby the plant has the ability to 
automatically track the changing im¬ 
pedance of the charge in order to produce 
maximum rated power under virtually all 
furnace loading conditions, thus saving 
heavy power cost. The ladle to be supplied 
by its parent company in the US is so 
designed as to give higher efficiency and 
low waste with high quality product ac¬ 
ceptable to the user industry. The im¬ 
plementation of the project is in full 
swing. The company expects to start com¬ 
mercial production this April. To 
fiimnce the project in part, the company 
will shortly be entering the capital nuuket 
with a public issue of 210 lakh equity 
shares of Rs 10 each at par, for which the 
consent from the CCI has already been 
received. 

-JK 


COMPANIES _ 

Few Takers for Euro-Issues 


Jairaj Kapadia 

IT has been mentioned in these columns 
that foreign private capital investment has 
been displaying conflicting signals, show¬ 
ing a preference for listed scrips of com¬ 
panies on the market over Euro-issues 
being made by Indian companies. Both 
modes of investment serve the govern¬ 
ment’s objective of globalisation of the 
Indian economy. Now the government 
itself has expressed its preference for 
companies making private placement of 
capital issues instead of through the global 
depository receipt (GOR) route. 

The GDR route was taken by two major 
companies. Reliance Industries and 
Grasim Industries, as they made their 
Euro-equity issues la.si year. Some other 
companies, namely. TISC'O and Essar, in 
the private sector, and Shipping Corpora- 
tion of India and Indian Petrochemicals 
Corporation;in the pubkc sector, were to 


follow suit, while Hindalco Industries had 
withdrawn at the last moment, after hav¬ 
ing done the ground-work for its GDR 
issue, in the wake of the December 6 
Ayodhya events. 

The government’s preference that com¬ 
panies go in for private piac'cmcnt of 
capital issues, which is believed to have 
been expres.sed around the middle of 
January to the SCI in connection with its 
pronos^ Euro-equity issue, is confined to 
public sector companies. However, for the 
present, both the SCI and IPCL have 
shelved their proposed issues. It may be 
surmised that the government has in¬ 
dicated its preference for private place¬ 
ment of capital issues by companies in the 
context of the situation in the aftermath 
of Ayodhya. But companies are not likely 
to find private placement particularly ai- 
iiactive. Private placement is fraught with 


definite disadvantages, like high cdiipoii 
rates, hefty discounts on the issue price 
and concentrated holdings. 

Since the government has announced 
the virtual scrapping of the Foreign 
Exchange Regulation Act with a further 
dilution of some of the key provisions 
concerning investment by foreign com¬ 
panies, direct private investment from out¬ 
side could now become the vogue. The 
amendment of the act facilitates also the 
enhancing of foreign stake in existing 
companies, while on the stock market 
foreign investment institutions have been 
allowed to make investments directly. 

ESSEL PACKAGING 

Successful lechnology 
Absorption 

There is one very striking feature to 
note about Essel Packaging, apart from 
its improved working and enhanced finan¬ 
cial results for the year ended June 30. 
1992, enabling also declaration of a higher 
dividend of 15 per cent. Not only is the 
company now well established as the 
leader in manufacture of laminated col¬ 
lapsible tubes for packaging in the coun¬ 
try, but it has emerged also as an exporter 
of tubes and now, besides, also of the base 
raw material, rolls of webstock. It made 
during 1991-92 a successful bid to export 
the raw material to Australia and made 
a dent in that market which was hitherto 
served by only American suppliers. Fur¬ 
thermore, having absorbed the technology 
of lami-tube manufacture, it is now ready 
to export the technology itself and is in 
the process of finalising an agreement 
with Egypt, where a joint venture is to be 
establish^ for lami-iubes during the cur¬ 
rent year. 

All of this is particularly commendable, 
considering that Essel Packaging is only 
nine years old. The continuous growth in 
domestic demand for lami-tubes and flex¬ 
ible packaging goods and increased inter¬ 
national activity will be reflected in the 
current year’s results, according to the 
directors. At the same time, the company 
is embarking on an expansion-cum- 
backward-integration project at a cost of 
Rs 650 lakh, towards which it has pro¬ 
posed an issue of rights ^uity shares of 
Rs 580 lakh to shareholders. 

Meanwhile, with increased production, 
sales of manufactured products during 
1991-92 registered a rise of 23 per cent over 
the previous year, ftut pr^uction of 
flexible packaging goods was less at 
%7.S6 tonnes against 1,210.22 tonnes in 
the previous year and so were sales at 153 
tonnes against 418.09 tonnes, after ac- 


144 


Economic and Political Weekly January 30, 1993 



counting for 812 tonnes of «nptiw con¬ 
sumption. Increase occurred in laminated 
tubes, in production Trom 140.52 million 
to 148.92 million and in sales from 140.62 
million to 148.25 million, it is significant 
that the company had a ready market for 
all of its incro^ production. Production 
enuiled a foreign exchange outgo of 
Rs 238.68 lakh as against earnings of 
Rs 93.98 lakh. The company has now ab¬ 
sorbed the know-how it secured from 
K M K, Switzerland, for manufacture of 
conventional lami-tubes. 

ION EXCHANGE 

Growth Plans 

Ion Exchange (India), which carries the 
legend ‘The power behind water’, and 
which is engaged in the manufacture of 
ion exchange resins, water treatment 
plants and chemical additives, besides 
dealing in consumer products manufac¬ 
tured by outside parties, has reported 


greatly improved results for the year to 
March 1992. Cross ules increa^ 16 per 
cent from Rs 55.78 crore to Rs 64.55 crore 
and pre-tax profits 44 per cent from 
Rs 2.14 crore to Rs 3.10 crore. The com¬ 
pany increased the rate of dividend from 
16 per cent to 20 per cent. It expects the 
growth rate to accelerate further during 
the current and subsequent years in the 
light of the government’s new economic 
policies. 

Exports (excluding deemed exports) 
rose to Rs 2.34 crore from Rs 61 lakh in 
the previous year. However, supplies made 
to IBRD/IDA projects cxecut^ in India 
declined from Rs 942 lakh to Rs 371 lakh, 
and since these form part of the total 
foreign exchange earnings, there was a 
decline in the figure from Rs 1,007 lakh 
to Rs 617 lakh. Expenditure in foreign 
currency increased, on the other hand, 
from Rs 22 lakh to Rs 64 lakh. The com¬ 
pany has been absorbing the technology 
it has imported through R and D and the 
future plan of action covers use of ion 


Tile Week^a Companiea _ (Its hkhf 

E ssel ftKkaging ton Exchange _ Indicarb 

Financial Indicaion June June March March Mareh March 

1992 1991 1992 1991 1992 1991 


iHComeAxpenses/pmflis 
Net sales 
Excik duty 
Other income 

Increase (decrease) in year-end 
Finished slock 
Ravr materials consumed 
Bower and fuel 

Other manufacturing expenses 

Laboui cost 

Other expenses 

Operating proFits 

Interest charges 

Gross profits 

Depreciation 

ProFits before lax 

1hx provision 

Profits after tax 

Dividends 

Liabililies/assets 

Paid up capital 

Reserves and surplus 

txNig term loans 

Short term loans 

Other liabiliiies 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which Finished goods 
Receivables 
Loans and advances 
Cash-and bank balances 
investments 
Other assets 
Iblal liabililies/assets 
Key jimmeial ratios 
Ibrnover ratio 
Return on sales 9li 
Return on investmeniAh 
Return on equity (%) 

Earning per share 
Dividend {%) 

Book value per share (Rs) 
Current market price 
P/E mtio 


2093 

2123 

6069 

575 

242 

386 

59 

83 

117 

60 

(229) 

(75) 

97g 

884 

3444 

52 

53 

56 

69 

91 

80 

80 

62 

656 

116 

103 

1150 

720 

601 

725 

246 

193 

283 

474 

408 

442 

227 

192 

132 

247 

216 

310 

247 

216 

310 

66 

40 

70 

441 

441 

350 

269 

47 

1496 

1083 

1203 

467 

161 

298 

1452 

363 

398 

2202 

2153 

2121 

1903 

912 

685 

783 

443 

336 

960 

99 

39 

419 

376 

245 

2316 

245 

301 

1056 

7 

63 

261 

— 

— 

146 

4 

6 

108 

2317 

2387 

5967 

0.90 

0.89 

13)2 

22.65 

19J2 

7.28 

20.46 

I7j09 

7.41 

34.79 

44J6 

16.79 

S.59 

4J8 

8.86 

IS 

10 

20 

16.07 

11.06 

474)6 

70 


137.50 

12.52 

— 

15.52 


5293 

602 

558 

285 

124 

116 

319 

5 

4 

61 

18 

(26) 

3400 

199 

198 

47 

27 

24 

71 

67 

60 

516 


76 

1059 

118 

102 

580 

117 

76 

269 

131 

121 

311 

-14 

-45 

97 

41 

38 

214 

-55 

-83 

214 

-55 

-83 

56 

— 

— 

350 

ISO 

ISO 

1261 

IS 

15 

471 

757 

734 

1191 

460 

340 

2017 

83 

93 

1615 

707 

675 

656 

209 

169 

1006 

283 

214 

494 

ISO 

132 

1980 

202 

169 

863 

15 

24 

267 

30 

37 

117 

— 

— 

98 

435 

380 

5290 

1465 

1331 

1.00 

a4l 

0.42 

5.88 

-2.33 

-8.06 

5.88 

-0.96 

-3.38 

13.28 

-33J3 

-50.30 

6.11 

-3.68 

-5.55 

16 

— 

— 

40.25 

II4M 

11.01 

— 

N4} 

— 


exchangers in pharmaceutical processing, 
development of new consumer products, 
substitution of imported speciality resins 
and development of ultre-flltration mem¬ 
branes and systems. 


INDICARB 

Rehabilitation I\ickage 

“Despite recessionary conditions 
prevailing in the automobile sector and the 
engineering industry in general, your com¬ 
pany hopes to increase the turnover by 
improving the market share in certain 
specific areas by offering improved 
product-mix. Your company will be 
endeavouring to concentrate on product 
range having higher value addition and 
also strengthen the consumer service [so 
as to] improve the turnover. The package 
of reliefs and concessions submitted to 
financial institutions by the company is 
still under consideration and is likr'ly to 
be finalised in due course. The future of 
your company is laigely dependent on the 
successful outcome of the package being 
accepted at the earliest opportunity!’ 

The above is a passage from the direc¬ 
tors’ rcDort of Indicarb for the year ended 
Match 31. 1992. it shows this Bangalore- 
based company, which manufactures hard 
metal tips and tools, using tungsten ore, 
cobalt, carbide pother and other raw 
materials, and is producing hydrogen, 
with an installed capacity of 115,200 cu 
mtrs, against 350,000 cu mtrs, licensed, is 
in quite a dismal state. Produaion of tips 
and tools during 1991-92 was less at 26.23 
tonnes compared to 29.28 tonnes in the 
previous year and to the installed and 
licensed capacity of M) tonnes. Production 
of hydrogen at 48,474 cu mtrs was also 
lower compared to 61,782 cu mtrs in the 
previous year. The company was able to 
reduce the loss to a certain extent by adop¬ 
ting strict cost control measures. But it has 
accumulated a loss of Rs 428 lakh and 
there is no knowing when it wi'l be back 
in profits. 

Incidentally, at the annual general 
meeting held in Bangalore on September 
24, 1992, an item of special business tabl¬ 
ed in a resolution covered issue and allot¬ 
ment of new shares to any person whether 
or not those persons are holders of the 
company’s equity shares, or against or by 
way of conversion of existing unsecured 
loans, to the extent of the balance of 
unissued share capital, after increase of 
the authorised capital on such terms and 
condition; as might.be deemed appro¬ 
priate by the board of directors. Present¬ 
ly Indicarb has a subscribed and paid-up 
share capital of Rs 150 lakh against Rs 193 
lakh issue and Rs 200 lakh authorised in 
equity shares of Rs 10 each. 
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STATISTICS 1 






3^riatkm (per cent) 



Index Numbm of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1981-82 = 100) 

Weight 

Week 

Ust 

Last 

March 





16-193 

Month 

\bar 

1992 

1991-92 1990-91 

1989-90 

1988-89 

All Commodities 

100.0 

230.1 

-0.4 

6.8 

5.6 

13.6 

10.3 

7.5 

7.5 

Primary Articles 

32.3 

232.1 

-0.9 

1.1 

3.0 

184 

13.0 

24 

4.9 

Food Articles 

17.4 

269.8 

-0.9 

6.1 

5.9 

204 

11.8 

14 

9,9 

Non-food Articles 

lO.I 

222.6 

-1.0 

-7.9 

-2.2 

184 

17.0 

3.6 

-1.7 

Fuel, Power, Light and Lubricants 
Manufacture Products 

10.7 

234.9 


12.1 

10.0 

134 

12.3 

3.6 

5.6 

57.0 

228.1 

-0.3 

9.3 

6.4 

114 

8.4 

11.3 

9.4 






Wriation (per cent) 



Cost of Living Indices 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 







1992 

Month 

\bar 

1991 

1991-92 1990-91 

1989-90 

1988-89 

Industrial Workers 1982 = 100 

244" 


8.4 

6.6 

13.5 

114 

6.S 

9.1 

Urban Non-Manual Employees I984-8S 100 

203* 

0.5 

10.9 

5.7 

13.5 

11.0 

6.9 

8.2 

Agricultural Labourers July 60 to 

1.099“ 

- 1.2 

11.0 

5.0 

19.3 

7.5 

3.2 

11.4 

June 61 f 100' 













Variation (per cent in brackets) 



! Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Fortnight 

Last 

Last March 3L 







(8-I-9J) 

Month 

%ar 

1992 

1991-92 1990-91 

1989-90 

1988-89 

Money Supply (Mj) 

Rs crore 

3,53,727 

1,232 

47,172 

38,643 

49,560 

34,486 

37.457 

28,959 



(0.3) 

(15.4) 

(12.3) 

(18.5) 

(14.9) 

(19.4) 

(17.0) 

Net Bank Credit to Government Sector 

Rs crore 

1,74,686 

-714 

10,605 

16,392 

24,589 

23,048 

20,676 

12,105 

Bank Credit to Commercial Sector 

Rs crore 

2,12,077 

4,156 

33,173 

21,012 

24.173 

21,443 

23422 

20,395 

1 Net Foreisn Exch Assets of Banking Sector Rs crore 

16,252 

143 

1,488 

-3475 

10,098 

1,915 

-149 

1,128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,62,015 

1,757 

41.184 

31,257 

38,217 

25,583 

26,809 

21,897 



(0.7) 

(18.6) 

(13.5) 

(19.8) 

(15.3) 

(19.1) 

(18.5) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,45,526 

3,904 

24,212 

19,934 

9491 

14,848 

16,734 

12,470 



Latest 

Week 

22-1-1993 

(2.8) 

(20.0) 

(15.9) 

(8.0) 

(14.6) 

(19.8) 

(17.3) 

Foreign Exchange Assets (excluding gold) 

Rs croie 

14,251 

-428 

3,932 

-560 

10423 

-1,383 

-795 

-646 

USSmn 

5,439 

-253 

1,556 

-282 

3,383 

-1,137 

- 1.354 

-886 

Index Numbers of Industrial 


Latest 








Praductimi 

Wright 

Month 

Averages for* 

Variation (per cent) 


(1980-81 = 100) 

(Oct 92) 1992-93 1991-92 1991-92 I99p-9I 1989-90 1988-89 1987-88 I 

General Index 

100.0 

208.3 

204.7 (iX» 198.7 (-0.9) 

0.1 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

Manufacturing 

11.5 

215.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0(2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

278.4 

261.7 (4.5) 250.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic industries 

39.4 





3.8 

5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 

, . 




17.4 

22.4 

7.0 

i5.9 

Intermediate Goods Industries 

20.5 





6.1 

4.3 

11.5 

4.8 

Consumer Goods Industries 

23.6 





10.4 

63 

4.2 

6.5 

Durable Goods 

2.6 





14.8 

1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Oct 92) 

1992-93 

1991-92 

1991-92 

1990^91 1989-90 

1988:89 

1987-88 

Export 

Rs crore 

4,385 

28,789 

23,024 

43,978 

32,553 

27,681 

20432 

15,674 





(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

4,665 

36,556 

25,611 

47.813 

43,193 

35,416 

28,235 

22444 



(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Trade 

Rs crore 

-280 

-7,767 

-2.587 

-3,835 

-10,640 

-7.735 

-8,003 

-6,570 

Employment Exchange Statistics 

Unit 

Latest 
Month 
(Sep 92) 

Cumulative for* 







1992 

1991 

1991 

1990 

1989 

1988 

1987 

Number of Applicants on Live Register 

Thousand 

37.171 

37,171 

36,098 

36,300 

34,632 

32,776 

30,050 

30447 

Number of R^istrations 

Thousa'' d 

537 

4,188 

4,862 

6438 

6441 

6,576 

5.963 

5,465 

Number of Vacancies Notified 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Income 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4,72,599 

4,01,569 

3.50.899 

2.94,765 

2,60,03 

2.33.799 

2,08,533 

1,86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,10.477 

1,99,329 

1.88.009 

1.70,205 

1.63471 

1,56.566 

140.433 

1,44,865 

Per Capita Income (1980-81 prices) 

Rupees 

2,227 

2,148 

2,069 

1.902 

1,871 

1,844 

1,813 

1,790 

* Up to the latest month for the current 

year and for corresponding period last year. 



Not available. 

Nolex' (1) Superscript numera! denotes month to which figure relates, e g, superscript' indicates that the fifure is for January and so on. 1 

<2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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Galcuita Diary 

AM 

The dividing line between the time-tested Monroe Doctrine and 
the new Galbraith doctrine is more metaphysical than real. 

Somalia is just the beginning. Next on the agenda, it now appears 
more than likely, is Yugoslavia. And if the Ramlala storm- 
troopers, duly abetted by the country's prime minister, have their 
way, India could well soon convert itself into a non-functioning 
anarchy. The circuitous route of softening up India via Fund-Bank 
conditionalities would then be considered superfluous. It would be 
more sensible to proceed in accordance with the straightforward 
Galbraith doctrine. 


JOHN KENNETH GALBRAITH, the 
oaogenarian economUl and writer, 
ambassador of the United States to this 
country at the time of the tixMbte three 
decades ago with the Chinese; bad re¬ 
visited these shorn some weeks aga India, 
despite its savage aspects, can be habit- 
fbr^ng, more so because that enchanting 
plant, obsequiousness, grows in such lux¬ 
uriant profusion here Galbraith’s virit, 
arrang^ by one of those business lobbies 
which sprout in the nation’s capital, was 
not. it now appears in retrospM, as in¬ 
nocent as it was supposed to be He gave 
several interviews to the press in the course 
of his seventy-two hours of stay in New 
Delhi. These contained the usual quota of 
his sundard diatribe against his pet 
anathema, nuHietarism; Gaibraith, bless 
or curse his soul, remains a devout Keyne¬ 
sian. He restrcssed the need for selective 
Sute intervention in developed as well as 
developing economies so as to keep the 
wheels of demand and prodiKtion mov¬ 
ing: he reiterated his conviction that the 
market could often be an ass. While on 
such themes, he slipped in a smart one. 
His heart bled for the world’s poor. And 
since his heart suniered from this par¬ 
ticular drirility, he was no supporter of 
the concept of unbridled, unqualified 
sovereignty for all members of,the United 
Nations. If some of these nations were 
incapable of governing themselves and 
Mking care of their poor, and it were pro¬ 
ved to the satisfaction of the international 
community that they were incapacitated 
in this respect,' their sovereignty, according 
to Galbraith, richly deserved to be 
forfeited. A cotoliary of this formulation: 
should circumstances so arise; the United 
Natioqs must lake charge of such coun¬ 
tries so that their poor citizenry could be 
properly looked after. 

The dividing line between the time- 
tested Monroe Doctrine and the new 
Galbraith doctrine, it should be obvious, 
is more metaphysical ehan real. In a 


unipolar global system,,, the United 
Nations is putty clay in the hands of the 
United States administration. The perma¬ 
nent members of the Security Couricil can 
.theoretically still exercise the veto and 
thwart, in crudai moments, the more 
outrageous American ambitions. It is 
however a world not only progressively 
shorn of ideology, it has also spawned a 
species who are w^ aware which side their 
bread is buttered. The American ad¬ 
ministration, in case it is sufficiently 
piqued, can put a spoke in your wheels 
in more ways than one Once it has been 
decided at Foggy Bottom that a certain 
country is in fact an apology of a coun¬ 
try, and there is so much chaos tearing it 
apart that a spell of non-self-govcraance 
would do it good, the decision, one can 
lay a wager, will receive swift approval 
within the precincts of the matchbox 
monstrosity at Ibnle Bay. The Gallnaith 
doctrine it will be averred, is the 
quintessence as much of conservative 
liberalism as of Uberal conservatism. Here 
the twain meet: global do-gooding, it 
carefully explains, is contingent upon con¬ 
tinuous surveillance by an international 
gendarmerie it cannot be helped if only 
the United States has the capiAility to 
contribute the most to the formation of 
such a gendarmerie The principle thus 
paves the way for an important piece of 
pragmatic conclusion: no matter how the 
vote is cast in the presidential elections, 
no matter whether the presiding deity of 
scholasticism happens to be Milton 
Friedman or John Kenneth Galbraith, 
American marines must always rule the 
waves. 

Some of the developments in the course 
of the past few months fit snugly into the 
Gaibraith thesis. Somalia has been 
discovered by the United Nations as un¬ 
fit to govern itself. A famine has been rag¬ 
ing in that country for more than two 
years; thousands of men, women and 
childten have died. Relief organised by the 


United lotions agencies was failing to 
reach the stricken people: armed gooris, 
swearing loyalty to different tribes and 
factions, had been attacking the UN 
convoys and running away with food and 
medicines. Their interest, it was evident, 
was to sell the stuff at pricis that the 
market would bear, thereby allowing them 
to make a neat pile; the subsidiary hope 
was also cherished that enemy tribes 
deprived of food would die peacefully and 
bequeath the inheritance of Somalia to 
them alone This juxtaposition of love for 
the market with other earthly calculations 
does not, for some reason, have the ap¬ 
proval of the government of the Unit^ 
States. EigO;1t does not have the approval 
of the United Nations. A resolution was 
therefore passed in the Security Council; 
honouring the mandate of the resolution, 
contingenu of American troops, marines 
not excluding, have since landed in 
Somalia. That country’s sovereipity has 
for the present been abrogated, on the 
ground that its leadership has failed to 
govern properly and provide succour for 
the stricken. As American spokesmen 
have been at pains to explain, Somalia is 
hardly a unified country any mor^ dif¬ 
ferent tribid lords are presiding over its 
Individual parts, anarchy reigns about 
everjQvbere; the principal assignment for 
the American troops is to flush out the 
criminal elemenu and dispossess them of 
the arms they brandish, so that telief work 
could proce^ smoothly. 

A nice; neat objective: we should all 
jmn the thunderous hand-dapping. There 
is nonetheless an untold section of the 
story. Much of the weaponry now strewn 
across the Somali countryside was liberally 
supplied in the not too disunt past Iv 
western arms merchants, including some 
very distinguished constituents of the cosy 
arrangement which president Eisenhower, 
in a moment of geriatric absent- 
mindedness, chose to describe as the 
military-industrial complex. Depeiuiing 
on drcumstances, snuggling up to the 
military-industrial complex ct n be an im¬ 
portant aspect of State policy, and pump¬ 
priming to shore up a recession-hit 
economy can assume several forms. Grant 
of government contracts that induce the 
arms manufacturers to produce weaponry, 
supposedly non-nuclear, at a fast enough 
pace is one example; budgetary support 
underpinning such contracts forthwith 
creates additional purchasing power in the 
system. Sending agents and advisers to the 
poor countries in order to induce their 
leaders to increase their defence outlay is 
a subsidiary device: tax-payers’ money 
spent on the upkeep of such represen¬ 
tatives might thus have a significant 
multiplier effect on the expansion of jobs 
and incomes back home. Somalia is in this 
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sense a testing ground of both America 
foreign policy and American economic 
policy: if things turn out well, it could in¬ 
deed serve as a blueprint for the general 
economic resuscitation of the down-and- 
out American economy. John Kenneth 
Galbraith was not speaking out of turn; 
he is acknowledgedly the economists’ 
economist, and what he has stated could 
be not only the marker distinguishing the 
Bush from the Clinton administration, it 
couM also signal the smoothness of the 
transition from the one to the other. 

Besides, Somalia is just the beginning. 
The next item on the agenda, it now ap- 
'pears more than likely, is Yugoslavia. A 
couple of years ago, in the first flush of 
the celebrations following the downfall of 
totalitarian communism, an American 
citizen was despatched to fill in as the 
Yiigoslav prime minister; dual citizenship 
has its very sweet uses. American money 
gushed into the country in the aftermath; 
much, of this money was deployed to 
lubricate the arms trade; Mr Panic could 
not be blamed if some of the arms fell into 
wrong hands. The Serbs have now got rid 
of Mr ftnic, but the arms remain where 
they were. Because of the siege; Bosnians, 
arrayed on the other side, might lack in 
food and winter clothing, but the Islamic 
fundamentalists from elsewhere, who are 
acting as most enthusiastic kibitzers, are 
not exactly short of funds. Western arms 
suppliers therefore have little reason to 
abandon the gleam in their eyes. They 
have been joined by manufacturers of 
Kalashnikov rifles of excellent quality 
from amongst the down-and-out strag¬ 
glers in east Europp. The Yugoslavia plot 
might thereford yet thicken. At this mo¬ 
ment a small United Nations team is try¬ 
ing to reach relief material to the harassed 
Bosnians; the need, it will soon be felt, 
is of mounting a much larger effort, and 
not just of the Salvation Army sort. There 
is also a sub-plot which has already begun 
to emerge. The autonomous republic 
of Macedonia, carved out of former 
Yugoslavia, is being pressed to choose a 
different name for itsdf by the authorities 
in Greece The latter country has already 
a province described as Ma^onia, and, 
who knows, the natives there could feel 
tempted, or be instigated, to merge their 
identity with the freshly constituted 
autonomous republic next door. Again, 
the possibility of a dearth of backers on 
either side is to be ruled out. Funds too 
are no problem. 

Moreover, while it is a unipolar world, 
things are not going altogether according 
to plan for the US administration in 
eastern Europe and central Asia as a 
whole. The former communists, what a 
scandal, have won the ‘free’ elections in 
Romania, Lithuania, and.wliat remains of 


erstwhile Yugoslavia. Effective power in 
Ihdjikistan has been won back by the 
diehard communists. The Slovaks, now 
detached from the Czechs, also present a 
question mark. Andi in the Russian 
republic itself, Boris Yeltsin's position is 
beset by uncertainties: the more un¬ 
popular he becomes with the Russian peo¬ 
ple. the more he leans on the Americans, 
and the greater his dependence on the 
Americans, the deeper is the disenchant¬ 
ment with him of his own people. The 
military top brass is still shoring him up. 
Bui many amongst them have a grimy 
Stalinist past, and cannot quite be trusted. 

Strategically it might indeed be time for 
some show of firmness in the neigh¬ 
bourhood. After all, what is the point of 
unipolarity if its spin-offs are not convin¬ 
cingly demonstrated for the benefit of the 
doubting Thomases? So any day the 
United Nations Security Council could be 
coawd into passing a resolution recom¬ 
mending large-scale intervention in 
Yugoslavia on the part of the international 
body. An expeditionary force, nominally 
multinational, but effectively all- 
American, might be established on an 
emergency basis, and Yugoslavia could 
qualify for the application of the 
Galbraith doctrine. Pri^dent Clinton, the 
inaugural bash behind him, could then be 
persuaded to despatch a couple of divi¬ 
sions to save the Bosnians from extinction. 

It is the intrinsic virtue of doctrines 
such as the one enunciated by Galbraith 
that they draw nourishment from their 
own successes. Yugoslavia should not 
therefore be regarded as the last hurrah; 
far from it. The list of countries to be put 
under the microscope and considered as 
no longer worth being left to their own 
devices is bound to be extended. If the 
Ramlala storm-troopers, duly abetted by 
the country’s prime minister, have their 
way, India could well soon convert itself, 
to Galbraith’s comfiture or discomfiture- 
depending on the particular mood he 
might be in—into a non-funaioning anar¬ 
chy. Such a situation would be tai'er-made 
for American statesmanship. Arkansas 


has a population of a Uttle move than two 
tniUion; India has close to nine hundred 
million. But numbers hardly matter, the 
quality of mind and the clout one 
possesses do. The governor of Arkansas, 
catapulted to the American presidency, 
could be counselled by this or that 
eminence grise that India is a far gone 
case, and calls for immediaie iniervention. 
The circuitous route of softening up India 
via Fund-Bank conditionalities would 
then be considered superfluous; complai¬ 
sant finance ministers often miss the cue 
and botch up the joh It would be more 
sensible to proceed in accoidance with the 
straightforward Galbraith doctrine Once 
a few more mosques are brought down 
and the Indian judiciary primly permits 
darshan of the makeshift structures the 
Hindu holy men arrange to construct in 
their stead, the ambience would be right 
for a UN resolution to be passed certify¬ 
ing India to be a fit case to be deprived 
of the right of self-governance. 

John Kenneth Galbraith started'out as 
an agricultural economist; he knows his 
oats. He knows his India, and loves the 
country. It is out of his love that he pre¬ 
ferred to articulate his profoundly 
humanitarian doctrine, for the first time, 
on the soil of this country. The hired 
crowd in New Delhi much applauded his 
sage remarks. The rabid Left used to 
parrot clumsy rambling sentences concer¬ 
ning neo-colonialism, neo-imperialism, 
and comprador capitalism. They would 
perhaps have the last laugh; that would 
be small compensation for the country 
though. 

Besides, should the Americans succeed 
in India, there would yet be hope for Boris 
Yeltsin. Even if the military top brass 
deserted him, arid it was touch and go in 
Moscow, what about another UN resolu¬ 
tion and American marines and para¬ 
troopers rushed to save the Russian 
Republic from the clutches of the 
disgruntled population who, by their con¬ 
duct, would have proved themselves grossly 
incapable of governing themselves? 


EPW Research Foundation 

The Sameeksha Trust has set up a Research Foundation in furtherance 
of its objective of promoting research in economics and the other social 
sciences. S L Shetty, till recently head of the economics research depart¬ 
ment of the Reserve Bank of India, is the Director of the Foundation 
which will have a small core staff of professionals in the grades of univer¬ 
sity lecturers/readers. Those with post-graduate/research qualifications 
and interested in a research career with the Foundation are requested 
to get in touch with the Director. 
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Censoring Video Magazines 

A G Nootwii 

The nem-stands are stacked with periodicals containing colour 
photos of the demoiition of Babri Masjid and the riots that 
followed. Vet, the December issue of Newstrack carrying a similar 
story was refused certification initially. This calls for an urgent 
review of the antiquated notions governing censorship of video 
magazines. 


IT would be a grave mistake to forget the 
episode of the censorship of the December 
issue of the video magazine Newstrack 
because the Film Certincation Appellate 
Tribunal finally cleared it on December 
20 and revised the decision to the contrary 
by the examining committee and the 
reviewing committee of the Board of Film 
Censors. The Tribunal did Newstrack no 
favour as some “informed sources” seem¬ 
ed to imply to The Times of India's cor¬ 
respondent Pnkash Joshi (December 23). 
The disgruntled ones who are the “film 
industry sources” should make common 
cause with the producer, Madhu Trehan, 
rather than stoop to nit-picking about the 
despatch with which the Tribunal gave its 
decision on a Sunday and Trehan’s alleged 
failure to follow “the rules and regula¬ 
tions” for filing appeals. 

The people have a right to know the 
reasons for the Tribunal’s decision to im¬ 
pose cuts by way of deletion of “references 
to Pakistan and Bangladesh in the 
3B-minute footage consisting of the in¬ 
cidents leading to the December 6 demoli¬ 
tion and subsequent communal frenzy 
which hit the nation”. It is alarming to 
know that only one of the five members 
of the examining committee dissented 
from its decision to refuse certification 
completely and all the eight members of 
the revising committee concurred in this 
illiberal decision. 

it is time the entire experiment ot film 
censorship through a hierarchy of these 
bodies conducted in the last decade is 
reviewed. Tbievision had not acquired the 
prominence it now does among the media 
when the Cinematograph Act, I9S2 was 
amended in 1981 to set up this hierarchy 
of bodies. Video magazines simply did 
nm exist. They need uigent attention, not 
leisurely hearings by people with anti¬ 
quated notions. This is not the first time 
that a video magazine has been treated 
thus, ^witness, HTV’s production 
received shabby treatment exactly a year 
aga HTV’s producer Karan Thapar had 


in the November 1991 issue of the 
magazine cornered the atrocities in 
Kashmir. That episode as well as the law 
relating to film censorship, including that 
of videos for public exhibition was 
discus.sed by the writer in this magazine 
(‘Press Fre^om and Tribunals’, EPW, 
December 29, 1991). 

The Supreme Court had emphasised 
the need for a Tribunal for Film censor¬ 
ship as far back as 1970 in Kwaja Ahmed 
Abbas’ case. It wisely did not strike down 
the act because of the absence of a 
Tribunal. Had it done so we would have 
got one soon enough. The government of 
India look its own time. When one was 
about to be set up^ came the emergency 
and with it a notification rescinding the 
one to bring the amendment into force. 
Not till 1981 was the act amended. The 
Tribunal and the two committees were 
born later. We are no longer in the realm 
of feature films alone. We have vi^ 
magazines which report on matters of 
public interest. They are as entitled to 
exercise the fundamental right to freedom 
of expression as is the print media. In the 
instant case the news-stands are stacked 
with periodicals containing colour photos 
of the demolition of the Babri Masjid and 
the communal frenzy that followed there¬ 
after. Galbraith once commented on the 
awe and dread of books in those in 
authority who do not and perhaps can¬ 
not read. A similar illiteracy is responsi¬ 
ble for the kind of film censorship which 
we have known in recent years.. 

The TNegraph of December 19 reported 
that the thrust of Newsirack’s story was 
that the demolition was pre-planned. A 
‘sadhu’ was shown uttering this intention 
flamboyantly two days before the sordid 
deed was perpetrated. A man comes along 
and, covering the sadhu’s mouth* pushes 
him away. A rehearsal is also ^own. 
Newsirack's team and its anchorman 
Manoj Raghuvanshi were in Ayodhya 
from December 4. The sadhus spouting 
venom against Muslims—“your the 


CIVIL LIBERTIES 


minority community”, with the Sikhs 
graduating as "a minority community’— 
are also shown. These are not men of 
teligion. They, like their masters in the 
RSS, BJP and VHP are purveyors of hate 
Advani himself is no exception. 

The t ensors’ Board rejected the entire 
Newstrack citing two grounds covered by 
the guidelines made under SSB(s) of the 
Cinematograph Act. One under para 
2(xiii) directs that “visuals or words con¬ 
temptuous of racial, religious or other 
groups are not presented”. Newsirack's 
story does arouse contempt for those who 
planned and perpetrated the sordid crime 
on December 6. Only the perverse will im¬ 
agine that it arouses contempt for a 
religious group as the guidelines con¬ 
template. it certainly does not arouse 
hostility towards the Hindus or the 
Muslims as a religious group. The other 
provision is noted in para 2(xvii) “public 
order is not endangered”. It is absurd to 
think that the story would trigger riots. 

Yet two committees took such an ab¬ 
surd decision. The Tribunal’s decision to 
order deletion of references to Pakistan 
and Bangladesh is also absurd and ar¬ 
bitrary. The guidelines also enjoin censors 
to ensure that “friendly relations with 
foreign states are not strained”. This clause 
is intended to prevent liirnpoouing of 
heads of state or government not to pre¬ 
vent criticism of foreign countries. 

If a book is banned, section 96 of the 
Criminal Procedure Code permits “any 
person having any interest” in it to apply 
to the high court for setting aside the biui. 
Sub-section (2) requires that the applica¬ 
tion must be headed by a special tench 
of at least three judges. Why should a film 
enjoy less protection? The last course is 
to abolish all the three bodies, the two 
committees and the Tribunal and have just 
one quasi-judicial body as Board of Film 
Censors headed by a former high court 
judge and a right of appeal to the court 
itself; the appeal to be heard speedily. 
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H K Paranjape: In Remembrance 

AM 


HARIBHAU PARANJAPE had been ail- 
ing for aome time In a letter he wrote on 
September 29 last he had dwelt, matter* 
of-factiy. on the possibility of his surcease 
in the course of the following few months 
or following few weeks: **I now realise that 
there is no real remedy to my disease. All 
that the doctors have been trying to do is 
to prolong my life as much as they can. 
But, after all, their knowledge is also real- 
ly limited and they cannot do much... 
I have always wished that I should not die 
suddenly but have a few months to wind 
up my routine affairs. I have got nine 
months of this from January to now and 
I have dotK aU the personally imporiant 
things that I wanted to da But now this 
lingering illness has betome diffica'i to 
bear,^ not only for me, but mn more fbr 
Manak. The childten try to help; but after 
all they have their own lives and can do 
only a little. 1 have now come to a stage 
whm 1 think that the earlier my end 
comes the bettetT 

Haribhau was not kept waiting beyond 
a little more than three months from the 
date he wrote the letter. The passing of a 
dear friend, who belong to the same 
age-group and with whom there was a cer¬ 
tain sharing of values and attitude to life 
and living, isa bit of death for oneself toa 
In this particular phase of life, the disap¬ 
pearance of old friends cannot be com¬ 
pensated by the acquisition of new friend¬ 
ships; one is therefore pushed, inevitably, 
deeper in the well of loneliness. 

Haribhau was not, in his punuit of 
economics, much enamoured of the role 
of a technician, but he made up for that 
by his reverential,, almost religious, ap¬ 
proach to the use of the craft: this branch 
of knowledge; he had little doubt in his 
mind, was integrally related to the ad¬ 
vancement of human welfare and the crea¬ 
tion of a mote just society. He; and others 
like him who were in their early or mid- 
twenties when independence arrived, had 
exciting memories of the freedom strug¬ 
gle. Quite a nupiber from amongst them 
were active combatants in the 1942 move¬ 
ment or had contributed to the events 
which convulsed the country at around 
the time of the RIN uprising. The libera¬ 
tion of the nation had a specific signi¬ 
ficance for thi.s generation of young peo¬ 
ple: the departure of imperialist rulers was 
only the close of a chapter, it needed to 
be followed an intense process of social 
and economic development. There must 
be, henceforth, a co-ordinated use of the 
nation’s limited resuu^es, but this use 
would be addressed not just toward maxi¬ 
mising growth but also toward the diffu¬ 


sion of the fruits of growth amongst all 
sections and social strata. Economics 
should be an instrumentality of this con¬ 
crete nation-building exercise Some of 
these yC'Ung people were inspired by the 
example of the Servants of India Sodety, 
some wr.e .steeped in the ideology of 
Maixisrt-., some were rtm-of-the-mill Fabian 
soc.iaHstr.. some others took seriously the 
i >7.f Gandhian economics distilled 

-!i>’ writings of J C Kumarappa. 
Notw'i;’ -'.AFjding their disparate approa¬ 
ches; n.iv were agreed on what was to 
them V-.-s iriosi important of issues: India 
irnuf^t to the world a model of a 

jociai ortler where exploitation of ail 
descoptions would be weeded out and in- 
erjirslitics of incomes, assets and oppor- 
vunitier- vottld be things of the past. 

Fmcoom came accompanied by the 
paitliioning of the country, which was a 
wrench. Still, for these still jmung people, 
the fifties and the early sixties constituted 
the epoch of active dgy-dteaming. They 
walk<^ vntli their heads held lugh, for they 
genuinely believed that impulses were at 
work which wqlikf herald the arrival, soon 
enough, of ^ sodaliM India. Haribhau 
f^ranjape was absorbed in the Bombay, 
later Ntah^-ashtra, Educational Service, 
but he combined teaching with activism, 
and wrote prolifically on the problems of 
economic planning and on how the regu¬ 
latory instruments could give meaning to 
the empirical correlates of a socialist 
Older, h. the sixties, he was induced to join 
the Subiina! Dutt cmnmittec on industrial 
licensinji; and controls; the ideas stemm¬ 
ing from his intellect constituted the staple 
of the committee's recommendations, 
leading to the legislation of the Mono¬ 
polies and Restrtetive Ihule Practices Act, 
and the esublishment of the MRTP Com¬ 
mission. He was one of the original 
members of tlfe commission and was the 
guiding spirit behind several major moves 
initiated cn its behalf. But those heady 
days were soon over. Planning became 
ar athema to the ruling politicians in the 
decades that followed, and a regulatory 
economic set-up was dubbed as reac¬ 
tionary and anti-growth. Coddling the 
poor was also duly reckoned as the 
deadliest of cardinal sins. 

In the more recent years, as the caco¬ 
phony of liberalisation rose to a crescen¬ 
do, academic practitioners and social ac¬ 
tivists of the ilk of Haribhau Paranjape 
found themselves increasingly ostracised. 
But Haribhau did not give up. He con¬ 
tinued to write, through whatever channels 
were available to him, including this jour¬ 
nal, on the empty boxes of liberalisation. 


on the social costs of the wholesale 
disnMUitling of a regulatory framework, 
on the basics of economic sdf-reluuio^ on 
the folly of abandoning national plan¬ 
ning. Expressions of anguish of this gmte 
were, for the present, he knew, little bet¬ 
ter than cries in the wilderness, he was at 
the same time unshaken in his belief that 
ideas really worthwhile would sooner or 
later again come to their relevance and 
that a nation saiu ideology might as well 
be dead. Buoyed up by this faith. 
Haribhau had been editing, f<^ the past 
few years, week after persevering week, the 
socialist journal, Janaur. it was modest 
fate, but served with utmost sincerity and 
zeal. 

He however nurtured no illusions. In 
this last letter from him mentioned above, 
he commented at some length on the 
predicaments facing the nation: *T think 
we are now at the stage where over a hun¬ 
dred years ago persons like Ranade and 
Tilak, Dadabhai and Gokhale, Bipin- 
chandra ftd and Lalaji werk. They at least 
knew that the work th^ have started will 
not come to fruition within their life tinw. 
But they considered it their duty to do the 
work in the hope of the regeneration of 
this country in the future. Somehow we 
have lost the type of feeling that the young 
people at least in small numbers had at 
that timt^’ And further: “The educated 
and the so-called leaders of this ttantry 
have brought us to a pass where one feels 
certainly depressed and disappointed. One 
realises that an individual’s contribution 
to any country’s history is bound to be 
very minor and unimportant. But one 
cannot still avoid feeling that all the work 
that I did has been almost useless except 
that it has given me personal satisfaction. 
I started my career exactly in 1947 and 
have practically finished it by now. And 
what a contrast we see! And that is the 
achievement of our generation. No 
wonder history is not going to forgive this 
generation” Later in the letter, there is 
nonetheless a lingering flicker of hope: 
“Our generation’s time has come to an 
end and we can just keep up the hope that 
what we did, whatever little and however 
unimportant it was. will find some little 
use at some stage.” 

Haribhau ends his letter thus: “For all 
I know, my friend, this may be my last let¬ 
ter to you. have been good friends and 
our thinking has much in common in spite 
of our different political ideologies. I have 
enjoyed this friendship apd I hope you 
also feel likewise. Sa perhaps, goodbye, 
my friend!’ 

Well, adieu, Haribhau; it was vrorth 
knowing you and sharing with you our 
hopes and frustrations. And please 
disabuse yourself of any apprehensions, 
your living was replete with social content; 
it enriched the milieu. 
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SURAT RIOTS-I 

Degeneration of a City 

Pravin Sheth 


While the immediate provocation was, of course the Ayodhya 
developments, it is in the city's mpidly changing socio-economic 
environment that one must seek the explanation for December’s 
unprecedented communal carnage in Surat. 


SURAT was conskleied to be a pace-setter 
in the industrialisation of Gujarat state 
and the nerve-centre of south Gujarat, 
one of the fastest growing regions in the 
country.' However, the riots of the se¬ 
cond week of December 1992 have expos¬ 
ed how vulnerable this growth model is. 

The death ngure of 190 for Sural was 
the second highest for any city in India. 
Surat accounted for more than half of the 
total deaths in the December riots in 
Gujarat. Some of the most gruesome in¬ 
cidents, like a whole group of people 
being burnt to death or entire slums being 
razed to the ground, were witnessed in 
Sural. A large number of deaths were 
caused by police Tiring in which the 
minority community viras the major vic¬ 
tim. Marginal groups like the Oriya, 
Telugu and Hindi speaking labour living 
in slum areas on the outskirts of the 
city—the newly-developed industrial 
suburbs like Udhna, Dindoli, Rtndesara, 
Mithi Khadi, Limbayat and Kataigam— 
were rendered homeless. Muslim workers 
got terrorised as never before Almost all 
parts of the city—the posh suburbs as well 
as the ghettoes, the new luxurious com¬ 
mercial areas as much as the industrial 
labour settlements—were engulfed in the 
riots. The long spell of caste and com¬ 
munal peace since 1948 in a city which 
had remained insulated from the violent 
incidents and movements of 1956, 1969, 
1974, 1981 and 1985-86 in the state was 
broken. While the immediate reason was 
the post-Ayodhya over-reaction by 
religious- zealots, it is in the socio¬ 
economic environment that one must seek 
the explanation of the unprecedented 
com'munal carnage. 

Surat has witnessed the fastest pace of 
urbanisation in India during the last three 
decades. The city’s population growth vras 
%.63 per cent during 1961-71, the highest 
in the country. During 1981-91 it was 
62.80 per cent, next only to Bangalore 
Ahmedabad by contrast had registered a 
growth rate of only 23.31 per cenu 
However, Surat’s main worker population 


which was 39.66 per cent of the total 
population in 1981 was reduced to 38.70 
per cent in 1991 and workers in marginal 
industries increased from 2.89 per cent in 
1981 to 4.01 per cent in 1991. The diamond 
business has seen a continuous slump in 
the last three years. Again, as against the 
all-India men-women ratio of 1000:930 
and the ratio of 1000:892 for Ahmedabad, 
the number of females per 1000 males in 
Surat is only 839. This brings out the 
scope for the rise of lumpen elements and 
the availability of a large number of men 
without family encumbrances to get 
involved in urban conflicts. The male- 
female ratio in such areas of Surat as 
Nana Varachha (with a very'high concen¬ 
tration of Kanbi Patels from Saurashtra) 
suggests very small numbers oi family 
households. Other peripheral areas like 
Pandesara and Limbayat also have very 
low female ratios. Indicating the ready 
availability of masses for communal 
mobilisation. 

The original city of the ’Surtilala’ (stan¬ 
ding for a carefree, peace-loving, easy¬ 
going commercial culture) was inhabited 
by the educated, urban forward castes, 
followed by the industrious busines.s castes 
of Kanbis, Khatris, Goias (Kanas) and 
Ghanchis, denoting the first four syllables 
(*ka, ‘kha’, ‘ga’, ‘gha’) of the Gujarati 
alphabet, lb this was added in the 1960s 
the last syllable ’ha’ for the Hiraghasus 
(or diamond cutters), mainly illiterate 
Kanbis from rural Saurashtra. They were 
the first major wave of migranu into Surat 
in the 1960s. Later the city’s speedy 
industrial .growth attracted waves of 
labour immigration from the backward 
areas of Khandesh,., Bihar, Andhra 
Pradesh and Orissa. There came als<' en¬ 
trepreneurs from the Hindi-speakina 
states, including Marwaris ana some 
Muslims in the textile and processing in¬ 
dustries. Mwut 2 lakh Oriya an.d 1.7 lakh 
Iblugu labour settled in industrial areas 
like Pandesara and Udhna on the pen- 
meters of the diy. 

There ensued an easy flow of illegal 


earnings from smuggling and bootlegging 
activities and of black money generated 
by the thriving textile and processing 
industries, the diamond business, the 
underhand deals in licences for art-silk 
yarn and the jari-copper units.^ The 
power fill urban pull of Surat soon resulted 
in the mushrooming of slums and 
thousands of ’jhoopadpattis’, in rampant 
land-grabbing and skyrocketing prices of 
land and in illegal construction by 
builders some of whom went from rags 
to riches within a short period of a decade 
to become the city’s nouveau rtcMe and 
upstart elite.’ The city’s unprecedented 
bMm for some three decades also saw the 
networking of local dons and slum-lords 
with known bootleggers from outside whrx 
Finding themselves hotly pursued Iqr tlw 
administration elsewhere, sou^t refuge in 
Surat. The induction of mafias, the flow 
of arms and the unstable nature of 
businesses such as diamond-cutting and 
jari—all this yielded a rich crop of lumpen 
elements and a culture of social anomie 
and normlessness. Signs of the transfor¬ 
mation of Surat were available in the 
killing.s and arrests in the city of well 
known^ mafia dons of Ahmedabad. 

The new elites replaced the tradi¬ 
tional ones represented by Champaklaj 
Ghia, Hitendra Desai and Gordhandas 
Chokhawala in the city’s political power 
structures, such as the municipal corpora¬ 
tion, and party organisations and by 
Kanchhoddas Popawala among the 
economic interest groups. The power and 
patronage structures and the economic in¬ 
terest groups were taken over by the new 
class of entrepreneurs, the nouveau riche 
and the mafias. They and the dc-classed 
lumpen elements and the underclass of 
migrant labour brought with them their 
own political sub-culture. They hardly had 
any stake in the system and no interest in 
the city's traditional liberal, peace-loving 
and easy-going patterns of life. 

The new power elite had hardly any im¬ 
agination or capacity to comprehemfthe 
municipal and planning implications of 
urbanisation and development at such a 
fast pace. Political conaderations of 
winning over voter-groups also made them 
lose their will to enforce whatever urban 
development policies were formulated 
regarding widening of roads, construction 
of buildings or land-use patterns. Even the 
niinmiuin need of augmenting and orien¬ 
ting the city’s coercive forces like the 
police was not paid heed ta While Surat 
expanded to more than l.S times Baroda’s 
size, its police force remained smaller than 
that of Baroda In contrast to Ahmedabad 
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'an'tr-si^i than the ooipmunal input. 
RMher, one might say that the mafia- 
buildere combine succeed in giving the 
violence a communal colour. The builders 
angling for vacant land used the anti¬ 
social efements for razing slums and strik¬ 
ing tenor among the immigrants, in¬ 
cluding Muslims, so that they would not 
venture to relocate themselves on the 
original land. They had the ready support 
of the police and the local politicians. 
Policemen of the rank of sub-inspectors, 
who generally try to get a transfer to 
Udhna and Sachin in the city by paying 
Rs 3 to 3 lakh, were happy. P K Datta had 
sought to weaken the link between the 
police, the builders and the politicians. 
However, after a week of the violence 
home minister C D Patel, who had got 
Datu as his strong man to control the 
maria-lumpcn-police network, buckled 
under pressure. Though 1,373 persons 
have bem arrested and criminal cases fited 
against 400 persons,*** that was literally 
like bolting the stable doors after the horse 
had fled. 

The violence in &irat with its distorted 
demographic structure; faced, with a long¬ 
term recession in the diamond industry, 
experiencing a degoieration of political 
culture at both the elite and mass levels 
and saddled with a wrong growth model 
has exposed many sharp contradictions. 

SURAT RIOTS—II 


If is agahisi ibis backgiound that long¬ 
term measures have to be devised to nuiae 
tlic city back to health. 

Notes 

1 The first Indian diy to get exposeil to ftitish 
trade and civilisation, Surat had emerged 
as the country’s second renaissance dry in 
the I9ih century, after Calcutta. Even 
Tolstcnr refers to the coffee houses of Surat 
in one of his shon stories. Rir details about 
various types of locales of Surat, see 
Biswaroop Das, ‘Public Utilities in an 
Urban Area—The Case of Sumi City’ 
(mimeoli^entre for Social Studies, Surat, 
1987. 

2 Uk with Sunil BhukanwalUi a political ac¬ 
tivist and legal consultant for land develop¬ 
ment and construction in Surat. 

3 Ihlk with Jagadish Ifekrawala, a big builder 
in Surat. 

4 Discussion with' an inteligence officer, 
Ahmedabad. 

3 Darshan Desai and Bharat Oesai, /ndfan 
figwcsr, December 19,1992. Chuant MUm, 
December 19, 1992. 

6 Discussion with the above-mentioned 
inteiltgence officer; Ahmedabad. 

7 Gnjamt MUn, December 16, 17 and 18, 
1992. 

8 Civil Hospital sources, Surat. 

9 Preliminary analysis of the list of the 
arrested or those named ly victims of the 
riots in CnJarut Milra, December 18-19, 
1992. 

10 Sendtsh, December 20. 1992. 


Images of Violence 

Lamcy Lobo 
Paul D^uu 


Surat has no history of recurring riots. But in December after the 
demolition of the I^bri Masjid, the city witnased unprecedented 
brutality in the course of the riots. 


and Baroda. only a handful of anti-sodal 
elements were nabbed in Surat on 
December 6 under PASA and TAOA. 
Bootlegging and the spread of under¬ 
ground activities and the parallel economy 
had made the city a haven for the police. 
When P K Datta took over as Police Com¬ 
missioner in October 1992, he came down 
heavily on bootlegging and other illegal 
activities. ‘Hafta* dried up. The police 
force became sullen. Builders became 
unhappy with an administration trying to 
enforce rules and regulations. The stage 
was set for Daita’s transfer from Surat.* 

The December 6 developments in 
Ayodhya came in handy for the vested 
interests to try to break this inconvenient 
impasse. When the minority over-reacted 
on the night of the 6th, the majority 
backlash was predictable as almost a 
reflex action. In 1991 tempers had run 
high when the Khetrapal temple had been 
tampered with by some Muslim hot¬ 
heads. Thereafter the vituperative 
speeches of top BJP and VHP leaders in 
the city had rendered the atmosphere 
communally surcharged. The OBCs and 
the Kanbis, who constitute the main¬ 
stream of the lumpens in Udhna, 
Wuachha Road and Ved Road, sprang into 
action, attacking the minority community. 
Families were burnt alive and women were 
raped or made to strip with video camera.s 
covering the dastardly acts.’ 

Surat lost about Rs 300 crore; Its 
2,30,000 powerlooms, producing goods 
worth Rs 23 crore per day, remained clos¬ 
ed during the period of curfew. The 4 lakh 
workers in the powerloom factories lost 
Rs 2 crore a day in wages. The dyeing 
houses, the processing units dealing with 
dyeing, warping and texturising and the 
textile mills too remained dosed. Inquiries 
revealed that about 1,73,000 tickets had 
been sold at the Surat sution and ST bus 
stand up to December I7.‘ Others leaving 
the city by other routes or for not-too- 
distant centres on foot were estimated to 
be about 30,000. This suggests an exodus 
of about 2 lakh migrant labour—a sort 
of reverse migration. Some 17,000 took 
refuge in the city’s relief camps, most of 
them Muslims. Most of the complaints 
about looting of property and butgjary of 
shops and houses recoitM with the police 
were from Muslims.* The majority of 
those killed were also Muslims. In the of- 
fleiai records many of those killed 
remained ’unidentiried’ for days; mostly 
they were Muslims.' Most of those in¬ 
dulging in arson and looting named by 
Muslim refugee are OBCs and Marathi- 
speaking people.'* 

The killings in Sural have revived 
memories of (tie partition holocaust. 
Most of the violer.ee was from goons in 
or out of unifo< n. There was more of the 


SURAT, located on the banks of Ihpi in 
Ciujarat. has seen since the 1970s an 
unprecedented growth of traditional in¬ 
dustries such as art silk, embroidery and 
mrxlern industries such as diamond 
polishing, powerlooms, textiles, plastics, 
chemicals, cement and engineering. Surat 
has a population of 18 lakhs of whom 
nearly 84 per cent is Hindu, with large 
numtet:. hailing from UP, Orissa and 
Maharashira and southern slates. The 
migrants are largely industrial workers liv¬ 
ing in 300 slum pockets. A small part of 
the textile industry is in the hands of 
Punjabis I'hus the non-Gujarati Hindu 
component is high. Muslims are largely 
concentrated in Rander area, i c. west of 
Tapi. Immigrant Muslims live largely in 
slums scattered on the periphery of Sural 


and industrial pockets. The khojas and 
bohras (traders) arc sizeable and form the 
middle class. 

Sural has no history of recurring riots. 
The last riot was in 1927 with skirmishes 
in 1990. But the riots after the demolition 
of Babri Masjid have been characterised 
by a brutality even cities with chronic 
history of riots such as Ahmedabad and 
Baroda have not seen. The recent riots 
have left about 183 dead officially, 
thousands injured, hundreds of houses 
looted and burnt, females raped and 
scenes of burning people alive arid raping 
have been video-filmed by the rioters. The 
following flrst person accounts by victims 
of riots admitted to civil hospital narrate 
the depth of decadence and dehumanisa¬ 
tion and level of communalisalion that the 
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-dty bas a^BOwd. Newly tiiro liUtbi of- 
lfflniigruils»workers—have fled the city 
in the wake of rims. Lower and middle 
strata of both the communities have suf¬ 
fered but the minority community has 
suffered more. In the following account 
the euct places and names have been 
withheld to safeguard the identity of vic¬ 
tims. Though we have intervievied many 
victims, only a few cases are presented 
below. 

Aishabi 

Aithabi aged above SO and her daughter 
25 with her young child of nine days are 
admitted in civil hospital, both with ban¬ 
dages on their heads, hands and legs. 
Aishabi was crying and her daughter was 
howling with pain because of breast in¬ 
juries. Aishabi said, “we had come from 
Kathiawad to Surat eight years ago in 
search of bread and butter since we were 
caught in a famine. My husband had a 
camel^cart and he was transporting loads 
on it. We were staying at Varachha and I 
was working for a cowherd's family. Ours 
vras the only Muslim house in the lane. 
There were some Muslim houses in 
aiKMher lane: I have two sons; one is men¬ 
tally retarded and another works in a dia¬ 
mond polishing workshop. Our daughter 
(who is also a victim) married last year 
had come home for ^livery". 

Aishabi reported the events as follows: 
“On Monday. D ecember 7 at around 2 am 
our house was attacked. Wc were ail sleep¬ 
ing when a group of men (SO-60) began 
breaking down our door. We knew that 
they were coming to attack our house but 
never thought that they would do the 
things they did. As soon as my husband 
went out they beat him with iron rods and 
sticks. I came out and pleaded, ‘Why are 
you beating us? What have we done? 
Please kill me but leave him alone. We 
have suyed here for many years but have 
done no wrong’. But they did not listen. 
They said, “\bu are Musaittum and we are 
going to finish ail of you", and finaUy they 
subbed him to death. They hit me with 
sticks on my back, my head, my hand and 
legs. My daughter who had come for 
delivery vras with her six-day old child. 
They attacked her, hit her on the head, 
legs and chest; luckily the child escaped. 
My ekter son-who was inside the house 
hid himself and the menully retarded son 
was not in. Attackers went away leaving 
the body of my husband on the road. 
When all this was happening no one from 
our lane came out. Nobody said anything. 
As they went avray, I calM some of our 
neighbours and our employer to carry the 
body to the house But they did not come 
I pl^ed with them to call the police or 
to take us to.ho$pfUl byt some of them 
said, Vverything is closed, no vehicle 


is moving about, n&» you oinnbt go 
ariywhere’. 

“Suddenly the crowd came back. They 
hit me twice with sticks and were about 
to kill me Falling at their feet I said, ‘why 
do you hit me what have I done’? One 
among them said. ‘i>cave the old lady’. 
They dragged the body of my husband 
into our house and said. “See that you 
don’t get out. If you do we will kill you!’ 

Till Thursday (December lOth) my 
daughter and I remained in our house 
with the dead body. Our wounds were 
bleeding, the whole body was paining and 
swollen. My daughter could not hold the 
child and neither was I able to take the 
child. The child was crying with hunger. 
The foul smell from the decomposing 
body of my husband was unbearable. We 
cried and cried. 

On Thursday evening when it was dark, 
around 7.30, I told my daughter, ‘If wc 
stay here we will die, let us go to 
somebody. If we find police they may take 
us to a hospital! We covered our injured 
head and hands, took some clothes and 
came out leaving my husband’s body in 
the house. In the darkness we walked tilt 
the cross roads where some policemen 
were standing. We told them everything 
and asked for some help. My husband’s 
body had to be buried, ^t the police said 
‘we have no vehicle, maybe in the morning 
we shall see’. Both of us sat down there 
vraiting for the morning. We were brought 
to the civil hospital on Friday afternoon 
by the police. Our wounds vvere attended 
to but the doctors would not admit us. I 
fell at the doctor’s feet and said, ‘If 1 die 
or have nothing to eat, it is Hne but please 
admit my daughter, she is dying. Then the 
doctor relented and admitted us. But we 
do not know what has happened to my 
husband’s body. I do not know where my 
sons are! 

“Sunday (December 6) vras quiet. On 
Monday we heard that there were some 
problems in the city. We thought nothing 
would happen to us. In the afternoon one 
of our relatives from Kamrej village called 
us to come to his place but my husband 
refused. He said, ‘we have bm staying 
here for years and in the past nothing has 
happened. Nobody would come here We 
are well protected! And with that con¬ 
fidence we ranained theitf* 

Janak and Deefak 

Janak (23) was sitting next to his 
brothel Deepak (19) in a ward at the Civil 
Hospital. Both were hurt in the uiiack in 
their house in Parvat Ratia. Janak had 
minor injuries. Deepak vras still in a 
serious condition. 

Janak said that they had come from 
Bihar, 17 months ago in search of work. 
Deepak is a loom-operator in one of the 
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tmtile miHs hear Wreli village and Janak 
is a ‘master’ in another mill. In Parvat 
Patia they are staying in a tenement col¬ 
ony with immigrants from UP, Orissa and 
Bihar. They also had some Muslim 
families there but they had shifted 
elsewhere as the riots began. What exactly 
happened is narrated bv Janak as follows: 

“Deepak was ill with fever since a few 
days. Vito had taken him to a doctor, but 
he was not getting better. There were three 
of us in the house including our cousin. 
On December 9, Wednesday at noon we 
heard some people were coming to attack. 
Ours is the first house in the lane. W: were 
having our lunch. They weiein a very big 
group. 12 to 15 people attacked our house 
and the rest of them went to other 
houses. They had swords and other sharp 
weapons and sticks. 1 dodged the first hit 
with my slick which broke into two and 
my head sustained a little injury. Then 
they attacked my brother and hurt his 
hands, inflicting two big cuts on his 
abdomen and his right hip. 

The attackers ran away after a while. 
My Brother was bleeding all over. I 
thought he was dead. My cousin and I 
carried him on our shoulders and began 
walking towards Aspas villas one and a 
half km towards the railway line. We were 
tired and"! was about to faint. My body 
was covered with blood as were my 
clothes. On the way a police jeep passed 
by but it did not stop. ^ towered Deepak 
to the ground. 

When we vrere waiting there wc heard 
a big group of people shouting, ‘Jai Shri 
Ram, Jai Shri Ram’ (glory be to Ram)— 
we called them to help us. At first they did 
not believe that we were Hindus. They 
asked for our sacred thread but we did not 
wear it. So they asked us to strip to con¬ 
firm that we were not Muslims. Some of 
them carried my brother towards Udhna 
side. They were almost a hundred people 
following us. On the vray we got an 
autorickshaw and some of us came to 
Udhna police chowki where one of the 
policemen cairx with us to Civil Hospital.' 
We were admitted in the hospital around 
S o’clock in the evening. I recovered fast 
because I had minor injuries but Deepak 
will take time. His two injuries are deep, 
one has 12 and another 13 stitches!’ 

When asked about his house and locali¬ 
ty he said, “I really do not know what has 
happened, there. That day i did not see 
anything. But when we h^ gone towards 
railwayline 1 could see that a few houses 
in our area were ablaze. Tomorrow I am 
thinking of going to my room to see the 
condition. If it is burnt then 1 have to find 
out some other place to take my brother. 
When I left my house I did not even lock 
it. It was all left like that!’ 
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Aminabi 

Aminabi (45), Rander road, Surat said 
her family is residing on Rander road 
owning a private bungalow, recently built 
at a cost of lakhs of rupees. Muslims 
occupied some 10-12 bungdows surtound- 
ed by Hindu societies. 

Aminabi narrated her story. **On the 
morning of December 7 rumours were 
already spreading about Hindu-Muslim 
hots, tender area was under tension. We 
knew that people were being attacked. 
With this fear nobody had gone out of the 
house. We had lockid it and were hiding 
insideL Around 3 p m a big crowd came 
to our society. MW could not run any¬ 
where; they threw stones at our windows, 
broke down the door and came in. My 
husband went to the door to plead with 
them not to destroy our house; it was just 
newiy buih, but he did not know that they 
had come not only to destroy our house 
but also our family. They just beat him 
up with iron pipes, rods and sticks killing 
him in front of us. The whole crowd got 
into our house, destroyed our furniture, 
smashed the TV, VCR, radio, and set fire 
to them. They looted our safe and killed 
our male servant. They brutally hit my 
eldest son on his head with iron rods and 
lore at him with a sword. He fell down. 
They hit me with pipes and injured my 
hands and broke my leg and then went 
away. My two younger sons escaped as 
one was hiding in the bathroom and 
another in the big drawer of our cot. 

The crowd destroyed neighbouring 
Muslim houses toa Th^ killed and burnt 
a lawyer and his son from next dooi and 
brutally injured a doctor throwing him 
into a fire. 

“When all this was happening police 
did not intervene although police van 
passed by. For the police must have been 
wanting the crowd to finish us off. Many 
of our men were badly injured and they 
had to be taken to hospital. Women went 
to the main road and stopped a police jeep 
and took many of the injured to Civil 
Hospital. 

“My two sons who were not injured got 
hold of a rickshaw in the area as all our 
vehicles—cars, tempos and scooters—were 
burnt and took me and my son to a 
private hospital. My eldest son was very 
serious. But they did not admit us there. 
They said, we do not have blood here, 
your son needs blood. They gave us a note 
and told us to take him to the Civil 
Hospital. But they knew my son would 
not survive. He died on the way in the 
rickshaw. 

Referring to Babri Masjid-Tempic, 
Aminabi said, “Who is going to worship 
in that temple and who is going to worship 
in that mosque? Why have they killed so 
many people fur thi.s mosque and man- 
dir? They killed only Muslims by singling 
them out. What have we done to them? 

I know all those who came to our hou.se 
to attack. .N*y .son and I have seen them, 

I know them all. They are all from neigh¬ 
bouring housing socieiies." 

134 


Train to Bhusaval 

On December 10, Thursday, sewn 
Muslim females were brought by the 
police to the Surat Civil Hospital in a 
badly injured slate. They were victims of 
communal attack on the passenger train 
from Surat to Bhusaval. Many Muslim 
men attacked in the same incident were 
admitted to the Civil Hospital and more 
than a dozen dead bodies lay mangled in 
the post-mortem section of the same 
hospital. 

When three top police officers visited 
the female ward the riot victims hysterical¬ 
ly complained, “Saheb, when the train 
stopped only Muslims were ideniificd and 
were beaten like animals. The attackers 
made no distinction between male and 
female, aged and chiUren. Our daughters 
were rap^, men were beaten with rods 
and pipes and thrown alive in the fire. 
don’t know who the killers are! What have 
we done to them? We had come to Surat 
for a wedding and were on our way back. 
We want to go back to our village. Please 
take us to our village” One of them said, 
“Saheb, other times when we travelled by 
this train many policeman used to come 
to check our tickets without any reason. 
Today not a single policeman came to 
protect us. Where are your police?" 

Rubina aged 2S was another victim of 
the train attack. She, her husband Ahmed 
Khan (30). in-laws, and four other 
brother-in-laws were staying in a house 
near Udhna railway yard. In the vicinity 
there were a few Muslims. She said, “On 
December 6 four Muslim families were at¬ 
tacked by Hindus and their houses set on 
fire: We felt it was unsafe to live in a 
Hindu locality and my father-in-law asked 
us to go to Dhule to our grandmother’s 
house. Asif, my eight-month old son. my 
husband, and his younger sister Ayesha 
(IS) set off to go by train on the 9th but 
on the way to the station we were told that 
there was a disturbance and roads were 
closed. So we spent the night at our aun¬ 
tie’s place close-by. On the lOth we board¬ 
ed the Bhusaval Passenger. 

“After a few minutes the train stopped, 
we heard shouts, “baharutm, baharutro, 
maro, maro" and we were frightened. 
Muslims were thrown out and were attack¬ 
ed with knives, sticks, pipes and rods. My 
husband told us to hide in the train under 
the lowest berth and he went to the top 
berth with Asif. But they came and caught 
him, pulled him down, pushed him out, 
beat him up with iron rods. The child was 
with nim and he was protecting him. They 
cut my husband up with a sword and 
pushed him into the fire. Ayesha was 
caught by four men. 1 tried to run but they 
caught me and pulled my dres.s. hit me on 
my head and back and I began to bleed 
all over. Somehow I snatched my child 
from my husband and from the fire and 
ran. When the police came the attackers 
ran away!’ 

Ayesha narrated her situation, “When 
they pulled me out of the train I saw bhai 
(her brother Ahmcd)i being hit by rods and 


sword. 1 dKMited and then I got a hit on 
my hea^ and felt giddy. Fbur men cau^t 
me, stripped me and taped me {balalkar 
k()w) one after another. Then they inserted 
rods in my vagina and anus {^hab ki 
jagya pe saliya dhala, peeche bhi dhah). 
Then they threw me into the fire; you see 
my back has got burnt. I got up with dif¬ 
ficulty and came out of the fire. I was 
thirsty, I shouted ptuti, pani (water, water) 
but no one gave me water. Later someone 
gave me a little water. Then 1 heard nv 
brother shouting for water. I saw his 
cIcMhes were on fire, his hair was burning, 
his ears were burning and he was howling 
and shouting for water. I dragged myself 
towards him but I was; kicked by those 
men. I pretended to be unconscious. They 
lifted me and threw me oh the railway 
tracks. I was lying on the track without 
a piece of clothing on my body. Then the 
police came and the men ran away. The 
police covered me with a cloth and 
brought me here!’ 

Ayesha narrated the identical story to 
her father when he came in search of them 
in the hospital. She had to have sutures 
and Rubina too, though Rubina did not 
say she was raped. The nurses confirmed 
that Rubina too had to have stitches. 

Abba had not yet found Ahmed and he 
enquired from Ayesha. “Beta, where is 
your bhai?” She reidied, “Bhai was 
brought by the police with us, he was fully 
burnt. When I was taken for X-ray he was 
on a stretcher and saw me and began to 
call my name. Now ( don’t know where 
he is.” Looking at the sisters Abba said, 
“I searched for him in the whole hospital 
and couldn’t find him, where could he 
be?” The nurses consoled him, “Chacha, 
he is in the hospital but you will not find 
him”. One of them volunteered to find 
him. But the nurses had known that 
Ahmed was dead. Then Abba said. 
“Sister, someone told me that some are 
taken to the old Civil Hospital, let me go 
there”. He requested a nurse to look after 
Ayesha. He went to old Civil Hospital and 
found the body of his son Ahmed but 
kept the news to himself. 

Abba was asked how he came to know 
that his son, daughter-in-law and daughter 
were in Civil Hospital? “After sending 
them to the station I took my wife and 
four other children to the mosque close 
by as there was a lot of tension in the area. 
All our houses were set on Tire and there 
was nothing left. The police did not come 
even though we were under attack for 
three days. A relative who came to the 
mosque informed me about Rubina. 
Ahmed and Ayesha. I tried to come out 
twice but was stopped by the police. I got 
two ‘dandas’ (beatings) by the police. But 
I could not stay inside any longer. I came 
walking by the roadsidcT When Abba said 
that the police beat him, Ayesha suddenly 
turned to him and said, "Abba a^^ko 
policene mam, kahan mam abto" (father, 
did the police hit you. where father?) 
Then she began to sob and he broke 
down too. 
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Foreign Banks in India 

The New ‘Drain' 

Charvaka 

The phenomenal profits of foreign banks operating in India have 
come not from genuine banking, but from treasury operations, 
from so-called portfolio management and from lending in the 
money market non-deposit resources garnered essentially from 
other banks, financial institutions and public sector undertakings. 


WHEN public policies themselves en¬ 
courage predatory activities by partici¬ 
pating entities, even if in a remote segment 
of the system, all hope of a healthy pat¬ 
tern of economic development may be dis¬ 
counted. The mind-boggling levels of in¬ 
come and profit allowed to be earned by 
branches of foreign banks in India— 
largely from non-operating sources and, 
in respect of a few, by dubious means- 
are a case in point. Foreign banks are 
branches of foreign companies and their 
profits are allowed to be repatriated en¬ 
tirely, after the necessary provisions are 
made and taxes paid. 

Before going into details, a small but 
significant point is required to be high¬ 
lighted. A few foreign and Indian banks 
have been involved in the recently detected 
securities fraud. Significantly, the Indian 
banks which have been directly involved 
have shown a very poor performance in 
terms of incomes earned and profitability 
achieved in 1991-92. In contrast, the con¬ 
cerned foreign banks have garnered 
copious income and profit, thus providing 
one more indication that they master¬ 
minded the series of frauds, for which the 
Indian banks have allowed themselves to 
be used and have had to suffer losses. 
Vijaya, Syndicate and UCO banks, which 
were deeply involved in the irregularities, 
showed the lowest net profit to working 
funds ratios of 0.06 per cent. 0.05 per cent 
and (- )O.I8per cent, respectively, in 
1991-92. Even the State Bank of India, 
which is the strongest of all Indian banks 
and which got embroiled in the Harshad 
Mehta affair, has shown a net profit to 
working funds ratio of O.IS per cent, com¬ 
pared to the average for the 20 nationalis¬ 
ed banks (after including the pt'oily per¬ 
forming ones) of 0.30 per cent, fhe corres¬ 
ponding profitability ratios for Citibank 
and ANZ Crindlays stood over 1.0 times 
higher at 2.07 per cent and 1.88 per cent, 
respectively. Even Standard Chartered 
Bank would have shown impressive pro¬ 
fitability ratio but for the special provi¬ 
sions the bank has had to make against 
its fraud-related liabilities to the National 
Housing Bank. As in the case of the other 
foreign banks, there occurred a quantum 
jump in Stanchartli income during 


1991-92—from Rs 177.31 crore in 1990-91 
to Rs 306.45 crore, or by 73 per cent. 

These bankwise data have been pre¬ 
sented in tsvo monographs 1^ the Indian 
Banks' Association on the performance 
highlights of public sector banks and 
foreign banks in India. Though these 
publications contain very little informa¬ 
tion on the differing accounting practices 
of different banks, or on the reasons for 
inter-bank variations in operating results, 
they are neverthele.ss useful for depicting 
the broad picture of the overall operations 
of individual banks based on the revised 


balance sheet and profit and loss account 
format prescribed by the Reserve Bank. 
One should not grudge it if the foreign 
banks earn higher profits from genuine 
banking operations because of their 
superior operational efficiency, in fact, 
the bulk of their earnings are from trea¬ 
sury operations, from so-called portfolio 
management and from lending in ihe 
money market non-deposit resources 
mobilised essentially from other banks, 
financial institutions and public sector 
undertakings. While portfolio manage¬ 
ment operations are an off-balance-sheet 
activity, the inter-bank borrowings of 
some of the foreign banks are dispropor¬ 
tionately high. At the end of March 1992. 
Citibank had inter-bank borrowings of 
Rs 964.08 crore for a deposit level of 
Rs 4,260.56 crore (or 22.6 per cent). In 
respect of all the 23 foreign banks the ratio 
was a little below 14 per cent. The foreign 
banks have also been allowed to use 
counterpart funds of foreign currency 
non-resident (FCNR) deposits and foreign 
currency (banks and others) deposits 
(FCBOD) with full exchange guarantee on 
both principal and interest borne by the 
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EXTRACTS FROM THE STATEMENT OF 
THE CHAIRMAN, SHRl S.S. MARATHE 
TO THE SHAREHOLDERS OF SICOM 
AT FHE 26TH ANNUAL GENERAL MEETING 
HHI .D IN BOMBAY ON 30TH DECEMBER, 1992. 



Iinpi'«>ved perfiirraance 

1 .'(III Iwippy lo report that in your ( orporation lias Jonr evrn lufltcr 

Ilian Iht' last yrar in all important aroas. 

TIk' amount saiK-lionrd during the yi-ar !i\ way of n-rm loans, dirt'Cl 
suhsi-riplioii. undorwriling and leasing assislaiue regisii red an increase of 
■12 per cent over the |iri'vious year and reai lu d an all lime high ol Ks. 121.62 
erores. Disliurseiiiml als(> rose by 17 per cent and reached a level ol Rs. 112 
crores. An even more encouragingaspeei ol SIC ()M's |ierlnrinancr is the 25 
percent increase in the recovery ol princip.il .iiul inieresi over the financial 
year. It is a tliallerof gieal-aitislactioii for iln l-lo.ird that in the l.isl four years 
the total recoveries— inieresi and priMcip.ii • haxesli.itplv inerea.sed from 
Rs. .17.47 crores in I'lS.S .S'MoKsX.t llicroivsin I >^01-o;. Por the first time 
yourf'orporation hasatiaineda Ic'dot 
reeovery of interest and princiii.«l\eliKh 
exceeds the amount ot disbursement 
during the year — a uiikiuc uisiinc tion 
in comparison with other Stale Indusii iai 
Development ('orpor.ilions. 

C'han|;e—Iht kty !•» pr«>)i;it.ss 

I'hccountry is poised to underl.ikc m.ijor 
structural retorm'. and lo move steadily 
towards a iiiarkel oriented open 
economy. In this kind ol new 
environment the role of the (ioverninenl 
and Governmenlal agencies will 
necessarily have to undergo a 
corresponding change. I'he Stale wili 
have Ki give much greater ai le ntioii bol h 
in terms ol its own resources a", well as 
hy organising resources from the private 
seetor, holh Ihdian and loreign. lo 
strengthen the es.sential inlr.islruclural 
ha’a’ 

Fiiliirt role ol'SK'O.M's hiisiness 

1 he major changes pro|vised in the tinancial seehir and a greater degree of 
market orientation is ,il'.o .i matter which will diieelly allccl SKt lM. (I is 
clear lhal in the emning years the role of coneessional finance by term 
lending m.stitulioiis will diminish. Hut eorrespondii.gly, there will have lo be 
gie.ilei emphasis on providing industry with a broader support system by 
way ol a whole range of ri'iaiicial and le< hnical services. 

Mrrcluint huiikinK iiitrcMiuccd 

in imlrr iotaable an ciitrepreneur lo meet his linancial reriuir'inenls. apart 
from iis ir.iditinnal lending activity. SICflM has now opened a separate 
Mcich.ir I itanking ' !i\isi'-n I his Division will he providing a whole lange 
of merci'i i i! bankinc. -.i iv ici • '.u li .is project appraisal, loan .'O.iidicalioii, 
underwri .a,, of shaic-. ano >h henluies pl.icemeni ol debt aiu! ei|uity with 
inslitulioa;,. r mergers aad a ipi .ilioiis SK 't IS also expei ling lo obtain 
soon, autboie ,!inin li.mi ''ecoriin.s and I xchange Board ol India (Shill) is 
a f 'alegorv I Men hani Iciokei w hicli 'will peimit us lo aet as Managers lo the 
ls.sue.s and also Ad- iso" ■ ihi .uei, SI( >M has already beeomea memliir 
of f)ver the < '.lunte'-1 s. h.tiigi .-1 India 0. i l f.’l l) which is ideally suited lor 
medium scale uniis .ei hcig to r.<i’>e re-..>urces Irom the public bul W'lio are 


not eligible lo do so through the Slock lExchange in view of the minimum 
share, capital clause required for listing. 

Towards giol>aiisatioii 

II Maharashtra ha.s to retain its premier position as the industrial stale in the 
Union, industry in Maharashtra will not only have lo be donicsiically 
competitive, bul also increasingly move towards global competitiveness. It 
is important, therefore, lodefineour comparative advantages, to concentrate 
on our strengths, to overcome and mitigate our wcaknr.s.scs and most of all, 
create an environment in which Mahara.shlra is a preferred avenue for 
investment. For this purpose it was fell that a study should he carried out by 
utilising the In-sI available agency. I am happy to slate that M/s. McKinscy 
& Company of New York, who are a highly reputed firm of consultants in 

this field have been entrusted 
with this task. 'I'hcy will be 
presenting a report after 
ctinducling an in-dcpih study. 
'I'he thrust of the report will he 
to develop and suggest 
strategies lo retain 
Maharashtra's leadership in 
industrial, business, finance 
and banking sectors and lo 
enhance its economic 
dynamism, taking advanlagcof 
the new opportunities opened 
up hy the liberalisation proccs-s. 
Oi^anisational 
nistnicture in SIC'OM 
In the light of the changing 
priorities and circumstances, 
the Management of SICXIM felt 
lhal the organisation needs to 
be reviewed. I am happy to say that as a result of an independent study hy a 
reputed institute of management—JIamnalal Bajaj Institute of Management 
— a re.sirucUTlng was evolved. The basic change is that an entrepreneur now 
deals with the same team of officers right from the lime he approaches 
•SIC'OM for funds till final repayment of his loan. I am confident that this 
change to which all in SIC'OM have contributed will energise SIC'OM, 
render improved services lo iu present and future clients. 

(SIIARAU S. MARATIIE) 
CHAIRMAN 

BOARP OF DIRECTORS 

I'lacf : Bvmbay 

PaU'J : MUh 1*192 

Ni'ir: '/'/i/' iJiii" not purnitri hi In- a rriwrt of ih.e prai.fi;dinf;s of the Annual 
*lcnvral Afi cri/ig. 

THE STATE INDUSTRIAL AND INVESTMENT 
CORPORATION OF MAHARASHTRA LIMITED 

Nirnial, 1st floor, N.'irim.ni I’ttinf, Httmhay 4IKI021. 
Phones ; 202 301R, 202 1855 
I'clcx : on -83066 FAX ; (022) 202 3008. I 

II 

HeipiiiK .set up your iiidu.stry Ls our business « 


HIGHLIGHTS OF THE PERFORMANCE 
DURING THE YEAR 1991-92 

O I’riilli Is'lnrc ;i])iii-i>pi'liillon towards Special Reserve. 
Di'Is'I it tin-Ib’dcmpt Inn Rfserve and provision fnrdlvldetid 
Us. 8.70 crore.s. 

O U.s 2 78 iToii's |irovltlc(l for maiden dividend. 

O F'lrst I lull- ever, s.'iiu.ilons rcglstcivd an all time hijfh of 
Us 121.62 cron-K. 

O The lot.il ili.sliurst'tnenls of Rs. 82.08 crorcs were the 
highest ever. 

O Tolal reeoveiyol Rs. 83.10crore.sexf.v«Icd fhetimounf of 
ill.slnii.semeiit.s — a unique phenomenon. 

O 417 new Itidtislrlal projects envisaging an aggn'gate 
eapitalinve.siment of Rs.6158.46 crores committed In the 
deveh.plng regions of Mahanishtra. 

O 82 NUI entrepreneurs were motivated to.set uplndustiies 
111 M.iharashtr.'i — e.stlmaled lnve.stment — Rs. 855 
erores. 
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Table Deposits a|nd PnoFm-^OMnutnoN op Foreign and Indian Banks 

(Amounts in Ks aore) 




Deposits 



Profits 


Net Profit 10 Working 


1990-91 

WTS 

Per Cent 
Increase 

1990-91 

1991-92 

Per Cent 
Increase 

Funds Ratio 

1990-91 1991-92 

Indlaa Baolu 

State Bank of India 

48,374 

6at92 

•124.4 

107.30 

175.34 

+ 63.4 

0.14 

0.18 

Bank of India 

17,247 

t9,2IO 

-I-II.4 

19.49 

56.63 

+ 190.6 

0.10 

0.24 

Bank of Baroda 

14,309 

19,030 

+ 33.1 

36.66 

95.10 

+ 67.8 

0.34 

0.44 

Punjab National Bank 

14,428 

16,231 

+12.5 

73.69 

112.44 

+ 52.6 

0.44 

0.58 

Canara Bank 

12,368 

14,238 

+ I5.I 

136.04 

156.59 

+ 15.1 

0.90 

0.95 

Central Bank of India 

I2.|9| 

13,028 

+ 6.9 

9.48 

30.49 

+221.6 

0.07 

0.21 

28 publio sector banks 

202,381 

235,921 

+ 16.6 

411.07 

646.69 

+ 57.3 

0.18 

0.27 

FiMcIgn banks 

Citibank 

2,642 

4,261 

+61.3 

93.82 

182.14 

+94.1 

1.66 

2,07 

ANZ Crindlays 

2,280 

3,616 

+ 58.6 

80.19 

156.91 

+ 95.7 

1.07 

1.88 

Standard Chartered 

1,042 

1,362 

+ 50.0 

31.18 

(-)158.70 

• 

1.94 

• 

Hongkong 

1,017 

1,417 

+ 39.3 

14.67 

38.27 

+ 160.87 

0.99 

1.87 

American Express 

785 

1,336 

+70.3 

22.42 

46.40 

+ 107.0 

2.03 

2.79 

Bank of America 

886 

1,242 

+40.1 

22.08 

63.51 

+ 187.6 

1,73 

3.45 

23 foreign banks 

11,088 

16,789 

+ 51.4 

338.70 

480.33 

+ 41.82 

1.46 

1.28 


* Negative due to fraud-related special provisions. 


Reserve Bank. This facility has been 
aUowed to all banks, but the foreign banks 
have taken the maximum advantage of it. 
Vet another aspect of public policy which 
hu favoured the foreign banks is the ex¬ 
tremely limited social obligation (such as 
priority sector lending) that they have 
been requited to shoulder. Thus the pro¬ 
fits earned by the foreign banks, the bulk 
of them at any rate, are predatory in 
character, not based on genuine banking 
operations. The profit levels have been 
vastly disproportionate to the size of their 
deposits, as is evident from the accompa¬ 
nying u^le. 

In contrast, the Indian banks are in a 
disadvantaged position in many respects. 
They shoulder heavy social responsibilities: 
rural branch banking, priority sector ad¬ 
vances including DRl, special employment 
schemes, IRDP, schemes for minorities, 
scheduled castes/tribes, and women, and 
many others. They face laige loan losses 
from small and big borrowers. As at the 
end of March 1992. the non-performing 
advances of public sector banks consti¬ 
tuted Rs 17.389 crore or 14.3 per cent of 
their total outstanding advances. Apart 
from receiving no interest income from 
such and other non-performing advances, 
these banks have to make sizeable provi¬ 
sions, for bad debts. Of course, there is 
also no gainsaying that these banks are 
now characterised by lethargy, inefficiency 
and corruption which drain away a signifi¬ 
cant proportion of their potential profits. 
While there are significant inter-bank dif- 
feicnoes. the average net-profit-to-working- 
funds ratio for the 28 public sector banks 
worked out to 0.18 per cent in 1990-91 and 
0.27 per cent in I Wi-92. Because of the 
widely differing composition of assets ami 
liabilities in dinerent^tuations and in dif¬ 


ferent countries, it is almost impossible to 
indicate any optimum norm for the pro¬ 
fitability ratio In addition, banks in India 
now face stricter accounting standards 
concerning income recognition, asset 
classification and provisioning, as also 
capital adequacy norms. Ikking all these 
factors into account, as a rough and ready 
measure based on the Indian situation, a 
net-profit-to-working-funds ratio of 1 per 
cent should be considered realistic In¬ 
terestingly, not a single Indian bank is 
even close to atuining it, except Canara 
Bank, if this norm is applied to the 28 
public sector banks, as a whole they 
would have to earn a net profit of Rs 3,000 
crore as against their actual earnings of 
less than Rs 6S0 crore in 1991-92; that is, 
their earnings would have to be nearly five 
times the present level. 

On the other hand, some of the foreign 
banks have been able to mop up massive 
profits from portfolio management acti¬ 
vities and money market operations, aided 
by the fact that the government has ab¬ 
solved than of ail social obiigatiom. Even 
after making allowance for the substan¬ 
tial differences in the quality and size of 
assets and liabilities, a comparison of the 
profit positions of foreign and Indian 
banks is useful, if only to drive home the 
point that a good part of the extra¬ 
ordinary income and profit of the foreign 
banks is ascribable to their predatory ac¬ 
tivities duly supported by public policy 
(sec the table). SBl has a deposit base of 
Rs 60,192 crore whereas Citibank has just 
Rs 4,261 crore or 7.1 per cent of the SBI’s 
as at the end of March 1992. In contrast, 
the net profit generated (after provisions) 
by Citibank during 1991-92 (Rs 182.14 
crore) was more than that generated by the 
SBI (Rs 173.34 crore). Alternatively, the 


28 public sector banks wiih about 50,000 
bank branches produce a net profit of 
Rs 647 crore whereas the 23 foreign banks 
with just 138 branches produce Rs 480 
crore. 

The policy-planners have thus provided 
the foreign banks with a conducive en¬ 
vironment to appropriate unreasonably 
high levels of profits in India. There is 
almost connivance in allowing the foreign 
banks to get round deposit rate irgula 
tions by undertaking portfolio mana:-* 
ment, including on behalf of public sec¬ 
tor undertakings. The foreign banks are 
also allowed to conduct operations in the 
volatile trail money market totally dis¬ 
proportionate to the size of their deposits. 
Even the modest 15 per cent target for 
priority sector lending to be achieved by 
the foreign banks by March 1992 has been 
allowed to be breached; as the IBA data 
indicate, they had achieved less than 8 per 
cent. Is it necessary, either for attracting 
foreign direct investment or for improv¬ 
ing the country’s credit rating ni the in¬ 
ternational financial markets, that such an 
unrestrained environment, be provided to 
the foreign bank to rake in phenomenally 
large profits from this poor society and 
transfer them abroad? Apart from the fact 
that Indian banks functioning abroad 
have by contrast nursed huge losses, is 
there any part of the world—certainly not 
in the foreign banks* home countries— 
where the banking industry enjoys such 
scope for profit-making? 

The extraordinarily high profits of the 
foreign banks in India and, c.^.. more im¬ 
portant, the direct contribution of govern¬ 
ment policy to the making of such pro¬ 
fits naturally evoke a parallel with the 
much-discussed ’drain’ during the colonial 
period. 
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Group 


HIGHLIGHTS 

1 . A premium Issue from an existme. profit making, dividend 
paying Jawahar Lai Oswal Group Company. 

2 Other Group Companies - Oswal Woollen Mills Ltd, 
Punjab Con-cast Steels Ltd. Nahar Spinning Mills Ltd. 
Nahai Exports I td and Nahar Fibres Ltd 

3 Diversification Project for the manufacture of Paper and 
Vanaspati Ghee 

a Company is entitled to exemption to the maximum ol Rs 
tBi 69.46 lakhs on account ol babilily ol Sales Tax to be 
incurred by the Company within Nine years. 

5 Attractive offer price ol Rs. 12(V- per Equity Share of 
Rs 10/' each (market price ex-Bonus. ex-Rights Rs 170/ 
- on 24 12.1992 at Bombay Stock Exchange). 

6 Listing at Bombay, Delhi. Jaipur. Ahniedabad, and 
Ludhiana Slock Exchanges 

RISK FACTORS 

1 The mam raw materials tor Paper are wheat'rice straw, 
bagasse, grass and lor Vanaspati Ghee major and minor 
odible oils and for existing units, nee bran and non edible 
oils these raw materials are subject to agroclimatic 
conditions having impact on the availability of the raw 
matenais I o that extent, tho profitability of the Company 
isdependenlon tho pricesandavailabiiiiy of raw materials. 

? The operations of the Company are also subject to 
assumptions in demand and supply position both iii 
termsof quantity, fimsned goods and possibiecompetition 
from new entrants or creafon of additiona‘ capacity by 
existing urvis 

.T The den very scnodjio foi supply ol major machmeiy 
■•I'quired for the Paoci P'ojeci has not been t.rmed up at 
present Any delay in obtaining thudelivenesoi the rnajot 
machinery 'tem.s may cause delay in the project 


impfemomation. and therefore may affect the profitability 
as presently envisaged. 

4 1 he company has not executed the turnkey agreemeni 
wnn Mectoch Process Engineers Pvt, Ltd. tor putting up 
the Vanaspati Ghee Project. Any delay in finalising the 
.said arrangement may delay the implementation ol the 
project and affect 'Jie protiiability. 

5 The Company is yet to obtain Government's approvals 
for conversion o' usage of land lor industrial purpose and 
No Objeaion Certificate horn U P. Pollution Control 
Board. In case of any delay in obtaining these approvals/ 
No Objection Cernficaie, me project implementation 'iiay 
get delayed to that extent. 

6. As per the project implementation schedule, the expected 
lime of compieiion of the projoci as envisaged by the 
Management is September. 1993 As mentioned in para 
3,4 A 5 above, any delay in completion of the matters 
covered under these paragraphs may extend Ihegestaiion 
jsenod of Ihe project beyond September, 1993 The 
possible del.iy on this account is not ascertainable at 
piesent. 

7 In the absence of ihe stake of any Imanciai institution or 
bank there will be no monitoring ot the funds raised 
through this issue by any financial insliinrion or bank . 
consequently deployment of funds raised through tn s 
Issue IS left entirely to tho Company 

8 Applicatiun has been mane to UPSm fo' sane on of 
required power lor the p'osioseo Vanasoati Pro.e't lor 
wi.ict' sanction is avraited 

NRI Application Forms are available with 
the Lead Managers and from the 
Registered Office of the Company. 


"THt INVESTORS ARE ALWISED TO REFER TO THE PARA ON 'JUSTIFICATION OF iSSUE PRICE Bt. f ORE 

MAKING AN INVESTMENT IN iillSISSU:' 

piruTi! reel IC K nopu PUBUC ISSUE OPENS ON 
RIGHTS ISSUE IS OPEN , jj, 

ISSUE OF 87,50,000 EQUITY SHARES AGGREGATING RS. 9700 LAKHS. 

RIGHTS ISSUE OF 40,00.000 EQUITY SHARES OF RS. 10/- EACH AT A PREMIUM OF RS. 901 - PER SHARE AGGREGATING RS. 4000 LAKHS. 
PUBLIC ISSUE OF 47,50,000 EOUfTY SHARES OF RS. 10'- EACH AT A PREMIUM OF RS. 110'- PER SHARE AGGREGATING RS. 5700 LAKHS 
INCLUDING RS. 9S1 LAKHS RESERVED FOR NRI» 

Easy Terms of Payment- On Application : 33% in Public Issue. 25% in Rights Issue 
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_ Gsmh _ 

FATS AND OILS LIMITED 

Regd. Office ; 1107, Ashoka Estate. 24, BaraKli.iinh.] Road Now Di.-it- 11C 001 


A Tradition, Growth An Imperative. 
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President Bush’s Farewell with Arms 

James Petras 
(Jhronis Polychroniou 

BiJI Clinton’s appointments to key cabinet posts and those 
immediately below are all oriented towards global policies and the 
indications are that the pursuit of ‘American leadership’ for global 
hegemony will define the limits and ultimately the failure of the 
Clinton administration’s effort to reconstruct America. 


THE centrality of empire to the US 
political system was hammered home by 
president Bush in his farewell speech in 
Texas a month before leaving ofnce. His 
defence of “global leadership” was a thin¬ 
ly veiled effort to justify the continued 
diversion of domestic resources to projec¬ 
ting power in the post-Cold War era. 
Bush’s speech was a strong endorsement 
of the imperial presidencies that sustained 
almost SO years of hot and cold wars and 
that eventually culminated in the supre¬ 
macy of western capitalism. With the con¬ 
fidence of an ‘enlightened’ emperor, he 
proclaimed that US intervention has been 
benencial, and is therefore necessary, to 
world order: “When a war-weary America 
withdrew from the international stage 
following World War I, the world spawned 
militarism. fa.scism, and aggression un¬ 
checked, plunging mankind into another 
devastating conflict. But in answering the 
call to lead after World War II. we 
built... a community whose strength, 
perseverance, patience and unity of pur¬ 
pose contained Soviet totalitarianism and 
kept the peacer 

In reasoning for the west’s victory over 
the Soviet Union, Bush cleverly emphasis¬ 
ed both the failures of communism and 
the role of US intervention: “And as the 
Soviet system stalled and crumbled, so too 
did the ability of its rulers to deny their 
people the truth about us and about them. 
And in the end. Soviet communism was 
destroyed by 'ts own internal contradic¬ 
tions:' However, he went on immediately 
to say, “the Soviet Union did not simply 
lose the cold war. The western democracies 
won It ... and, above all, American leader¬ 
ship:’ In doing so. Bush was scoring pro¬ 
paganda points against communism while 
seeking at the same time to build public 
support lor sustaining the US as an ac¬ 
tive global empire builder. 

Bush :.cvanced several arguments in his 
effort to muster public support for 
empire-building The first was based on 
the claim that US power ensured in a 
peaceful way the emergence of a “com- 
munitv of demcKratic nations” which is 
“more robust than ever”. The danger that 


the collapse of the Soviet Union posed to 
the world, he asserted, was such that ‘^nly 
America could manage'’. Thus, it was 
because of America’s might that “the col¬ 
lapse of the most heavily armed empire 
in history took place without a shot being 
fired”. 

The second argument for sustaining a 
US empire was based upon reversing the 
logic of the first argument. Bush warned 
now that the wbrid today is full of hostile 
forces, conflicts, threats, and escalating in- 
subility, and thus the necessity of the US 
to continue to exercise global power 
(“economic, political and yes, military”, 
as he put it) is as great as ever before: “The 
new world could, in time, be as menacing 
as the old. And let me be blunt. A retreat 
from American leadership, from American 
involvement, would be a mistake for 
which future generations, indeed our own 
children, would pay dearlyf’ 

Such is the logic of empire-builders. On 
the one hand. Bush justified miliury and 
economic sacrifices during the Cold War 
as the sources for the creation of a peace¬ 
ful democratic world. On the other, by 
evoking the demons of wars and conflicts 
that emerge from the alleged 'successes’ 
of past policies he sought to justify con¬ 
tinued and expanded public sacrifices. But 
this paradox is not surprising. Indeed, the 
double-booking on the costs and conse¬ 
quences of US global power is necessary 
to obfuscate the failures of post-war 
policy: the victory in the Cold War has 
given rise to economic depression, bloody 
ethnic wars, and new authoritarian 
rulers—not peace; prosperity, and demo¬ 
cracy. The collapse of the Russian 
economy and society under Boris Yeltsin 
is a good reason why the US should not 
have (in contrast to Bush’s logic) “stood 
with him”. The three major US military 
interventions that have already taken place 
in the post-Cold War era—Panama, Iraq, 
and Amalia—have produced neither 
democracy nor economic well-being. 
Under Endara, Panama has seen its un¬ 
employment rate doubled and drug-money 
laundering is more pervasive than ever; 
Saddam Hussein still rules in Iraq, the 


Kurds are doubly oppressed by Iraqis and 
Turks, while Kuwait is still ruled by an 
authoritarian regime; and in Somalia the 
armed clans (possessing mostly weapons 
that were supplied to Somalia by the US 
in the 1980s) fade away when US troops 
appear and will resurface when they leave: 

Bush’s selective and contradictory im¬ 
agery of present global realities is above 
ail design^ to build up public support for 
the continuation of empire-building in the 
face of growing political opposition. In¬ 
creasingly the public is aware that the 
maintenance of global power is based on 
declining standards at home In this sense; 
Bush’s speech is an effort to bludgeon this 
rising tide of opposition: “From some 
quarters we hear voices sounding th. 
retreat. We’ve carried the burden too long, 
they say. The disappearance of the Soviet 
challenge means that America can with¬ 
draw from international responsibilities. 
Others assert that domestic needs preclude 
an active foreign policy!’ 

• It is in this context that Bush’s decision 
to intervene in Somalia can best be 
understood: in the face of growing senti¬ 
ment for shedding the burden of imperial 
policies. Bush evoked the false dichotomy 
between an imperial policy in defence of 
high moral principles (“the failure to res¬ 
pond to massive human catastrophes like 
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lhat in Somalia would scar the soul of the 
nation”) and an isolationist policy subjec¬ 
ting the American people to new and 
menacing forces. The Somalian interven¬ 
tion is a propaganda ploy to prop up 
declining public support for the global 
police role to which Bush is committed. 

Bush avoided dealing with specifics 
throughout his speech. When he spoke of 
“from some quarters we hear voices soun¬ 
ding the retreat”, one would not know that 
he was ^peaking about the majority of the 
US electorate demanding a commitment 
to rebuilding American society. When he 
referred to the *we’ who ate carrying the 
burden of empire-building, he was being 
facetious; because, far from carrying the 
burden. Bush and his military and busi¬ 
ness supporters have actually been net 
benendaries of global power politics. To 
speak of constriKting global hegemony as 
“America’s" international responsibility is 
to comprise most Americans into a parti¬ 
cular configuration of policy-makers and 
economic interests. And to simply evade 
the profound contradiction that exisu bet¬ 
ween empire-building and domestic needs 
by referring to vague international respon¬ 
sibilities is simply to dismiss an analysis 
and an asse'unent of the reallodition of 
budgetary expenditures from soda! to 
military spending over the last decade and 
a half. 

“The alternative to American leader¬ 
ship is not more security for our citizens 
but less. Not the flourishing of American 
prindples but thdr isolation in a world 
actively held hostile to them”. Bush 
proclaimed with certainty. However, 
with insecurity rampant in US society 
(unemployment, underemployment, home¬ 
lessness, crime, dedining health care, and 
so on), brought about precisely because 
of expensive global police roles, the alter- 
iMtive to ’American leadership’ in the 
world is in fact a sharp refocusing of 
leadership on domestic problems and 
issues. If we presently face Vretivc hostility’ 
to ‘American prindples’, how much can 
be blamed on the very ‘American leader¬ 
ship’ that has in Bush’s words played such 
an influential role in bringing about the 
current sute of affairs? Bush cannot uke 
credit for creating the new world order 
and then use threats of this world order 
to bludgeon the US public intacontinu- 
ing to sacrifioe a declining living standard 
to sustain it. 

Evoking morality, history (“history is 
summoning us once again to lead’’), and 
destiny (*ldestiny... is nbt a matter of 
chance. It’s a matter ofchoioe Our choice 
as a people is simple: can either shape 
our times, or we can let the times shape 
us’O, Bush has fbreefuliy defined strategic 
commitments for the incoming presidency 
of Bill Clinton. Whatever Clinton’s eke- 


tomi promise to focus on restructuring the 
American economy. Bush’s farewell with 
arms speech is directed toward imposing 
on the incoming presidency » commit¬ 
ment to maintain US global hegemony at 
the overriding priority. 

The fundamental choice facing the 
Clinton administration is whether to 
follow the Bush policy of global empire¬ 
building or to reconstruct the nation’s 
economy and society. The choice is empire 
or republic It is nonsense to talk of main¬ 
taining global leadership and rebuilding 
America. Simply put. there are not 
enough resources to do both. The correla¬ 
tion is straightforward: as the empire 
grows, the domestic economy weakens. 
Deteriorating cities and Los Angeles-type 
riots are the price of Desert Storms. 
Declining manufacturing investments in 
the US are the counterpoinu to large-scale 
investments overseas. The cleavage bet¬ 
ween the empire-oriented politico-econo¬ 
mic elite and the pubiic widens. 

Bill Clinton retains a ceruin ambigui¬ 
ty about his future courM. On the one 
hand, he recognises that the problems 
facing the US economy are profound and 
structural: “As we address short-term 
business cycle issues, we must never forget 
that the most profound problems of our 
economy are longer-term and structural. 
Many of the problems did not develop 
oventight”, he recently announced. On the 
other hand, however, his appointments to 
key cabinet posts—-Treasury, Secretary of 
State, Defence—and those immediately 
below are ail oriented toward global 
policies. The individuals that he selected 
ate free traders, third world interven¬ 
tionists, and supporters of overseas 
investors and financiers. Clinton’s ap¬ 
pointees accept and will work within the 
basic policy framework constituted and 


projected by Bush; the pursuit of‘American 
leadership' for global hegemony will 
define the limits and ultimately the failure 
of the Clinton administration’s effort to 
reconstruct America. 

Not only is domestic failure rooted in 
the global commitments implicit in sus¬ 
taining global hegemony, but foreign 
policy crises are also likely to emerge from 
the conflicts and economic disasters that 
accompany the fiee-market policies in the 
cast and south. The post-communist 
world is ruled by parochial ethnic war¬ 
lords, semi-literate free market ideologues, 
as well as a varied assortment of authori¬ 
tarian free hooters and compradores— 
each vying with the other to sell off na¬ 
tional patrimonies to western investors 
while living standards plunge and social 
nets disappear. In this new world of af¬ 
fluent and conspicuous wealth, pro¬ 
western political elites and impow lished, 
alienated and downwardly mobile majm- 
ties, regional conflicts will intensify and 
Clinton’s international responsibilities will 
beckon. Proliferating regional conflicts, 
deepening social cleavages and lighten¬ 
ed animosity to western pillage will force 
Clinton to set aside his domestic agenda 
and divert resources to ‘regional wars’ and 
into international conflicts. 

Oppo^tion to foreign spending, free 
trade agreements, and overseas interven¬ 
tion is now majoritarian as is public sup¬ 
port for domestic economic reconstruc¬ 
tion over global empire-building. The 
tner-extension’ of the US empire—the ex- 
ploiution of the domestic economy to 
support imperial expansion—could soon 
teach the breaking point. The future ex¬ 
tension of empire could lead to popular 
rebellions that would make Los Angeles 
look like a garden party, and certainly 
contribute to the demise of the Ginton 
presidency. 
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Economic Roots of Conflict in New 

World Order 

Shanit G Lin 

The global economic crisis has toppled governments and shattered nations in the east, given rise to a popular 
backlash for change in the vfest. and provided a new get^itical context for international conflict in the 1990s 
and into the 21st century. The war in the Persian-Arabian Gu(f was a case in point, for it was less the result of 
a failure of international diplomacy than a deliberate 'sira^gy of the US government to exacerbate a crisis as 
a pretext for intervention. At stake were not merely the price of oil, human rights, or military victory. Of far 
more fundamental importance were, and still are, the sustained retyding ofpetrodollars into the western industrialis¬ 
ed states, support for faltering US economic aruifirumcial dominarice, and reassertion of US military and political 
hegemony in the wake of the collapse of the Soviet Union as a countervailing superpower. This retrogression 
to colonial-style armed force signals a new era In which the only rerpaining superpower will seek to enforce by 
any means necessary its economic centrality and political pre-eminence in the face of undertying economic weakness. 


AT the beginning of the decade, we 
foresaw a global economic and political 
crisis in both the east and west.' Three 
years later, relatively peaceful revolutions 
have toppled every statist government in 
eastern Europe. The former Soviet Union 
has disint^rated not only as a superpower 
but as a nation. The US has stumbled 
from the longest boom to the longest 
recession since the Grea^. Depression. 
Severe imbalances in interest rates and in¬ 
vestment flows in western Europe threaten 
economic union. The boom in private fix¬ 
ed investment has been interrupted in 
Japan for the first time since the second 
world war. A one-sided war in the Rnsian- 
Arabian Gulf has brutally redefined the 
new world order. India has suffered 
another oil shock and the worst foreign 
exchange crisis and devaluation in recent 
memory. Most third world countries, 
although sustaining economic growth, are 
acceding to aggressive western pressures 
for privatisation, ‘free trade^ by the giant 
multinationals, and stringent protection 
of intellectual property rights. Aggregate 
world output declined by 0.7 per cent in 

1991 for the first time since the second 
world war. marking a truly global reces¬ 
sion.^ 

These momentous events are not entire¬ 
ly unrelated. The collapse in eastern 
Europe and the USSR has abolished the 
global balance of power and drained off 
capital investment flows that formerly 
went to the US to pay for its balance of 
payments deficit. After a decade of wreck¬ 
less borrowing against the future and fall¬ 
ing industrial competitiveness, the reces¬ 
sion in the US and flight of capital had 
become inevitable. As candidates for 
Change’, Bill Clinton’s victory and Ross 
Perot’s surprising strength in the US 
presidential elections on November 3, 

1992 symbolise the underlying economic 
malaise of the American people—un¬ 
employment. taxes, the high cost of health 


care, crime, etc. But the elections also rais¬ 
ed imporunt issues which are less tangi¬ 
ble to the average voter, such as uncon¬ 
trollable federal and state budgetary 
deficits, government waste, the falling 
dollar, and questions about the US 
government’s role in helping to create the 
preconditions for war in the Persian- 
Arabian Gulf. The origins of this conflict 
in the context of the deeper economic con¬ 
siderations in the US and in the global 
market economy deserve an in-depth 
examination. 

What are the real underlying reasons 
for the Gulf war? Was Iraqi aggression 
itself really a reason for the US-led inva¬ 
sion? If so, where was the US when TUrkey 
invaded Cyprus, Israel occupied southern 
Lebanon. Syria effectively took control of 
eastern and central Lebanon, Iraq atuck- 
ed Iran, or Morocco annexed the western 
Sahara? The historical record clearly 
shows that countering aggression was 
never a consistent, let alone guiding, 
feature of US foreign policy. In faa, US 
military force was sent in much more 
often to deal with internal strife than ex¬ 
ternal aggressions: Lebanon in 1958, Cuba 
in 1961, Vietnam in I960-7S, Grenada in 
1983, and Panama in 1989. The Bush ad¬ 
ministration had frequently hinted that 
its ultimate objective was the complete 
neutralisation of Iraqi military power and 
even the elimination of Saddam Hussein 
himself. Few people in the US. even 
amr.ig George Bush’s supporters, believed 
that US policy was motivated' these 
reasons alone. Most acknowledged some 
vague notion that the war was being w^g- 
ed to defend ‘the American way of life’ 
or ‘American ralues’ or ‘US national in¬ 
terests’. In fact, beyond the notion that 
“aggression cannot be allowed to go un¬ 
punished’’, the US government has never 
publicly given ai^ substantive reason why 
economic sanctions would not work, and 
why war was the only solution. 


Did the US act out of any genuine con¬ 
cern for Iraqi human rights abuses or to 
neutralise its chemical and biological 
weapons? If so, where was the US when 
the Iraqi army allegedly used chmnical 
weapons on Kurdish civilians during 
autonomy struggles before the Gulf crisis 
began? During the first days of the US- 
led aerial bombing, all three Iraqi nuclear 
power reactors and numerous sites of 
suspected chemical and biological weapons 
production were priority targets. When 
US reoonnaissaiKx aircraft failed to detect 
radiation leakages, the nuclear sites were 
reportedly retargeted with complete dis¬ 
regard for the potential environmental 
consequences. Though unconfirmed, this 
has not been denied by the Rmtagon. An¬ 
ticipating the attacks, it is probable that 
the Iraqis had deliberately removed radio¬ 
active materials from reactor sites precise¬ 
ly to avoid another Chernobyl or Three 
Mile Island catastrophe 
Did Iraq pose an extraordinary threat 
to the political and economic stability of 
west Asia that was not matched by the 
military aggressions of other lutions? In 
the months preceding the air offensive 
against Iraq, US military propaganda pro¬ 
jected the Iraqi armed forces as the fourth 
largest in the world with approximately 
one million regulars and reservists. It took 
advantage of American ignorance of 
world affairs by conveniently ignoring the 
significantly l^er armed forces of India 
and Vietnam, each of which have well 
over a million tegular troops plus vast 
reserves and paramilitary units.’ It was 
only when the alleged Iraqi chemical, 
biological, and prototype nuclear weapons 
threats utterly failed to materialise during 
the war that the public could seriously 
question whether these threats had been 
vastly exaggerated by tire Pentagon to 
create a blinding fear of a nrythkal Iraqi 
military monster that must be stopped at 
all costs. After all, if Iraq were r^y so 
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^powMftti, wlqr<^ it tnde capititied if»- 
niui territory for peace at the ^ of an 
eight-year-knig statemated war? 

The Pentagon reported S4S,000 Iraqi 
troops deployed in the Kuwait theatre of 
operations at the outset of war. Yet when 
US-led ground forces encircled Kuwait, 
only some 60^000 Iraqi POWs were cap¬ 
ture perhaps another 60,000 could have 
fled back across tlw Iraqi border in two 
days' time, and perhaps 75,000 had fallen 
as casualties. Did as many as 350,000 Iraqi 
troops merely evaporate into the desert 
air? Did the Pentagon deliberately inflate 
Iraqi troop strength to exaggerate the 
threat? Or had the withdravral of Iraqi 
troops from Kuwait actually begun well 
before the US-led ground offensive was 
launched on February 24. 1991? The 
Pentagon adjusted its own figures down¬ 
ward several tiiAes first to below 500,000 
and finally to 250AI0, but provided no 
explaiution.* 

The direct political and military reasons 
for the Gulf war go back at least to the 
time of the Islamic revolution in Iran in 
1979. The overthrow of the Shah brought 
an abrupt end to the special relationship 
between the US and the then paramount' 
military power and most populous coun¬ 
try in the Gulf region. D«pite fears that 
the Soviet Union might fill the power 
vacuum, Iranian suspicions never nude 
this a real possibility. Nevertheless, in his 
State- of-the-Union address before Con¬ 
gress in January 1980, president Jimmy 
Carter warned: 

An attempt by any outside force to gain 
control of the Persian Gulf region will be 
regarded as an assault on the vital interests 
ofthe United States of America. And such 
an assault will be repelled by any means 
necessary, including miliuuy force. 

The US response was politically to 
cultivate favour with Iraq in the hope of 
using it as a buffer to contain anti¬ 
imperialist Islamic fundamentalism in 
Iran. Militarily, the strategy included the 
creation of a ‘rapid deployment force' 
which could meet arty imperiding military 
threat to the Vulnerable ojl-expwting Gulf 
sheikhdoms, while sparing the US from 
permanently sutioning its ground troops 
on Arab soil and invoking local resent¬ 
ment. The abortive attempt to rescue 
American hostages m lUnan in 1980 
dramatised the importance of a ocdible 
military capability in the Gulf to defend 
those vital inteicsts. With probable US en¬ 
couragement, Iraq attacked Iran, setting 
off a prolonged war of attrition that 
would postpone the need for a direct US 
deployment. Wt by the late 1980s, the US 
feh compelled to intervene directly on a 
limited- scale to protect Gulf oil shipping 
tbrcatened by the Itan-lraq war. The USS 
Stark incident and the shooting down of 


a Iranian Jetliner were ipimretidnders of 
the fra^lity of Bmited US miliiary irtvolve- 
ment. Then in 1988, the end of the Iran- 
Iraq war abruptly ended US hopes of con¬ 
taining militant nationalisms, whether 
fundamentalist or secular, by pitting one 
against the other. This opened the way for 
direct US intervention, but first world opi¬ 
nion had to be shap^ to accept it. 

In the end, neither occasion nor suffi¬ 
cient pretext could be found for rapid 
deployment of US ground forces. Tlw 
Gulf crisis provided that rare window of 
on>ottunity for US armed forces to open¬ 
ly set foot on Saudi soil—fornwly a very 
sensitive subject anumg Arab nationalists, 
Islamic fundamentalists, and Israelis alike: 
This established aJSrr/ocawitP^/by which 
a long-term or permanent US military 
presence in the Gulf could be kgitimaied 
among the local authorities and populace: 
The long sought-after foothold arid bas¬ 
ing in the Gulf would, at last, obviate the 
need for a rapid deployment force: Quite 
the contrary, the massive deployment of 
ground, air, and naval forces took over 
five months to mobilise and assemble in. 
the desert sands. It absorbed three-quar¬ 
ters of all active US tactical combat air¬ 
craft, six of 13 active aircraft cairieia, and 
37 per coit of the US army from bases 
around the world.’ What interests were 
*so vital as to motivate such a costly and 
determined response? 

The Deliberate War? 

The seeds of crisis were sown as early 
as February 24,1990 during a meeting 
the Arab Co-operation Council in Amman, 
Jordan when Saddam Hussein threaten¬ 
ed reprisals if Kuwait and Saudi Arabia 
did not write off some S 30 billion in debts 
incurred during the Iran-lraq war. Ibnsion 
quietly escalated until May 3, when Iraqi 
foreign minister Thriq Ake vehemently 
criticised unnamed OPEC states for over¬ 
production and driving down the price of 
oil. On July 3. 1990, Iraq and Iren open¬ 
ed their first direct official contact since 
their August 1988 cease-fire. At the Arab 
League conference in Tunisia on Jidy 16, 
Thriq Aziz openly accused Kuwait of 
‘stealing’ Iraqi oil from the Rumailah oil 
fwld which straddles thdr common 
border, and demanded reimbursement. 
The very next day in a public speech in 
B^dad, Saddam Hussein threatened 
military action to prevent Kuwait and the 
United Arab Emir^ from overproducing. 

The initial US response was a logical 
continuation of the informal policy of the 
Reagan administratioR which guaranteed 
that the US would defend Kuwait (then 
allied to Iraq) if it was attacked by Iran. 
On July 19, US secretary of defence Dick 
Cheney reiterated in a press briefing that 


the US was comihitted to militarily defen¬ 
ding Kuwait if it was attacked. Asked if 
a general US pledge to come to Kuwait’s 
aid still applied, he affirmed: “Those 
commitments haven’t changed!’* On 
July 21, Iraq accused Kuwait of prepar¬ 
ing the way for foreign intervention in the 
Gulf. By July 23. Iraq had reponedly 
massed 30,000 troops on the border with 
Kuwait and the US fleet in the Gulf had 
been placed on alert. At the OPEC 
meeting in Geneva on July 27, joint 
pressure from Iraq and Iran finally mov¬ 
ed Kuwait and the UAE to join in an ac¬ 
cord to end four years of low-priced oil 
by limiting production to 22.5 million bar¬ 
rels per day and setting a newtarget price 
of $ 21 per barrel. 

Then, in the face of escalating tensions, 
the US government abruptly changed 
signals. At a press briefing on July 24, US 
state department spokesperson Margaret 
Tlitwiler said: “We do not have any 
defence treaties with Kuwait, and there ate 
no special defence or security commit¬ 
ments to Kuwait!” The very next day, US 
ambassador to Iraq April Glaspie was 
summoned by Saddam Hussein. In a 
transcript of the meeting given by the Iraqi 
government to the American press, Hussein 
made clear that if Iraq attacked it vrould 
be in qisponse to what he considered 
Kuwait’s ongoing economic war against 
Iraq. Instead of issuing a stern warning, 
Glaspie responded with appeaser.^ i, ^le 
said: “1 have a direct inrtr-.i'-tion trom the 
president to seek better relations with 
Iraq!’ Finally she offered the ambiguous 
sigrial: "We have no opinion on the Arab- 
Arab conflicts like your border disagree¬ 
ments with Kuwait!’* 

That same day on July 25, assistant 
secretary of state for near eastern and 
south Asian affairs, John Keilyi reportedly 
cancelled a planned Voice of America 
broadcast that would have warned Iraq 
th« the US was ‘strongly committed’ to 
the defence of Kuwait arid other Gulf oil 
states. The official US government posi¬ 
tion at the time was further Raffirmed 
during house foreign affeirs subcommittee 
hearings on July 31. In reference to Dick 
Oieney’s statement on July 19 of a US 
commitment to defend Kuwait, John Kdly 
was asked to clarify that oommitmoit. 
Insisting that he had never even heard of 
Cheney’s statement. Kelly replied: “We 
have no defence treaty relationship with 
any Gulf country. ...'M have not hialo- 
rically taken a position on border dis¬ 
putes!’* If the Burii administration real¬ 
ly wanted to avert war as it had claimed, 
what was behind this eleventh-hour about- 
face? 

On July 31, Iraq and Kuwait sent dele¬ 
gations to Jeddidi, Saudi Arabia to negoti¬ 
ate their oil and border disputes. The talks 
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broke down the very next day. The next 
morning, on August 2, IrAq invaded 
Kueait, and the US, Britain, and Fiance 
immediiuely called for withdrawal of Iraqi 
troops and froze Iraqi and Kuwaiti assets. 
Thus, during the 15 days from July 19 to 
Allgust 2, 1990, the official US govern¬ 
ment position came full circle after two 
IMMegiee turns. Orchestrated through 
the state department, but carefully 
avoiding direct comment from Bush or 
secretary of state James Baker, the Bush 
administration qioke with one consistent 
voice during the brief intervening period. 
Unequivocally assuring Saddam Hussein 
that the US vroukl turn a blind eye if Iraq 
were to invade Kuwait, Iraq read the green 
light from the US to proceed. As soon as 
Iraq had ooiiunitted itsdf by the act of in¬ 
vasion, the US immediatriy turned off the 
false green light. The pretext for US 
military intervention had been locked in, 
and the stage was set for Desert Shield. 

When it became apparent that the fran¬ 
tic rounds of diplomatic manoeuvring 
would pay off in increasingly uncom¬ 
promising resolutions in the UN Security 
Council, the pogsibility grew that a static 
defence of Saudi Arabian oil Tields could 
be tiaiuformed into an offensive drive to 
expel the Iraqi army from Kuwait. Care¬ 
fully testing the interrutional mood at 
each step of escalation, the US gradually 
moved on to the second phase of military 
deployment from 230,000 troops in a 
defensive posture to the build-up for 
Desert Storm. When it appeared that the 
US-led coalition would hold together after 
the war began and that the bulk of Saudi 
oil installations could be preserved intact, 
the US became ever more emboldened. 
Just when Soviet and Iranian attempts to 
broker an Iraqi withdrawal from Kuwait 
were beginning to bear fruit, and Iraq of¬ 
fered iu own settlement for withdrawal on 
February IS, 1991, the Bush administra¬ 
tion flatly rejected all conciliatory 
gestures. Calling the Iraqi offer a ^el 
hoax'. Bush issued a final impossible 
ultunatum; get out of Kuwait uncondi¬ 
tionally within seven days or face a 
devasttting ground invasion. 

The message was clear: Bush would 
hear nothing of step-by-step Iraqi conces¬ 
sions or of any potential diplomatic solu¬ 
tion. Even a b^f cease-fire was repeatedly 
ruled out. Having come this far, he wanted 
nothing short of the decimation of the 
Iraqi military machine and a total US 
military victory. Repeatedly. American 
generals spoke of orchestrating the Iraqi 
retreat on US terms. Even in the fitud d^ 
of full retreat, the Iraqi army was mer¬ 
cilessly pounded on the highway from 
Kuwait city to Basra leaving behind a 
graveyard of burned out vehicles as far as 
the eye could sec. This wilful genocide 


plus the massacre of an eitimaied lOOiOOO 
Iraqi civilians-r-eu|dwmistically dimissed 
by the Pentagon as bilateral damage^- 
werethetruc war crimes of the Gulf crisis. 
They were certainly no less tham the 
atrodties oommitt^ by Iraqi troops 
against Kurdish and. other dissident 
civilians during the ensuing Iraqi civil war. 

Why did the Bush administration ap¬ 
parently manipulate Iraq into a direct war 
with the US at the very source of the 
world’s most strategic commodity, and 
then, repeatedly pre-empt potential diplo¬ 
matic solutions in favour of utKonditional 
military victory? Why was a military solu¬ 
tion the only solution for George Bush? 

A War for HEAsrra ani$ Minus of 
American People 

Before the war began, the US popula¬ 
tion and Congress were very nearly equally 
divided for and against a US-led invasion. 
Bush and his advisors pinned thejr bets 
that once US forces were committed to 
battle, American public opinion would 
quickly solidify behind the troops. Waging 
a hi-tech propaganda war and disinfor¬ 
mation campaign unprecedented since the 
total censorship of the second world war 
they proved to be right with public sup¬ 
port for Bush soaring to 70-80 per cent 
immediately after the US began the most 
intensive bombing campaign in history. 
But that still left some 20-30 per cent 
decidedly opposed to the war and the 
largest anti-war demonstrations at the 
outset of any major military adventure. 

Making the hi^ support ratings last 
until national elections in November last 
would be a much more difficult task. A 
protracted conflict would certainly erode 
public support as the body bags came 
home. (As a precaution, the press was 
banned from the Delaware airbase used 
to receive the remains of all fallen US 
soldiers.) A ccase-rire and diplomatic set¬ 
tlement would have been perceived as in¬ 
conclusive or indecisive, a^ done little to 
sustain that level of support. Once com¬ 
mitted to combat, only a total victory 
could have provided the boost to the 
American psyche that had been wanting 
since the US defeat in Vietnam in 1975. 

The Vietnam war was something of an 
anomaly in US history. With the collapse 
of ti.e British empire, Americans in the 
post-colonial era had become accustomed 
to thinking of their country as the undis¬ 
puted world leader. Excepting in Vietnam, 
the US had never lost a war in its 215-year 
history. Hence, the later unpopularity of 
the Vietnam war was due not so much to 
its protraction or co.st in lives/wv re, cer¬ 
tainly not to any moral reservations, but 
moist fundamentally because the US was 
not winning. Hence, the American 


euphoria over «loial miHnuT victory iii 
the Gulf was a mass psychological reac¬ 
tion against the *Vietiiain syndrome'. 

It ominously reminds us of the humilia¬ 
tion suffered by Germans at the end of 
the first world war, eiaoerbated by inini- 
tive war leparuions, who then turnip to 
Hitler fra revival of national prid& In a 
manner mildly reminiscent of attacks 
against Jews in Europe; radalljHmotivated 
hate crimes against persona of Arab and 
south Asian descent (for eiamplc; turban- 
ed Sikhs steieotypically perceived to be 
Arabs) soared dur^ the crisis. Wane still 
was the oflidal witch-hunt by the Ibderal 
Bureau of Imestigation for ArabAmericans 
who might possibly be considered Threats 
to national security’ merely for having 
Iraqi or Rslestinian backgrounds—again 
an ominous roninder of the shameful in¬ 
ternment of US citizens of Japanese des¬ 
cent during the second world war. 

The American readiness to go to war 
must be viewed in the context of US 
history—both political and psychological. 
Unlike the Europeans, Japanese, or'Arabs 
who have themselves suffered tire ravages 
of modem warfare; not since the American 
Civil War of 1861-1865 have Americans 
witnessed actual combat on thrir own soil. 
Consequently comprehending the human 
dimensions of death and destruction rain¬ 
ed down on Iraqi cities and towns is not 
automatic, particularly under heavy US 
military censorship. Moreover, failure of 
the dominant white American population 
as a whole to empathise with brown I;aqi 
civilian victims and the patents of fallen 
Iraqi soldiers is nothing new. 

For the mainstream press, there could 
hardly be a greater media bonanza than 
a major lightning war. For the viewing 
public, there could hardly be a greater 
adventure on television—as long as it did 
not last too long to lose interest. During 
the war violent crimes plummeted, retur¬ 
ning to normal levels almost immediately 
after the cease-flte. There arose an 
obsessive fascination for the technology 
of modern warfare. For a great many the 
war was like a monumental football gaiire 
played out on the plains of a vast desert 
coliseum—whose troop and weapons in¬ 
ventories resembled the opposing team 
biographies, whose generals were football 
stars, and whose damage statistics took 
the place of the scoreboard. By far the 
most popular national pastime of live 
entertainment, American football thrives 
on winning—on a psychology of *us ver¬ 
sus them’. In this context, for many 
Americans the final decisive victory in the 
Gulf was internalised as little more pro¬ 
found than the smashing victory of their 
favourite football team. It is no wonder 
that the military triumph boosted Bush's 
presidential approval ratings to 80-85 per 
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ceiM-^^4lie liighiM ever lepbM^ in U£» ' 
history. Withiii ii month as the euphoriti 
began to wear off, support had already 
dropped by five percenuge points. With 
the onset of sustained recession. Bush’s 
popularity fell precipitously to around 
32-33 per cent up to the election on 
November 3,1992. Clearly, popular sup¬ 
port for Bush was not ba^ on any firm 
commitment, ideological or otherwise, 
and became subject to wide emotional 
swings in both directions. 

If the Bush administration had calcu¬ 
lated in advance the public opinion pay 
offs of a Gulf victory, it could not have 
been more astute In the face of moun¬ 
ting socio-economic woes at home- 
recession, homelessness, drugs, crime, lag¬ 
ging industrial competitiveness, banking 
crisis, debt, deficit, and an apparent in¬ 
ability to < ome to grips with any of them- 
-a domestic political crisis was looming on 
the horizon. Though a popularity boost 
was not an immediate imperative. Bush 
could not have missed the rare opportuni¬ 
ty presented by Saddam Hussein. Yet, at 
the outset of the crisis in July 1990 neither 
war nor a popularity coup were by any 
means assured, in no case was popular 
support the principal, or perhaps even a 
principal, motivation for US strategy in 
the Gulf. 

Recakturino Peace Dividend 

Fbr nearly 45 years the global balance 
of power between the two superpowers ef¬ 
fectively deterred direct engagements of 
dither superpower in anything but limited 
wars. In this sense, despite their horren¬ 
dous death tolls, even the wars in Korea. 
Vietnam, and Afghanistan were limited. 
Each was opposed by the other super¬ 
power, and along with it a significant 
body of international opinion. 

But the 1980s brought Ronald Reagan 
to power in the US, and with him a doubl¬ 
ing of the US defence budget to over S 300 
billion annually to cover the largest peace¬ 
time military build-up in history. Cruise 
missiles, stealth bom^rs, and SDI (stra¬ 
tegic defence initiative or ‘star wars’) were 
all included. The imperative of matching 
US expenditures to maintain the balance 
of power diverted Soviet investment from 
much-needed modernisation of infra¬ 
structure and consumer goods produc¬ 
tion, -and finally exhausted the patience 
of the Soviet people. The US, with well 
over twice the GNP of the USSR, saddled 
itself with the worst budgetary deficit in 
its history: but for the Soviet Union it 
spelt disaster. The consequent economic 
collapse and political fragmentation of the 
Soviet Union made it impossible to con¬ 
tinue projecting itself as a military super- 
jKiwer even though its armed might re¬ 
mained intact. This fact, followed by the 


dissolution of ^he Vliiarsaw pact, closed the 
final chapter onthe cold war. With the 
balance of power gone, the US became the 
sole superpower. George Bush's ‘new 
world order’ had already emerged, not as 
a consequence of US military victory in 
the Gulf war. but rather as a precondition 
for it. 

1 he end of the cold war initially gave 
rise to great hopes that for once the 
modern world could turn swords into 
ploughshares and reap the ‘peace divi¬ 
dend’. With no shortage of hunger, home¬ 
lessness, unemployment, and human 
despair, there could be no more sane alter¬ 
native Unfortunately, the Reagan military 
build-up also doubled the revenue con¬ 
tribution of arms industries to the US 
economy as well as the fiscal clout of the 
military bureaucracy. Those industries, 
which were fearing for their very survival 
in the post-cold war era, as well as the en¬ 
tire military hierarchy—the military- 
industrial complex—could not have been 
more overjoyed when the Gulf crisis came 
along. Hardly six weeks after the Iraqi in¬ 
vasion of Kuwait, the Pentagon proposed 
the largest arms sale in history: $ 21 billion 
of advanced hardware, including fighter 
planes, helicopters, and misales, for Saudi 
Arabia. Desert Shield was not merely a 
defensive deployment, but also a first op¬ 
portunity to test new hi-tech weapons 
systems in desert exercises. Desert Storm 
provided the first combat experience for 
the F-117A Stealth fighter-bomber and 
Tomahawk cruise missile. But most im¬ 
portantly, the Gulf war was a new nison 
d’etre, even if only a temporary one, for 
the entire military-industrial complex. 
And that meant that much of the ‘peace 
dividend’ could be ploughed back into the 
armed forces and the defence industries. 
It was only with the federal debt touching 
$ 4,000 billion (over two-thirds of GNP) 
in 1992 that the political pressure to cut 
defence expenditures and close scores of 
military bases could no longer be held 
back. 

That oil is virtually the life blood of itie 
US economy and of the American psyche 
is not difficult to understand. The US with 
less than S per cent of the world’s popula¬ 
tion consumes nearly 40 per cent of its 
gasoline and approximately 30 per cent of 


its crude oil. A central feature of the 
American way of life is the automobile, 
not merely as a means of transportation 
but as the symbol of personal mobility. 
In fact, the personal automobile has 
become so much a way of life that in some 
area.s, such as Los Angeles, the number 
of automobiles is very nearly equal to the 
number oi persons. It is no wonder that 
petroleum is more important to the way 
of life in the US than in other industrialis¬ 
ed countries. 

Europe and Japan, through co-ordinated 
energy policies, have progressively reduc¬ 
ed their energy dependence on imported 
oil since the OPEC price shock of 1974. 
By contrast, the US dependence on im¬ 
ported oil has resumed its rise during the 
latter half of the 1980s owing to a drop 
in domestic oii exploration consequent to 
low world oil prices, environmenul risks 
of off-shore drilling, depletion of reserves, 
and the general lack of a comprehensive 
energy policy. US indigenous crud; oil 
production declined from 9.0 million bar¬ 
rels per day (mb/d) in 198S to 7.4 mb/d 
in 1990, while imports nearly doubled 
from 3.1 to 3.9 mb/d during the same 
period.'® 

During the 1980s, US policy called for 
shifting its oil import dependence away 
from t^e volatile West Asia towards the 
shorter supply lines of the Americas, and 
diversifying to sources outside of OPEC' 
(such as Canada and Mexico). Between 
1980 and 1990 the US crude oil imports 
from Mexico, Venezuela, and Canada rose 
from 0.87 mb/d to 1.99 mb/d." However, 
this was not enough to stem the renewed 
demand for oil from the upper Persian- 
Arabian Gulf after 1983 (Tkble I). 

Another difference between the US ver¬ 
sus Europe and Japan is end-user $ens.ii 
vity to crude oil price fluctuationv. 
Vulnerable end-users include not only in 
dividual consumers, but the entire trans¬ 
portation indusiry, and in particular 'he 
commciciai airlines which claim that iwo- 
thirds of their operating expenses arc for 
aviation fuel. For example, dtnng the 
1980s, some 40-h^ pei cent of the cost of 
gasoline in the US went to pay the cost 
of crude oil including all extraction co.sts, 
compared to 30-45 per cent in Europe and 
Japan due to higher taxation.'- As a 
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fcsult. the doubling of crude oil prices 
before the Guff war translated into a 35-40 
per cent price increase in the US versus 
a typically smaller rise in Europe and 
Japan. This played a pivotal role in 
precipitating economic recession in the 
US, and drove a number of US airlines— 
including Continental, US Air, and Pan 
Am—ever closer to financial collapse. 

Yet high oil prices are not the only 
source of concern for the US. The Gulf 
oil boom of 1974-1981 was followed by a 
collapse both of oil prices and Gulf oil 
exports during 1982-1985. George Bush, 
then vice president under Ronald Reagan, 
once complained to the Saudis that oil 
prices had fallen so low that they were 
driving smaller US oil and oil exploration 
companies out of business. Another fac¬ 
tor was that the US economy was then in 
an expansionary phase with inflation 
under control and lower oil prices were 
not needed to sustain that expansion. By 
contrast, in 1990 the US economy was 
already showing signs of weakness, and 
a recession was on the horizon. A specu¬ 
lative hike in oil prices would certainly ex¬ 
acerbate the recession. Hence, what the 
US corporate interests seek is neither low 
nor high oil prices, but rather stable and 
predictable oil price.s. 

In fact, the Gulf war did more than 
that. It obligated the Arab oil-exporting 
sheikhdoms—Kuwait, Saudi Arabia, 
Qatar, and the UAF — to seek protection 
under the US military and geopolitical 
umbrella. Since these countries comprise 
four of the 13 OPEC member sutes, that 
effectively buys the US, in terms of 
political influence, an ex officio seat in 
OPb'C. Venezuela and Ecuador are already 
too dependent on the US market. Excep¬ 
ting Iraq, Iran, Libya, and Algeria, fear 
of reprisals will likely keep the remaining 
OPEC members (Nigeria, Gabon, and 
Indonesia) more or less in line with (he 
US policy. That all but guarantees a com¬ 
fortable OPEC majoiity in support of 
stable and predictable oil prices. 

A favourite joke says that it the main 
export of Kuwait were broccoli (George 
Bush hates buiccoi') instead of oil, the US 
would never have gone to war. Some 
critics base called K u war for oil. Indeed 
what IS at stake in the Persian-Arabian 
Gulf is no less than 54 per cent of the 
world's proven oil reserves (Table 2). Con¬ 
sider that (luring the crisis Iraq and 
Kuwait together had been withdrawn from 
the US sphere ot inllucnee, Iran had been 
defying the t:s hegemony since the 
Islamic revolutiot: m 1979, and Saudi Ara¬ 
bian oil fields alone the easiein coast 
could, if defended b' ih>. Saudis alone, be 
overtun by Iraqi Irt'ops aliiiosr as easily 
as Kuwait This hypotlKi.ical ihicai to the 
oil jugular ol die iiuhisinaliscd wjsiein 


world could have taken 48 per cent of the 
world’s proven oil reserves out of the 
sphere of western influence. 

However, that this scenario would have 
ever threatened the sustained supply of oil 
from the Gulf to the industriali.>cd west 
was never at issue. Both Iraq and Iran have 
war-shattered economies whose only 
.salvation is enhanced oil revenues. Iraq in 
particular has some S 7S-80 billion in ex¬ 
ternal debt as a direct result of its war with 
Iran. Saudi Arabia too, whose GNP was 
cut in half by plummeting oil revenues 
(from $ 108 billion in 1981 to $ 20 billion 
in 1988), completed eight consecutive 
years of severe budgetary deficit in 1990. 
The first five years were covered by draw¬ 
ing on once vast foreign reserves; the ia.st 
three years were largely met by borrowing. 
Since the entire third world could not 
afford but a tiny fraction of these oil 
exports, Iraq, Kuwait, Iran, and Saudi 
Arabia—regardless of government— 
would have no choice but to continue sell¬ 
ing the vast bulk of their oil to western 
Europe, Japan, and the US. Moreover, 
none have ever signalled the slightest 
thought of doing otherwise. 

Why then did the US government act 
against Iraq with such determination and 
force unprecedented since the second 
world war? Given that UN trade .sanctions 
against Iraq were almost universally ac¬ 
cepted by the world community, save 
some petty trading across the Iranian 
border, why was war the only solution? 

Is Oil. iHL Only Reason? 

Before the war Kuwait accounted for 
only 1.8 per cent of US crude oil imports. 
In turn, Kuwait derived more of its na¬ 
tional income from overseas financial 
investments than from oil revenues. Each 
of the oil-exporting Gulf states has ac¬ 
cumulated huge financial reserves and in¬ 
vested them in the UK. US. Switzerland, 
and other capitalist countries. However, 
unlike Iraq and Saudi Arabia, which have 
also incurred enormous external debts on 
the order of $ 70-80 billion each, Kuwait 
has no worrisome external debt burden. 
Official estimates of the overseas in¬ 
vestments of ihe Kuwaiti government have 
been placed at more than S KX) billion, 
but it is widely believed that the real figure 
may be more than twice that amount. 
And Ih > does not include the vast private 
investments of the Kuwaiti royal family. 
While the Iraqi and Saudi governments 
have been cautiously selling foreign assets 
to pay part of their operating deficits, the 
Kuwaiti government had been continuing 
to seek new investment opportunities — 
that is, until August 2, 1990. The Iraqi in¬ 
vasion interrupted that capital flow into 
the US and other industrialised countries. 
Yet (he rise and fall of international 


capital flows in acoordan^ wlth markn 
pressures are routine events in the global 
economic system. So why was this inter¬ 
ruption so intensely crucial to policy plan¬ 
ners at the While House? 

From the day Iraq invaded, the Bush 
administration has insisted on the restora¬ 
tion of the ‘legitimate government' of 
Kuwait, that is, the ruling al-Sabah family, 
as'one of the key preconditions to resolv¬ 
ing the crisis. Yet, the Kuwaiti democratic 
opposition was equally favourable to the 
US-led coalition and certainly no less 
eager to resume oil exports at stable prices 
acceptable to the west. The reason for the 
US insistence was not merely control over 
the flow of Kuwaiti oil, but more impor¬ 
tantly control over its global investments. 

To understand Ihe reason, first, one 
must understand the scope and nature of 
Kuwaiti investments in the centres of 
western financial power. Second, this must 
be viewed in the context of the conditions 
in the US economy and state financing. 
Placing Kuwait in perspective, while it 
may have one of the world's highest per 
capita incomes, its GNP amounted to S 23 
billion in 1989-90—small by western stan¬ 
dards. If official figures of foreign direct 
investment in the US by ultimate bene¬ 
ficial owner are any indicator, the entire 
west Asia’s S 9.2 billion in 1989 is dwarfed 
by Ihe UK’s $ 60.6 billion or Japan's $ 33.3 
billion. But within west Asia Kuwait’s 
S 4.9 billion far exceeds .second-placed 
Saudi Arabia’s S 1.4 billion." Foreign 
direct investment is, of course, but a small 
fraction of total foreign investment. 
Foreign direct investment is defined by the 
US department of commerce as applying 
only to those business enterprises in which 
at least 10 per cent is owned, directly or 
indirectly, by a foreign entity. Moreover, 
direct investments include neither port¬ 
folio investments—i e, government securi¬ 
ties, bonds, and smaller stock holdings— 
nor individually-owned real estate and 
bank accounts. 

Kuw/ .r.i Gijobai. Inve^menis 

A major channel of Kuwaiti state in¬ 
vestment is the Kuwait Petroleum Cor¬ 
poration (KPC), the umbrella organisa¬ 
tion created to run Kuwait’s oil industry. 
It controls various companies responsible 
for domestic oil production, Kuwait Oil 
Company (KOC); domestic refining and 
distribution, Kuwait National Petroleum 
Company (KNPC); marketing of by¬ 
products of refining. Petrochemical In¬ 
dustries Company (PIC); and transport of 
exported oil. Kuwait Oil Tinker Company 
(KOTC). However, beyond these tradi¬ 
tional activities, KPC owns and operates 
the Kuwait Foreign Petroleum Exploration 
Company (KUFPEC) which performs oil 
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Mpioation in 14 couMriet, mostly in Asia 
and Africa. Incorporated in the Cayman 
islands, it is now based in London. Kuwait 
Petroleum International (KPI) is the 
overseas marketing arm of KK. Also 
based in London, it operates three refi¬ 
neries in Italy, Denmark and the Nether¬ 
lands and a vast distribution network of 
some 6700 Q8 retail gasoline stations in 
Italy, Denmark, Sweden. UK, Belgium 
and the Netherlands. Kuwait Petroleum 
International Aviation Company, operat¬ 
ing out of the UK, supplies jet fuel to SO 
airlines at 14 airports around the world. 
In 1981 KPC acquired the California- 
based oil and gas exploration firm Santa 
Fe International, which operates in Ibxas, 
Oklahoma, and the North Sea. Overall. 
KPC was ranked the lOth largest oil com¬ 
pany in the world.'* No longer critically 
dependent,on the supply of oil from 
Kuwait, it buys crude oil. refines and sells 
petroleum products around the world. 

In recent years, KPC has continued to 
expand the scope of its operations. In 
1990, by acquiring Mobil Oil Italiana 
S p A from its American parent, it in¬ 
creased its retail outlets from 1,600 to 
3,800 in Italy alone and increased its share 
of the Italian petroleum products market 
to II per cent.” Even during the occupa¬ 
tion of Kuwait, and almost on the eve of 
the war in January 1991, it announced a 
joint venture in Hungary to operate 17 Q8 
gasoline stations and to invest S 100 
million to modernise an aging oil refi¬ 
nery.'* In the US. KPC holds large 
passive financial investments in such oil 
giants as Atlantic Richfield (An:o) (3.9 per 
cent), Phillips Petroleum (2.4 per cent), 
and various Houston-based oil and gas ex¬ 
ploration firms. 

However, the principal official channel 
for Kuwaiti state investment overseas is the 
Kuwait Investment Authority (KIA), an 
agenCy attached to the ministry of finance 
The KIA oversees the Kuwait Investment 
Office (KIO) headquartered in London 
and the Kuwaiti General Reserve, which 
maintains, among other assets, over three- 
quarters of official Kuwaiti gold reserves 
in European vaults. With the vast accu¬ 
mulated surpluses of the reserve, the KIO 
has invested prudently in a diversified 
portfolio, seeking not merely income and 
growth, but long-term (inancial partner¬ 
ships io country after country. 

Although the KIO portfolio is distri¬ 
buted worldwide, roughly a fifth of its 
assets are concentrated in London, esti¬ 
mated at $ SO billion. Indeed, some of its 
largest equity investments are in British 
firms. Most notable is its interest in the 
oil giant British Petroleum (BP), Britain’s 
largest corporation and the largest dome¬ 
stic oil producer in the US through its 
takeover of Standard Oil Company. The 


Kuwait-fiP connexion goes Juuk to the 
discovery of oil in Kuwait in 1938. BP and 
Gulf Oil held equal shares in the former 
Kuwait Oil Company until the Kuwaiti 
government began acquisition in 1974. 
Then in 1987 as part of prime minister 
Margaret Thatcher's programme of dena¬ 
tionalisation, the British government 
decided to sell off its remaining 31.3 per 
cent stake in BP. Initially valued at $ 13.3 
billion, it was its largest share offering 
ever. However, its plans were interrupted 
by the worldwide stock market crash in 
October 1987, which left most of the 
shares unwanted in the hands of under¬ 
writers. Then the KIO stepped in to buy 
all remaining shares to spare the British 
government the embarrassment and ex¬ 
pense of seeing the huge offering fail. 
When the offering finally closed on 
January 6,1988, the KIO bailout enabled 
the British government to salvage S 9.7 
billion from the sale.'^ 

The large Kuwaiti stake in BP initially 
prompted speculation that the KIO might 
seek some form of management control, 
but the KIO reaffirmed its style of keep¬ 
ing a low profile. In the rnomhs following, 
the KIO continued to gradually increase 
its stake in BP up to a peak of 21.68 per 
cent. By October 1988, political pressure 
had built up fears that the size of the KIO 
holding was not in the British national in¬ 
terest. The KIO offered to limit its voting 
in stockholder matters to 14.9 per cent of 
outstanding shares—only a fraction of its 
holding. Despite this the British govern¬ 
ment ordered the KIO to cut its stake in 
BP down to 9.9 per cent. Fearing a short¬ 
term capital lo.s5 of .some $ 600 million, 
the KIO announced in a rare move of de¬ 
fiance that it would Tight the order. Final¬ 
ly. after lengthy negotiations, BP agreed 
to buy back the excess shares from the 
KIO for S 4.37 billion which would give 
the KIO an average gain of 3.2 per 
cent.'* The entire story of KIO invest¬ 
ment in BP underlines the profound 
financial and political relationships bet¬ 
ween the Kuwaiti and British states, and 
their common interest in ultimately resolv¬ 
ing controversies in an amicable manner. 

The KIO's financial interest in the UK 
is certainly not limited to the petroleum 
industry. The KIO formerly owned 14.4 
per cent of the Royal Bank of Scotland 
before selling its holding in early 1990. It 
holds 10.3 per cent of Midland Bank, in 
which it has announced that it would stay 
out of management matters. It reportedly 
owns significant shareholdings in many of 
the top corporations traded on the Lon^n 
Slock Exchange. During the Gulf crisis, 
fears arose that Kuwait might sell off 
major holdings to pay for post-war re¬ 
construction and Its $ 16 billion pledge to 
the US military. Kuwaiti finance minister 


Sheikh Ali al-Khalifa toured European 
capitals to reassure them that Kuwait’s 
enormous assets would not be sold to 
cause prices on world financial markets 
to fall. He insisted that cash reserves, 
short-icrm market instruments, and even 
borrowing, if necessary, would be used 
to meet its commitments. Thus, on 
September 24, 1990 when the KIO con¬ 
firmed its first sale after (he Iraqi 
invasion—its 10.1 per cent stake in the 
British hotel operator. Mount Charlotte 
Investments, valued at S I <0.8 million— 
there was no panic. 

By some estimates the KIO has become 
the largest foreign investor in Spain. 
However, unlike its passive investment 
strategy in the UK, it has chosen to focus 
its assets and play an active role in 
management. After the KIO bought a 
major interest in Union Explosivos Rio 
Tinto S A, then Spain’s second largest 
company, it attempted a reorganisation 
that sparked local opposition. In March 
1988, the KIO moved to take control of 
Spain’s largest sugar reTiner, offering $ 220 
million for 34 per cent of Ebro S A on 
the Madrid Stock Exchange. Between 
1986 and 1989, the KIO rc-organi.sed an 
unprofitable paper manulacturer, 'lorras- 
Hostotch, into a flourishing holding com¬ 
pany for,its operations in Spain. The 
takeover was managed in sUges through 
two Dutch Tinanciat holding companies, 
Koolmes Holding BV and Kokmeew 
Holding BV. Renamed Grupo Torras SA, 
it now has assets of over $ 3.3 billion and 
interests in some 170 companies in the 
food, chemical, paper, and Tinancial ser¬ 
vice sectors. In 1989, the KIO sold its stake 
in another Spanish holding company that 
owns 10.3 per cent of Banco Central, in 
order to concentrate its Spanish invest¬ 
ments in industry. The proceeds went 
towards its S 1.1 billion bid to acquire the 
remaining 60 per cent of Torras that it did 
not already own.’*’ 
in Germany, (he KIO has purchased 
major interests in corporate giants like 
Hoechst (24.9 per cent), Daimler-Benz (17 
per cent), and Metallgescllschaft (IS per 
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cent). In Fnncc; the KIO has major sukes 
in Banque Paribas (S per cent), Banque 
Suez, the Cents and Parfinance financial 
houses, as well as in real estate. In Italy, 
the KIO holds a major share in Fiat.^' In 
1988 the KIO acquired a 10.3 per cent 
stake, valued at S 162 million, in Cunsoli* 
dated-Bathurst Inc, one of Canada’s 
largest paper manufacturers. The Power 
Corporation of Canada, which holds 
another 40 per cent, welcomed the KIO 
as “a very good, financially sound part¬ 
ner”.’* In the US, KIO investments have 
included many of the top corporations 
traded on the New York Stock Exchange 
US government bonds, and real estate. 
But, except in smaller enterprises, it has 
avoided conspicuous controlling interest.s. 

In Asia, the KIO is reportedly among 
the largest foreign financial investors in 
Japan. In Singapore in 1988, the KIO 
launched a takeover bid for SI per cent 
of First Capital Corporation. The bid was 
managed through a holding company in 
Hong Kong, Dao Heng Holdings, in 
which the KIO is a principal .shareholder. 
In 1990 the Singapore government issued 
tor sale 80 million shares in the Singapore 
Petroleum Company. The KIO bought the 
entire offering to acquire a 10.6 per cent 
interest.’' In Hong Kong, it became an 
investment partner in the colony's ninth 
largest bank. I'he financial empire is truly 
global. However, a conspicuous - oid in 
the pro-wesiern Kuwaiti investment stra¬ 
tegy has been the rest of the Arab world, 
which accounts for some of the {.lopiilar 
resentment against the al-Sabah family 
Perhaps more important than the mere 
magnitude of Kuwaiti msestment in the 
west IS ns lolc in stabiiising major finan¬ 
cial markets and the nature of its manage¬ 
ment partnerships in many countries. KIO 
strategy has stressed not only return on 
investment, but leveraging minority equity 
participation to secure alliances with the 
most politically powerful elites in the 
world. F-or example, in the US, it invested 
heavily in the politically influential 
Houston oil indusity which staunchly- 
backed Husti in the IVK8 presidential elec¬ 
tions. In Italy, the KK) purchased 6.7 pet 
cent ol Ifii. the holding company of one 
of Italy's most influential families, the 
Agnellis. In Malaysia the KKJ purcha.sed 
shares in the New Straits 'limes Press, 
owned hv the investment arm of the domi 
nani political party in the ruling gosern- 
meni (.iialiiiii'i '* When itisis came, these 
alliances oukI Is iM'.- J up support in every 
wi-sieMi i.' 1 'siii'iin.i,- jn,. also enabled 
Kiiwaii u: i.i.i:,'. • .. Ill c.siye public rela 
imns hill; ii'.ii • I , lunettiuiis in (he 
I '' i ^ M . 1 . u ■•I'.ewheie. 

\\ lien III.'at *'.il)aM -..oiiiiv was Itipplcl 
lioni "ii.sei ri\ iiii* i>i,,i*.ii)n, i! sent 
slunk -Aj Ill e.el i'l-i ii.'i:.!an c'-ni re 
lit we-i.e'i' tiiiaii-. i.i’ .c.i.i i il.iii i) :)i)w.-i 


On top of their common vital interest in 
the stable pricing and flow of oil from the 
Gulf, every western industrialised country 
was bound to the Kuwaitis by an intricate 
network of financial interdependence. 
This explains the unanimity with which 
the western world acted against Iraq. Had 
time been allowed for economic sanctions 
to lake effect in forcing Iraq out of 
Kuwait, the US and UK would have had 
little extraordinary leverage in ensuring the 
restoration of the al-Sabah family to 
power in Kuwaiti against the wishes of the 
Kuwait democratic opposition. War, on 
the other hand, transformed victors into 
heroes and muted initial opposition to 
rcimposiiion of the status quo ante. With 
the royal family back on its throne, the 
disposition of Kuwait's vast overseas 
financial empire was secured. The im¬ 
mediate threat of a sellroff of even a small 
fraction of Kuwaiti investments which 
could precipitate a panic on world finan¬ 
cial markets was averted. Also deferred 
was the longer-term risk to the west that 
a new government in Kuwait might funda- 
ntentally alter its global investment pat¬ 
tern Ol demand a greater role in the 
management of corporations in which it 
already had a major financial interest. 

Yet, It is western Europe, not the US. 
which had the most to lose in the demise 
of Kuwait, both in terms of dependence 
ivn Kuwaiti oil and Kuwaiti inves'tmcnt.s. 
No doubt, the British government was a 
leading militant. Why then was the US the 
least patient with sanctions and the fore¬ 
most proponent of a military solution? 
No doubt the American self-image as the 
leading superpower prompted the Bush 
administration to seize the initiative. The 
real answer comes from the US economy 
itself and its changing position in the con¬ 
text of the world economy. 

A War For US Economy 

In 1945, with Europe and Japan in 
ruins and the British empire crumbling, 
the US emerged as the undisputed leader 
and wealthiest econumy on the planet. It 
had the highest per capita income, the 
.strongest iiidiisirial base, .seemingly 
boundless agricultural abundance, and 
was in a po.si'ii'i: to underwrite the 
recoiistruciioii of Euiope with the S .30 
hir'yin Marshall Plan. 

By 1990, the world's largc.st creditor na¬ 
tion had become 'is largest debtor. Us 
federal guvcrniiic:i> had incurred a debt 
of t>vei ■* '*K) I'lllioii- nearly 60 per cent 
ol fi.NI’ ot which as much as $ 800 
hil!ii.iii tii.is dclually he owed directly or 
indiit'iii, (o i.ireigncrs. Its largest 
states ■' .liii'iiIlia. Pennsylvania, New 
York, and . mers and virtually every one 
ol Its u .,1 cities- New York (jiy. 
F''hiiad'.‘i|ihia, .San (ianci.sco, Ixrs Angeles— 


viett also flKing iheir wofsf deficiu'eyeir. 

in 1980, the US still accounted for ova 
half of the world equity niarka capitalisa¬ 
tion (total market value of all stocks) of 
S 2,300 billion. But as share prices zoomed 
in Japan and equity markets rapidly ex¬ 
panded. elsewhere during the decade to 
S I0,I(X) billion, the US share declined to 
30 per cent, second behind Japan’s 40 per 
cent.” Nervousness on the stock markets 
had triggered wild fluctuations in share 
prices. By 1990 with its real estate market 
in a slump, the cost of bailing out its fail¬ 
ing savings and loans (banks that specia¬ 
lise in mortgage lending) had topped S 116 
billion, with projections going as high as 
$ S(X) billion.’* Major bank.s-, such as the 
Bank of New England, were following suit 
into bankruptcy. There was talk of serious 
rmancial trouble in the giant insurance in- 
dustiy, as several of its members ceased 
to meet 'heir obligations to insurecs. Not 
one of the four pillars of high rinance was 
in what anyone could call good health. 
And all this would be exacerbated by a 
recession triggered by higher oil prices and 
a lull in investor and consumer confidence 
consequent to uncertainty in the Gulf. 

Meanwhile, labour productivity had 
fallen behind those of Germany and 
Japan Both low and hi-tech maauraclur- 
ing were tleeing the country in search of 
clieaiN;! labour markets. The US had 
already fjlleii behind in .such high tech¬ 
nology fields as consumer electronics, 
automobiles, robotics, memory chips, 
high-definition television and optici ! iti- 
formation storage. It mainiaMicd its lead 
in biotechnology, microprocessors, civil 
aviation, and, of course, advt need 
weapons systems. In times pa.st when free 
markets favoured the penetration of US 
investments and commodities overseas, 
the US government vigorously opposed 
market intervention. Today with the US 
losing its competitive edge, (is calling foi 
Japan, Taiwan, Korea, and other countries 
to set minimum quotas for US imports, 
such as the icquest for a 20 per cent share 
in Japan’s integrated circuit market. 

Altogether, this means that for the first 
time, the US must now borrow from 
forcigii investors to pay for everything 
from bailing out its failing banks lu 
foreign aid. it means that with the balance 
of payments deficit running at an annual 
rale of J 94 billion in 1990 (down from 
S 162 billion in I987j, the only way to pas 
for it is by foreign borrowing, foreign in 
vestment, or currens-y transactions by the 
major central banks. Of these, foreign tn- 
ve.stiTiini IS generally the least painlul. b 
means tha; to sustain technological (.um- 
poiiiivencs" iiisestmeni in hiinian tcsoui 
CCS and cJi'iial foimaiion 'tiiist iiicica.si 
which, in turn, depend n,- fureipn invc'* 
mem as a major soiit' e of gross tl 
means th.'il one of the 'cvi icalisiic picvs'ii 
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Hve AeaMm agaJnii fiiitbcr savings and 
loan or bank failures is infusions of new 
capital—again foreign capital. It means 
that in order to curb the real estate slump, 
confidence must be restored to stimulate 
new investment and to discourage a sell- 
off of existing holdings by foreign owners. 

Duri^ the 1980s, the US shifted 
dramatically from an next exporter of 
capital to a massive net imponer flhbie 3). 
The problem is that the chief sources of 
foreign finance capital into the US have 
been western Europe, Japan and the Gulf 
oil states, and the hnancial flows from at 
least two of them are in a contractionary 
phase. With the slowing of the US eco¬ 
nomy. interest rates have dropped to their 
lowest level in decades, short-term rates 
down to around 3 per cent in late 1992. 
Meanwhile, the reunification of Germany 
is effectively diverting capital flows from 
the former West Germany into reconstruc¬ 
tion and modernisation of the east. The 
new capital shortage has forced German 
short-term interest rates up to 10 per cent, 
attracting net inflows from the rest of 
western Europe. The opening up of other 
countries in eastern Europe and the new 
suies of the former Soviet Union to 
foreign investment and market forces is 
also diverting capital flows that might 
otherwise have gone into the US economy. 

In the Gulf, Saudi Arabia and Iraq now 
have large operating deficits for which 
they must either borrow or divest. Even 
the windfall revenues the Saudis received 
for boosting oil production and higher oil 
prices during the Gulf crisis will be entire¬ 
ly consumed by war costs and the $ 16 
billion pledged lo the US for Desert 
Storm. That leaves Japan, which has been 
under stiff pressure from the US to cut its 
enormous trade surplus. That effort had 
successfully slashed Japan’s current ac¬ 
count surplus from S 87.0 billion in 1987 
to an estimated S 47.2 billion in 1990. 
However, during the same period the US 
capiul account deficit (capital investment 
outflow) has risen from S 44.8 billion to 
an estimated S 78.0 billion.’^ In 1990, the 
deficit of $ 30.8 billion would have to be 
made up by the central banks buying 
Japanese yen. Pressures to moderate this 
flow have made significant increases in 
Japan's investment rate in the US unlikely 
for the moment. If the Gulf war provided 
any relief, it was only temporary. The US 
current account deficit, dipping in 1991, 
has rebounded in 1992 with the slowing 
of global demand for US products. Mean¬ 
while, Japan’s overall current account 
surplus has nearly tripled since then.^" 

The North American Free Trade Agree- 
nicnt (NAFTA) is one step in the direc¬ 
tion of rtasserting dominance through the 
larger aggregate economic unit of the US, 
Canada, and Mexico. It is also motivated 


by thg deaiit to reduce the f^t of capital 
from the US as an economic unit, by |ho- 
viding free trade incentives to divert that 
capiul flight into Mexico and Canada 
where it will be reuined within the larger 
economic unit esublished by NAFTA. 
However, the measure has remained con¬ 
troversial because the accelerated flight of 
American jobs, while opening new oppor¬ 
tunities for American business, will be of 
little reassurance to American workers. 

The net impact of all this is that tradi¬ 
tional sources of foreign investment are 
temporarily dwindling or moderating, and 
the market conditions for caintal flight arc 
increasing. Meanwhile, the US is starving 
for foreign investment to finance iu cur¬ 
rent account dcTicit, its sute fiscal deTicits, 
and in some measure its private sector 
economic growth. This vastly magnifies 
the relative importance of continued 
petrodollar recycling from Kuwait and the 
rest of the Gulf back into the US eco¬ 
nomy. The Iraqi occupation of Kuwait in¬ 
terrupted the petrodollar recycling from 
Kuwait. The war itself had two seemingly 
contradictory effects. First, it restored the 
political status quo ante necessary to 
resume the compliant petrodollar flow 
from Kuwait. Snond, it multiplied the 
short-term and intermediate-term capitid 
requirements for reconstruction of Kuwait 
consequent to damage brought about by 
the war. This has temporarily reduced 
petrodollar flows into the US and UK. But 
when traded off against no foreseeable 
petrodollar flow from Kuwait at all, the 
war clearly served the longer-term interests 
of US and western economies. However, 
their true significance lies not so much in 
the absolute magnitude of the petrodollar 
flow, which is actually infinitesimal in 
context of the US GNP, but rather in what 
that flow symbolises. 

What is at stake in Kuwait is not merely 
control over oil resources or oil profits. 


but more importamly the politico- econo¬ 
mic leverage consequent to control over 
the reinvestment of those profits. In the 
absence of intrinsic economic panmount- 
cy, US politico-economic leverage in a 
world market economy is ultimately bas¬ 
ed on credibility and confidence. And for 
both foreign investment and international 
borrowing power, confidence in the US 
dollar is crucial. 

For example, when Brazii, Mexico, 
Argentina, or many other developing 
countries incurred foreign debts so huge 
as to strain their abilities to make timely 
payments on interest and principal, the 
international lending institutions (IMF, 
World Bank, and multinational commer¬ 
cial banks) compelled them to devalue 
their currencies and drop investment bar¬ 
riers as preconditions to debt rescheduling. 
The open market provided no alternative 
source of credit except at prohibitive in¬ 
terest rates. Capital exporting countries 
considered third world debtor nations to 
be high risks, and hence, avoided investing 
in anything but direct equity holdings by 
multinational corporations. By contrast, 
the US, even as the world's largest debtor, 
can continue to borrow virtually without 
limit because creditors have confidence in 
its alnlity to repay—because the US dollar 
is still the world’s reference currency. 

At the turn of the century, the British 
pound was the world’s reference curren¬ 
cy, as most international transactions were 
made with reference to it. As nationalist 
movements began to erode the Ehitish em¬ 
pire, the decline of the pound made way 
for the US dolhu to gradually become the 
world’s reference currency. From 1934 to 
1971, the dollar’s credibility was maintain¬ 
ed by the gold standard—tying its value 
to gold at S IS per ounce. As the US 
balance of payments deteriorated in the 
late 1960s, downward pressure on the 
dollar raised doubts about the ability of 
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the US to maintain convertibility of the 
dollar into gold at the ofricial price. Final* 
ly, amid increasing currency speculation, 
the gold standard was abolished in August 
1971 and the dollar was devalued against 
the Deutsch mark and other currencies. 
Nevertheless, the US had long since 
become the world's banker in the sense 
that much foreign trade and investment 
had come to be transacted in dollars even 
when American firms were not involved. 
Central banks around the world had come 
to stabilise their own currencies in foreign 
exchange markets through transactions in 
dollars. Foreign exchange reserves also 
tended to be maintained in dollars. With 
the expansion of international trade, there 
was a need to increase the supply of the 
medium of exchange and reserve assets in 
those countries. This inherent demand for 
dollars provided a convenient way to meet 
the US balance of payments deficit (then 
very modest by today’s standards). 

Then in 1974, the quadrupling of the 
price of crude oil—also denominated in 
dollars—gave renewed strategic impor¬ 
tance to the dollar as the world’s reference 
currency. High oil prices spawned simul¬ 
taneous economic stagnation and infla¬ 
tion (‘stagflation’), high interest rates, and 
a strong dollar. Then in the early 198()s, 
oil prices tumbled with increased supply 
(from Alaska and the North Sea) and 
reduced demand (energy conser^tion). 
Ronald Reagan’s policy of ‘spend now, 
pay later’ to sustain short-term economic 
expansion and the miliUuy build-up trig¬ 
gered the spiral of debt and deficit in 
which the US Finds itself trapped today. 
A weaker dollar and severe structural im¬ 
balances between the US economy and its 
chief trading partners threatened the 
credibility of the dollar as the world’s 
reference currency. Unable to reaffirm its 
primacy through economic performance, 
the Gulf war was an opportunity to 
reas.sert that credibility through extra- 
economic means—political initiative and 
military force. This time the centrality of 
the dollar in world markets derives, in 
essence, not from inherent strength, but 
rather by virtue of the US being the pre¬ 
eminent global powei. As the global ‘gen¬ 
darme' protecting the flows of oil and 
capital serve to the entire western in- 
dustria!i.sed world, it claims a special 
‘right’ to continue to have the dollar serve 
as the world’s reference currency. As the 
proic-’tor of wtrrid economic stability, it 
receives a certain unique respect in the 
mass psychology of world Financial 
markets. Defsing sagging US interest 
rates, the US dollar climbed from a low 
of DM 1.4.S at the beginning ot the Gulf 
war to DM 1.70 one month after the 
cease-Fire- a rise ot 17 per cent. Never¬ 
theless. this cannot alter the longer-term 


underlying weakness of the dollar which 
has since fallen back to below pre-war 
levels. 

DiRtx i Economic PAVonii of War 

The Gulf Co-operation Council (GCC) 
countries—Saudi Arabia, Kuwait. UAE, 
Qatar. Bahrain, and Oman—all of whose 
ruling monarchies felt threatened by the 
Iraqi occupation of Kuwait arc now deep¬ 
ly indebted to the US for coming to their 
defence and demolishing the threat. But 
the US involvement has not come without 
strings attached. Even before the US-led 
invasion began, the Bush administration 
had been urging Kuwaiti officials in exile 
to give US firms a leading role in rebuild¬ 
ing the country once the Iraqi occupation 
was ended. In fact, American corporate 
executives had the first opportunities, 
meeting in Saudi Arabia, to vie for larger 
shares of future contracts. The preli¬ 
minary budget for Kuwait’s recovery was 
at least S 70-80 billion, but the final cost 
may well excetxl S 200 billion over the next 
10 years. Among contracts for the first 
phase of emergency reconstruction in 
Kuwait, 70 per cent by value have already 
been awarded no US companies. The 
British are a distant second. The biggest 
contracts—some $ 20 billion—have gone 
to giant engineering, construction, and 
oil-service Firms that put out the oil Fires, 
and are rebuilding shattered oil reFineries 
and restoring oil production. Another 
S 20 billion has bmn estimated for re¬ 


constructing other infrastructure, in¬ 
cluding transportation, communications, 
electricity and water supply, sanitation, 
and health carc.^ 

Despite financial reserves sufficient to 
meet the preliminary reconstruction 
budget. Kuwait has preferred to borrow 
against its oversea.s assets and even again.st 
future oil revenues (o avoid depicting its 
hard assets. Borrowing could eventually 
go a.s high as S 30-60 billion. Of course, 
US banks have been among the First to 
lake advantage of the opportunity. Citi¬ 
bank, Morgan Guaranty Trust, and 
Chemical Bank have already emerged 
among the big beneficiaries.. 

If and when a government acceptable 
to the US is installed in Baghdad, there 
will be additional massive contracts for 
the reconstruction of Iraq. Once again, a 
client regime in Baghdad would be obliged 
to allocate the bulk of the contracts to US 
Firms. However, an alternative scenario 
might eventually be the overthrow of 
Saddam Hussein by some son of coali¬ 
tion of the nationalist opposition which 
would not look favourably on US domi¬ 
nation. This may be one reason for US 
reluctance to openly support the various 
rebel groups in the Iraqi civil war. In the 
absence of a good candidate lo head a 
client regime, the US interest in Iraq is, 
for now, a limited or controlled desta¬ 
bilisation of the country. Nevertheless, any 
successor government in Baghdad, regard¬ 
less of orientation, will have a desperate 
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need for «ternal resources and tech¬ 
nology for the monumental task of na¬ 
tional reconstruction. In the ensuing 
scramble for civil contracts, US and 
western firms will invariably takg the big¬ 
gest share of the busine$.s. 

One of the lessons of the war with Iraq, 
as perceived in the west, is the need to curb 
the arms bazaar in \Mest Asia, particularly 
purchases by ‘unreliable* countries such 
as Iraq and Iran. Despite this, it is clear 
that the overriding thirst for profits in the 
west and political pressures in the West 
Asia are likely to accelerate it, particularly 
in the absence of a comprehensive peace 
in the le^on. Having dramatised the mili- 
ti^ vulnerability of all the oil-rich sutes, 
the Kuwaiti experience will place new 
urgency on members of the GCC to step 
up arms purchases. Once again the grati¬ 
tude of ruling monarchs to US leadership 
in the war is likely to translate into a direct 
windfall of perhaps $ 20 billion of addi¬ 
tional arms purchases from US manufac¬ 
turers. Moreover, the dramatic success of 
US hi-tech armaments will undoubtedly 
bring other third world countries flock¬ 
ing to US producers of winning weaponry. 
While the booming arms market will pro¬ 
vide opportunities as well for other coun¬ 
tries which have advanced weapons to 
sell—such as NATO nations, former >^r- 
saw Pact countries, China, Brazil, India, 
and North Korea—the US arms industry 
stands to gain the mo.st. 

As Arab members of the anti-Iraqi 
coalition, Egypt and Syria too will be 
seeking advanced US arms technology. 
Egypt has already received from the Bush 
administration promises of big increases 
in future military aid. Syria, however, as 
a front-line state in the confrontation with 
Israel, will continue to face staunch op¬ 
position from Israel and the powerful 
Zionist lobby in the US to its acquisition 
of sophisticated US arms. This is one 
reason wh] the US is for the first time ac¬ 
tively seeking some kind of peaceful set¬ 
tlement of the Palestinian issue. With its 
enhanced political leverage on both Syria 
and Israel consequent to the Gulf war, the 
US is presented with another rare window 
of opportunity to emerge as the peace 
broker in West Asia. With improved US- 
Syrian relations and, paradoxically, by 
partially reducing ten.sions, this could 
open the way for another round of arms 
purchases by Syria. 

While the US may be losing its compe¬ 
titive edge vu-a-vu Japan and Europe in 
producing and selling a wide range of 
manufactured goods, the Gulf war has 
demonstrated that it can still excel in sell¬ 
ing protection. Pledges to the US for war 
costs from Saudi Arabia (S 16 billion), 
Kuwait (S 16 billion), other GCC states, 
and non-combatant allies total $ S3.S 


billion. This amounts to a significant 
deduction from the huge US balance of 
paynicnis deficit. Moreover, now that the 
uar has proven to be short, costs to the 
US are closer to S 43 billion instead of the 
$ 60 billion projected earlier by the White 
Hoase. However, George Bush, in attemp¬ 
ting to avoid being seen as a war profiteer, 
has stuck to the higher figure, in fact, the 
US government has probably earned a 
lidy profit of over $ 10 billion from the 
war itself, although it will have a net ex¬ 
pense owing to aid and debt write-offs 
promised to Egypt, Israel, and other 
supporters. 

Ultimately by the time all the contracts 
for reconstruction of war damage and 
marginal increases in overseas arms sales 
resulting from the demonstrated superiori¬ 
ty of US firepower are counted, the US 
economy as a whole will show a signifi¬ 
cant surplus from the war. Even if poten¬ 
tial contracts for future reconstruction of 
Iraq arc excluded, conservatively the US 
economy aruld well experience a net gain 
of over S 30 billion as a direct result of 
the war (Table 4). But these direct finan¬ 
cial bcnclils are of minor imporotance 
compared with the far more profound im¬ 
pact of the reaffirmation of US politico- 
financial hegemony. 

Buying Votes at UN 

Seeking a veil of legitimacy from the 
United Nations, US secretary of state 
James Baker and other officials spent 
months in intensive shuttle diplomacy to 
secure support for a step-by-step process 
of condemnation, economic sanctions, 
embargo on food and humanitarian sup¬ 
plies, authorisation for use of force to 
eject Iraqi troops from Kuwait, and finally 
a draconian settlement of war reparations 
and demilitarisation of Iraq. The apparent 
consensus in the UN Security Council was 
not so much a result of any coincidence 
of national interests as of intense US 
political and financial pressure. Although 
precise details have not yet been made 
public, it is clear that Soviet and Chinese 
co-operation in the UN Security Council 
were rewarded with promises of loan 
guarantees and preferential investmerr tics 
at a time when both economics were suf¬ 
fering severe dislocations; the cost of non- 
cooperation would have been cancellation 
of some existing loans and political ostra¬ 
cism for ‘human rights* abuses. Colombia, 
which supported the US, was rewarded in 
precisely this manner with new loans and 
aid, while Yemen, which opposed the US, 
had its US-controlled loans and grants 
summarily cancelled. 

These events sent unequivocal signals 
to other third world countries when the 
US went searching for partners in the 
Desert Shield military coalition. Egypt 


received cancellation of S 7 billion in 
military debts to the US plus rights to 
military hardware left behind. Bangla¬ 
desh, Niger and Senegal, always desperate 
for economic assistance, received com¬ 
mitments for new aid. Morocco and 
Pakistan, already closely allied to Saudi 
Arabia, were similarly persuaded, i^istan 
was reportedly also given funds for 
mercenaries sent to Asir province in Saudi 
Arabia to fight in the border dispute with 
Yemen. Syria, despite its occupation of the 
greater pan of Lebanon, was given a green 
light to consolidate its control by driving 
the Christian militias out of Beirut. It was 
also promised S 1-2 billion in annual 
economic and military aid. Turkey received 
a 40 per cent increa.se in its textile impon 
quota to the U.S. Even non-combatant 
countries, such as India which reluctant¬ 
ly allowed the US to refuel its military air¬ 
craft at Indian air fields, received condi¬ 
tional loans from the IMF. For its. finan¬ 
cial contribution of S 9 billion, Japan was 
rewarded with a relaxation of US pressure 
on the terms of bilateral trade. 

Bush dt-clared that for the first time 
since the Korean War the UN was “fulfill¬ 
ing its promise as the international parlia¬ 
ment of peace” in adopting an unbroken 
string of security council resolutions 
against Iraq up to the authorisation for 
use of force. This was a veiled reference 
to the convergence of the US and USSR 
in world affairs and the former inability 
of the UN Security Council to act— 
allegedly due to Soviet obstruction of US- 
supported resolutions. However, quite the 
contrary, in the seven vears 1984-90, the 
US exercised its veto power over 30 times 
more often ilian the USSR (Tkble S), while 
the Soviets sided with the Americans on 
129 out of 1.14 affirmative votes. 

The resolutions most frequently vetoed 
by the US pertained to US policy in cen¬ 
tral AmeriLa, Israeli policy in the occupied 
territories, and South Africa. It is clear 
that the US attttudc towards international 
bc’dies has been completely opportunistic 
When world support could be mustered 
for US-.s(>on.<«rcd resolutions, it loudly 
condemned Iraqi intransigence Ybt when 
the International Court of Justice in The 
Hague on June 27, 1986 declared the US 
mining of Nicaraguan harbours and its 
sponsorship of the Contra war in viola¬ 
tion of international law, the US itself 
chose open defiance. 

The economic crisis in the west in 
general, and in the US in particular, have 
moved the US state to reassert its centrali¬ 
ty in global finance and capital through 
extra-economic means. This means both 
co-operation and contention with other 
industrialised nations. Mounting financial 
imbalances will fuel renewed economic 
and political rivalries among the indus- 
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trialised powers. But most importantly, 
now with the disintegration of Soviet 
power, deterrence and the global power 
balance are gone. The limits on conven¬ 
tional war have been lifted. The new world 
order signals the decline of east-west con¬ 
flict and the renewed primacy of north- 
south conflict. 
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The (Ex)Soviet Economy 

Towards a Reassessment of Contending 'Iveses 

Pareah Chattupadhyay 

This article reviews critically, from the point of view of Marx’s fundamental materialist categories, four basic 
alternative approaches to characterising the Soviet economy as socialist, marked by public ownership of the means 
of production and central planning; as a transitional economy between capitalism and socialism; as a sui generis 
exploiting economy neither socialist nor capitalist; and as a capitalist economy based on the labourers ’ separation 
from the conditions of production. 


WITH the collapse of 'really-existing 
socialism’ in eastern Europe and in the 
Soviet Union--claimed as the end of 
socialism tout court by its opponents— 
the old debate on the nature of the Soviet 
economy has assumed new relevance. The 
article goes back to Marx and. from the 
point of view of Marx’s fundamental 
materialist categories, reviews critically the 
four basic alternative approaches to 
characterising the Soviet economy; as 
socialist, marked by public (mainly state) 
ownership of the means of production 
and central planning; as a transitional 
economy between capitalism and 
socialism; as a sui generis exploiting 
economy neither socialist nor capitalist; 
and as a capitalist economy based on the 
labourers’ separation from the conditions 
of production. The paper is a Marxian 
essay in re-evaluating these theoretical 
positions. 

In what follows we start with a brief 
outline of the essentials of the Marxian 
concept of capital as a point of departure 
for a di.scussion of the contending theses 
concerning the Soviet experience. The 
following section (II) summarises the 
basic points in the contending positions. 
Section III critically analyses the natuR of 
the (ex)Soviet economy—mainly whether 
it has been capitalist or otherwise—in the 
light of the Marxian category of capital. 
The last section (IV) treats the question 
of ’restoration of capitalism’ as con¬ 
fronted by the contending theses. 

I 

(lapilal'a Double Exiatencr in Marx 

For Marx, capital ‘exists doubly’. It has 
an 'economic property’ and a ‘juridical 
property’ where the former refers to pro¬ 
duction relation and the latter to owner¬ 
ship relation [Marx 1962(b): 456, 460]. 

Marx conceives of capital’s ‘economic 
property’ in a singular way. First, capiul 
is not a ‘thing’; it is a specific social rela¬ 
tion of production given by the separation 
(opposition) between the labourers and 
the conditions of labour necessarily 
rendering the labourers wage labourers 
and the conditions capital. Secondly, 
capital’s economic existence has a double 


aspect. In essential reality capital is one 
‘social toulity’, corresponding to the 
capitalist class as a whole—this is Marx’s 
‘social toMi capital’ (hereafter STC)—but 
in phenomenal reality only its ‘fragments’ 
appear in the form of ‘many capitals’ 
reciprocally independent of one another. 

As to capital’s ‘juridical property’, it 
simply refleas capitd’s Economic proper¬ 
ty’ and arises from the latter. Even though 
the ownership relation is a juridical 
cat^ory, corresponding to the produaion 
relation, the cotiditions of labour need not 
assume a specific juridically recognised 
form in order to qualify as capital. It is 
sufficient if these are the non property of 
labourers (consequent upon the separa¬ 
tion between the two), and, in this sense, 
capiul is always ‘private property’ (of 
class) invariant with capitalism, l^is is 
Marx’s first sense of ‘private property in 
capital’ (unrecognised by jurisprudence) 
which, again, has a second sense (in Marx) 
as the private property of individuals 
(households). Capital which **in itself is 
based on the social mode of production” 
[Marx 1964:452)' at first manifests itself 
as private property in Marx’s second 
sense, combining ownership and function 
(of capital) in the same (individual) hands. 
Later, responding to the exigencies of a 
higher stage of capiul accumulation, 
private property in the latter sense 
undergoes a transformation when capiul 
is owned by ‘associated capitalists’ collec¬ 
tively (in different forms). In this latter 
case Marx speaks of ‘directly social 
capital’ (DSC) signifying the ‘‘aboli- 
lion/sublimaiion {aufhebung) of capiul 
as private property within the capitalist 
mode of production itselP' (Marx: ibid). 
Here capital as ‘ownership’ is separated 
from capital as ‘function’, and the 
capitalist appears as a simple ‘func¬ 
tionary’, a ‘bearer’ of capital, not 
necessarily its individual owner. The 
ultimate form of DSC—as the last limit 
of capital’s centralisation—could be one 
‘single national capiul’ under a single 
ownership [Marx l%S: 113^, its in¬ 
dividual units (of productioR) existing 
functionally divided as many capitals— 
reciprocally independent—without being 
juridically owned separately. 


11 

Character of isuviet Experience: 

Contending Theaes 

We now pass on to an analysis of the 
principal theoretical positions on the 
Soviet experience in the light of Marx’s 
basic categories. 

The ‘SociAiisr’ Case 

At least beginning with the middle 
1930s right up to the dissolution of the 
Soviet system the economy of the USSR 
had been presented by its spokespersons 
as socialist, claiming that the correspon¬ 
ding society was the realisation of the 
‘first phase of communism’ in the sense 
of Marx and it was accepted as such by 
the bulk of the partisans of the traditional 
communist parties, a large number of 
radical scholars as well as by most of the 
non-radical students of the Soviet 
economy who would otherwise oppose the 
Soviet system from a rightist point of 
view.^ 

This socialism was claimed (by its 
spokespersons) to be characterised 
basically by public (mainly state) 
ownership—identified with ‘social owner- 
ship^of the means of produaion, cen¬ 
tralised control and planning of the 
economy and distribution of consumer 
goods through their exchange against dif¬ 
ferential wages. While the produas of 
labour admittedly take value form and 
labour remuneration wage form— 
supposedly without contradicting socie¬ 
ty’s socialist character—commodity form 
of labour power is denied. Added to these 
are job security and extensive social 
benefits for the labourers. 

it can be shown without difficulty that 
while opposing 'ociatism to capiulism (he 
Soviet ideology- 'b^inning with its 
elaboration bv Ixnin himself—has never 
clearly distiiigt . ;hed betivec relatioiu of 
production, propaty relations and pro¬ 
perty forms while axiomatically identify¬ 
ing party-state rule with the proletarian 
rule. Particularly it has identified what 
Marx calls 'capitalist private property’ 
uniquely with the individual (household) 
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private propeny in capital and then 
eqtiaied the latter’s (jt^Uical) abolition 
with the installation of ‘public’ or 'social' 
ownership in the means of production, 
equating the latter again with the aboli¬ 
tion of capitalist relation of production 
and the establishment of socialism. This 
is, of course, most pronounced in the 
Stalinist representation of the Soviet 
ideology. The ‘victory of socialism' in the 
Soviet Union was in fact proclaimed by 
Stalin basically on the strength of this 
argument.' This 'logic' was inherited by 
the post-Stalin leadershipfs) of the coun¬ 
try and accepted more or less uncritically 
by the partisans and sympaihi.sers of the 
Soviet system (as well as by many of its 
opponents) all over the world. 

It should be clear that those who have 
argued the socialist character of the Soviet 
economy (society) mainly on the strength 
of the juridical elimination of (individual) 
private property in the means of produc¬ 
tion have, in effect, been asserting the end 
of capitalist relation of production and its 
replacement by socialist relations mainly 
on the basis of a legislative change of one 
form of ownership in the means of pro¬ 
duction into another. From a Marxian 
point of view the reasoning is doubly 
fallacious; first, confusing production 
relations with ownership relation, which 
is only the latter's ‘juridical expression’, 
and identifying ownership relation with a 
specific form of this relation, and, second¬ 
ly. deriving economic relation from 
juridical relation—in effect a specific 
form of this relation—instead of doing 
the opposite.^ 

The ‘public’ ownership of the means of 
production has been the premise for the 
other elements of Soviet socialist 
ideology; planned economy rendering the 
market mechanism ‘regulated’ (and non- 
spontaneous), allegedly contrary to 
capitalism, and the supposed absence of 
labour power as a commodity (given the 
assumption of labourers’ collective 
possession of the means of production) 
even with the (differential) wage form of 
labour remuneration. So once a specific 
property form was taken as standing for 
production relation the ‘socialist' case was 
further argued on the ba.sis of the specific 
forms of appearance of exchange relation 
and distribution relation—associated with 
this property form—supposed to be dif¬ 
ferent from those under capitalism. 
Thereby the upholders of Soviet 
’socialism’ completely stood Marx on his 
head. 

As regards the realiiv of Soviet 
‘socialism’ let us simply note here that 
through the state system of (vonumic ad¬ 
ministration and the siructute of the 
political system the Soviet “labouring 
population re.nained excluded from all 


decision-making processes" not only in 
the early period of this *socialism’ [Lorenz 
1976; 248| but also, throughout the whole 
period of this regime, the labouring 
population remained “alienated from 
ownership, from power and from the 
results of (their) labour” as the Soviet 
Academy of Sciences itself recognised two 
years before the collapse (‘Voprosy teorii’: 
2), thus exposing the reality of what 
Pasiernak had called the “inhuman reign 
of the lie”.’ 

‘NON-SrK.tAl.ISr-NON-CAPITAl.ISl 
(NSNC) Case 

A series of radical thinkers upholding 
the NSNC position have argued that the 
Soviet economy is of a new type with a 
new mode of production. Perhaps the 
dominant trend within this position holds 
that the society corresponding to it is an 
exploiting society sui generis and that 
there is a new ruling class—often termed 
‘bureaucracy—which derives ii. exploiting 
power by controlling the state which owns 
the means of production. What could 
perhaps be calM a minority trend within 
this position denies the existence of a new 
(ruling) class in this society holding that 
this is a “transitional society between 
capiulism and socialism” albeit under a 
‘bureaucratic degeneration’. 

First elaborated by B Rizzi (1976,1977) 
in his debate with L IVotsky and later 
followed by M Shachiman, M Djilas and 
others, the ‘bureaucnicy-non capitalist’ 
thesis (for the Soviet system) has today 
P M Sviwezy as perhaps its most eminent 
representative in the English speaking 
world* who has added nuances and 
refinements to the traditional position and 
has, perhaps more than anybody else in 
this tradition, tried to argue his position 
within a Marxian framework. The ‘tran¬ 
sitional society* thesis in quetion (for the 
USSR), originally elaborated by Trotsky, 
has its most important spokesperson in 
E Mandcl (1974, 1981, 1986) who holds 
that the USSR could not be accepted as 
a socialist society given the extreme 
‘bureaucratic degenemtion*. On the other 
hand its economy could not be considered 
as capitalist inasmuch as, given the state 
ownership of the means of production, 
centralist economic planning and state 
mono| ily of foreign irtuie together with 
the suppression of the right to private ap¬ 
propriation, there is neither generalised 
commodity production nor the sale of 
labour power as a commodity. Politically 
a workers’ state, the .society in question 
is “transitional between capitalism and 
socialism”. 

While there are basic differences bet¬ 
ween the majority and the minority 
NSNC positions on the question of the 


speciDc nature or the soviet society tneie 
seems to be a broad agreement between 
them as regards the characterisation of the 
Soviet economy as ‘non-capitalist’. Con¬ 
cerned in this paper as we are with the 
nature of the Smiet economy rather than 
with that of the Soviet society (at large) 
it is the arguments regarding the alleged 
non-capitalist character of that economy 
that interests us here. However, as this 
discussion involves the problem of the 
existence (or otherwise) of capitalism in 
the USSR we find it convenient first to 
give an outline of the third remaining 
position on the USSR before returning to 
the whole question. 

The ‘Capitalist’ Case 

The thesis characterising the Soviet 
economy as Capitalist’ has a long ancestry 
starting in the 2Qs, K Korsch being 
perhaps its most consistent upholder in 
its earlier phase Our following discussion 
is, however, limited to its more recent 
phase where we briefly outline the salient 
points of the positions of four of its 
most prominent representatives: A 
Bordiga, R Dunayevskaya. T Cliff and 
C Bettelheim.’ 

(a) A Bordiga: One of the founders of 
the Italian Communist Party but an arly 
dissident in the international communist 
movement, Bordiga started to consider 
Stalinist Russia as capitalist first during 
the second world war anonymously and 
then, at the end of the war, openly in a 
succession of writings. For Bordiga the 
October Revolution was—given the 
backwardness of the country—socialist 
only politically, it was capitalist 
economically. Tlie Stalinist ‘counter¬ 
revolution* was a political counter¬ 
revolution caused by the absence of world 
revolution. The economically capitalist 
structure of the country prov^ d^sive- 
ly stronger than its politically socialist 
superstructure and Stidinism was the in¬ 
stitutional indicator of this superiority. 
The' Russian economy was ‘defined’ by 
Bordiga as a ’state capitalism’, with a 
private and commodity type of distribu¬ 
tion of products, controlled totally by a 
central bureaucratic apparatus. The 
worker was “a seller of labour power” 
against wages from whom a part of labour 
was “extracted (as surplus-value) for the 
benefit of capitalism”. Bordiga emphasis¬ 
ed that “statisation must not be confus¬ 
ed with socialisation”, the former being 
perfectly compatible with capitalism 
[Bordiga 1946; 362, 370, 371]. Uter, 
however, Bordiga somewhat modified his 
earlier characterisation of the USSR as 
’state capitalist’, holding that Russia was 
not at the ultimate stage of capitalism ap¬ 
pearing as ‘integral sute capitalism’ (in the 
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s«[ise of Engels's Anti-^Duhring) 
(Ikcchinudi and Peregalli 1990]. In par¬ 
ticular the agrarian structure in the USSR 
remained incompteiely capitalist. The 
capital of the erstwhile kulaks mostly 
went to the collective farms, not to the 
state, and the immediate producers in 
agriculture were not fully wage labouters 
(Bordiga 1957,1966]. The economic pro¬ 
cess in Russia was the implanution of the 
capitalist mode of production under 
“backward, rural, feudal and Asiatic- 
Oriental conditions”. Once the pre- 
bourgeois property relations were done 
away with state industry was based on 
wage labour and commodity exchange. 
“All the manifesutions and superstruc¬ 
tures of such a regime coincide basically 
with all the forms of capitalism gushing 
forth and progressing ipmmmpente ed 
avamante) in its initial cycled’ {Bordiga in 
Tacchinard' and Peregalli 1990: 125]. 

(b) Rayj Dunayevskaytr. For Dunayev- 
skaya the relations of production in Russia 
changed at first imperceptibly along with 
the bureaucratisation of the apparatus 
and loss of control by the proletariat over 
the state and then at an accelerated pace 
under the 'Stalinist counter-revolution’ 
which inaugurated a ‘state capitalist 
economy’ [Dunayevskaya 1973: 21-22]. 
Russia’s state capitalism has its specifici¬ 
ty compared to “traditional capitalist 
society”. In both societies the same laws 

.of production would prevail but in 
Russian state capiulism the method of ap¬ 
propriation of surplus value is different 
given that here there is neither “legal titles 
to means of production nor competitive 
market for such means” [Dunayevskaya 
1973: 20). Under capitalism the individual 
agent of capital does not realise the 
surplus-value extracted in his/her factory. 
The particular agent only participates in 
the distribution of national surplus-value 
putting pressure on the aggregate capital. 
In the Russian case the pressure is exerted 
not through competition but through state 
planning (Dunayevskaya 1973: 21). But 
this mode of appropriation in no way af¬ 
fects either the existence of the law of 
value as the operative factor or the fact 
of divorce of the Russian worker from the 
means of production rendering him/her 
a seller of labour power against wages and 
thereby creating surplus-value for the 
masters of the means of production 
iDunayevskaya 1973: 22-23). 

(c) TCliff: For Cliff also Russia became 
‘state capitalist’ beginning with the 
Stalinist regime. However, according to 
him, the ruling cla.ss of Russia—its 
bureaucracy—was different from the 
traditional capitalist class, and to call 
Rus.sia state capitalist though ‘correct* was 
‘not sufficient’ inasmuch as one must em¬ 
phasise the differences in the juridical 


relations oerween me ruling class in Kussia 
and the one ip state capitalism evolving 
from ‘monopoly capitalism’. Hence the 
Russian case could more appropriately be 
called ‘bureaucratic state capitalism’ [Cliff 
1974: 170). As the ownership of all the 
enterprises belongs to the state (in Ru.ssia) 
and as the central planning regulates the 
economy there is no exchange of com¬ 
modities (Cliff 1974: 203). Similarly as 
there is only one employer of labour the 
sale of labour power is a mere formality. 
Hence if one abstracts from the relations 
of the Russian economy with the inter¬ 
national economy one has to conclude 
that “the law of value, as the motor and 
regulator of production, is not to be found 
in it”. However, as the Russian state 
capitalism depends on the world economy, 
that is, 'world competition’, the Russian 
state is in a similar position to the owner 
of a single capitalist enterprise competing 
with other capitalist enterprises [Cliff 
1974: 209). 

(d) Ch Bettelheim: One could see two 
distinct phases in Bettelheim’s thinking on 
capitalism in the USSR. In the first two 
volumes of his monumental work on the 
‘class struggles' in the USSR he, still a fer¬ 
vent Leninist, opines that the Soviet 
economy (society), in the course of the 
construction of socialism, was trans¬ 
formed into ‘stale capitalism’. The workers 
there do not control the means of produc¬ 
tion nor their products; they are simple 
wage labourers working for the valorisa¬ 
tion of the means of production. The 
industrial as well as agricultural enter¬ 
prises are administered by the directors— 
appointed from above—who command 
the workers. Under the cover of economic 
plans the employment of the means of 
production is determined by the laws of 
capital accumulation where the means of 
production appear as “collective capital 
directed by the state bourgeoisie*’. The par¬ 
ty in power is really the “party of func¬ 
tionaries of capital” [Bettelheim 1974: 
41-42). By the lime Bettelheim writes the 
two-part third volume of the above- 
mentioned work he abandons, to a con¬ 
siderable extent, his earlier position. He 
now qualifies the Soviet system as ‘party 
capitalism’ under a ‘party bourgeoisie’ to 
distinguish it from 'state capitalism’ in 
other countries where the party does not 
play as central a role as in the USSR. In 
the same way he tries to demonstrate the 
existence of capitalist competition in the 
Soviet economy. He further elaborates on 
the latter in his subsequent u,.oaie with 
Sweery." Finally, he now situates the 
beginning of Soviet capitalism with the 
Bolshevik seizure of power in 191? which, 
according to luiii, started a ‘capitalist 
revolution’ through the generalisation of 
wage labour by effecting a ‘radical separa¬ 


tion' oetween tne immediate producers 
and the means of production [Bettelheim 
1985: November). This was basically the 
position of K Korsch earlier. 

Ill 

Character of (Ex|Sovit*t Economy 

Now that we arc acquainted with the 
essential ideas of the contending theses— 
all claiming to be Marxian—about the 
character of the (ex)Savict economy let us. 
with the.se ideas in mind, examine this 
character itself in the light of the central 
Marxian category of capilal(ism), this lat¬ 
ter being the basic reference point of the 
discussants explicitly or implicitly. In this 
endeavour we propose to concentrate on 
the arguments offered by Sweezy on the 
character of the said economy inasmuch 
as more than anybody else he has tried to 
offer as a Marxist the most complete, 
cogent and lucid reasoning on behalf of 
his ‘non-capitalist’ position basing his 
discussion explicitly on the conception of 
‘capitalism*. While following Sweezy’s 
reasoning we shall also note the closeness 
of the conception of capitalism of some 
of the adherents of the opposite (that is, 
‘capitalist’) thesis to that of Sweezy. 

For .Sweezy the “determining charac¬ 
teristics of the economic foundation of 
capitalism” are (1) private capitalist 
ownership of the means of production, 

(2) competing character of separately 
existing units of social total capital, and 

(3) properiyless wage labourers producing 
bulk of the commodities [Sweezy 1980: 
139-140). Sweezy further emphasises that 
“capital-labour relation, while a basic and 
necessary feature of capitalism, is not by 
itself sufficient to define the capitalist 
system in its full historically developed 
form” and that “for such a deHnition it 
is necessary to add that capital exists noi 
as a single eniiiy... but as many capitals 
organised separately and acting in¬ 
dependently of one another” [Sweezy 
1985: 100-109). Coming to the “Soviet- 
type societies” he notes that of the three 
characteristics of capitalism advanced by 
him the first two have been eliminated 
there while the third is retained “with a 
.signiheant difference”, namely, guaranteed 
full employmetii for labourers. Sweezy 
adds that the “laws of value and capital 
accumulation keep opera'ing to the extent 
the private enterprise and fre<. w .it kets aie 
allowed to continue in exi.sienLc” [Sweezy 
1980; 141). 1 his -.icid of co jr.se imply ihe 
virtual abs' ■ ,•■. . • , ty priniuction 
and capital c ^unt. i. .'n the ‘Soviet 
type societies' given that private enterprise 
and free markets occupy very small posi¬ 
tions of their economic space. 

^fore coming to the question of appli¬ 
cability of Sweezy's theoretical criteria to 
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the Soviet experience we shall first con¬ 
sider his conceptualisation of capitalism 
in the light of Marx's. Somewhat revers¬ 
ing Sweezy’s order of presentation we first 
consider capital’s ‘economic propcirty’ and 
then pass on to its ‘juridical property’ a.s 
they appear in Sweezy’s discounie. 

for Marx ‘capital’ is “the separation of 
the labourer from the conditions, of pro¬ 
duction” (Marx 1962b; 4191. This 
characteristic of ‘separation’ distinguishes 
capitalism from all other modes; of pro¬ 
duction. Now Sweezy in his characterisa¬ 
tion of capitalism—given aboi/e—docs 
not mention this ‘separation’. Th e nearest 
he comes to is when he mentions his third 
characteristic which is non-ownership of 
the means of production by the kibourers. 
However, ‘separation’ and ‘non-oivnership’ 
are not equivalent terms. While the first 
implies the second the converse is not 
necessarily true. An immedisite and 
necessary consequence of this ‘separation’ 
is wage labour which Sweezy consaders as 
only one of the ‘determining charac¬ 
teristics’ of capitalism. In this, we submit. 
Sweezy is radically departing fnom the 
Marxian concept of capital, inasmuch as 
for Marx wage labour relation is /Aie deter¬ 
mining characteristic of capitalism. As 
Marx emphasises, capital is capital “only 
in regard to the negation of capiital; the 
effective (wirkiktw) non-capital is labour’’ 
(Marx 1953; I85j. That is why the “rela¬ 
tion between capital and wage labour 
determines the whole chancier of the 
capitalist mode of production" [Marx 
19M: 886-887; emphasis added]. Firmly 
holding on to the totality—singularity 
configuration of capital and knowing that 
wage labour relation is equivalent to 
generalised commodity production it is 
not difficult to show that all the particular 
features of capitalism follow from this 
single relation. 

As to Sweezy’s .second characteristic— 
competition of capitals—he, as it appears 
in a different text, seems to be using 
. Marx’s 'competition of capitals’ in the 
s ame sense a.s the classical economists’ 
‘1 ICC; competition' [SvwKzy 1V8I|. However 
ih c^«■a^r two very dift'erent concepts. 
Ui slike the clavsics Marx docs no. consider 
inc lividual capitals as ab.so'u el> indepen- 
dei It entities inas'i ■ h as they are the 
‘fra gnienis’ and hence determined by the 
‘soc ial total capital' (STC i-a concept 
fore ign to the classics, lor Mar>, it is the 
reci(. irocal independence ot the units of 
capii alisi pnxluction mutuallv eschanging 
their commodities th reb> each one siris- 
ing to realise its share of •.'ii.il (social; 
surplus-value, produced by the SIT' col- 
lectivtdy, that constitutes the competition 
of capitals (Marx IU53: 323; 1973: 3S| 3;t2; 
1959:1!0-21]. Th”. is, moreoser, completcSs 
independent of any specific lorrn of 


ownershiip over individual capitals. On the 
other hiind. competition of capitals “ap¬ 
pearing on the surface of the bourgeois 
society” is the necessary ‘exoteric’ aspect 
of capital, not its ‘esoteric’ aspect—as 
Marx would call it—and cannot be a 
delermini ng characteristic of capitalism. 
As a nece ssary manifestation of capital’s 
essence it is determined by capital-wage 
labour relation constituting the essence of 
capital. 

Cominit to capital’s ‘juridical property’, 
it is priva le (capitalist) ownership of the 
means of production that Sweezy presents 
as a determining characteristic of 
capitalism. Jt seems that Sweezy is using 
the concept of ‘private ownershipl in its 
traditionally (commonly) accepted 
sense—that is, private property of in¬ 
dividuals (households), in other words, in 
what we rarlier called Marx’s second sense 
of privati; property, not in Marx’s first and 
(what we; consider as) fundamental sense, 
in the sense of class property (equivalent 
to the non-property of the labourers) 
irrespective of its specific juridically 
recognised configuration. Individual 
private property in the means of produc¬ 
tion is only a particular historical form 
of property in which capital manife$t.s 
itself juridically at .the initial stage of ac¬ 
cumulation (of capital). It is the “old form 
in which the means of production ap¬ 
pears” [Marx 1964: 456). As we know 
Marx already speaks of ‘abolition’ 
(‘sublimation’) of individual private 
ownership of the means of production 
withiin capiulism itself at a certain stage 
of its development when it becomes a hin¬ 
drance to furtfier accumulation of capital, 
the consequence of the process ^ing 
DSC. Hence Sweezy’s characterisation of 
the juridical property of capital remains 
partiail and incomplete. 

Thus it seems, on the whole, (hat 
Sweezy’s concept of capitalism is not quite 
the same as Marx’s. 

We shall now examine, in the light of 
Marx's concept of capital(isni) the 
relevance, for the Soviet economy, of th:* 
principal arguments of the N.SNC :e id. 
cy (as well as the ‘socialist’ tendency) 
about its alleged ‘non-capitalis:* character. 
Here again we shall first deal with the 
‘economic property’ of capital and then 
its ‘juridical property’. 

Wc start with the question of commodi¬ 
ty production in the USSR. We hold, con¬ 
trary to the general idea of the NSNC 
tendency (and ‘socialist’ tendency), that 
commodity production is not necessarily 
based on the existence of juridically 
separate (private) properties over the 
means oi production. In Marx's well 
known formulation—‘the objects of 
utility become commodities only because 
they srt the products of private labours 


executed independently of one aitoiheif” 
[Marx 1962(a): 87]—tl^ is no necessary 
one-to-o.ie correspondence between 
'private labour’ and juridically recognis¬ 
ed private property in the means of pro¬ 
duction in order for the products to 
become commodities, particularly when 
commodities have ceased to be ‘simple 
commodities’ and have become Capitalist 
commodities’ (in the sense of Marx). 
‘Private labour’ here basically refers to 
non-directly social labour (at the level of 
society), whatever be the specific juridical 
form of property. 

True, Marx does say that the commodi¬ 
ty producers “must recognise one another 
as private proprietor” [Marx 1962(a): 99, 
102]. But as the whole relevant chapter of 
the book in question clearly shows, it 
refers to simple ‘exchange process’, aim- 
pie commodity production, where ‘private 
labour’, of course, coincides with “proper¬ 
ty of private individuals (households)” 
over tlw products of labour, where labour 
power itself is not yet a com.nodity; that 
is, where there is yet no capitalist com¬ 
modity production.” When simple com¬ 
modity production changes into capitali -1 
commodity production—within which 
itself juridical private property undergoes 
increasing transformation as Marx shows 
in detail—‘juridical relations correspon¬ 
ding to (simple) commodity production” 
would naturally be as little ‘everlasting’ 
(Marx 1962(a); 99] as the simple com¬ 
modity production itself. The rule that 
“labour time represented in the exchange 
value is the labour time of the individuaL.. 
his (her) labour time'’ [Marx 1958: 245; 
emphasis in the text]—where labour of the 
individual becomes social only through 
exchange—is strictly valid only in the case 
of simple commodity production; it is 
only ttwn that labour of the individuai/ 
private labourer and individual private 
labour co.ncide This rule and this coin¬ 
cidence are no longer valid under 
capitalist commodity production where 
each commodity is the product of com¬ 
bined labour of individu^ and ‘Vith the 
progres.s of centralisation (of capital)... 
production loses its private character and 
becomes a social process”, though with a 
’contradictory character’ [Marx 1962(b): 
445]. This ‘so^ process’ Marx calls ‘r^’ 
as opposed to ‘formar, as in the case of 
simple commodity production. 

Mowever, this ‘.val social process' does 
not, in capitalism, still have an immediale- 
ly (directly) social character at the level of 
society in the precise sense of being “the 
offspring of association which distributes 
the labour among its members” [Marx 
1953; 76]. Even at the stage of DSC with 
the abolition/sublimation of capitalist 
‘private’ property—discussed earlier—the 
social process is ‘real* (direct) within each 
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opiialiiM is coltoctivc. that n. wMNtn each 
fragment of STC, but for tlie society as 
a whole labour remains individual/ 
private; or equivalently, non-directly social 
in the sense that social total labour re¬ 
mains fragmented. Even in the extreme 
case of a single juridical owner of STC— 
dearly envisaged by Marx—this remains 
true insofar as this capital as a totality 
remains functionally divided into reci¬ 
procally separate and independent in¬ 
dividual capitals competing with one 
another (in the sense of Marx). Hence as 
long as commodity production prevails— 
either in its simple or in its capitalist 
form—Marx's definition of commodities 
as "products of private labours executed 
independently of one another” remains 
valid. What is fundamental from the 
point of view of Marx is that 'private 
labour' is the basis of commodity produc¬ 
tion (simple or capitalist) only insofar as 
it is the ‘opposite (gegenteil)' of ‘im¬ 
mediately social labour’ (at the level of 
society) (Marx 1962(a): 109] irrespective 
of the specific juridical form of property 
involved. 

Law in a society can never be higher 
than the economic formation of the socie¬ 
ty in question [Marx 1966: 179] and the 
juridir^ act of the suite in the ‘Soviet-type 
societies' resulting in a (quasi) single 
ownership in the means of production and 
the institution of central planning could 
not overstep the reality of reciprocal 
separation of the units of production 
retating to one another through exchange 
taking money<ommodity form (as well as 
the separation of the imitiediate producers 
from the objective conditions of produc¬ 
tion in regard to their relation with 
individual units of production). ‘Soviet 
planning', observes a well known authority 
referring to the Stalinist planning, “did 
not do away with the market. It (had) 
introduced (only) new rules of the game” 
jZaleski 196^ 2^]. In fact the commodity 
sphere of production in the 'Soviet-type' 
economies has widened rather than nar¬ 
rowed over the years. A contemporary 
Yugoslav economist, referring to what he 
calls ‘several socialist countries’, has 
written that “in spite of the organised 
economic, political and sometimes even 
physical pressure, commodity production 
nwintain^ itself, it spread, renewed itself 
and extended to many fields” and that 
these countries “are (now) more of a 
commodity producing nature than they 
had been bgfon the revolution” [Vacic 
1977: 18 (3-4): 233; emphasis added]. At 
least beginning with the SOs the Soviet 
spokespersons, yielding before the 
evidence and the exigencies of the extend¬ 
ed reproduction of the system, have 
recognised that the Soviet economy in all 
sectors was basically a commodity 
economy." 


Commodity prodwnion in the USSR 
has beat, of course, not simple com.modi- 
ty production (not to speak of the a bsurd 
“socialist commodity produaion", s tand- 
ing Mar'x on his heady, given the ‘double 
freedom* of the Soviet immediaie pro¬ 
ducers in the (reciprocally separate.-) units 
of production (of which more below) the 
commodity production in the USSR' has 
been capitalist commodity production, 
independently of the question of ifornnal- 
juridical ownership. In other words, it has 
been a case of “Change of capitals in 
their multiplicity'' [Marx I9S3:618], tliat 
is, ‘competition of capitals’ in the sen se 
of Marx. 

It is difficult to accept the contentio 'n 
that in the USSR “the whole economy I ’s 
managed as a single firm” (Nuti 1981: n«} 
5: 395]. The fact that in the Sovie t 
economy the products of human laboui' 
were not directly appropriated and 
physically distributed among the units 
of production but were reciprocally ex¬ 
changed in money-commodity form 
shows that these units were reciprocally 
separate (autonomous) units of STC. Om 
the other hand, the law itself recognises 
that these enterprises (association»), 
though under the juridical ownership of 
and dependent on the ‘centre’, were 
reciprocally autonomous. Thus “the state 
enterprises" deeming to “possess separate 
property" and “operating at their own ac¬ 
count. having fixed and circulating assets 
assigned to them and a separate balance 
sheet” were considered to be “juridical 
persons” [Legislative Acts of the USSR 
III, 1983; 106]. The Soviet economists 
speaking of commodity link(s)’ between 
the enterprises in the USSR refer to the 
latter’s ‘commodity turnover’ as showing 
“sales value of the means of production 
as well as of articles of consumption 
(Markina and Orlov 1978: 40] (emphasis 
added). J Kornai who, perhaps, more than 
anybody else has been critically studying 
the ‘Economic laws of motion” of the so- 
called “post-revolutionary society” has 
analysed what he calls ‘competition’ in 
this system. “Not even in the most strong¬ 
ly centralised period", writes he (referring 
to the “horizontal relations between buyer 
firms and seller firms”) “central mat< rial 
rationing... (while) considerably inHuen- 
cing the input-output flows between firms, 
does eliminate the main features of the 
relationship between seller and buyer, its 
characteristic intrinsic regularity' and he 
appropriately characterises ‘market' as 
“including all transactions processes 
based on direct horizontal relations bet 
ween supplier and recipient of goods'* 
[Kornai 1980, vol A: 83, 106. 127] (eni 
phasis added). At the vertical level several 
nfms as claimants “compete with each 
other for investment resources at the 
disposal of the allocator'' and each firm 


director “fights for more investment for 
our team, our firm, ourmiiusirv” (Kornai 
1980, vol A: 191 ff] (emphasis in the first 
part is ours, that in the second is the 
author’s). Those who deny the existence 
of competition of production units (not 
to speak of competition of capitals) in the 
‘Soviet-type’ system seem to be consider¬ 
ing cenain historically determined existen¬ 
tial forms of competition—as they appeal 
in so-called ‘western’ or ‘classical 
capiulism’—as identical with competition 
as such. On the other hand, we submit 
that for “competition of capitals'* to exist 
it is necessary and sufficient that each 
individual capital—while dependent on 
and determined by STC naturally—is in¬ 
dependent relative to other individual 
capitals such that these “other capitals 
confront it” and it ‘Exchanges values with 
them”, where the “mutual repulsion of 
capitals... is already contained iliegt 
schon) in capital as realised exchange 
value” [Marx 1953; 324) 

Besides the proponents of the NSNC 
thesis there are also partisans of the 
‘capitalist’ thesis who seem to believe in 
the absence of competition of capitals in 
the (ex)Soviet economy. This is the posi¬ 
tion notably of Cliff and Dunayevskaya. 
The first denies the existence of the law 
of value and hence of competition of 
capitals in Russia’s ‘state capitalism' on 
I he strength of the abolition of individual 
(irivate ownership of means of production 
a nd advances the strange logic of this 
‘s tate capitalism’ being still subject to 
cc impetition only in the context of world 
ca pitalism. Thereby he ignores Marx's 
toi ality-singularity dimension of capital 
ami. following faithfully the Second 
liitiernationalist tradition (running 
u nir.iterruptedly through the Bolshevik 
thought), interprets Marx’s ‘capitalist 
private property’ only as individual 
ownership of the means of production. 
Ouna.yevskaya, on the other fund, seems 
t'O deny the said competition on the 
s trengi.h of the absence of individual legal 
t itics to property in the means of prodac- 
I .ion and the existence of central planning 
iin Russia [Dunayevskaya 1973: 20-21]. 
This argument, we submit, is difficult to 
accept. Marx, it is well known, shows that 
capital cannot exist without another 
capital confronting it. that is. without 
competition of capitals. The crucial point 
to underline in this connection is that this 
competition does not dqiend on the 
specific form of owner^ip over individual 
capitals. Competition of capiuls con¬ 
tinues to operate even in the absence of 
separate ownerships over capital, provid¬ 
ed that the lotala ‘national capital’— 
Marx’s extreme case—is functioirally 
divided into separate units of production 
exchanging their commodities reciprocal- 
Iv. Cunscquently central planning does 
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not, under a ‘national capital', abolish the 
competition of capitals. This again 
follows from the (Marxian) totality- 
singularity configuration of capital. 

let us now turn to the question of 
wage-labour in the Soviet economy. What 
are wages? Whenever a part of the pro¬ 
duct of labour, taking the commodity, 
money form, is redistributed to the 
labourers not by themselves but by those 
possessing and controlling the conditions 
of labour from which the recipients are 
separated we have the wage form of 
labour remuneration. More precisely 
wages constitute that part of the 
labourers' (own) product that appears as 
an alien income and confronts the 
labourers as capital in exchange not simp¬ 
ly against equivalent but against more 
labour than that objectified in the pro¬ 
duct; and we know that this fact of 
labourers* own product appearing as 
wages—this distribution form arising 
from the production relation based on 
'separation'—distinguishes capitalism 
from ail other modes of production [Marx 
1962(b): 421], From this point of view, 
labour remuneration in the Soviet 
economy did take wage form and 
labour—‘producing and positing capital*^ 
the form of wage labour, the (quasi) single 
juridical ownership by the state over STC 
notwithstanding, in spite of the state's 
juridical ownership of the means of pro- 
duaion (as capital) it is (he Soviet enter¬ 
prises that hire the labourers in theiir 
relatively independent capacitjt given their 
status as 'juridical persons' through 
“the possession of separate propert)^'' 
[Legislative Acts of the USSR III I98;3: 
106]; "The labour contract (is) an agree¬ 
ment between the worker and the (prar- 
ticular) enterprise whereby the person 
(employed) undertakes to do work... v/hile 
the enterprise undertakes to pay the 
worker a wage.” [Legislative Acts af the 
USSR, II, 1982: 66J (emphasis added). 
Moreover, the workers had the rinht to 
choose their trade or profession and the 
type of job" [Legislative Acts of the 
USSR. II, I9R2: 6.1] (our emphnsis). As 
a matter of fact there was a high rate of 
labour turnover in the USSR. In the early 
80s, for example, “outside of t'he migra¬ 
tion of collective farm labourers" about 
a fifth of the Soviet labour force changed 
their work places annually-'^—much 
totlie dislike of the Soviet, (central) 
authorities. This of course illus'trates 'dou¬ 
ble freedom—'separation'—of the Soviet 
labourers with respect to individual 
capitals—which, naturally, docs not pre¬ 
vent these labourers fro.m ticing 'wage 
slaves' of STC represented by its owner 
considered as a ‘single capi talist' in the 
sense of Maix. 

As regards the one di ficrence—as 
Sweccy emphasises—bciwcen wage labour 


relation in the iioviei (type) economy and 
what he calls 'capitalism' he is (like Rizzi 
before him), first of all, quite correct 
in holding that “the claims of post- 
revolutionary regimes to legitimacy de¬ 
pend to a very large extent on the job 
security system" (Sweezy 1980:3]. This 
legitimising factor for the regime is un¬ 
doubtedly important. But it is not clear 
how this affects the intrinsic wage labour 
relation. In other words, surplus-value is 
derived uniquely from employed (wage) 
labour—separated from means of pro¬ 
duction—and more employment would 
produce more surplus-value provided of 
course the additional employment docs 
not hamper the (capital) accumulation 
process by, for instance, raising the wage 
i(.*vcl sufficiently. Now Marx clearly shows 
that It is the accumulation of capital that 
is the ‘independent variable' and employ¬ 
ment the ‘dependent variable’ |Marx 
1962(a): 648). It is perfectly conceivable 
that over a period capital accumulation 
is, on the whole, unaccompanied by ade¬ 
quate technological transformations in the 
method of production even in a situation 
of “real subsumption of labour under 
capital”, not to speak of ‘formal subsump¬ 
tion', such that the rate of accumulation, 
provided it is higher that of the supply of 
labour, would result ultimately in full or 
overfull employment. Marx htentions this 
possibility in a number of places. Now the 
Marxian model of capital accumulation 
in this sense —much neglected in 
literature—shows itself to be highly per¬ 
tinent to the Soviet economic growth 
process. 

Indeed, under the officially proclaim¬ 
ed aim of “catching up and surpassing” 
the advanced capitalist countries within 
the shortest time-period the rate of capital 
accumulation in the USSR has been ex¬ 
ceedingly high (and rapid) together with 
a slower rate of growth of labour supply 
(along with a still slower demographic 
growth rate) and, what is more important, 
a relatively very low rate of what Marx 
would call ‘technical metamorphosis’ in 
the method of production—euphemisti 
cally called the strategy of ‘extensive 
growth' by the Soviet spokesperson—as is 
now officially admitted. This has natural¬ 
ly resulted in (over) full employment of 
labour—leaving aside the quality of this 
‘full emr^oyment*. On the other hand, this 
‘job security'—along with other suppos¬ 
ed ‘social benefits' (the real content of 
which was later being openly contested in 
the USSR iiscIO—far from affecting the 
essential capital-labour relation would, at 
best, show for the wage i-ibourers that “in 
these most favourable accumulation con¬ 
ditions for the labourers... along with the 
increase in capital's own dimension the 
number of its subjects increases" and that 
"the relations of dependence and the ex- 


ploiiafjORor the wage iabouicr amai^lit- 
tie eliminated with better clothing, food, 
treatment and a bigger reserve as those of 
the slave” [Marx 1962(a): 646]. 

Finally, we turn to Sweezy's first deter¬ 
mining characteristic of capitalism which 
is absent from the Soviet economy: private 
capitalist ownership of the means of pro¬ 
duction. Now this aspect of capitalism 
belongs to capital's ‘juridical property’ as 
distinct from its ‘economic property*. The 
juridical property of capital—we saw 
earlier—is held by Marx to lx the ‘reflec¬ 
tion’ or ‘expression’ of capital’s economic 
property and. as such, is determined by 
the latter. Hence it cannot figure as deter¬ 
mining capital’s economic property, that 
is, “capital as a process (of prt^uction)” 
or capiul as production relation. The pro¬ 
duction relation on the other hand re¬ 
mains capitalist and the means of produc¬ 
tion capital as long as these means- 
separated from the immediate producers— 
are the non-property of the latter, whoever 
else be their owner or owners. As we had 
the occasion to mention earlier the form 
of ‘private property’ in capital continues 
to undergo transformation in course of 
capital's own development, each form 
being ‘adequate* for the accumulation of 
capital at its particular stage till ‘private 
property* itself is abolished/sublimaied 
giving rise to DSC. What remains Is the 
capitalist private property in Marx’s 
first sense—the property of the whole 
capitalist class as opposed to the non¬ 
property of the (wage) labouring class 
which might, in the extreme case, end up 
in a ‘single’ economywise ownership over 
STC, as Marx clearly envisages. This 
would, of course, in no way preclude the 
functional fragmentation of STC into a 
multiplicity of individual capitals in their 
reciprocally autonomous relations thereby 
ensuring their competition. In the Soviet 
economy the (quasi) single juridical 
ownership by the (non-workers’) state over 
the means of production has precisely 
meant the non-ownership of these means 
by the Soviet workers who remain 
separated from these means fully with 
respect to the commodity producing, 
reciprocally autonomous units of produc¬ 
tion, though tied to the ‘single employer* 
as regards the social totality of capital, 
heiice wage labourers and this signifies 
that these means of production are 
capital, fulfilling all its basic conditions 
in the sense of Marx. Sweezy. we think, 
perfectly sums up the Soviet economy’s 
historical experience when he writes: 
“The expropriation of the established 
bourgeoisie did not do away with the 
capital-labour relation as such; it simply 
substituted the state for private capitalists 
as the employer of labour" [Sweezy 1985: 
102; emphasis added). We submit that 
his sentence contains all the elements 
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for qualifying the Soviet economy as 
capitalist.'' 


V 

Theava vis-a-vb Problem of 
Reaturation of f^pilaliam 

Assuming that the principal projects of 
the rulers of the (ex)Soviet society are 
implemented—that is, if the measures of 
the so-called ‘privatisation* and ‘free 
market economy' are fully put into 
operation—the partisans of different posi¬ 
tions we have been considering would at 
last, we could be sure, agree that they are 
now faced with a capitalist economy in the 
hitherto existing USSR. However, for 
those who have been adhering to the 
(already existing) Vrapitalist’ thesis such a 
development would simply signify the 
continuation of capitalism under different 
forms, while for tire partisans of the ‘non- 
capitalist* (either ‘socialist’ or NSNC) 
timis this would constitute a ‘restoration* 
of capiulism. In a general sense; however, 
the problem of ‘restoration* of capitalism 
in the (ex)Soviet Union is also very much 
present in the positions of the majority 
of the partisans of the ‘capitalist’ thesis, 
though in a retrospective way. For some 
among them the ‘restoration* took place 
under the Stalinist regime, while for others 
it came about in the post-Stalin period. 
Only for a (small) minority of these 
partisans, for whom the USSR has always 
been capitalist, there is no question of 
‘restoration* of capitalism. 

*Restoration‘ of capitalism in the 
(ex)Soviei Union would naturally imply 
that the Soviet economy was prcviously 
non- capitalist. This, we know, is the posi¬ 
tion of the partisans of the 'socialist* as 
well as of the NSNC theses. For the 
former this ‘restoration* does not pose 
much of a theoretical problem. Just as 
they had accepted ‘socialism* on the basis 
of juridically otdained ‘public’ ownership 
of the means of production and ‘planned* 
economy, in the same way they would 
logically associate the ‘restoration* of 
capitalism with the establishment of in¬ 
dividual private property in the means of 
production and ‘free market* economy, 
making abstraction—in fact obfuscating- 
the character of the social relations of pro¬ 
duction in both the cases. Needless to add, 
this is also the case of the prevailing dcrnii- 
nant, that is. non-Marxist view of the 
'triumph of capitalism’ in the eastern 
countries on the basis of ‘privatisation* 
and ‘free market economy’. 

As regards the partisans of the NSNC 
position, for those (like Mandel) who have 
held the ‘transitional society* thesis the 
admission of ‘restoration* of capitalism 
would imply the admission that the 


whole ‘transition’ has in fact been from 
capitalism to capitalism. The majority of 
the partisans of the NSNC thesis basically 
ignore (or at least largely minimise) the 
question of social relations of production 
and argue their case mostly on the basis 
of the differences in the phenomenal 
realities between the existing ‘western* 
capitalism and the Soviet economy regar¬ 
ding the form of ownership of the means 
of production, form of circulation of pro¬ 
ducts of labour and the mode of utilisa¬ 
tion of (wage) labourers. Naturally, for 
them too the establishment of individual 
private ownership and ‘free market* 
economy--which they consider to be the 
hallmarks of ‘western’ capitalism—would 
signify the restoration of capitalism.*' 
For the adherents of the ‘capitalist* 
thesis the problem of ‘restoration* is posed 
in a different way. Most of them, as w<- 
mentioned earlier, periodise this ‘restora¬ 
tion*. Now we know that the basic Marx¬ 
ian criterion for characterising a society 
is the character of its social relations of 
production. It follows that only a change 
in the social relations of production could 
signify a change from one social forma¬ 
tion to another (for example, from 
capitalism to socialism or. in the case of 
a counter-revolution, from socialism back 
to capitalism). To what extent do the 
holders of the ‘capitalist’ ilwsis base their 
argument on this fundaitrental Marxian 
criterion? Let us First note that, leaving 
a.side the partisans of the ‘socialist’ thesis, 
there is a consensus among the holders of 
the NSNC thesis and the overwhelming 
majority of those adhering to the 
‘capitalist* thesis that the Soviet period 
before the consolidation of the Stalinist 
power (roughly the Final years of the 
1920s) was basically a proletarian (if not 
a socialist) regime. 

If we ignore the ofFicial discourses of 
the post-1917 Russia equating the new 
regime with that under the Paris Com¬ 
mune of 1871 (as with Lenin) the objec¬ 
tive reality appears in a very different light. 
Almost beginning with the Bolshei’ik 
seizure of power the authentic organs 
of power of Russia’s immediate pro¬ 
ducers that arose after February 1917— 
independently of any political party—thai 
is, mainly the Soviets and the factory com¬ 
mittees, experienced a veritable ‘radio- 
aciive decay* in favour of the absolute rule 
of the Bolshevik party (in fact of its cen¬ 
tral committee) at all levels of the new 
regime. The well-known historian E H 
Carr, perhaps the most sympathetic to the 
Bolshevik rule (who could even be criticis¬ 
ed for being its apologist) writes: “Before 
the end of Lenin's life the authority of the 
party over every aspea of policy arid every 
branch of administration had openly 
recognised and proclaimed. The 


exercised in such organisations as the trade 
unions and co- operatives, and even in the 
major industrial establishments, the same 
function of leadership as it performed in 
relation to the state ...It was the Russian 
Communist i^rty (Bolsheviks) which gave 
life and direction and motive power to 
c\cry form of public activity in the USSR 
and whose decisions were binding on 
every organisation of a public or semi¬ 
public character’* (Carr 1964; 229, 230, 
232|. Needless to add, the party leader¬ 
ship, the self-proclaimed ‘vangua^* of the 
proletariat, was (effectively) accountable 
to no one. This absolute party rule over 
the labouring masttes found its institu¬ 
tional c\|)ression in the newly established 
state power, completely autonomised in 
relation to the labouring masses, with its 
special organs of repression." 

As regards the relations of production 
the immediate producers, of course, con¬ 
tinued to be wage labourers and petty 
commodity-producers in the urban- 
industrial sector, and the development of 
commodity production was stimulated in 
the vast rural-agricultural sector in the 
wake of the destruction of the largely pre¬ 
capitalist production relations Under the 
so-called ‘war communism* workers' 
wage-labour position was coupled with 
the severest measures of labour discipline 
imposed on them. Compulsory labour 
service, labour books, forced labour 
camps, one-person management, Taylor 
system, piece wage, were all imposed on 
the proletariat the party-state in the 
name of the proletarian rule (Carr 1%3; 
198 ff |. On the other hand, in spite of all 
official attempts to suppress commodity 
relations the latter continued to prevail.'" 

Under the New Economic Palicy (NEP) 
the production relations did not basically 
change. In fact commodity production, 
now freed from the earlier restrictions, 
developed faster. According to the ofFicial 
data on ‘class composition’ of Russia’s 
total population (including non-working 
dependents), workers and employees con¬ 
stituted about IS per cent in 1924 rising 
to around 18 per cent towards the end of 
the 1920s while independent commodity 
producers—“individual farmers and non- 
cooperated handicraftsmen’^-constituted 
almost 73 per cent iq 1924 and remained 
practically at the same level at the latter 
6Me\Narkhoz 1972: 35.1985:7, 1987:11). 
As regards the state sector of the economy, 
even under the NEP the ^tate retained in 
its hands the ‘commanding heights’ of the 
economy: banking, foreign trade, large- 
scale industry. The units of production 
under the state fully corresponded to 
Marx's concept of the ‘state’ as ^(Mtalist’ 
(Marx 1973.101,1962c; 370). Thus in the 
period preceding Stalin’s consolidation of 
power the Soviet economy was charac- 
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tcriaed by "m overwhelmingly private 
agricuhuic, legaKied private tra^ and 
small-scale private manufacturing” with 
the "vast mgiority of those engaged in 
manufacturing and mining working for 
the state'* [Nove 1982: 86|. At the same 
time unemployment continued at a high 
level. The percentage of the unemployed 
to the employed bdraur was 14.6 in 1924 
and 13.2 in 1929.'^ Thus it is far from 
clear in what sense one could speak of 
*icstoration' of capitalism or the establish¬ 
ment o' ‘state capitalism’ in Russia under 
Stalin. Under Alin’s ‘revolution from 
above' capitalism was not reborn. What 
basically happened was that wage labour 
was generalised on a vast scale. Thus at 
the end of the Second Five-\bar Plan the 
proportion of independent commodity 
producers came down dramatically to less 
than three per cent of the Russian popula¬ 
tion (from 7S per cent in 1928) [Narkhoi 
1987: II] thanks mainly to the (forced) 
expropriation of the peasant population 
at an unprecedented speed and scale. 
The ‘double freedom* of the Russian 
proletariat—in Marx’s famous etpicssion— 
was of course greatly limited particularly 
starting with the end of the i930s (conti¬ 
nuing till the middle 1950s) where most 
of the repressive measures of the period 
of war communism were re-introduced, 
undoubtedly on a much bigger scale ^ven 
the extent of proletarisation (for millions 
of peasants there was a reversal to semi- 
fewial labour conditions).'* Equally, star¬ 
ting with the middle I93(is, (hanks mainly 
to a specific mode of accumulation Of 
capital (with the aim of ‘overtaking and 
surpassing” the advanced countries at the 
shortest possible time) (over) full- 
employment of labour was Achieved* for 
the first time in the post-1917 period. 
Needless to add, this was the fuli- 
employmcnl—the so-called ‘job security— 
of wage labour.'* Precisely given this 
reality of capitalist production relations 
under Stalin, it is equally absurd lo claim, 
as the Chinese communist party and its 
international partisans started to do after 
the Kru.<>hchev leadership assumed power, 
‘restoration* of capitali-^m in the USSR. 
If anything, many oi the draconian 
measures against the wage labourers were 
removed in the post-Stalin p eriod. 
Similarly, corresponding to the (perceived) 
need for a change in the mode of 
capital accumulation—given the growing 
compiexiiy—of the Soviet economy—the 
law o. value was officially proclaimed as 
operaii.ig in all the spheres of the Soviet 
economy (and not simply in certain 
spheres a; Staiin had asserted) without, 
of course, there being any change in the 
real relation'- of production (independent¬ 
ly of the changing ideological discourses). 
Hence we do not see much sense cither 
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ill the affirmation of ‘reaioiatioh' of 
capitalism at the end of the Soviet period. 

Let us note, before we have done with 
the ‘capitalist* thesis, that, of the partisans 
of this thesis we specifically mentioned 
earlier, Bordiga’s position is interesting 
and somewhat singular in this regard. He 
divides, as we saw above; the October 
revolution into two parts as it were, 
political and economic: politically 
sodaiist—because led by the proletariat— 
economically capitalist because basically 
anti-feudal. Unlike most of the Marxists— 
including the partisaiis of the capitalist* 
thesis—Bordiga corrmly distinguishes 
between a proleurian regime and a 
socialist society. However, insofar as he 
considers the pic-Stalin regime as pro¬ 
letarian his position is untenable On the 
other hand by affirming the capitalist 
character of the economy from the start 
of the Soviet period he avoids many of the 
difficulties faced by the theoreticians of 
the ‘restoration* thesis. But. then, his 
political-economic dichotonv of what he 
considers as a 'socialist revolution* 
Bordiga (1957: 381) is untenable within a 
Marxian framework. Socialist revolution 
for Marx is a total social revolution 
destroying the old social relations of 
production which is only inaugurated by 
the establishment of the proletarian 
political power. It is far from being a sim¬ 
ple political revolution.*" 

Finally, those who hold the hitherto 
existing Soviet economy as non-capitalist 
would be hard put to prove how changes 
in the forms of comm^ity exchange and 
ownership of means of pr^uction would 
signify a change in the social relations of 
production in the sense of Marx. Second¬ 
ly, it is not very clear what the holders of 
this position exactly mean by ‘restoration 
of capitalism’. If by the latter the holders 
of the particular position imply restora¬ 
tion of the pre-Oaober relations of pro¬ 
duction then this, again, would be an 
untenable theoretical position inasmuch 
as the pre-October Russian economy was 
only very partiaily capitalist—in which, 
again, formal subsumption of labour 
under capital seems lo have been the 
dominant form of exploitation as com¬ 
pared with the real subsumption of 
labour. 

N«>(es 

[This ariicle is a shortened version of a chapter 
in our forthcoming book TH« Marxian Con- 
cepi oj Capital and the Soviet Experience: 
Essay m the Criiitiue oJ Mitical Economy, to 
be puHi.shed by Praeger.] 

1 Cf “Capital IS nut a personal but a social 
power" (Marx. i:ngel.s 1966: 711. 

2 See among others. Bergson (1954, 1984), 
Iavigiie(l979), Nove and Noii(l972), Null 
(1981), Wilezynski (1970). The most recent 


astenion of the otiHence of ‘Sdvici 
socialism* which is at the same, time a 
systematic.defence of the system against its 
critics is by Laibman (1992). 

3 Needless to add, DxNsky and other anii- 
Staiinisi Botsheviks also shared this view of 
capitalist private property as well as the view 
of ‘social ownership' bring equivriem to 
juridical aboiilion of such capitalist 
properly. 

4 Cf Marx (I96S: llg). 

3 According to M Reiman, the noted hutorian 
from Czechoslovakia, one could assert the 
existence of ‘Soviei socialism* provided one 
could prove the validity of the following 
ihiee 'premises': Dial the October levoluiion 
was a siKialisi icvoiuiion from the point of 
view of its objective pre-conditions, the 
position and the maturity of its moving 
forces and not merely from Ihie point of 
view of the character of the ideo^y and 
the ideas of the leading party; that the 
ideology of Stalinism and ‘real socialism', 
as regards its content, methods and 
methodology, is identical with or close to 
the original meaning of socialism; and that 
in Soviei developmeni the socialist theory 
had the primacy over the rulers' pragmatism 
regarding their goal and tasks. He quite 
legitimaiely adds that h is impossible to pro¬ 
ve the validity of these premises (Reiman 
1979; 2041. 

6 In Italy itself the two most important con- 
tinuaiors of the Rizzi tradition have been 
A Carlo (I97S) and U Mwlotii (1979). 

7 For a most comprelicnsive survey of the 
‘capitalist' thesis, see the recent work of 
R Tacchinardi and A Peiegalli (1990). for 
some useful coverage, see also P Naville 
(1970) and W Daum (1990). 

8 See Beiidhrim (1982:299; 1985 Sepiembeii 

9 h is perhaps not without significance tiuii 
in this same cliapier the tom tiwner' (Vigen 
turner') is used equivalently with 'holder' 
Oiuicr) and 'possessor' (besiuer) and that 
Viwncr* is used only a couple of times 
whereas 'possessor' is used innumerable 
limes. (In the French version Marx also 
often uses ’echangiuc'-) In the standard 
Moore-Avriing translation ‘owner’ is used 
almost all the tiim; even invariably bring 
the rendering of 'besitzer'. winch is not quite 
correct. 

to The reading in the Moore-Aveling version 
of the particular text is misleading. Instead 
of translaiiiig “Produkie... privatarbeHen” 
and “Privaiarbeiien der produaenien” 
respectively as “products of private labours” 
and “private labours of pr^ucts” it inac¬ 
curately renders them, respectively, as 
“labour of private individuals or groups of 
individuals" and “tabwr of the individual 
producer". 

11 The unduly neglected Soviei economist 
V P Shkredov had the lucidity of correctly 
connecting the Soviet comm^iiy produc¬ 
tion with the “not yet immediaicly social 
character" of labour at the level of society 
(Sbkredov 1967:361. 

12 Calculated from Narkhoz 1987: 412 and 
Manevich 1983:46 

n R Roidolsky, after referring to Marx's 
Crundrisse passage on the 'absurdity' qf a 
‘universal capital', that is, without another 
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capHaTMiifmii^ h, cornet^ Kimrkt; 
iheiefoK a siaie capiialUm would be poui- 
Me only insofar as several stale-organised 
capiuls confront one another |Rosdoisky 
IM; 62). This, we think grosso modfK was 
the Soviet case. 

14 The partisans of 'socialist' as well as of the 
NSNC thesis—particularly the Ttoiskyisis 
like E Mandel among the latter—have; 
however, to eaplaitt how this transition to 
capitalism could be effected from a regime 
considered to have been superior to 
capitalism without the massive rtsisumetof 
the immediate producers. At least till the 
lime of writing we have no significant 
indication to validate, for example; the 
assertion by Mandd (assuming he no longer 
holds his earlier position on the existence 
of proleiarian rulk however, ‘degenerated’, 
in the ex-Soviet Union) that the Soviet 
working class “which would stand to Iok 
as a result of such a process of capitalist 
lestoration'’ has offered any widespread and 
massive 'resisiancc' to this restoration and 
that this lenoraiion has in fact “resulted 
only after violeni social and political con¬ 
frontations" tMandei IWI). 

15 “The indusiriai workers were”, write two 
historians, “the heroes of the October 
revcriulion. Between 1917 and the mid-l92Q$ 
their political strength greatly diminished... 
Ever since 1917 the parly authorities had 
circumscribed and d«troyed any political 
opposition which sought to base itself on 
the working class interest. The workers had 
effectively lost their hard won right to strike; 
the penalties against strikes were more 
severe than before the revolution. By the 
mid-l920s the Soviet working class had 
virtually ceased to be engaged in stormy 
political activities, or exercise the political 
initiative; which distinguished it in 1917” 
(l^rrie and Davies 1991: 411. 

16 Nove writes about “sleepless, leather- 
jacketed commissars working round the 
clock in a vain effort to replace the free 
market" (Nove 1982; 74). For a good discus¬ 
sion of money and value relations during 
this period sec Malle (1983: chapter 4). 

17 Calculated from the data in Schwarz (1956: 
51); Carr (1963: 323); Carr and Davies 
(1^4:503). Carr notes that under NEP the 
wage system was offidaUy recognised as “a 
fundamental factor in the development of 
industry”: and that “the introduction of 
NEP inaugurated a period of serious and 
widespread unemployment due to drastic 
dismissals of workers both by public ser¬ 
vices aitd by industrial etMerprises reorganis¬ 
ing themsdves in response to the dictates 
of KhozmcHei-yCtTf 1963; 320 321 22|. 
Let us not be told that this was exactly the 
way the Russian proletariat itself wanted 
‘their’ economy to operate at that time. 

18 3Me are leaving aside the monstrosity of forc¬ 
ed labour under Stalin. According to recent 
estimates, by the time Stalin died, between 
one-fifth and one-fourth of those employed 
in material production of the country were 
operating from inside the forced labour 
camps. See Shmelev and Popov (1989:64). 
It seems that during most of this ‘classical’ 
phase of Soviet ‘socialism’ there were three 
forms of labour in the process of material 
production: (capitalist) wage labour in the 


state ciiurpriaes and insthuiions with wage 
at a hnwr-tlun-lhring-wage level, pre- 
capiulist form of labour in the collcciive 
farms, involving all kinds of oMigaiions and 
“without almost any pmr”, and forced 
labour in the camps where “at any one time 
there were between II and 13 million in- 
dividuals” (Manevich 1991:136). Let us add 
that the regular open use of state violence 
to proletarianise the immediate producers 
perfectly corresponds to the phase of 
capitalism preceding the “real subsumption 
of labour" as Marx shows at different 
places. 

19 That high unemployment of labour force 
continued in the Soviet Union for more 
than a decade after October in spite of the 
famous ‘right to work* guarantees to all able 
bodied citizens by the RSFSR labour Cod« 
(1918) only showed that the level of employ- 
ment vras basically a function of capital 
accumulation—the “independent variable', 
as Marx would call it. At a later period 
other ‘socialist' countries such as China suid 
Vietnam also shovred the coexistence of 
‘right to work* and high levd of unemploy¬ 
ment of labour force. Let us also note that 
dictated by the exigencies of capital ac¬ 
cumulation, the law of value—ever present 
in the Soviet economy—had to be given of¬ 
ficial recognition as an essential ingredient 
of ‘Soviet socialism'. See the very interest¬ 
ing analysis by R Dunayevsk^ (1944 
Septemlw). 

20 For one of the earliest statements by Marx 
on the total social nature of the proketariim 
revolution as the basis of human emancipa¬ 
tion. see (Marx 1844, 1976). 
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LET US ON THIS REPUBLIC DAY DEVOTE 
OURSELVES TO THE IDEALS OP 
SATIONAL UNITY, RELIGIOUS 
AMITY AND SOCIAL EQUALITY 


IulUiv is (jur 44th Republic Day. On this day 43 years ago, the people of 
huii:) soUmnly resolved to constitute their newly independent nation into 

so\crci)(n socialist, secular and democratic Republic. 

()fi thi.s day, we gave a solemn assurance to secure for all our people justice, 
social, y'conomic and political, liberty of thought, expression, belief, faith 
and worship and equality of status and of opportunity. 

\'ve also made a determination on this very da>' to inculcate among all our 
pcopi( fr;iternity, assuring the dignity of the individual and the unity and in- 
t' g it' of the nation 

-i) ( 1 ) the Republic Day today let us rededicate ourselves to the abiding 
it's )f national unity, reugious amity and social equality. 


l-filPK 
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Was Collapse of CPSU Inevitable? 

A Poh*niical Essay 

N K Chandra 

Was the Soviet experiment doomed from its inception, as the ‘totalitarian’school of western scholars has main¬ 
tained? Their main arguments are: the seizure of power in 1917 was an anti-democratic coup d’etat leading necessarily 
to a one-party state, Stalin was the logical heir to Lenin, and industrialisation through forced collectivisation 
was the corollary to the dogma on state planning; even when growing weaknesses came to light, every attempt 
at radical rgform, political or economic, from within came to nought because of the incompatibility with the 
monopoly power of the party-state. This article questions each of these assertions by exploring the political alter¬ 
natives to the actual course of history that emerged at some crucial moments, the Soviet debates on alternatives 
to command planning; the factors leading up to perestroika and why it failed, and finally the meaning of democracy 
and ‘legitimacy’ in the Soviet context. 


THE Bolsheviks were inspired by a grand 
vision when they seized power in I**!?. 
They dreamed or ending the exploitation 
of man by man, not just by abolishing 
private property in the basic means of pro¬ 
duction, but also through constant vigil 
against the emergence of vested interests 
in one form or apother; the new society 
would also catch up rapidly with the ad¬ 
vanced capitalist nations in the economic 
sphere. Concretely, these meant achieving 
a high growth rate in national income and 
the establishment of socialist democracy 
with its own juri.sprudence superior, from 
a humanitarian perspective, to ‘bourgeois’ 
legality. The USSR would thus enhance 
(he well-being of her own people, act as 
a beacon light for the oppressed peoples 
in colonial and semi-colonial countries, 
and forge a new world order. 

in at least two of these respects the 
country made enormous progress. While 
parity in military power had been achieved 
by the l9S0s, the economic distance bet¬ 
ween her and the US was narrowing till 
the mid-1970s. Secondly, the emergence of 
a ’socialist’ bloc comprising ol China, 
North Korea and Vietnam in Asia, east 
Europe and Cuba, greatly weakened the 
global hegemony of capitalist imperialism 
to the benefit of national liberation 
movements in the third world. However, 
as Soviet economic growth faltered in the 
late 1970$, mainly due to its own con¬ 
tradictions and as attempts at internal 
democracy were aborted over many 
decades till the advent of Gorbachev, the 
Soviet'system gradually lost its raison 
d’etre. Once free elections were held in the 
late 1980s, it collapsed within a couple of 
vears. 

W'as the tailurc doomed from the begin 
ning of the Bolshevik resolution, as the 
‘totalitarian’ school of western scholais 
has been maintaining ail these decades’’ 
Their main arguments, put briefly, are; 
that the seizure of power in 1917 was an 
anti-democratic coup d'etat leading 
necessaiiiy to a one-party slate, that the 


transition from Lenin to Stalin was a 
logical one, and that Stalin’s industrialisa¬ 
tion through forced coilectivisaiion was 
the corollary to the dogma on state plan¬ 
ning; even when growing weaknesses came 
to light, every attempt at radical reform, 
political or economic, from within came 
to nought because of the incompatibility 
with the monopoly txrwcr of the party- 
state. 

By common admission, ‘totalitarian’ in 
the strict sense refers to this all-embracing 
monopoly which characterised the Soviet 
system between the mid-l930s and the 
death of Stalin. But what is called the 
‘totalitarian school’ has also been deter- 
minist imsofar as it believed that each stage 
in Soviet history predetermined the one 
following. 

This school, as Cohen (I98S, chapters 
i-2) ha.s deftly outlined the scenario, 
dominated Sovietology in the west, and 
had in its fold eminent scholars like 
L Schapiro, M Fainsod, 7. Brzezinski, etc 
Not surprisingly, strong methodological 
parallels can be found in the official 
Soviet discourse seeking to establish a 
unilinear chain of succc.ssion from Marx- 
Engels to lenin, Stalin and (Khrushchev 
being in the limbo) Brezhnev. From the 
end of the 1960s there has been in we.^t- 
tern academic circles a search for ‘history 
from below’, e g, in the writings of M 
Ijcwin, S Cohen, G Rittersporn, J A Get¬ 
ty and G Gill. Independent voices within 
the USSR were equally divided; although 
the great novelist, Solzhenitsyn, went far¬ 
ther than the totalitarian school, Roy 
Medvedev wa.v pursuing assiduously his 
researches along the alternative track since 
the early 1960$. 

Recent events have lent strong credence 
to the ftrsi interpretation of the Soviet 
polity. My task is U) c\|)lorc whethei there 
wete any alternatives to the actual couise 
ol history In Sectioii I are described the 
political alternalivcs that surfaced at soni. 
crucial mometiis Section II analyses the 
economic r.lternati es to the Stalin ■■vsii’i!i 


of command planning that continued 
with minor changes till the economy dis¬ 
integrated. Next, the factors leading up to 
perestroika, and why it failed, are examin¬ 
ed. Finally. I raise some questions on 
democracy and ‘legitimacy’ in the Soviet 
context. 

i 

I'ho iutalitarian Model 

Did )he Bolsheviks come to power 
through a coup d'eiai in November 1917, 
as maintained by many western scholars? 
(Hough and Fainsod 1979. p 74!. Chan¬ 
ting that the provisional guvciiirmnt 
under Kerensky was iniTtasiiigly paralys¬ 
ed over the months since February 1917, 
why did General Koinilov's putsch in 
September failed, while the holdicviks 
succeeded? Troisky |lvf>7. p J.9,. the 
‘military genius' i^ehind the levoiuiion. 
was quite categoiicai. "Ihe military 
leadership proved incomraiaMy weaker 
than the political”, .'ohn (1961) 
chronicled the mass npheavao ii. itie wake 
of the revolution, which is to he con¬ 
tradicted. Between Februa'y and t.'tctober 
1917, according to Marc Ferro (cited in 
i.iebman, 1980, p 201 ]. ‘ The ciL cns of 
New Russia (werel in a >iate ot ‘i>erma- 
nent mobilisation'." 

The complexit V ' • ■ ‘k an.sr' Is well 

brought Oill in .•■ Ii .'I' C 

the failure of the rm '-y •, tixneni 
was not “caused ' ■•;i;'ivsi\ 

made hy the Me .o ' c,j,.iali.'it 

Revolutionaries, whu i! sn ar;' -.a.se v.rtc 
shared with minor diiterenc* s n. of 
the Bolstievik leedtrs. Ic—'i 
apart.. |!twa.>l.. . nn.'n mi? .o 

ah vvho. III lif/rn .t! ...s. • 'jirian-: 

relationships, tlu .c ,, , 

the domination c i .• .•.in»!i iiyc. .> iv.- 
failure ..>1 such ie.ij-i., ..uCti. . ■ o.., 
priests, bored IK..it.>., arn.: i w.th 

a chaileivmg ol c'.siitdtioiis .'no a us-.s 
calisation of opmion and behavi>)ui, 'arge- 
Iv assuciati-; ith Bolshevik or ana; hist 
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notions; this altered the attitude of the 
citizenry towards law and of the soldier 
towards commanders. It also produced an 
institutional vacuum that committees, 
soviets, trade unions, mda and the like fill* 
ed at once, taking over some of the acti¬ 
vities of the state. In all this the role of 
political parties including the Bolsheviks, 
was not necessarily decisive... Before Oc¬ 
tober, these institutions formed a relatively 
organised whole, a .true embryo of the 
proletarian state, which was politically 
anonymous and which the parties all tried 
to dominate... The October rising was 
thus not solely the act of a political party 
acting under cover of an institution: ‘the 
soviets acted as a fig-leaf for the Bolshevik 
party’, as has been said. It was a test of 
strength between a government without a 
state; and a sute without a government. 
The victors were also not representatives 
of a minority, as has been suggested... 
In the movement which led up to the Oc¬ 
tober victory, with the embryo proletarian 
state staking its all for survival, the 
personnel and the participants were not 
necessarily Bolsheviks, or even Russians; 
the Russian Bolshevik party, being present 
in all the institutions—sometimes even in 
non-Russian ones was—the only one able 
to guarantee both co-ordination and an 
interim rcpresentativity;.. The victory 
and permanence of October followed 
from the prior existence of this embryonic 
state... This dispels an apparent con¬ 
tradiction; the October Rising can be seen 
as a mass movement although only a 
small number took part in it, for the 
Bolsheviks were able, later, to remain the 
only master of the state. Lenin’s gambles 
and miniature coups in taking the institu¬ 
tions into the charge of a single party 
made this seem quite correct and obvious, 
but the phenomenon was happening inde¬ 
pendently of deliberate action by the par¬ 
ty. .. The process of institutional bureau- 
cratisation then went ahead towards 
Bolshevism... Since before October, ac- 
tivi.sts of all leanings had been preparing 
to suspend democratic freedoms: indeed, 
from suspension to final abolition, they 
needed only follow the example of ’demo¬ 
cratic’ socialists who suppressed the 
Bolshevik press after the July days. Within 
the Bolshevik party, the victors had never 
claimed to be particularly democratic... 
in Russia, it was not even necessary to 
have Bolshevism in October to lose a cer¬ 
tain concept of democracy!' If Ferro is 
right, the Bolshevik sci/ure of power was 
not a <fup ti'ftai in the usual sense, and 
the conventional notions of democracy 
and U.-yiMinacy are ha(cil> relevant in that 
context. 

When the f onstitvien! Assembly was 
dissolved by the B.ilshcviks along with the 
Left SR (Social keviiiut onarics) and the 
Anarchr-f., ihe altiancc wa- indeed in ,i 
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minority, and hence it was against the 
norms of parliamentary democracy. But 
the masses, workers or peasants, did not 
consider the Assembly as “its own institu¬ 
tion” [l.iebman 1980, p 235). Fbr, the SR 
(excluding the Left SR) and the Kadets 
(Constitutional Democrats) with their ma¬ 
jority in the Assembly publicly called for 
arm^ action against the Bolsheviks in 
December 1917. As for the Mensheviks, 
the Rightwing wanted to fight the Bolshe¬ 
viks, but the Left under Martov oppos¬ 
ed. By the end of 1917, Brovkin (1990) has 
shown after examining recently available 
documents, “the Bolsheviks appeared to 
enjoy considerable social support”, in¬ 
cluding the majority of workers in large 
factories, peasants who got land, etc; 
within barely two years, however, there 
were too many strilws, peasant uprisings 
and other ’disturbances’, and the Bols¬ 
heviks continued their rule by declaring 
all these to be enemy-inspired. 

What did the nation’s peasant majority 
want? Let us quote the conclusions of a 
much acclaimed recent study by Figes 
(1989 pp 353-56): “The peasant revolution 
of 1917-18 destroyed tlw power of the old 
regime in the countryside and undermined 
the anti-Bolshevik movement based upon 
the restoration of the Constituent 
Assembly. But the peasantry was too weak 
by itself to defend its revolutionary gains 
against the gentry reaction. The civil war 
necessitated the esublishment of a strong 
state apparatus in the provinces to orga¬ 
nise the lesouices of the peasantry for the 
struggle against the counter-revolution... 
Provided the old ruling class was seen to 
be dispossessed and removed from power, 
the peasants would not ask too many 
questions about their new political 
masters. Thus the Bolshevik dictatorship 
climbed on the back of the peasant revolu¬ 
tion ... From the perspective of the 
peasantry, the events of 1917-21 were in 
many ways a revolution lost... The Neo- 
POpulists who would undoubtedly have 
attracted considerable peasant support 
under a pluralist-socialist system were 
forced underground or into exile during 
the civil war. The Bolshevik dictatorship 
was centred in—and largely limited to— 
the urban centres of rural Russia... Once 
the famine crisis [of 1920-21] had been 
overcome and the economy restored to 
peaceful conditions, the Russian peasan¬ 
try enjoyed a period of unparalleled 
frwdom and well-being during the 1920s.” 

Was there a need to ban rival political 
panics or even Ihe existence of different 
factions among the Bolsheviks? That the 
prohibition ’was made’, as Lewin (1968, 
p 32) put it, “only after the civil war, 
shows only loo clearly that the prevailing 
psychology was one of the struggle for ex¬ 
istence”. The Red lerror loo-was a pro¬ 
duct of the civil war with a similar raison 


d’etre, and virtually disappeared noon 
after. But the ban on opposition pariws 
and on factions within the party was new 
lifted: what Lenin would have done had 
he lived longer is a matter of speculation 
that I shall not pursue. But the compul¬ 
sions that Lewin or Figes spoke about 
were invoked repeatedly, not without 
justification, by Lenip’s successors. Of 
course, an indefinite extension of the two 
measures can hardly be justified from a 
democratic perspective; as shown below, 
these became counterpr^uctive over time. 

The totalitarian view of Soviet history 
regards Stalin as the logical heir to Lenin. 
It is a fact, however, that Lenin himself 
had in 1922 proposed IVotsky as his depu¬ 
ty. But the latter refused and got censured 
by the Politburo at Stalin’s prompting 
[Lewin 1968, pp 71-72). Next, the Polit¬ 
buro wanted liotsky to deliver the Central 
Committee's (CC) report to the 12th Con¬ 
gress owing to l^enin’s illness, but he again 
declined. Despite his commitment to 
Lenin, Dotsky did not raise the Geoigian 
issue at the Congress in order to avoid 
confrontation with Stalin. After Lenin’s 
death he succumbed to the manipulation 
of Stalin, Zinoviev and Kamenev and 
agreed that Lenin’s Last Testament need 
not be published. In the conflict with 
Stalin. “Trotsky simply opted out” 
[Medvedev 1979, pp 46-53). 

Much has been written about the debate 
on ’socialism in one country’, and three 
out of nine volumes of E H Carr’s soninal 
History of Soviet Ihtssia carried the 
former as the titke. 1b me it seems that the 
real difference between Stalin and Dotsky 
was not about ’building socialism* in the 
USSR, but about the rate of industrialisa¬ 
tion, and the need for an immediate 
(around 1924/25) drive against kulaks and 
the nepmen. It is doubtful if IVotsky was, 
indeed, an ’anti-peasant super-industria- 
liser’ as his critics dubbed him. A whole 
lot of ocher issues like his Menshevik past, 
occasional conflicts with Lenin, theory of 
permanent revolution, etc, were skilfully 
mixed up in the debate which reduced 
IVotsky and his followers to a minority 
within the party. 

Coming to the crucial years of 1928-29 
when the so-called Right deviation of 
Bukharin et al was vanquished, the story 
was more complex. Ever since Stalin took 
over as general secretary in 1922, he con¬ 
sistently developed a personal network of 
support at all layers, and had become a 
formidable force to reckon with. Yet he 
was far from unassailable. In the early 
months of 1928, the Right was anticipat¬ 
ing a wor’king majority in the Politburo 
as well as the Orgburo, and a strong 
minority in the secretarial. Tomskii, the 
leader of trade unions, and Uglanov, the 
Moscow parly bo.ss, were both aspiring to 
replace Stalin as ihe general secretary; 
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Slalin became vulnerable for advoMting 
as a general policy the use of brute force 
in requisitioning grains in the Urals and 
Siberia. Six prominent CC members, in¬ 
cluding Mikc^n and Voroshilov, sup¬ 
ported the Right; so did many senior 
military leaders, and even the secret police 
organ, GPU. But the Right tacked organi¬ 
sation. More important, to the 20-30 top 
ranking old Bolsheviks, the so-called 
council of elders (senioren koavenl) that 
normally took the ultimate decision, 
Bukharin’s programme appeared rather 
timid, while Stalin’s boldness responded 
to their revolutionary urge: Neither Stalin 
nor the party majority behind him serious¬ 
ly expected the turmoil that soon 
traumatised society despite dire warnings 
ex mu from Bukharin and his friends. 
The Siakhty trials at which the bourgeois 
specialists and foreign powers were blam¬ 
ed for the mine disasters swre skilfully 
utiUied by Stalin to undermine Bukharin 
who was not only the ‘darling of the 
party’ but also maintained close contacts 
with the intelligentsia (Cohen 1980, 
pp 278-87. 323-28; Medvedev 1979, pp 
61-67]. 

Stalin did not emerge as the unchalleng¬ 
ed leader on the morrow of Bukharin’s 
defeat [Nioolacvsky 196S. p 79]. In 
February 1929 he failed to get Bukharin 
et al ejected from the PoUtburo. In March 
1930 he was ‘forced to issue' the oft 
quoted statement, “Dizzy srith Success” 
[Stalin 1976], admitting excesses during 
collectivisation and allowing peasanu 
the right to leave collective farms. In 
Decembe r 1930 he could not prevail upon 
the Politburo, and had to call a joint ses¬ 
sion of the PoHtburo and the Central Con¬ 
trol Commission (CCC) in order to eject 
from the CC the anti-Stalin combination 
of lominadze and Syrtsov. In the January 
1933 Plenum of the CC. Sulin failed to 
have Ryutin condemned to death for try¬ 
ing to remove Stalin as General Secretary. 
A decision on the third anti-Stalin group 
of Eismont. Tbhnachev and Smirnov 
could be reached only at the joint session 
of the CC-CCC. also in Janitary 1933 
(Gill 1990, pp 196. 229-42. 405 n 141; 
Davies 1981]. Getty (1985, p 19) remruns 
sceptical that Stalin was overruled on 
Ryutin. 

Throughout the 1930s the party, accor¬ 
ding to Getty (1985, p 37), was far from 
monolithic; the upper ranks were divid¬ 
ed, while the lower units were disorganis¬ 
ed and chaotic The division centred 
around three issues, namely, the pace of 
industrialisation, treatment of opposition, 
and relations between the party centre and 
local units. The nnoderates included Kitov 
(until his death). Zhdanov, and Ordzhoni¬ 
kidze who was all through very close to 
Bukharin, though the latter, according to 


his vvidow, Larina (1989, pp 262ff), took 
no active part in factional fights of the 
1930s; among the hawks could be counted 
Molotov, Ezhov, Beria, etc. 

Did the 17th Party Congress of 1934 
represent the final victory of Stalin? Ap¬ 
parently so, since Stalin was now the 
vozhrf or fubier, rather than the usual 
rukovodiut or the leader; the Congress 
also declared that there was no one to 
fight within the party either from the left 
or from the right. Yet out of a total of 
about 1,200 delegates, nearly 300 voted 
against Stalin, whereas only three opposed 
Kirov; Mikoyan in his memoirs narrated 
how Kaganovich falsified the voting 
figures at the Congress (Nove I989A, 
pp 52-53]. The moderates’ views prevailed 
over the Congress; old oppodtion leaders 
like Bukharin, Zinoviev and Kamenev 
took the floor and were cheered. Kirov 
vns inducted into the PoUtburo which in¬ 
cluded reported liberals like Voroshilov, 
Rudzuiak and Kalinin (Daniels I960]. But 
then he was assassinated in December 
1934 and Slalin launched his purges there¬ 
after. This murder is seen by some schemata 
as engineered by Stalin in cite to .silence 
the moderates through the Great Ikrror 
launched soon after; indeed, the CC was 
decimated with about two-thirds of the 
members disappearing before the next 
Congress. Sceptics argue that there is no 
evidence of an anti-Siaiin grouping or of 
Kirov’s willingness to take the lead or of 
Stalin’s complicity in the murder. Could 
one; on the other hand, expect any pub¬ 
lish^ evidence in these matters until the 
archives are fully opened up? That Stalin 
himself took some liberal steps around 
1934 by freeing half the Gulag inmates in 
May 1933, granting the collective fanners 
the right to private plots and livestock, 
and making conciliatory gestures towards 
bourgeois specialists [Getty 1985, 
pp 93-96), and that many of these con¬ 
tinued till 1938, may indicate that Stalin 
was not staunch.y against the moderates. 
Of course, "the fight bring waged was no 
longer for or against Stalin, but for priori¬ 
ty of influence over him”, as Bukharin was 
alleged to have told Nicolaevsky (1965, 
p 48) during their meetings at Paris and 
Copenhageit in 1936. But the large nega¬ 
tive vote against Stalin does indicate a 
strong opposition to at least some of his 
policies, and this opposition was greatly 
weakened by Kirov's murder and the 
subsequent purges. An alternative to 
Stalin could not be ruled out of reckon¬ 
ing at this stage 

One may mention briefly the attempt 
to democratise society through the 1936 
Constitution and to introduce within the 
party elections with multiple candidates 
and secret votes. Getty (1991) has shown 
from the Smolensk archives (removed dur¬ 


ing the Nazi occupation and later tran¬ 
shipped to the US), that although it was 
initiated from above, public discussion on 
the draft constitution drew many genuine 
responses from below; many thought that 
it meant a return to private property, 
especially in agricultural land, many were 
critical because pensions and other social 
benefits were not guaranteed to the col¬ 
lective farmers, and many were distinctly 
anti-liberal towards ‘alien’ classes, viz, 
kulaks and priests. At party meetings in 
many localities, the ordinary members 
severely condemned the local bosses and 
had them removed. Ail these must have 
provoked the displeasure of the ‘hawks’ 
who prevailed upon the CC to cancel the 
elections in October 1937. 

3fet no one could put a lid on intra-party 
strife. Reports, some of which have been 
confirmed, indicate that the Politburo or 
CC was sharply divided over the question 
of Ikrror or its continuation on several 
occasions between December 1936 and 
January 1938 when it was decided that the 
main danger to the pany came, not from 
enemies inside (t e, ‘left’ or ‘right’ devia- 
tionkts within the party), but from 'the 
threat of war’ from the exterior. Ritter- 
spora even claims that Stalin published a 
letter ^along these lines, implicitly, 
repudiating his public call to continue 
with the purges as late as December 1937. 
Another letter from Stalin protesting 
against excessive sycophancy remained un¬ 
published till his death; “everything seems 
to suggest that some top dignitaries 
sought to launch a campaign against ‘the 
cult of personality’ already in 1938”. In 
his report to the 18th Party Congress of 
1939, Stalin defended the last purge, while 
most other dignitaries emphasised the ex¬ 
cesses; yet the new line he proclaimed was 
not his own, but that of his adversaries 
(Ritterspora 1984, pp 36(3-61; Rittersporn 
1988, pp 245ff|. I cannot, however, agree 
with Ritterspom's characterisation of this 
Congress as one of Stalin’s political 
defeat. Not only did his suprema-.-y remain 
unabated, but there was nobody to stop 
him from resuming the same, if not worse, 
kind of Terror shortly after the second 
world war. 

Now a few words about the Terror. The 
scale of repression under Stalin has few 
paralleis anywhere in the world. In the re¬ 
cent past the most cited are the estimates 
of Conquest; thanks to ‘dekulakisation’ 
from 1929 to 1935 about 11.0 million 
peasants, including women and children, 
were deported to far-away corners of the 
country of whom some 4.0 million died 
up to 1937. Another 7.0 million died dur¬ 
ing the famine of 1932-34 (Conquest 1988, 
pp 301-06]. Conquest’s (1968, p 533) 
estimate of ^litical casualties (exclusive 
of famine victims) is “20 million dead. 
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whk'h is almosi certainly loo low and 
might require an increase of 50 per cent 
or so, as the debit balance of the Stalinist 
regime for twenty-three years”. Sobheniisyn 
(1974. pp 24. 595) gave even higher figures 
of 15.0 million peasant exiles in 1929-30, 
and a Gulag population up to 12.0 million 
at any one point of time. What do the 
Soviet archival materials published in the 
last couple of years indicate? A total of 
1.8 million peasants were deponed in 
1930-31.1f one adds together these exiles, 
and inmates in prisons as well as in the 
Gulag camps and colonies, the aggregate 
did not exceed 3.0 million at any time up 
to 1945; these are al.so confirmed by the 
recent releases from the Censuses of 1937 
(2.66 million) and 1939 (2.% million). The 
number, however, ruse steeply to around 
5.0 million by 1953. Mortality was quite 
high—at 4,00,000 among peasants during 
1932-40, and 1.0 million in the Gulag 
camps from 1934 to 1947; total deaths 
should be higher since the figures exclude 
certain years as well as deaths in prisons 
and Gulag colonies [Zemskov 1990-91]. 
On famine deaths in 1932-34. Wheatcroft 
(1990) has argued for a figure of up to 5.0 
million on the basis of some demographic 
data; using another set of equally recent 
data, Ellman (1991) believes that Conquest 
was nearer the mark. Leaving aside this 
last question of famine deaths. Conquest’s 
conjectures on all other counts seem to be 
wildly exaggerated, even if one allows for 
some under-reporting in official sources 
due to inefficiency. Nevertheless, there is 
no gainsaying the fact that the Stalinist 
regime since 1929 was exceedingly ruthless 
and murdcroas contrary to all canons of 
socialism. 

In the period 1929-38, Stalin was not 
just a blood-thirsty ogre; he played at the 
same time ‘the principal role’ as a ‘revolu¬ 
tionary transformer and restorer’, accor¬ 
ding to Bialcr (1980, p 9). Alongside forc¬ 
ed col’ectivisation and industrialisation at 
a breakneck pace, was launched a Cultural 
Revulunon. reversing many of the policies 
pursued during the NEP, e g, a drive 
again.st the old intelligentsia, restrictions 
on artis'ic and religious freedoms, shor¬ 
tening the educational course curriculum 
in order to produce quickly qualified per¬ 
sonnel at various levels, preferential enrol- 
rncni oi worke-s’ and peatiants’ children 
in higher education, promotion of workers 
to positions o’ responsibility in industrial 
enterprises a.s well as ii, the collective and 
stale farms, et^.. Educational and social 
mobility has been well documonted by 
Sheila hiizpatiick •,1979) among others; 
thus five year schooline became com¬ 
pulsory; for every three pea.sanis entering 
a collective or state farm during the First 
Plan, one became an indu.sirial worker or 
employee, and 70 per cent of the new 
workers were veiy young, under 24 years 


of age; even among the pea.sant deportees 
over one million (including dependents) 
were engaged in industrial jobs; through¬ 
out the 1930s, 1-2 million young adults 
from villages joined the non-agricultural 
labour force; the number of white collar 
workers jumped from 4 to 14 million bet¬ 
ween 1926 and 1939, which necessitated 
the co-option of persons from losver strata 
into the intelligentsia. Since 1931 Stalin 
reversed some of the stringent anti-intel¬ 
lectual and anti-religious features of the 
Cultural Revolution. All this created a 
large support base Even the Great Purges 
of 1936-38, while it decimated the hierar¬ 
chy in the party, government and industry, 
promoted at the same time a large number 
of the new intelligentsia. The occupational 
structure of the entire population changed 
beyond recognition; the proportion engag¬ 
ed in agriculture nosedived from around 
80 per cent to 44 per cent or nearly one- 
h;ilf, between the two censuses of 1926 
and 1937; by the latter date workers and 
employees in all non-agricultural sectors 
constituted almost 40 per coil of the total 
workforce (Polyakov et at 1990). 

The phenomenon of Stalinism, is thus 
exceedingly complex. If the Great Terror 
is one side of (he coin, the other side is 
equally true. As Churchill put it, “he in¬ 
herited a Russia with a wooden plough, 
and left it with atomic wapons”. Post- 
glasnost Soviet critics of Stalin recognise 
the depth of popular support. Thus Latsis 
observed that among millions, especially 
the youth till at least 1937, there was real 
enthusiasm: "Among the people there was 
both hatred and reverence towards the 
Leader and the Teacher’’. And Adzhubei, 
the son-in-law of Khrushchev, recalls that 
after Stalin’s death, there was “a wide 
spread feeling of vulnerability... ‘He can 
do everything, he will find the correct 
solution*; that was how people thought... 
[He was placed in people’s mind] higher 
than God, closer than father and mother, 
unique". “Clearty, this was not just a mat¬ 
ter of combination of terror and propa¬ 
ganda”, as Nove (I989A, pp 28-30,61) has 
concluded. 

Returning to the totaliurian model, it 
presupposed that terror was an integral 
part of the system, which had to continue 
after Stalin. It thus failed to explain how 
millions were freed from exile and the 
Gulag from 1953 onward, not to speak of 
(he momentous changes initiated at the 
20th Party Congress that ended the terror 
definitively Recent revelations confirm 
what was guessed earlier by western 
specialists, namely, that Khrushchev took 
enormous personal risks with the secret 
speech at the Congress, and even after¬ 
wards one major attempt was made in 
1957 to unseat him. Although opinion is 
divided, 1 believe that he was a genuine 


reformer, though he did not or coiifd tibi 
go far enough. 

Khrushchev, in the words of the con¬ 
temporary Soviet critic Burlatsky, “walked 
on two legs, one marching boldly into the 
new epoch, the other totally stuck in the 
mud of the past". Fedorov has listed some 
of the real achievements: punishment 
without a trial was abolished, hitherto 
nominal pensions were raised to some¬ 
what decent levels, the burden of taxes, 
exactions, etc, on the peasants were greatly 
reduced, if not remoi^, and the housing 
situation improved greatly. In the cultural 
sphere, too, there was a major break¬ 
through, although Khrushchev’s diatribes 
against modern, abstract art and disap¬ 
proval of Pasternak, pul the clock back. 
Another Soviet scholar has called him the 
•last Romantic* (cited in Nove I989A, 
p 55). R>r all the contradictions, the years, 
1959^2. were characterised by Daniels “as 
a golden age in Soviet cultural life”. Above 
all, the end to the terror machine and free¬ 
ing millions from the Gulag, peasant set¬ 
tlements, etc; earned him enormous 
popular support. Daniels (1988, pp 64-67) 
also wrote: “Ordinary soviet citizens, as 
1 observed myself during a visit in August 
and September 1956, belicicd their coun¬ 
try had taken a quantum leap toward rice- 
dom." When he died several years after 
having lost power, ‘the authorities’, accor¬ 
ding to Nove (I989A, p 55), took elabo¬ 
rate measures to stop people from aticn 
ding his funeral. 

For some Mestern scholars Khrushchev 
was a radical reformer who wanted to 
"dismantle the system on which the privi¬ 
leges of power and bureaucracy rested” 
[Macaulcy, p 27|. Under Khrushchev par¬ 
ty membership rose phenomenally from 
6.9 to 11.0 million during 1954-64. On the 
major issue of de-Stalini$aiion, he bypass¬ 
ed the hierarchical channels of communi¬ 
cation and appealed directly to ihe mass 
of party members. On other matters when 
he clashed with his colleagues, he con¬ 
sistently tried to involve strau outside the 
party. In some cases, the party organ.s 
were ignored and outside experts, especial¬ 
ly scientists, were brought into decision¬ 
making committees; at times, however, he 
let his personal predilections lake the, 
upper hand and banked on individuals 
(e g, the notorious protege of Stalin. 
Lysenko) who did not command the res¬ 
pect of fellow academics. Outlays on 
science and R and D increased very 
substantially during the Khrushchev years, 
and there was a much greater opening to 
the outside world of learning. Moreover, 
the 22nd Congress of 1961 characterised 
Ihe USSR as an ‘all-peoples’ state’ rather 
than a ‘proletarian dictatorship*. He even 
took minor steps towards ‘the withering 
away of the state’: sports and many other 
many social organisations were taken out 
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of the ambit of the government and its 
minhtriet. 

For all his popularity Khrushchev lost 
out. His successors blamed him for 'haie- 
brained schemes’, which was no doubt 
tnir, but they fiukd to single out any major 
blunder serious enough to justify his 
removal. Actually, the pany and govern¬ 
ment bureaucracy felt deeply insecure 
under Khrushchev. Thus the 22nd Con¬ 
gress stipulated regular rotation of elected 
executives (from one-quarter to one-half 
on each occasion) at ^1 levels up to the 
Presidium of the CC, and a maximum 
tenure, varying from six to 12 years; in 
other words, no one could henceforth oc¬ 
cupy leading positions at any level in¬ 
definitely. The bifurcation of basic party 
units into industrial and agricultural wings 
so that cadres had to specialise was 
anathema to the local leaders who were 
used to lording it over all matters. The 
abolition of the all-union industrial 
ministries and their replacement by 104 
regional economic councils, and the wind¬ 
ing up of machine tractor stations (MTS) 
in agriculture, had already shaken the 
power-base of many central leaders. More¬ 
over, Khrushchev frequently shunted 
leaders from one post to another, unset¬ 
tling them in the process. As a result many 
of the men he had himself promoted like 
Kozlov, Suslov and Brezhnev, turned 
against him. The neo-Stalinists broke into 
the circular flow of power (i e. the top 
selecting the local leaders and the latter 
supporting the former) and undermined 
the leader bureaucratically. The cons¬ 
piracy hypothesis is supported by the fact 
that only 12 of the lOI newcomers to the 
CC in 1961 lost their seats in 1966; by 
contrast, more than one-half of the CC 
members elected in l%l were freshers 
[Daniels 1988, pp 91-92]. Another factor 
was Khrushchev’s anti-military image— 
his stress on ‘firepower’ as against ‘the 
army great coats’ like Zhukov. Tlie partial 
test ban treaty with the US in 1963 was 
much to the dislike of the military esta¬ 
blishment in both countries [Hodgson 
1976, pp 112-13). 

lb Left-wiitg critics, whether in China 
under Mao or elsewhere in the third world 
and the west. Khrushchev was the arch¬ 
revisionist for four main reasons; (i) His 
intemperate attack on Stalin created 
widespread confusion and disarray among 
socialists everywhere, thereby weakening 
the worldwide anti-imperialist struggle, (ii) 
In replacing ’proletarian dictatorship' by 
the concept of ’all people’s state', Khrush¬ 
chev abandoned the path of class strug¬ 
gles and opted fur the politics of class har¬ 
mony, which would inexorably lead to the 
restoration of capitalism, (iii) On econo 
mit matters he seemed to favour market 
forces against the plan, and encourage 
state enterprises to maximise puifits 


through the market. This question will be 
taken up in the next section, (iv) In the 
realm of foreign policy, his theory of 
peaceful co-existence led in efiect to com¬ 
promises with the imperialist powers 
against the interests of the oppressed 
nations of the third world. 

As for the Tirsl two points, we have 
argued at length that it is erroneous to 
equate Stalinism with socialism. Of course, 
few were satisfied with Khrushdiev’s one¬ 
dimensional stress on Stalin’s personality 
cult. More important is to examine what 
Khrushchev was trying to achieve through 
de-Stalinisation. If, as noted above, he 
made efforts to decoitralise economic-ad¬ 
ministration. reduce the arbitrary power 
of the authorities, ensure a more rapid 
turnover among elected leaders at ail 
levels, or induct non-party intellectuals 
and scientists into the decision-making 
process, and was finally overthiown 
through a conspiracy at the top. it would 
ai^ar that Khrushchev, far from helping 
the nomenklatura to consolidate its hold 
over society, was fighting hard to clip its 
wings. Ironically, Mao’s clarion call to the 
lower ranks of the party as well as the 
non-party youth to ‘bombard the party 
headquarters’ during the Cultural Revolu¬ 
tion of the late 1960s was in essence not 
dissimilar to Khrushchev’s. 

Returning to Khrushchev in power, 
available evidence throws little light on 
whether he really intended to implement 
in letter and spirit the Soviet constitution 
of 1936. without which socialist demo¬ 
cracy was unthinkable. Actually, he was 
himself quite authoritarian on many mat¬ 
ters, as briefly noted above. But “his 
power was notably eepended in efforts to 
change institutions and policies, and its 
limits were most visibly tested in the tug- 
of-war with leadership opposition" fBialcr 
1980, p 7I|. Could it explain some of the 
zigzags? 

In foreign policy, ton, Khrushchev lett 
a mixed legacy. By no standards csii one 
justify his attempt to bully Ruma- ta. 
Albania and China, or the withdrawal of 
Soviet technicians and industrial biuc 
prints from China. On the other haiid. h> 
was generous towards hi, allies n. c.isi 
Europe; Poland was compensated toi il..- 
low prices of her coal exported eaiher to 
the USSR; and the new pattern of re -.ior... 
specialisatioi enabled I as' Europe ii> li>-i 
centratc on high-value aided guciJs like 
niachinerv utidoilu- nu'uutaviures, wh>'e 
the U.vSk bivaine the v.ipplici oi i.-i. 
raw niaieiiais and fuels. 

Killushchc-.V man r ,.cl;ic\eii! .;: -.x i' 
helping a iin.ither ol thud world < .<”r.i!ie 
to btcak out ol the age old heg; ..i.ui. < 
wesiei n imjHiialism. I'he big., i •. ic.ii . . 
the west ceitainly came liom s,-.' 
lioi-s. above all in ( hi ia, .ut. o.o i • 
Viei iain and Nmih Kou.*. t i.i ii i.. 


Stalemate over the Korean war was un¬ 
doubtedly another landmark. It is also 
true that Stalin in his last days began to 
appreciate the special role of Nehru’s 
India. But it was Khrushchev who took 
a big initiative (in concert with Mao’s 
China) in actively supporting, often 
through technical and economic aid, 
states like India, Indonesia, Egypt, 
Ghana, Cuba, and so on, in their pursuit 
of an independent foreign policy and an 
autonomou.s path cf industrialisation. 
Neither ihc 'theory of peaceful co¬ 
existence-’, not I he Camp David talks (bet¬ 
ween KhiU'.hchcv and Eisenhower) nor 
the withdrawal of Soviet missiles frpm 
Cuba in 1962. can be construed as so 
many instances of capitulation before the 
west If anything, the Soviets greatly 
streiigthened over time their political and 
economic lies with the non-aligned coun¬ 
tries. much to the ai.vcomfort of the west; 
a nuclear war has been averted; and to this 
day, Cuba terrains free from American 
aggression thanks to the Khrushchev- 
Kennedy agreement. Notwithstanding the 
far from minor blemishes on account of 
China, Albania and Rumania, in other 
respects Khrushchev’s foreign policy thus 
advanced one of the basic goals of the 
Bolshevik revolution, viz, weakening the 
west’s stranglehold over the third world, 
far more than was possible in Stalin's time. 
Besides, Khrushchev believed, however 
utopian i might appear in retrospea, that 
the USSR would, in a decade or so, over¬ 
take the US economically, and hence the 
question of an abject surrender could not 
have arisen. 

With the fall of Khrushchev, there were 
no further attempts at a meaningful re¬ 
form of tlie politiuil, cultural or economic 
life. Devoid of any vision, the new leaders 
became solely interested in reinforcing 
their own position and pursued narrow 
self-interest. The process of de-Stalini- 
setion was ha'ted. but there wa.s no ques- 
'icm of resurrcciuig Stalin’s totalitaria¬ 
nism Ii. stead, j cimvervative reaction set 
•n which wav deadly lor politics, the 
Inimai'. scu-icev .i- well as the cultural life. 
Nk i:h UK'' Mils .t'lruplion III public life, 
.ii'd iiiiM- .le.ji'lc icviriclions on the 
creaii'e .i.'iivi-. -viiieoi the world famous 
pervoi .jl'tics I ke the p-un-sts. David and 
igur O.'.iijkh. the cellist. Kusirupuvich 
and i.iv wife Vi'nii-'vvka;.a, the -ingc;. 

• -l.-l.c Hid Sinvavskii among 

wri.,'-. .1.' -•ni.gtaied abioad .After the 
.1 R did not c\pc;ience such 

•i. c -.o liiagc 1)1 latcn.s till the 19 ‘^os. 
\l : .■■ ihein had been u>iilarl\ visuing 
.hi «»•'.. .'ll.: -v»ine d-d so even m Itie 
i ■■ •' no! j- if they -cized the 

i-.'M .Ti ■ ilec .'l-'.'.id. Rather 'he' 
t I 1 1 ‘v .' '..lied front the 

111i.ii r.-;- In' and l.-'.jiid 'he .ens--rv 
: -11!.' . ce- ICS tiiibcarabic 


Licononiic and Political Weekiv luiiu.ir> .t'l. I lui 


PI 



IUa4 OHict: IDS11 >.•« Ui<« faridi, Bonbir 400 OOS KiflMil OlHcti: lOIIMy: Nwimn Wiavui. 227. Vmiir K. Sluli Itaig. NHiman Pmi, P.R M. iIOTO, Btobay 4N02I CUfinTA: 44. SMitipMfi 
Saiaii' PI! Itcioic; Cakiina700 017 SUWAMTI: Opp Sffiimal Otlm.Q.3 Ho«I.BIi4iig4giili,6uifalilli7lt005 KU)MS:4M.4niiiS<lai.Ntiidtum.PJ.Ho.l20I.IMiulH02S.MWI)iU*' 
in(lunP(iiCi<»s!i<K«iyBuiiiling.1.R«OCiouRiiad.PB.No23t.Na«D4lhittOIMI InMliOneniMWEOUAD; NtpUina7«ii«i.2fUl(3fOFIo«i.AaOtiiiiRo*4.P.B.No22.MiiiiiiliM3n2N.MU<n''. 
MaiOin. ling Aiiaul 700 001 BANGALOM: JanaiMian ToMf. In Flon, 2. RtiiOmci AoiO. P.B. Mo.2t22, Bingjlno bOO 02S. BEISAIW: BuHwu BaMng, Opp. Swiint HinBil RaMuiM. KMt 
iU/ar 8elga<7T. BHOPAl:6.Mil4viyiN4g«.Opp.Ra|Bliinii.Ailj loLIC. Blupal4(2g02 IHUWWmABilPICOLMouia.JIliFlooi.Jtnipilli. P.B.NPlS0.Bli<it«wwv7BtBB7. CNABnaAMfcS.C.O 
1«S 146 is'Drillivnrs Sicioi 17C.P.B No27.C1.indig4(1i 160017 C01IIUTOIK:Clii7iiiTOMti.7t«.Go«1.AiuColMgfRoMl.C(iiffllii1ofiB4l01l.nilAPm:'lHWlliMttnooi.MirlWMlJiiKWii. 






FIXED DEPOSIT 


The choice is entirely yours. WHh IDBI's Fixed Deposit Scheme. You can use the deposit to 
yield useful expmse money every month, month after month. Or decide that the deposit 
will give your income a boost every quarter. On ttte other hand, you can decide to 
collect the interest on your deposit at one go. As an instant windfall right at the 
beginning of the deposit (an option which will make sense to those considering multiple 
investments), or the more straightforward one of coHecbng your deposit and interest, asfuture 
capital at the end of the deposit period. The following table exemplifies the r^ioice you have. 

THE FOUR-WAY OPTION WITH IDBI’S FIXED DEPOSIT SCHEME*. 



TYPE 

WMMUHDEPOSn’ 

YIELD STRUCTURE 

REMARKS 

Monthly Income Option 

no.so,oao 

ns.S04 eveiy month on • 

S year depooll at IM.SO.OOO. 

You art agrae But Bie Rs.50.000 llooi limit 
anaurea B maanmglul monthly leUirn. 

Quarteily Income Option 

Rs.25.000 

Rs.906a«eiy quarter 

on a S year deposB ol Hs.2S.000. 

TomaelNioooealro 
eaponaes Mie achool teas, olc 

Lumpoum OiocounM InlereM OpBon 

Rs.2S.000 

You aril gel Rs.12.300 ImmadiBlsIy 
on a $ year Rs.2S,000 daposB. 

Whan you want to invest part of yaw 
capKal m a zero-iiBk depoa*. 

CumuMive Opton 

Rs.25,0a0 

A Rs.2S,000 dapoaB bacomas 
Rs.SO.a76 in S years. 

An annual eapBal appreculian rale 
ol 20.00%! 


*/MBTSsr i/piD Rs. 7,000 on Hie abom dcpoali am-wmnpiunifirSKSon SOL or thelncomaTaxAel. 1961 


CRiSIL 

RATING 

F A A A 

Pronounced 
t TfipIO A 


Rs.1,000. The base interest rate for a three year deposit is ! piswonnhinosieiMass or iDerafixEo deposit scheme ' 
14%.Andadeposittermoffiveyearsandmorefetchesabase .Nanw . 

rate of 14.5%. . _ ■ 

Whafs more, this deposit comes with the guarantee of India's |°vniuin> _ ■ 

I 
I 


Ph 


premier development bank - IDBI. A fact that is reflected in the FAAA rating by | 

CRISIL given to this product indicating the highest degree of safety, where | 

paymentotinterestandcapitalareconcemed.Youwitlagreethidanorganisation ^ rwMnwrBcotmnytwnMrniiooiaffin 

that handled Rs.7600 crores in loans in 1991-92 for the Indian industry can take very good care of your money. 

Want to know more? Fill out the coupon. Or contact your nearest IDBI office or any authorised lOBI agent. 

And nmmbtrtht following emMvalltathfB opportunity: • R 6 »ldontlndi¥ldual$ 9 ldnduUndMdodFoHillus 0 Partnonliip 
Fkmo ^Componitt/BodlooCorponlo/Soelotioo ^Tnult/AMOodnllonOfPonons. 




INDUSTRIAL DEVELOPMENT BANK OF INDIA 

bankehs to the industry 

DliM»iii-milI.imKIIUW;D.lto.S4-IN1tt.ClwHRoi4.P.B.Ito.irO.HW«iMWOai.MUUHm:IS02.RaiMa|.NwRwiSli«a'C«|»f>lHmSi«)wfti.Wti3hiTMri.Ja()ai«ur4UMl JMPUR: 
Aiun4 WUMII. IH Row. Smui CliM*a Raa«. P. B. Na.2i. Jmtm 30! HI. JAHHU: tO-CC. Oudlii Nagit, P 8. No.3, Jmmw IH 004 KANPUR; VhwiIm Smnli. ind Floor. IMM-B. CwO Umt. Kiopur iU 
Ht ROCM: KinOimtiililhyTomoit. tih Root. H.G. Rood. P.B. No.n». KacM003011. KOTA: Sol./og Blmui. Ill Flooi, I AoioOioncCoUo. Kola 334 Mr GOA; EDC Houaa. tm Floor Dt Almaram BorKai 
ROM. Pan#. Goa 403 Ml. PATNA: HawYa Canoa. I. Fraaai RoaO. P. B. No lH. Palna OH Ml IWLLONG: Don Born Sqiiara. laKum Kliiaii Road. SiKiiono 103003. SHMU: Jao«an Jyolhi. Ula lamai 
RaiCkoMi. TktMaO. P.B. No.Sa. SKiMa 171 Ml. SRINAaAR; Sonam BaoK. Srlaaiai 1H004. BURAT: 331130. Balgnai Tomi. Dm Imtat Bui Slaml. Surat .1M 003 TNIRUVANAIITHAPURAN: AkUuya 
Tomii. IoI Row. Saatkamangalani JuncOan. nurwananlliaiiuiaai BM 010. WBAKIMPATIIAH: 13 30 3. IM FKm. Aoiini«a AicaOa. Maharmpoia. JagadamOa Conn. VaaKkapamam S30 003. 


ULKA FUTURES 15732 R 


January 30, 1993 










Bebides, iimuincrabtc dissidentb, even 
luminaries like Sakharov, were detained in 
menial hospitals. In shun, there was a 
complete rupture between the leadership 
and large segments of the intelligentsia. 

The ascendanc>' of the conservative 
forces in the (^SSR had a very adverse im¬ 
pact elsewhere in the Soviet sphere of in- 
lluence. In the late 19.50s and early 1960s 
many observers inside and outside the 
Soviet bloc enteilaiiied the hope that the 
cast huropeaiis would be allowed, if not 
encouraged, to experiment with new 
forms of political and economic demo¬ 
cracy, which could later be adapted to the 
Soviet scene. One may recall that although 
the Hungarian uprising in the summer of 
1956 wa.s crushed mililaiily, Oomulka's 
rise in Poland a few months later wa.s 
strongly supported by Khrushchev against 
hardlineis like Molotov. But Brezhnev et 
al did not share this perspective. Thus 
when Dubcek in 1968 attempted to usher 
in 'socialism with a human face’ by 
democratising the party and proposed a 
transition from centralised to market- 
oriented planning, he was removed from 
office by the invading Red Army. The pro¬ 
spects of reform seemed all but dead in 
east Europe and the USSR. 

II 

Alttrraaliwa lo Stalinial Economics 

The dominant view among western 
scholars like E H Carr, Maurice Dobb, 
Alee Nove. R W Davies and so on. has 
upheld Stalin's perspective on industriali¬ 
sation. Surplus grains could not be col¬ 
lected from the kulaks except at gunpoint; 
erga forced colleaivisation was needed in 
order to feed a growing urban workforce. 
High speed industrialisation requires a 
corresponding rate of investment, and 
hence a large volume of surplus product, 
i e, total product minus socially necessary 
consumption. In a predominantly agra¬ 
rian economy the surplus can only come 
from that sector, implying that it had to 
be squeezed rather hard as Preobrazhensky 
had theorised back in 1923. Bukharin’s 
alternative has gained many adherents 
after the publication about two decades 
ago of some crucial macro-economic data 
pertaining to the 1930s. As I have argued 
at length vindicating Bukharin's perspec¬ 
tive elsewhere [Chandra 1992), 1 shall be 
brief. 

The crisis of grain procurement which 
triggered off forced collectivisation is at¬ 
tributed in thi.s view to an erroneous price 
policy for grains after !027 and the inabili¬ 
ty or unwillingne.vi. r>r the .government to 
maintain adequate su'...>a. replenished 
whenever necessary ny imirort or a cut in 
export of gra IIS, for me sake lA indnsiria- 
iisation, restn'-cc-. hud lo Nr niiinped ut 


of agriculture, Bukharin agreed, but only 
at a moderate rate. While supporting 
economic or lax measures against kulaks, 
he fell that the cla.ss structure among the 
peasantry was so complex that a policy to 
liquidate kulaks as a class might anta¬ 
gonise the middle pea.sants who were now 
in a majority; basing himself on the last 
five articles of Lenin on co-operation 
which, incidentally, were inspired by 
C'hayanov [Kagarlilskii 1990], Bukharin 
advcKaied a voluntary route to collix- 
livisaiion. Further, as the rate of industrial 
investment and production went up subs¬ 
tantially from 1924-25 to 1927-28, the 
strains were already visible on many 
fronts; many consumer goods were in 
short supply, and state reserves of key 
resources had disappeared so that plans 
became unrealistic; simultaneously, 
Rabkrin (Workers* and Peasants' Inspec¬ 
torate) was pointing out enormous wastes 
in the use of scarce materials, equipment 
and manpower. A sudden attempi to raise 
the tempo would, Bukharin felt, disrupt 
the whole fabric of NEP. In practice, 
agricultural output remained consistently 
below the 1927-28 level until the end of 
the Stalin era, and peasants destroyed half 
the livestock instead of handing them over 
to the collective farms. Industrial output 
expanded at an astonishing rate surpass¬ 
ing anything achieved anywhere else in the 
world. Yet avoidable wastage of all 
resources was also colossal. Bukharin'.<« 
alternative, since it rejected the idea of a 
‘second revolution’ would certainly have 
averted the agricultural disaster, especially 
the famine of 1932-34. Peasants would 
have no reason to slaughter the draught 
animals and hence the pace of tractorisa- 
lion could be slowed down considerably. 
In that case half the output of quality steel 
in 1933 that went into tractors [Davies 
1976] could be used in other sectors; if in 
industry and construction there was a 
greater .stress on the economy of resources, 
if the planning and technical blueprints 
for new investments were signiricantly less 
chaotic than they were, if the bourgeois 
specialists were drawn into the task, and 
if the counter-productive Gulag system 
never came into being, there is every 
reason to believe that the socially useful 
volume of industrial output and invest- 
mcni at the end of the 1930s would have 
been n- lower than the actual; instead of 
a sharp in'tiai acceleration (Stalin’s Great 
l-eap III 1929-32) followed by deceleration 
tup to 19.34 or 1935), the growth path 
would have been much more steady. In his 
1928 /Vo/cj o / an Economist. Bukharin 
(1988) preci.scly called for such an ap¬ 
proach. Indeed, the famous First Five-Year 
Plan, elaborated by a large team that in¬ 
cluded many of his Iriends, was endorsed 
by Bukharin, but he rejected the subsc 


queni optimal targets drawn up at the 
behest of Stalin. As /aleski (1962, 
pp .R)2f0 has shown with meticulous care, 
only a small handful of the latter were ac¬ 
tually attained al the end of 1932, but the 
shortfall was very large in respect of most 
crucial items. 

It leads me to question Nove’s (1989, 
p 34) remark that Bukharin was “content 
with a moderate rate of accumulation" 
and hence a slower rate of growth. Sui- 
prisingly, Davies (1989), too, in the taicsi 
third volume of his majestic 12-voluinc 
history of industrialisation, reaches a 
similar conclusion after describing in 
detail the planlessness and utter chaos siir 
rounding Stalin’s Great leap Forward. 
Moreover, in Bukharin's alternative the 
market equilibrium would be maintained, 
although the state would play a dominant 
role: capital investments might usually be 
Financed through repayable bank loans 
ensuring their viability rather than through 
outright budgetary grants which tend to 
dilute accountability all round; besides, in 
the absence of growth mania and with 
adequate stocks of different key resources, 
there would be no need for their ovcrcen- 
tralised allocation which, one may note, 
is the hallmark of a command economy. 
From practically every point of view - 
humanitarian. social or narrowly material, 
Bukharin’s perspective appears to be 
superior to what happened under Stalin 
who actually improvised as he went 
ahead, rather than following a pre¬ 
conceived strategy. In the words of Nove 
(1989. p 42), "Stalin launched ma.ss col¬ 
lectivisation suddenly and without prepa¬ 
ration, in his declaration of 7 November 
1929”. He reacted to events as they emerg¬ 
ed, and occasionally retreated under 
pressure. As noted earlier, it seems that 
Bukharin’s caution as against the almost 
missionary zeal of Stalin tilted the balance 
in the laircr’.s favour among the higher 
echelons of the party. 

The problem of integrating the market 
with planning has dogged the Soviet thin¬ 
kers all through. Even bclorc the First 
Plan was over, there ensued in 1932 a 
debate on the .socialist market, encouraged 
by Ordzhonikidze who wa.s then in charge 
of heavy industry and had Bukharin as 
one of his main advisers at the head of 
the scieniiFic division (Davies i984|. The 
debate focused on khozraschet (earnomic 
accounting), i e, a strict profit and loss 
calculus for every enterprise, and the 
desirability of direct trade relation bet¬ 
ween state enterprises through written 
contracts, etc, rather than through centra¬ 
lised allocation. Before the end of the 
year, the debate was abruptly terminated 
by the Politburo. However, early in 1933, 
Stalin himself took the lead and called for 
more orJcrly planning and administration 
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of the economy, for khoaaschet; it was 
reflected in the somewhat moderate tar¬ 
gets set for the Second Plan, the abolition 
of rationing in 1934 and a sharp fall in 
the free or kcrikhoz market prices bring¬ 
ing them gradually at par with those in 
state shops (Davies 1991J. With the war 
looming large on the horizon, the situa¬ 
tion worsened all round from 1938. 

Next i come to Stalin’s famous essay of 
1952 on the Economic Problems of 
Socialism in the USSR. To many scholars 
it reinforced the old, rigid theory and 
practice, harped on the inevitability of war 
between capitalism and socialism and 
allowed the law of value or the market an 
extremely circumscribed role in transac¬ 
tions between state enterprises and those 
under other forms of ownership like the 
collective farms. For Oskar Lange (1954), 
however, this essay represented a major 
departure insofar as it opened up discus¬ 
sions on a wide front like the appropriate 
agricultural price policy, equilibrium in 
the market for consumer go^s generally, 
the consequent impact on at least some 
segments of the investment plan, and the 
importance for long-term profitability of 
state enterprises. A big debate on the ‘Law 
of Value under Socialism’ started in the 
mid-1950s in the USSR and Poland, and 
later spread to Hungary, Czechoslovakia, 
etc I may cite two specific formulations 
from Stalin; (I) Under socialism men pro¬ 
duce not for the sake of production, but 
for the maximum satisfaction of con 
tinually growing material and cultural 
needs of society; (2) Commodity produc¬ 
tion served slave society, feudal society 
as well as capitalism; it can also serve 
socialist society up to a certain time until 
a uniform pattern of ownership is esta¬ 
blished [Ourgin 1984, pp 133-36]. Few 
would quarrel with the first; the latter has 
been contested by many Marxists, especial¬ 
ly outside the Soviet Union. I think that 
Stalin did not go far enough on this ques¬ 
tion and his critics were barking up the 
wrong tree 

Did Khrushchev try an alternative 
model? By disbanding the MTS (machine 
tractor stations) and turning the tractors 
over to the 'kolkhozy*. he struck at the 
centralised power structure rather than 
altered the economic mechanism; the 
same is true for hi.s industrial reorganisa¬ 
tion which abolished the all-union indust¬ 
rial ministries and delegated responsibility 
to about 104 regional ‘sovnarkhozy’; but 
republican ministries came up shortly. 
That Khrushchev wanted to change the 
system more thoroughly is indicated by 
the publication in the Pravda of Liber¬ 
man’s famous article in 1962 proposing 
that firms should be guided by profits 
rather than the centrally planned volume 
of production, and that the central alioca 


lion system be replarad by direct contracts 
tMween state enterprises. (In essence, the 
Liberman proposals closely resembled the 
ideas spawned during the 1932 debate.) 
Experiments were carried out with a 
number of different success indicators for 
firms. But there was widespread appre¬ 
hension that in the absence of command 
planning, the rate of growth would taper 
off. The protagonists of status quo 
thought that central allocation of scarce 
materials ensured their full utilisation; if 
these were to be traded freely between 
state enterprises, there might be wide¬ 
spread hoarding of such materials, and 
the prices would shoot up since the goods 
were often produced by a very small 
number of firms. In order to counteract 
these tendencies the state would require 
large reserves (as Bukharin had proposed 
earlier); such reserves, ruling out imports, 
could be built only by withdrawing the in¬ 
puts from the production stream and as 
a result aggregate output would fall. This 
argument overlooked the huge accumula¬ 
tion ofstocks of key inputs by the enter¬ 
prises in a semi-clandestine manner out¬ 
side the control of the Gosplan. Moreover, 
if the state remained committed to fiscal 
and monetary stability, the inflationary 
dangers (of relying more on the market 
forces) could be averted. Alongside the 
debate on planning, there was a parallel 
one on the desirability of continuing with 
the traditional emphasis on the priority 
growth of producer vLs-a-vis consumer 
goods industries. Once again, orthodoxy 
prevailed. 

With hindsight one may cite a leading 
Soviet economic reformer of the 1960s, 
the late academic Nemchinov, who had 
characterised the economy as “an ossified, 
mechanical system" and proceeded to pro¬ 
nounce a death sentence; “An economic 
system so fettered from top to bottom, will 
put a brake on .sodal and technological 
progress, and will break down, sooner or 
later, under the pressure of real prw'esses 
of economic life" ^ited in Lewin 1991, 
p viiij. 

A major problem with the reforms since 
the 1950s was that many prices were out 
of alignment with costs, leading to over' 
or covert subsidies. If. however, food 
prices were to be raised by a significant 
margin, there was a risk of popular unrest 
as in East Germany and Poland in the 
19.50s. It could be obviatiKl by an appro 
priate rise in income, but the outcome 
might be inflation, pure and simple. Many 
of the reform economists by the late 1960s 
gradually veered round to the view that 
the only safeguard against popular wrath 
was the existence of a democratic govern¬ 
ment that enjoyed mass support. I his is 
confiimed almost in a laboratory fashion 
by the happenings in Poland; while the 


1970 increase in meat price triggered off 
a popular uprising leading to the replace¬ 
ment of Gomulka by Gierek at the helm 
of the party, a far sleeper rise in food 
prices in the late 1980s under a democratic 
regime barely caused a ripple In any case, 
so long as the economic growth rate in 
these countries remained well above those 
in the west, creating the illusion of cat¬ 
ching up, the party was in no mood to 
relinquish its monopoly control over the 
command economy. In this double sense 
of freedom from arbitrary planning irres¬ 
pective of the consumers’ desires, and of 
freedom from the party's monopoly over 
economy and society, the demand for a 
market economy became synonymous 
with that for democracy. 

Ill 

Pereatroika 

For many years after the fall of 
Khrushchev there was no slackening in the 
Soviet economy, and the economic dis¬ 
tance with the west gradually narrowed. 
But the problems of technical progress, 
especially in civilian sectors, began to 
worry the discerning Soviet scholars from 
the early 1960s; machines with compara¬ 
ble productivity were typically much 
heavier than in the west so that the Soviets 
needed more of intermediates like steel, 
and also fuel to manufacture the same 
quantum of final goods. Economic refor¬ 
mers like Kantorovich, Liberman and 
Nemchinov thought that the incentive 
system for management at various levels 
from the enterprise upwards did not pro¬ 
vide sufficient inducement to minimise 
resource use, and had to be drastically 
changed. Unable to take this radical step 
(Amann 1987], the Brezhnev leadership in 
the early 1970s took the soft option of im¬ 
porting on a large-scale technology and 
machinery from western Europe Conse¬ 
quently, production went up sharply in a 
few branches like motor vehicles, chemi¬ 
cals, etc. But there was poor assimilation 
of imported technology and even poorer 
diffusion of the new technologies in other 
branches. I'hc technological gap in in¬ 
dustry widened, and the growth rate 
began to decline. 

From Khru.vhctiev's days enormous in¬ 
vestments weie made in agriculture by way 
of irrigation, machinery, chemical ferti- 
lisois and |.<esiicides. Food output did 
iMviea.se but not at a rate commensurate 
ciihei with the size of investment or with 
the demand from the population. More¬ 
over, the wastage, from the point of 
harvesting to that of retail sate, greatly 
increased due to poor transportation, 
warehousing and pilfering, reflecting 
again ihc deficiencies of ovcrcentialisa- 
lion At the same time the incomes of 
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workers and collective farmers went up, 
who wanted ever larger quantities of ‘high 
quality’ goods like meat and milk. Rxider 
requirements outstripped the domestic 
supply by a large margin, which entailed 
from the early I97()s annual imports of 
up to 20 milliun tons from the US and 
elsewhere. 

The excessive demand for imports, 
whether for industry (technologies and 
machinery) or for agriculture, was not 
compensated by a corresponding increase 
in export of manufactures. Industrial im¬ 
ports from the west were financed to a 
large extent through commercial loans 
from their banks. I'he steep rise in petro¬ 
leum prices in 1973 came as a temporary 
bonanza for the USSR with her huge 
resources and helped her to avoid the debt 
trap. By the 1980s as the ‘real’ price of oil 
fell sharply, the idyll was over. 

The budgetary problems, too, became 
more and more acute. The ever higher 
capitalisation of agriculture in conjunc¬ 
tion with the growing incomes of the pro¬ 
ducers led to a noticeable increase in the 
costs of production and distribution. Vet 
food prices were frozen at the level of the 
early 1960s to prevent a popular backlash. 
In consequence agricultural subsidies in 
one form or another went up by leaps and 
bounds. According to one Soviet estimate 
which in spite of conceptual flaws may 
not be misleading, the subsidy on meat 
and milk alone in 1983 amounted to 40 
billion rubles, although the agricultural 
sector as a whole contributed only 112.7 
billion rubles to the national income in 
1984 (Nove 1986, pp IIS, 247, 42). 
Anothei major source of budget deficit 
was the increasing subsidies on housing, 
domestic power supply, transportation 
and other public utility services; prices 
had necn fi.xed decades earlier, while costs 
kept mounting Thirdly, a large proportion 
of firms in the producer good sectors were 
run at a loss that went on rising over the 
years, l-ourthly, defence outlays were sky- 
rtKkciing in competition with the US and 
other western powers and reached an in¬ 
tolerable level, variously e.stimatcd at 15 
to .t(i per cent ol ihe national income in 
the early 1980s. 

All these subsidies, and especially the 
defence outlays, began to fell heavily on 
ihe national exchequer as Ihe Soviet 
economy lost its growth momentum. The 
rale ol growth of national income was 
decelerating from the !950s, and since 
1978 there was a complete standstill, il tmt 
decline l'> per capita consumption the 
Soviet record was woise: the gap vis a vis, 
Austria widened cicn during l9fi(i-73. as 
I'hapinan showed jtiied in Bialer 1980, 
p 16 ^ 1 . n»ii (,. sirciik of itic iaicr years 

Thus ihc ..Mcm had reached a dead 
end when the Mnn! leadership installed 


Ciorbachev at the helm, hoping that he 
would bring a fresh wind of change. His 
answer lay in glasnost and perestroika that 
had four key components; 

(a) Open discussion about the past, 
especially vtolation of socialist legality 
since 1917, was an essential prelude to the 
process of democratisation. 

(b) Democracy became a necessity both 
from a humanitarian perspective, and for 
socio-economic a'vival. The nomenklaium, 
numbering about 2 million persons in 
1980 [Rigy 1983. p 3). had to be liquidated 
not only because they enjoyed excessively 
high incomes and perquisites, but also 
because they concentrated in their hands 
arbitrary power and strangled the 
economy through the ovcrcentraliscd 
planning system. 

(c) The economy had to be thoroughly 
restructured such that: the scope of cen¬ 
tralised allocation of materials is drastical¬ 
ly curtailed; market relations as well as 
direct ties between enterprises are en¬ 
couraged; the incentives for all, from un¬ 
skilled workers to top managers had to be 
recast in order to bring each person’s earn¬ 
ing closer to his contribution (’’from each 
according to his ability, to each according 
to his ability”); the wasteful use of 
resources like raw materials, fuels, capital 
goods and labour, whether in industry or 
agriculture; had to be severely slashed: and 
technical progress had to be speeded up. 

(d) The defence outlays had to be slash¬ 
ed drastically by negotiating disarmament 
with the US. Or else, it would be impossi¬ 
ble to reduce the budget deficit. 

All Soviet leaders since the end of the 
second world war—Sfalin, Khrushchev, 
Brezhnev and Gorbachev, earnestly desired 
disarmament. But western, particularly 
American, leaders knew that under capita¬ 
lism a high Ivel of effective demand 
promoted growth and stability, and hence 
defence expenditure, so long as it was not 
excessive was quite beneficial. They also 
knew that it had a very different impact 
on Ihe Soviet c'onomy. Since growth in 
the system was supply-driven, military ex¬ 
penditure was a drag, owing particularly 
to the absence of organic links between 
the military and civilian sectors of econo¬ 
my, links that would enable the latter to 
capitalise on the technical achievements 
in the miliury sphere. It is no wonder that 
the Aiiiericans refused to take serious 
steps towards disarmament until the 
Soviet Union was on the brink of collapse 

The inflexibility of defence expenditure 
was perhaps ihe most important reason 
why perestroika had little impact on the 
economy. Speaking ot the reform mea¬ 
sures taken in 1987, Aslund (1991, p ISI, 
l84-2{)0) lound that it “was a very serious 
undertaking” unlike (he earlier ones. Yet 
contradictions persisted, and the situation 


deteriorated over the years. National in¬ 
come barely rose 2.6 per cent per annum 
in 1985-89 in official estimates (Voikos 
19911, but according to the Soviet scholar. 
Khanin, it grew at 2 per cent per annum 
both in 1986 and 1987, stagnated in 1988, 
and fell by 5 and 10 per cent respectively 
in 1989 and 1990. Inflation accelerated; 
kolkhoz market prices increased annually 
by barely 1 per cent in 1985-88, but then 
jumped by 9.5 per cent and 24 per cent 
respectively in the next two years. The 
government revenues as a proportion of 
the CNP fbll from 48 per cent in 1985 to 
43.S per cent in 1989; correspondingis the 
budget deficit soared from 2.3 to 9.9 per 
cent in 1985-89. Export to hard currency 
areas in foreign trade rubies plummeted 
from 21.4 to 16.4 billion in 19^89, while 
debts in S billion spiralled from under 25 
to over 52. And then came a statistical 
bombshell. For 1988 the Soviets had 
earlier estimated the ratio of Soviet to US 
GNP at 64 per cent while the CIA had put 
il at 52 per cent; in 1991 the Soviets 
recalculated the 1985 ratio at a mere' 37 
per cent, while that for consumption was 
even lower at 26-31 per cent. A Soviet of¬ 
ficial estimate [Nechaev 19911 indicated 
that during the first half of 1991, as 
against the corresponding months in 1990, 
national income produced fell by 11 per 
cent, output of producer goods industries 
by 7 per cent, food industry by 8 per cent, 
capital investment by 16 per cent, and 
overall industrial labour productivity by 
10 per cent. A computer projection fo- 
1992 reported by Weir (1991) is more alar¬ 
ming; consumer prices under the free 
market could rise sharply, while produc 
lion might fall below the subsistence 
minimum. As for foreign trade it is not 
easy to interpret recent data. Stankovsky 
(1991) showed a virtual .stagnation in 
OECD (including the former East Ger¬ 
many) imports from the USSR at S 32-36 
billion in 1988-91, and a significant fall 
in the former’s export from S 38-29 billion 
in 1990-91. But Zieba (1991) estimated that 
Soviet export to western industrialised 
countries amounted to $ 18.1 billion in the 
first half of 1990 and 13.6 billion in the 
same months of 1991, or a decline of 25 
per cent; Soviet imports from the same 
countries fell much more sharply by 52 
per cent from S 2S.S-I2.2 billion; trade 
with ex-CMEA and developing countries 
fared even worse. Citing a Soviet source, 
Havlik (1991) puls the accumulated debt 
at S 70 billion at the end of 1991. And the 
inflation rate in mid-i992, according to a 
newspaper report {Economic Times, 
August 5, 1992), has reached Ihc alarming 
level of 17 per cent per month. 

Also from 1987, Gorbachev and his ad¬ 
visers .sought massive western aid (up to 
$ 50 billion) in order to bolster the 
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economy. Were they oblivious of the past 
or did they believe that the leopard had 
changed its spots? It is worth recalling 
that at the end of second world war presi¬ 
dent Truman offered to extend the Mar¬ 
shall Plan assistance to the Soviets; it was 
“contingent on close co-operation and 
disclosure of detailed economic informa¬ 
tion and supervision of the participating 
economies by a European authority*'. 
Stalin proudly rejected the ‘aid* (Hardech 
1987, p 439). The Americans never aban¬ 
doned this stratagem. The unrelenting 
economic hostility of the US towards the 
Soviet Union even under Gorbachev is 
typified by the following excerpt from 
Costick (1987, pp 85-88), a consultant to 
the National Security Council, Washing¬ 
ton: “The economic relationship (between 
the Soviet Union and the west] i.s not nor¬ 
mal commerce, but a form of systemic 
struggle... .Simply, we cannot conduct 
our economic relationship with the Soviet 
Union as if they were another free market 
partner, subscribing to the multilateral ar¬ 
rangements such as GATT”. As long as 
there was the slightest chance of Soviet 
socialism surviving, the Americans were 
long on promises to Gorbachev, but short 
on concrete assistance. The only apparent 
exception is the Euro-American aid at the 
end of 1990 in the wake of the so-called 
food crisis; whether it was either necessary 
or effective has been debated both in the 
west and the USSR. That it had no contri¬ 
bution towards ov. tail economic regenera¬ 
tion, is hardly disputed by anyone. 

Why did perestroika as a means of 
socialist renewal fail miserably? It is no 
use blaming the west; one must look at 
factors internal to the Soviet system. Ac¬ 
cording to a confidential document of the 
Chinese Communist Party (reported by 
Gracie in the Guardian, Lxmdon, October 
28, 1991), Gorbachev was a ‘careerist and 
opportunist*, and traitor to Marxism'. His 
own activities are by no means beyond 
reproach. The publication and sale in the 
US of Gorbach^'s book coruaiiiing flabby 
speeches, the Nobel Prize award through 
American patronage, a lecture tour (after* 
his loss of office) in that country in order 
to raise funds for a million-doliar foun¬ 
dation in his own name—all this extra¬ 
vaganza was in stark contrast to the grow¬ 
ing impoverishment of the Soviet citi¬ 
zenry. \l!t it is difficult to hold Gorbachev 
alone responsible for the Soviet debacle; 
after all, he was never the undisputed 
leader. 

Those who have lieen reflecting over the 
years on the alternatives to Stalinism, have 
consistently maintained that the longer 
the old system remaiaed in foice, the more 
arduous it would be lo overhaul it within 
the socialist framcwoik For, the nomenk 
laiura was continuously spreading iiv 


poisonous tentacles deeper into the 
system. Personal corruption was among 
the deadlier poisons under Soviet condi¬ 
tions. Not that corruption was unknown 
in the Stalin or Khrushchev years. But 
there was a qualitative difference. 
Brezhnev himself as well as many other 
leading cadres with his personal support, 
virtually looted the national exchequer, 
deprived the collective farmers of their 
dues [Nove I989A, pp 170-72], falsified 
figures of cotton production by thousands 
of tons and sold the imaginary crops to 
the state, etc. There were no parallels in 
the earlier epochs. For, under Stalin, the 
Terror acted as a strong deterrent, in 
Khrushchev’s days the constant shuffling 
of top bureaucrats, exemplified above all 
by the rapid turnover in central committee 
membership, was not conducive to an un¬ 
bridled pursuit of private gains as in the 
Brezhnev period. 

The other side of the same coin was the 
import of inessentials. Ever since the 
1920s when imports were restricted, there 
was a craving for western goods in many 
circles. But its scope was limited. The 
handful of top officials or others who 
went abroad, brought in their personal 
baggage tobacco, liquor, women’s stock¬ 
ings. undergarments, perfumes or shoes; 
small quantities also came from foreign 
diplomats in Moscow (Rybakov 1988], As 
the contacts with the west expanded, the 
'goodies’ became more plentiful under 
Khrushchev. The Brezhnev era saw a shift 
toward consumer durables like consumer 
electronics, motor cars, etc, which were 
more conspicuous as well as expensive. 
The total outlay in hard currency was pro¬ 
bably never very large, but the symtolic 
value was much greater. If the leaders lack 
confidence in domestic goods, how can 
they enthuse their own technologists to 
develop new products for indigenous 
manufacturing? It is pertinent to refer to 
Japan in this connection; in the early 
1950s the consumers showed a distinct 
preference for foreign goods, but the 
Mini.stry of International Thide and In¬ 
dustry (MITI) would have none of it, and 
the affluent had to put off their demand 
till the emergence of Japanese product- 
(Oshima 1984; Komiya et al 1988]. 

Lacking confidence in domestic capa- 
oiliiy, the Soviet leaders resorted to 
massive imports of western technology 
and machinery in consumer good sectors. 
1'he b>;si illustration is the project in the 
early I97(K to produce the lada cars 
under licence Lorn Fiat; total investineni. 
including the sc on components and acccs- 
soiiesol ihecJi. was 10 times larger than 
Ahal was einisagcd 'n the original con 
Had '‘s«. .-.hir industrialised country 
ii'iik u-h an odd route to progrcs.s, lor 
ii c Mill! ic "• < dial in the prv-clecironic 


age the car industry stood at the nerve 
centre of the manufacturing system, it was 
not a case of just short-sightedness; the 
Soviet leaders were often bribed by foreign 
suppliers to place excessive orders. 

l-unhcr, in the Brezhnev era, the tradi¬ 
tional path of self-reliance was abandoned 
ir, one more crucial respect. The country 
borrowed heavily from the western com¬ 
mercial banks to flnance the imports. One 
estimate put the Soviet trade deficit in 
hard currency at $ 10.5 billion in 1971-75. 
when gross debts rose by S 8.9 billion: 
another estimate covering east Europe and 
the USSR, put the incremental d^t for 
the region at S 28.5 billion over the same 
years (Chandra 1977, p 90]. The policy 
wa.s earned over into the I98(K when 
Poland and a large number of Latin 
American and \frican countries were 
already reeling under the external debt 
burden. Moieover, the Soviet leaders in¬ 
vited investments within the USSR- by 
transnaiittnal corporatioii-s, offering many 
incentives. It is another story that the lat¬ 
ter’s response was lukewarm. Thus the 
Brezhnev leadership took a violent, 180" 
turn from the ‘traditional’ policies pur¬ 
sued by- all large, late industrialising na¬ 
tions, capitalist or socialist. 

Thanks to glasnost under Gorbachev 
there weic open discussions on public 
polic 7 and many revelations about carrup- 
tion among the high and the mighty. 
There is no pn>of of Gorbachev indulging 
himself in a manner reminiscent of the 
Brezhnev clique. Nor is there any evidence 
that serious attempts were made to root 
out coriuption and wastage at various 
levels after 198.5. Indeed, owing to the 
growing disillusionment with old-fashioned 
communism, and the increasing stress on 
decentralisation and privati.sation, corrup¬ 
tion may have actually increased. In any 
case, neither Gorbachev nor his ‘conser¬ 
vative’ detractors ever talked about 
political or economic self-reliance The en¬ 
tire spectrum of Soviet leaders around 
1990, all of whom came into pror.iinence 
in the Brezhnev era, did not have the men¬ 
tal baggage to tide over the crisis and 
bring about socialist lenewal. 

IV 

Th»- |^ll<•slion of Democracy 

Since a command economy cannot be 
continued iiidefiniiely, and major reforms 
would be painful in the short- to medium 
term, democratisat ion was a sine qua non. 
(tnc iray recall that Sial-n t<H>k some in- 
iiial steps III this direction during I9J5-.17, 
bill withdrew the gamble in the face of 
spirited opposition from the rank and file 
in the parly lo the local level leaders 
Halliday (1990) claims that democraiisa 
fioii of these socieiies would inexorably 


Economic and Political VXcckI, liiu to, pwr 



lead to the restoraiion of capiialKin, since 
in the material sphere the advanced 
capitalist states have always been way 
ahead of the socialist countries. Much 
earlier, Paul Baran (IV57) advanced the 
notion of underdeveloped socialism and 
ascribed the deformities, including the 
lack of democracy, of Stalinism to the 
backwardness of pre-revolutionary Russta, 
and the imperatives of tndustrialising such 
a country. 

This contextual explanation contains a 
large element of truth, but is far from suf- 
ricient. One may ftrst recall the ftnding of 
Figes cited earlier, if in the late 1920s, the 
peasants had to choose between the 
Bolsheviks and a return to a Kerensky 
type regime, is there any doubt about how 
they would have voted? Similarly, if the 
Bukharin programme had prevailed over 
the party, popular supoort could not have 
been eroded. If in the mid-1930s Kirov et 
al had made a successful bid to oust 
Stalin, emptied the Gulag camps, restored 
to the peasant the land forcibly taken 
away, pursued a more balanced agricul¬ 
tural price policy, curbed bureaucratic ex- 
ces.ses by implementing the existing taws, 
etc, there is no rea.son why the Soviet peo¬ 
ple would have rejected the reformed 
socialists. Here one must remember that 
by 1935 more than 10 million poor and 
middle peasants were drawn into industry 
and other state enterprises, medical and 
educational facilities were expanded at a 
phenomenal rate, food rationing was 
abolished, and the supply of industrial 
consumer goods greatly improved. 
Despite the famine and the Gulag, it was 
a period of extraordinary structural 
tran.sformation and expanding oppor¬ 
tunities tor large sections of the ^vict 
population. In contrast, contemporary 
•vest F:uro{>e or the U.S was marked by a 
«i ep recession with exceedingly high rates 
of unemployment and a severe reduction 
in real wages. 

One more chance came in the 1960s 
before Bre/hnev came to power. As noted 
already, by opening up the prisons, the 
leadership had earned the gratitude of 
millions: by raising the living standards, 
pensions, ftc, the tegime satisfied some of 
the mat-'idl needs, in terms of economic 
growth. il>e slogan of catching up with the 
west was 'lilt a credible one; not only the 
Soviets, bu. .list, western scholars believed 
that barrin... ornc unforeseen events, the 
Soviet Unit)’ would sooner or later catch 
up. I asils. !i. .■|ierioincn!i! ;u hie.cMieiils 
in ihe tnih: •. .plieic -atomic and 
nuclear bomb' sputnik and Gagaiin, the 
astronaut - rats 1 i.ational pride to di//y 
hc'ghis. people '.uid coiilidcnt that 
lU'i! itieir scic. s imr ilis’i' .social 
sysU*'li I,,!' iiilc*' 'ills in itic world 
ftir .ii: pi.iciical pur) . 'sosialisirr and 


‘nationalism' became one and the same 
as it happened earlier during the Great 
Patriotic War against the Nazis. 

It thus seems that democratic reforms 
in the l%(K need not have endangered the 
socialist foundations. The east Luropcan 
scene corroborates it. Dubcck in 1968 was 
in no way trying to introduce capitalism 
in Czechoslovakia. In Ihe Poli.sh uprising 
of 1970, the Gdansk workers held aloft the 
Red banner and sang the ‘Internationale’ 
as they demanded Gomulka's dismissal. 
Even in 1980, the Polish Solidarity did not 
advocate privatisation; rather, its main 
goal was to democratise the management 
of state enterprises. 

That ‘socialism* as such was not ques¬ 
tioned in popular perception up to the 
early 1980s is substantiate by an opinion 
poll conducted by American scholars 
before Gorbachev‘s ascent to power in 
1985. The sample of around 2.800 was 
carefully selected from over 1,00,000 
Soviet refugees who arrived in the US 
between 1979 and 1982. Of the refugee 
respondents about one-half opposed free¬ 
dom of speech in the USSR. 74 per cent 
opposed dispersion of power, 68 pci cent 
were against legitimisation of opposition 
groups or parlies, and 62.1 per cent re¬ 
jected democratisation; as for state ownei- 
ship only 3 per cent opposed it in respect 
of industry, and as high as 74 per cent for 
agriculture [Grey et al 1990). James R 
Millar (1990, ch 14) provides some more 
interesting data from the same investiga¬ 
tion. Only 27 per cent of the respondents 
left the Soviet Union for economic 
reasons; the rest came for ethnic/rcligious 
reasons. Indeed, more than 60 per cent 
were satisfied with their standard of liv¬ 
ing around 1978-79. As for the availability 
of goods, only 23 per cent were satisfied, 
yet 60-80 per cent were consuming daily 
meat, cheese, kefir and milk. What could 
the US learn from the USSR? The most 
frequent answers were control over crime, 
access to education and health care. What 
changes would they advocate for the 
USSR? Although 40 per cent spoke of the 
political system, only about a quarter cited 
either freedom speech or civil rights, only 
one-sixth sought an end to one-party rule 
and less than one-tenth wanted to scrap 
ecomomic planning. Millar (1990, 
pp 285-86) concludes: "The overall res¬ 
ponses pc nt to a desire for more political 
and economic diversity and for broader 
civil rights; but it is also clear that even 
after several years (on average) of life in 
the I inited State.s, only a few . . respon¬ 
dents were prepared to repudiate entirely 
the Soviet political, economic, and social 
system”. One may add that the respon¬ 
dents were well e.stablished in the US at 
the time of the interview. 

The context today is vastly different 
The communists have been swept aw,y. in 


free elections. In the near future socialism 
is unlikely to be re-established in Russia 
or elsewhere. Does democracy or the rule 
of law prevail in any of those countries? 

The Russians today are extremely 
worried. An opinion poll published in 
Moscow on November 7, 1991. revealed 
that fully two-thirds were apprehensive of 
“a new dictatorship emerging". The 
Democrats around Yeltsin do not believe 
in the niceties of democracy in the transi¬ 
tion to a privatised market economy. 
Another poll found that one-third of Rus¬ 
sians lacked conFidence in \feltsin’s govern¬ 
ment, and two-Fifths felt that it was in¬ 
capable of achieving anything [>\bir 1991], 
Further, in Russia today, not only the 
authoritarian regime of South Korea, but 
even Pinochet’s Chile, are held up as ex¬ 
amples to emulate in order to create a 
market economy. Does it not reveal a cer¬ 
tain nervousness among Yeltsin and his 
friends about popular reaction? 

For most people material conditions 
have worsened considerably. Unemploy¬ 
ment regi.stration started in June, 1991. 
According to Shlokhin, director of the 
Institute of Employment Problems, USSR 
Academy of Sciences, as many as four 
million persons received social assistance 
in 1990 of whom one-half was unemployed 
by the ‘intetnational’ definition of the 
term. By the end of 1991, the number of 
jobless was expected to rise to seven 
million: if production fell by 10 per cent, 
and inter-republican trade plummeted 40 
per cent, the number could swell to 15-19 
million; a more realistic Figure is 10-12 
million [Anon I99IA|. 

Government spokesmen in these coun¬ 
tries as well as their western mentors 
believe that the current difficulties arc 
transient in nature and no more than Ihe 
birth pangs of a new capitalist order. Once 
massive funds are poured in by the Euro¬ 
pean Bank. World Bank. IMF and OECD 
states, the transnational corporations 
enter in a big way, and a good proportion 
of state enterprises arc handed over to 
private owners, an unprecedented boom 
will set in. Whether all this is a will-o^ 
thc-wisp or *3 rigorous proposition derived 
from modern economic theory’, it a 
debate into which we may not enter. 

There is, however, no denying the fact 
that the socio-political foundations of a 
healthy capitalist order seem to be getting 
weaker by the day in all parts of the ex- 
US.SR. Traditionally, capitalism promoted 
free competition among capitalists who 
fuinUed cotisiimcrs’ demand for new 
goods by expanding output, earned hand¬ 
some proFii in the process and reinvested 
a large pan of it. employed more workers 
creating a higher level of effective de¬ 
mand. and so on. Is this how the ex-USSR 
is proceeding? 
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In the modern world, the scientific 
establishment, particularly, the R and D 
set-up, lies at the heart of the economy. 
One of the most pernicious consequences 
of the economic disarray over the last few 
years is the growing paralysis of the scien¬ 
tific world. Till recently, according to I 
Makarov, a member of the Presidium of 
the U^R Academy of Sciences, the coun¬ 
try was ahead of most European coun¬ 
tries, excepting perhaps Germany, and 
comparable only to the US in the range 
of studies in fundamental sciences. 
Thanks to massive budget cuts the situa¬ 
tion is fast deteriorating. In 1991 alone 200 
scientists were taken off the payroll of the 
most prestigious Institute of Pities under 
the Academy; the Central Institute of 
Mathematical Economics (TsEMI) lost 
even more. Funds were practicaliv frozen 
at the 1990 level, and little allowance was 
made for inflation that pushed the average 
salary from 319 to 419 ruble in 1990-91; 
in institutions cio.sely working with pro¬ 
duction enterprises, the percenuge rise in 
wages was even higher at 50-100. An 
academician-director of an institute gets 
1,700 rbAnonth; a divisional head with a 
doctorate (600-800 ib/month) has less 
than a bus conductor [Anon 1991D]. It is 
no wonder that there is a virtual stampede 
for emigration. A survcy-cum-foiecast by 
a research institute under the economic 
ministry in 1991 found that 20 per cent 
of the stock of specialists, and one-half 
of the fresh graduates from higher educa¬ 
tional institutions, were ready to emigrate. 
The forecast is up to one million emi¬ 
grants per year; the more likely number 
is somewhat lower, including 30 per cent 
children and 10 per cent retired persons. 
The workforce migrating annually would 
amount to 3,(X).(X)0-4,00,000, consisting of 
skilled blue-collared workers (1,00,000- 
1,50,000), highly qualiFied scientists and 
technologists (60,000-80,000), specialists 
well known in their Helds (20,000-30,000), 
and ordinary workers with no special skills 
and low demand in the west (50,000). 
Should the economic situation in the 3MKt 
improve, the Figures could reach I.O-I.S 
million, though some of them might 
return later to the native land with a richer 
eiperience [Anon 199fC|. Last but not the 
least, some 200 top scientists of the rank 
of full academician have been working in 
the US since the last cnuple of years either 
with permanent jobs or as consultants 
over a Finite period. With the Fiscal crisis, 
many iirats under the Academy of Sciences 
arc just about limping along. All this :as( 
constitutes an irreparable loss; any future 
effort at national reconstruction will take 
a very long time to bear Iruitiott. 

There is mounting evidence, on the 
other hand, of affluence among a thin 
stratum, most of whom belong to the old 


nomtnktatura. Moreover, 'maFiosi* have 
sprung up in all parts of the ex-USSR, 
cornering private trade in virtually all 
commodities, and pilfering on a large- 
scale goods produced or distributed by the 
sure; traders and brokers have mushroom¬ 
ed, ensuring the supply of cheap state sec¬ 
tor goods against commission, and impor¬ 
ting foreign goods worth millions of 
dollars, often with money borrowed in a 
dubious way from state banks. Illegal in¬ 
come, according to a semi-ofFiciai survey, 
accounted for neatly l(X) billion rubles or 
about one-fourth of all personal incomes 
in 1990 [Anon i99IE]. A Soviet writer was 
wondering last year if there was any third 
force in society apart from the old 
nomenklatura and the emerging 
capitalisis-cum-ma/iosi. While some 
would differentiate between the last two 
groups, most people did not; a common 
saying gaining currency is that the “peres¬ 
troika has been a golden age for the 
maHas'' [Anon 1991B]. 

That is why there is a widespread feeling 
in the ex-USSR, shared by many foreign 
obscrveis, that what is devdoping in prac¬ 
tice is a kind of ‘savage* idikii) capitalism 
that has little in common with dnnocracy. 
legality, egalitarianism or humanism. In 
the near future the new order (rather, 
disorder) is likely to acquire legitimacy in 
the eyes of the people. 

fThts IS the revised text of the annual lecture 
of the Amal Bhaiiacharjce Centre on HuropcM 
Studies, delivered at the Centre for Studies in 
Social Sciences, Calcutta, in December 1991. 
I am grateful to A K Singha for research 
assistance and the CMOS, Indian in.stitute of 
Management, for Financiil support I 
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Impeiialism, Soviet Collapse and Implications 

for Post-Colonial World 

Achin Vanaik 

To ask how relevant is a Marxist approach today to any study of post-colonial societies is in large measure 
to ask how relevant is the notion of imperialism. What then is the current phase of imperialism? Is imperialism 
intrinsic to capitalist accumulation today or are we well into the post-imperialist era? How h capitalist accumula¬ 
tion organised in this phase and what does this imply for the coming period? Can imperialism or world capitalism 
industrialise/modernise the third world?Is ‘national’ or 'independent' development at all possible? What then 
are the implications for the post-colonial world of what has happened in the ex-USSR and eastern Europe? 


THE collapse of the 'socialist’ system in 
the ex-USSR and the implosion within the 
former Soviet Union is an epochal event. 
It has transformed the whole nature of 
global politics and dramatically altered the 
basic parameters in which the various rela¬ 
tionships between nations, states and 
classes have hitheno operated. This is so 
for the relations between north-south, 
east-west, west-west, east-east, south- 
south, within imperialisms, between im¬ 
perialism and its victims, between ex¬ 
ploiting and exploited classes, between 
fractions of the dominant classes, between 
states and classes. Even when restricting 
the scope of investigation to the post- 
;'olonial or ‘third world' it is stil* necessary 
to start from first principles, from the 
establishment of a general theoretical 
framework of analysis.' So what is the 
appropriate framc'vork? 

Ft.AWbU Pakaokims 

One can start off by saying what it is 
not. it is not Realism, neo-Realism nor 
world systems theory. Whatever their 
specific merits these are all deeply flawed 
paradigms. The way in which the Cold 
^^r ended and the peoples democracies 
in east Europe collapsed is itself the most 
striking evidence of this. Take Realism. 
Here is a paradigm, which is strikingly 
anti-sociological and anti-historical, 
where the ‘primacy of politics’ is eternal. 
The nature of the global order (inherently 
anarchic) is said to be the same over 
millennia. Its key actors are always states 
taken as roughly synonymoas with the ter¬ 
ritories they rule over. It is Acknowledged 
though, that in the modern era there has 
been a substantial proliferation of such ac¬ 
tors as a result of the decline of older em¬ 
pires and the emergence ol numerous na 
tion states in the age of nationalism. In¬ 
ternal ion.il politics is the time-honoured 
game of ‘balance of power' through the 
search for alliances and counter-alliances. 
Global or coritinental order is the out¬ 
come of stable balances which is best serv¬ 
ed if there is one hegemon. In modern 
times this could only be the US. 


The ‘bi-polar connicC of the Cold War 
was thus seen as a modern-day, somewhat 
more ideologically inflected remake of an 
otherwise ancient script. The specifically 
capitalist nature of that abstraction, ‘the 
international system’ was never seriously 
factored into the Realist paradigm. 
Realism, for all its recent genuflections 
towards ‘political economy’ has never 
taken economics that seriously although 
it is obviously recognised as an important 
input into the overall calculus of ‘state 
power'. Even today ‘international relations 
experts’ need not possess a sophisticated 
theoretical or solid empirical grasp of the 
global economy. Unsurprisingly, the 
capitalist-socialist dimensions of US- 
Soviet and east-west bloc rivalry was 
treated as little more than an ideological 
overlay useful for rhetorical purposes but 
otherwise with little to contribute to either 
analysis of trends or to policy guidance. 
L ittle significance is attached to non-state 
actors like social movements and classes. 
The linkages between intra-state revolu¬ 
tions and inter-state relations, between in¬ 
ternational and domestic factors is ex¬ 
plicitly untheorised.^ 

That international relations must be 
about the internationalisation of domestic 
conflicts and about the domesiicisation of 
international conflicts is something that 
Realists can hardly hope to cope with. Too 
many variables then enter the analysis and 
too heavy a burden of inter-disciplinary 
expertise in the social sciences is then im¬ 
posed on international relations experts 
and commentators. Realism needs to be 
severely criticised not simply because it 
failed to anticipate the collapse of the 
USSR, the end of the Cold War or the 
manner in which the west achieved its ‘vic¬ 
tory’, but because it could not have anti¬ 
cipated these developments or the manner 
of their unfolding given its methodo¬ 
logical failings, lor example its innate bia.>. 
towards a military-security perception of 
the nature of the global order even in the 
post-1917 era. 

Neo-Realism is somewhat better.' li 
has paid more attention to economics, io 


transnational economic/rinancial agents, 
structures and neiwoik.s, though certainly 
not to other non-state actors. Neo- 
Realism's fundamental conclusion is that 
processes of globalisation (particularly 
but not solely at the economic level) have 
led to new levels of ‘complex interdepen¬ 
dence* which have seriously vitiated the 
usefulness of a strictly Realist paradigm. 
This new interdependence has to be 
managed in ways not accounted or allow¬ 
ed for in the older paradigm. Moreover, 
this ‘complex-interdependence’ has 
rendered older notions of the indispen¬ 
sability of a hegemony and of the dangers 
if it declines without replacement, 
something of an anachronism. 

Neo-Realism then has a distinctly more 
benign view of the world and a disitncily 
more optimistic vision of the possibilities 
of collaboration and co-operation bet¬ 
ween states and among transnational 
economic^nnancial agents. This much is 
implied in the very term ‘interdependence’ 
that forms its leitmotif. But if Neo- 
Realism is a step forward in ns crilic|ue 
of Realism’s excessive state centrism, it is 
ai.so something of a step backward in 
sweeping under the carpet such notions 
as hierarchies, structured inequalities and 
exploitation. Realism also obscures the 
latter two notions but as its preoccupa¬ 
tion with ‘asymmetries of powit' and 
'alliance structures' indicates, it does pay 
rather more serious attention to the issue 
of international hierarchies and thus to 
the aggressive and bullying practices 
among states. Where such was the beha¬ 
viour of western powers it was usually 
glossed as necessary solutions to the ‘pro¬ 
blem’ of international order. This is 
understandable given the paradigm's 
origin and importance in the west and the 
apologetic dimension inherent in it for 
'big powci' behaviour. Furthermore, Neo- 
Realism modifies but does abandon the 
Realist concept of the state as a ‘national- 
leiriiorial totality’.* It, therefore, shares 
Realism's blindness towards state society 
cotiflicts and their extra and trans-state 
rcpen:us.sions. Neo-Realism too has lacked 
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the capacity to adequately theorise pre¬ 
cisely the sources of the changes that led 
to the post-l98S transformation of the 
global system. 

World systems theory (Wallersiein et al) 
though claiming Marxist inspiration has 
not fared much better. Its great strength 
is its central focus on the global political 
economy and it.s rejection of the deveiop- 
mentalist model (the we.st as ideal type) 
of modernisation theory. According to 
this theory this end-state is supposed to 
be achievable by the backward countries 
if they carry out judicious policy choices. 
The great weakness of world systems 
theory is its inability to recognise the 
systemic character of the rivalry between 
cast and west, the US and the former 
USSR. This was the partial and distorted 
actualisation of a socialism-capitalism 
conflict. Instead world systems theory 
would have us operate primarily with the 
terms core, semi-periphery and periphery 
in a capitalist world system. This makes 
impossible any proper comprehension of 
the period since 1917, the mechanics of 
the Cold War era, or of the magnitude of 
the economic; political and ideological 
changes ushered in on the global stage by 
the developments since 1989. 

PRiMAt'V OK Economics 

Does a Marxist approach to ‘interna¬ 
tional relations’ have more to offer? What 
constitutes a distinctively Marxist ap¬ 
proach? How is one to adjudicate between 
the different Marxisms on display in this 
regards?. 

Common lo all otherwise competing 
‘Marxist’ paradigms is a methodological 
'primacy of economics’. This is not to be 
understood in a crude determinist or 
reductionist sense. But it does mean that 
the point of departure for any analysis of 
the modern global system is its political 
economy. For specific and concrete studies 
as also for historical studies of pre¬ 
capitalist societies, the complex interweav¬ 
ing ul economic and non-eoonomic levels, 
the dominance of other dynamic prin¬ 
ciples besides those found within the 
economy, can be considered perfectly 
legitimate. Few Marxists would in.sist on 
the ‘primacy of economics’ in order to 
undeisiand or explain America’s war on 
Vietnam or most of the US interventions 
in the third world since 1945. Imperialism 
is precisely the concept that seeks to cap¬ 
ture this methodological ‘primacy of the 
economic’. 

To ask .‘low relevant is a Marxist ap¬ 
proach today to any study of the post- 
colonial societies (and the extent to which 
they have lieen affected by the USSR’s 
di.s.soiu(ion) is in large measure to ask how 
relevant is the notion of imperialism.' 
One of the most striking by-products of 


the colliq»e of setf-confidenoe among the 
former rulers of the east and of the disillu¬ 
sionment with socialism of its intelligent¬ 
sia is their wholesale abandonment of this 
term as a meaningful characterisation of 
the global economic order or of the west 
and Japan’s ascendance within it. To 
acknowledge that advanced capitalism 
even in liberal-democratic garb exploits 
brutally, beccunes much more difficult 
when one is bent upon emulating liberal- 
pluralist politics and the structures of 
capitalist prosperity in the Organisation 
of Economic Co-operation and Develop¬ 
ment (OECD) countries. 

This ideological rebound off the decayed 
backboards of bureaucratic ‘socialism’ has 
also hit the elites of most third world 
countries. These countries though not 
‘socialist’ in any sense equivalent to the 
USSR and east Europe, did benefit from 
the political-economic space provided to 
them by the east-west bloc rivalry. The 
promis^ New World Order is an altoge¬ 
ther more one-sided affair with most third 
world elites facing unprecedented pressure 
to adjust to the ‘new realities’. Yet im¬ 
perialism remains a crucial analytical tool 
to comprehend the 'new realities’. 

The classical Marxist theory of im¬ 
perialism was Lenin's. Though many of 
his specific propositions no longer hold 
and though conceptual waters have been 
muddied by inaccurate interpretations of 
the ‘essentials’ of his theory, key elements 
endure. Imperialism represented the 
‘highest stage’ of capitalism when capital 
accumulation had to be carried out not 
only through ‘intensive’ processes within 
the advanced countries but also through 
‘extensive* ones requiring geographical ex¬ 
pansion of trade and capital flow.s.*’ This 
was necessitated simply by the fact that 
concentration and centralisation of capiui 
had already reached the advanced stage 
of monopoly/oligopoly and further com¬ 
petition and concomitant centralisation/ 
concentration would have to play itself out 
on a global scale. It is this that constitutes 
the core idea of lenin’s theory rather than 
specific formulations about the ‘export of 
capital’ to the colonial world or ‘inter- 
imperialist wars’ for territory.^ 

All too often. Marxists have sought to 
locate the ‘essential mechanism’ or ‘prime 
mover’ behind imperialism, be it the 
‘tendency if the rate of profit’ to fall or 
the difficulties in ‘realising surplus 
value’.* To do this is to fail to perceive the 
inherent flexibility of imperialist capital 
accumulation. Capitalist accumulation 
takes place through intensive and exten¬ 
sive processes. The specific weights to be 
attached to these respective processes, the 
particular responses of states to accumula¬ 
tion imperativc.s, the manner in which 
capitalist competition (inter-imperialist 
and intei-firm rivalries) plays itself out. 


the changing patterns of domination, co¬ 
optation and co-operation between ruling 
class fractions or between bourgeoisies are 
all open-ended and dynamic issue. These 
are subject to evolution, decline, transfor¬ 
mation. That there exist different phases 
in world capitalism in which different 
combinations emerge should not occasion 
fundamental revision of the spirit and core 
idea of Lenin's theory of imperialism. 

Lenin was neither unfamiliar with nor 
opposed to such ideas as (he claim that 
the capitalist accumulation process is 
highly flexible but nevertheless subject to 
periodic crises; that these processes and 
crises have determinate political, ideolo¬ 
gical and social effects which cannot, 
however, be ‘read off the economic pro¬ 
cesses; or that these periodic crises are 
themselves the mechanisms by which 
capitalism prepares the objective basis for 
its continuation, i e. the absence of any 
teleological ‘final breakdown’. Though not 
a logical corollary of his theory of im¬ 
perialism, Lenin, however, did believe that 
the ‘highest stage’ was in some real senre 
the ‘last stage*. Imperialism was ‘para¬ 
sitical’ and ‘decaying’ and ‘moribund’ 
capitalism even it its breakdown was not 
assured. He clearly believed that capitalist 
relations of production in the imperialist 
era no longer had the capacity lo advance 
the forces of production. Therefore, there 
could be little chance of escape from the 
severest international politicd conse¬ 
quences—wars, growing authoritarianism, 
increasing instability in the bourgeois 
democracies—nor from economic conse¬ 
quences like growing impoverishment not 
only in the poorer parts of the world but 
in the advanced west itself. 

It was (his understanding (quite appro¬ 
priate as an analysis of the historical con¬ 
juncture) that formed the backdrop for 
what Lukacs called Lenin’s belief in the 
‘actuality of the revolution’ by which was 
surely meant both its necessity and im¬ 
mediacy. A :rucial practical programmatic 
perspective was embodied in this formula. 
The uneven but global effects of imperia¬ 
lism had stimulated the rise of linked but 
distinct perspectives for political struggle 
by communist organisations and revolu¬ 
tionaries of his own time whether in the 
Soviet Union, the advanced capitalist 
countries or in the colonial world of 
national-liberation struggles. 

Correct though this perception was in 
Lenin’s time, the ‘imperialist epoch' has 
turned out to be more prolonged and 
complex in its manifestations and effects 
than earlier envisioned. Imperialism could 
and did organise itself differently at dif¬ 
ferent times and has shown itself capable 
of responding effectively to global changes 
and renewing itself in new circumstances, 
e g. coping with the end of colonialism. 
Who can sensibly deny this flexibility? 
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Though the inter-war descent into fascism, 
the Great Depression and World War Two 
fully vindicated Lenin's short and medium 
term anticipations, there has been a 
remarkable ‘renewal’ since then. For the 
First twenty years there was the ‘long 
boom* with unprecedented levels of pro¬ 
sperity reached for most of the First 
world’s citizens. Bourgeois democratic 
regimes have proved remarkably durable 
in the OECD countries despite the long 
downturn that began in the early 70s. 
Even a few NICs have emerged, not to 
mention the collapse of Soviet and East 
bloc ‘socialism’ defeated in large part by 
the higher productivity of a capitalism 
well into the third (electronics) revolution 
in motive power. The full consequences 
for capitalism of the ‘information revolu¬ 
tion’ are not clear. 

FoI'R KI Y QUfcSTIONS 

What then is the current phase of im¬ 
perialism? What lessons are to be drawn 
for the prospects of third world countries 
after 1989 and all that? It might help if 
we structure our presentation as a res¬ 
ponse to four key questions; 

(1) Is imperialism intrinsic to capitalist 
accumulation today or are we, as ea.st 
European ex-socialists are now fond of 
saying, well into the post-imperialist era? 

(2) How is capitalist accumulation 
organised in this phase and what does this 
imply for the coining period? 

(3) Can imperialism or world capitalism 
industrialisc/moderiiise the third world? 

(4) Is ‘national* or ‘independent’ 
development at all possible in the post- 
colonial world? 

In the overall framework structured by 
the responses to the above questions, what 
are the implications for the poM-colonial 
world of what has happened in the ex- 
USSR and eastern Europe? 

Imperialism is intrinsic to and insepa¬ 
rable from the acnimulation processes of 
late capitalism. But the value of its con¬ 
tribution to the health of metropolitan 
capital, i c, expanded reproduction of 
capital centred in the advanced countries 
fluctuates significantly despite this in¬ 
separability. It is here that the distinction 
between intensive and exttnsive patterns 
of accumulation becomes important. 
Whether as sources of raw materials, 
cheap labour or markets for the OECD’s 
goods, services and capital, the third 
world over the la.si two decades has 
become relatively le.vs important than 
intra-OECD trade and capital flows, for 
the global accumulation process. 

This is not to say that exploitation of 
'he third world dues no' exist or is unim¬ 
portant There is a net inflow of capital 
from the pvK>rer to the adsanced parts of 
the globe thiough a variety of mechanisms 


(debt repayments, unequal exchange, 
repatriation of proFits and dividends, 
intra-firm transfer pricing) which by now 
have been well-documented. This is of 
course an overall balance-sheet conclusion 
which must allow for the possibility of 
substantial countrywise, rcgionfisc and 
sectorwise variations and even specific 
reversals of the otherwise general trend. 
But it clearly indicates that imperialist ex¬ 
ploitation of the third world has been an 
imponani stimulus and contributor to 
capitalist accumulation processes in the 
metropolitan countries. But this is still dif¬ 
ferent from saying that it is its most vital 
foundation. 

Intensive processes related to producti¬ 
vity advanccs/exploitation of the prole¬ 
tariat in the OECD, intra-OECD redistri¬ 
bution of surpluses, concentration and 
centralisation of capital within the OECD 
countries have been rather more impor¬ 
tant than extensive processes involving 
economic relations between metropolitan 
capital and its targets in the periphery/ 
semiperiphery, or flows between the 
former second and first worlds. None of 
this rules out wars directed by imperialist 
slates against post-colonial ones (e g, the 
recent Gulf War against Iraq). But it rein¬ 
forces the point about imperialist flexibili¬ 
ty in political and economic behaviour vu- 
a-vis the third world, and the existence 
from the First world’s point of view of a 
sizeable menu of options. We are, there¬ 
fore, very much in the era of a new im¬ 
perialism. Thlk of a post-imperialist era 
is motivated or self-deluding obscuran¬ 
tism. But this neo-imperialism has the 
capacity to behave.in more and less im¬ 
perial ways. It can pursue a range of 
specific strategies. It can ignore or woo. 
It can persuade and co-opt as well as 
threaten and coerce its targets. Indeed, its 
ability to exercise ideological hegemony 
has for some lime at least been qualita¬ 
tively advanced by the collapse of the 
Soviet Union and its deform^ socialist 
project. 

The response to the second question 
revolves around two issues—the meaning 
of economic globalisation and the actual 
and potential power of the forces behind 
this globalisation; the current and future 
role of the United States, its ‘relative 
decline’, and the seriousness or otherwise 
of inter-imperialist rivalry. 

Concentration and centralisation has 
reached the point where transnational 
economic and Financial agents along with 
states are the key actors in the global 
political economy: These transnational 
agents arc still centred in terms of owiiei- 
ship and direction in one imperialist coun 
try or the other and are not therefore 
genuinely multi-national. But they have 
substantially escaped the control of their 
‘home’ state. Many of the strongevi of 


these now constitute or are wdi on the way 
to constituting a truly transnational seg¬ 
ment of capital with interests and ambi¬ 
tions which can no longer be adequately 
represented by the ‘home’ state. The lat¬ 
ter is subjected to the diverse pressures of 
various domestic ruling class fractions as 
well as to classes and popular pressures 
from below. It is this globalisation that has 
rendered classical, Keynesian macro- 
management of the ‘national economy* 
relatively ineffectual and paved the way 
for the temporary ideological ascendance 
of a variety of neo-liberal economic 
doctrines. 

This ‘internationalist’ segment of 
capital has a major interest in global 
stability and a minimisation of the kind 
of inter-imperialist rivalry that might lead 
to competing protectionist blocks.* It ex¬ 
ercises influence both within and outside 
governments and through multilateral in¬ 
stitutions like the IMF, WB, EBRO, arid 
MTO/GATT though these bodies must 
al.so, given their internal administrative 
structure, pay due attention to the interests 
of their major governmental underwriters. 
But the difference between the general 
economic orientation of these multilateiai 
institutions and that of the major OECD 
governments is noticeable and signiFicani. 
At the very least the former are structures 
comparatively more concerned with alle¬ 
viating rather than exacerbating inter- 
imperialist rivalries. 

The tact that by far the biggest block 
of this transnational capital is Amercian- 
centred suggests that theories about 
America’s relative 'economic decline’ need 
to be significantly qualified. Geographic 
America’s economic or relative decline is 
nof the same thing as Corporate 
America’s economic or relative decline. 
This is a point that has been stressed by 
a dissident minority current within 
western academia where the mainstream 
view is one of serious relative American 
decline (in spile of the USSR’s recent col¬ 
lapse) and the ‘disturbing’ implications for 
global stability of this weakening of the 
American hegemon.’" Die dissidents 
have an aigumcni that needs to be taken 
seriously. 

Economic globalisation of the type we 
are witnessing is an historically new 
phenomenon. It docs tender older assump¬ 
tions about the c'yclical rise and fall of 
Great Powers somewhat weaker. The no¬ 
tion of a ‘national’ or territorially demar¬ 
cated /one of distinctive economic power 
backed by state power cannot bear as 
much explanatory weight as in the past 
Newer and more s^ignificant nuances and 
qualiFications have to be intrixluced. Coi 
porale US was the early starter in econo 
mic and political-military globalisation. 
Though Japan has made major inioads 
as far as financial/credii siruciurcs arc 
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concerned, American'Centred iransna- 
iionalism Mill easily prevails (in some areas 
il has extended its advantage) over British, 
French, Japanese and Cierman-ccntrcd 
transnationalism in production, com¬ 
munications leisure and nun-financial ser¬ 
vice seciors. 

Nor is the US lagging behind in K and 
D where it still outspends ail its rivals put 
tugethei Add to this its overwhelming 
military might and it is difficult to avoid 
the conclusion that the US is still the 
preponderant hegemon especally now 
that its principal military rival, the USSR 
is no more, and Russia is likely to be deep 
ly aosorbed with its vast internal problems 
for a decade or more to come. The yne 
proviso, of course, is that America can do 
much less than it once could with this 
preponderance even if it can still do a 
great deal that other states cannot. 

It remains the only viable candidate lor 
the job of global policeman and it is ex¬ 
tremely doubtful if Ciermany or Japan for 
all tl.cir accelerated militarisation could 
ever realistically expect to challenge or 
replace it in this regard But interventions, 
for example, in eastern Europe or the ex- 
USSR to prevent or resolve irredenti.st and 
‘nationality* conflicts and wars seem well 
beyond the capacity of any US-led force. 
In western Europe we may well be enter¬ 
ing a |xisi'C'lausewit/ian era where major 
wars arc inconceivable, where inter-state 
(intra-state if a real political Union is 
established) militarism is irrelevant and 
where the US's military power offers it lit¬ 
tle leverage vi.s-a-vn west Europe, or 
purchase to rectify the productivity im¬ 
balances that have occasioned a relative 
shift away in economic power from geo¬ 
graphical America and Corporate America 
even if the seriousnes.s and .scale of 'his 
shift has been exaggerated. 

What then about the likelihood of 
growing inter-imperialist rivalry? I'his 
categorisation is the legacy of an earlier 
phase of imperialism. Its original purpose 
was to pose a contra.sting Leninist alter¬ 
native to the Kautskyian and German 
Social l.>emocralic vision of ‘ultra im¬ 
perialism'. 1 his term meant an effective 
long-run, near-permanent collaboration 
of imperialist states behind an imperial 
hegemon. Since the rapaciousness of 
intcr-impcrialisi conflict was avoidable 
there was all the more reason lot the 
workers' movcnicnl to pursue a gradualist 
path of social democratic relormi.sm. Un¬ 
fortunately for Kauisky, both the world 
wars and the inter-war period decisively 
undermined his thesis. 

It was in ihc period ifter ihe second 
world war that a semi-Kautskyian pers¬ 
pective could once again be plausibly 
resurrected to explain ilic 'long peace’ in 
the hounlands of 'mpcrialism ilsell. Since 


most Marxists attribu.ed, in greater or 
lesser measure, this peace to imperialism’s 
collective necessi'v to confront another 
sysicmic iival and its alliance bloc. i!ie 
dis.soluiion of the USSR and i;s hold out 
easiern Europe wwild seem now to leave 
open Ihe way for a revival ot inier- 
impcrialisi rivalries albeit in newer forms. 

This gualifier *in newer forms' is iisclf 
illuiniriaiiiig. Implicitly, the left recognises 
that limes have changed, lew Marxists 
would suggest that the events and pro¬ 
cesses ot the IVl’J-.W pefiod will be 
repeated, or that there will be actual inter- 
imperialist military wars. But why this 
should be so has not been adequately 
ihcoriscd nor indeed the durability of 
bourgeois democracy in the OECD coun¬ 
tries. even though ihe persistence of 
bourgeois democracy in the coming 
jieiiud is taken largely for granted. Any 
‘resurgence’ of inter-imperialist tensions 
will clearly be an altogether more etiolated 
affair than such tensions in the past. In¬ 
sofar as these tensions arc emphasised 
they are thought to be largely confined to 
the realm of economics and are expected 
to lead to the formation of three rival pro¬ 
tectionist or semi-protectionist blocs~a 
European bloc centred on German 
strength, an East Asian Pacific Rim con¬ 
stellation centred on Japan and a North 
American continental bloc masterminded 
by the US. 

Indubitably, there are tendencies 
towards such debilitating protectionism. 
But the existence of counter-tendencies 
must also be noted. The issue is thus more 
open-ended than usually assumed. The ef¬ 
fects of globalisation and the rise of a 
more ‘internationalist* segment of capital 
must be taken into proper account. There 
is then an alternative scenario which can 
be further explored. This is not one of an 
inexorable descent into competing im¬ 
perialist economic blocs but of a develop¬ 
ing two-tier global arrangement which is 
partially fractured sideways by inter- 
imperialist tensions and rivalries. This is 
not some kind of reformulated Kautskyian- 
cum Leninist or ‘ultra-imperialist'-cum- 
'inter-imperialist' perspective. Both the 
Kautskyian and the l^eninist formulations 
assumed a strong correspondence between 
distinct imperialisms and.their respective 
‘home’ states. This is precisely the relation¬ 
ship that has become more problematic. 

As long MS the USSR and the Soviet 
bloc survived, il was possible to give 
significant weight to the ‘nalionali.st’ seg¬ 
ment of the bourgeoisie in some of the 
third world countries like India, which 
could use the space provided to play one 
ofl the other and thereby enhance iis own 
'nniionatisi' character. Thedi.ssoluiion of 
the Soviet bloc means above all the climi 
nation of ihi.s space and the grave weaken¬ 


ing of rhe ’nationalist' segment of the rul¬ 
ing classes in tiic third world. At any rate, 
global '‘conomic processes had already 
w-eakened sucii segments eiicoura.eing 
their transformation into and alignment 
With what Ponlani/as has called the ‘in¬ 
ternal bourgeoisie'." This is to be 
siis'iiiguishcd from what has been called 
the ‘nationalist’ bourgeoisie and ihe ‘com- 
pradorist’ oi ‘neo-cokinial’ bourgeoisie, 
l-nr IA)ulant/.as the ‘internal bourgeoisie' 
had its own internal industrial base but 
its expanded reproduction was increasing¬ 
ly lied to the reproduction processes of 
foreign capital. 

Whatever one's misgivings about the 
appropriateness of Poulanizas’s precise 
formulation, his was an important at¬ 
tempt at grasping what was new about the 
imperialism of late capitalism as it af¬ 
fected the third world. The core-periphery 
or prosperity-poverty dualism is a grow¬ 
ing polarisation not just between but 
through and across countries. The ‘two- 
thirds so'.'iety’ (one-third prospering, one- 
third coping, one-third abandoned) of a 
single nation, e g, Britain or the US 
becomes more and more the characterisa¬ 
tion of the global system as a whole ex¬ 
cept that the proportions are reversed with 
one-third increasingly incorporated into 
the world market and two-thirds expelled 
from its ‘benefits' and abandoned. The 
evolving pattern of the relationship bet¬ 
ween metropolitan bourgeois fractions 
and third world bourgeois fractions will 
increasingly range from direct subordina¬ 
tion to varying degrees of partnership and 
‘collaboration*. Notions of neo-colonia¬ 
lism or semi-colonialism simply do no 
justice to the real complexity of ;hc.se 
emergent forms. This complex evolution 
could well be Ihe fate of the elites of the 
former second world as well, provided 
that their transition to capitalism is effec¬ 
tively completed-—a by no means certain 
prospect. 

Actually existing socialisms as they con¬ 
solidated themselves in the post-colonial 
era had really only three things to offer 
the post-colonial world? (I) 11 was an 
alternative developmental model. Since 
‘actui socialisms' had forsaken the clas¬ 
sical legacy of Marxism to endorse in its 
place one-party, anli-dcmocraiic monoli- 
thism it had nothing valuable to offer on 
the plane of political democracy with 
which a classical socialist conception of 
social and economic democracy was in¬ 
dissolubly linked. The idea of socialism 
as a superior alternative at all levels to 
even the most advanced capitalist 
democracies was replaced by the idea of 
socialism as a more productive and more 
welfarist-oriented model for more rapid 
economic development. 
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(2) It provided a check of sorts to 
specific instances of imperialist politico- 
military expansion in the third world. 
Such an American expansionism was to 
a significant extent restrained mure suc¬ 
cessfully in Africa, west Asia and Asia, 
less so in Latin America. 

(3) Its existence enlarged the space in 
which third world elites could feel and act 
with greater self-importance and inde¬ 
pendence than otherwise. This was em¬ 
bodied in the emergence of a non-aligned 
bloc and of the non-aligned movement 
about which more will be .said later. 

As the era of national liberation strug¬ 
gles in the third world effectively drew to 
a close by the mid-70s it was ihe ‘dcvelop- 
mental’ promise of the socialist bloc 
dominated b>‘ the USSR and China but 
particularly the former, as the second in¬ 
dustrial power, that became this bloc's 
prime asset in the battle with the OECD 
countries for the allegiance and sympathy 
of the third world. 

It is this 'primacy of Ihe economic* in 
the USSR’s own vision of being a .systemic 
altemative'lo liberal-democratic, advanced 
capitalism that justifies the deep focus on 
the issue and prospects of economic 
development in the third world now that 
the USSR has collapsed and scrapped its 
own developmenul model Hence the im¬ 
portance of the answer to the third ques¬ 
tion. Can late capitalism (impenahsm) in- 
dustriaiise/modernise the third woild? 
The short answer is clearly no! At best a 
few countries for reasons that have as 
much to do with special geo-political con¬ 
junctures. and with the ironies of history 
as with sound economic policies, have 
achieved remarkable levels of sustained 
economic growth. These NICs. all located 
in east Asia, are close to incorporation in 
the OECD club as full memters. 

Barring Hong Kong, thr e points need 
to be noted about the miracle successes 
of the East Asian Tigers. Ait are geogra¬ 
phically liKated m the region where after 
IMS advanced capitalism led by the US 
had to make a maximum political-military 
investment to ‘contain’ its two most for¬ 
midable systemic rivals, the USSR and 
China. The Amerian politico-military urr- 
brella in the far-east provided a crucial 
support structure for the survival of stable 
authoritwan regimes which could count 
on such support in return for formal 
adherence to the US’s Cold War postures. 
The benefits in military-related and 
economic aid was not marginal. ‘Produc¬ 
tive’ economic measures of a repressive 
(ensuring long working hours) or transfor¬ 
mative (land reforms) kind could be 
undertaken by these authoritarian regimes 
with less fear of its internally turbulent 
consequences. 

Since American interest here was pri¬ 
marily politico-military the key external 


economic relationships were forged with 
Japanese rather than American capti.'tl. 
Moreover. Japanese capital had to operate 
under this American umbrella without 
commensurate political backing from the 
Japanese state defeated in the war. This 
capital had to put a premium on what it 
had to offer in rational economic terms, 
i c, it entered into relationships with the 
east Asian states and with capital in these 
states on terms which could not be pre¬ 
ponderantly weighted in its own favour. 
In South Korea, the most important of the 
Asian Tigers, Japanese capital was not 
allowed to overshadow, curtail or subor¬ 
dinate Ihe growth of domestic Chaebols. 
This disjunction between the politico- 
military relationships that matterrxl in the 
region (Ihe US) and the economic power/ 
capacities that mattered in the region 
(Japan) gave the East Asian Tigers a 
significant autonomous space to pursue 
state-directed .strategies fur growth.'^ 

Lastly, this space was effectively utilised 
by Ihe governments of Singapore, Taiwan 
and South Korea to pursue growth strate¬ 
gies which apart from thrnr strong cstport- 
related outward orientation were 'he very 
antithesis of World Bank/IMF neo-liberal 
prescription.s on how best ir indiistriaii.se/ 
modernise. They were not examples of 
‘market friendly’’ plus ‘minimal state' 
development strategies. 

The excepiionaiism of the east Asian 
performance is highlighted by the fact that 
there really arc no other claimants to such 
miracle performances barring rather fee¬ 
ble efforts to portray post-coup Chile in 
the same light and strongly contested ef¬ 
forts to suggest that Thailand will soon 
join the ranks of these NICs. The 
Brazilian Miracle was short-lived, and 
Mexico is merely coming out of a deep 
trough. Ironically, the candidate with the 
strongest potential for becoming the next 
‘economic miracle’ is India, the one coun¬ 
try that has pursued easily the most 
autonomous and insulated pattern of 
economic growth in the third world. It i.< 
testimony to the power of ideological 
fashion that this past pattern is now in¬ 
creasingly seen as the unwanted result of 
a tragic policy error rather than the foun¬ 
dation which for all its flaws and receni 
redundance has allowed India even in the 
eyes of neo-liberals, to develop that very 
potential to become the new economic 
giant. 

China which followed a more autarchic 
path for decades than even India and 
whose past performance fully confirms 
Amertya Sen's point that mass welfare is 
primarily a function of policy and not of 
growth, is really the economic success 
story of the RUs. Again, all kudos have 
been given to liberalisation rather than to 
the context and economic framework in 
which liberalisation has taken place. The 


performance of co-operatives and munici 
pally controlled enterpri.ses rather than 
fully privately owned enterprises per se 
have been at the heart of its industrial suc¬ 
cess in the H(K. In agriculture long lease 
arrangements have been the institutional 
foundation of the enormous increase in 
'>uiput of foodstuffs other than grain 
which has suffered serious falls in oveiall 
produkiion levels. The Chinese experience 
is more an example of how ihe benefits 
of private enterprise can be severed from 
private ownership than of how an unbridl¬ 
ed capitalism can deliver the goods.*' 
Needless to say, that is not the lesson be¬ 
ing drawn by neo-liberals or by the inter¬ 
national financial/cconomie institutions. 
This IS not to deny that China’s economic 
‘success’ owes nothing to any developing 
.socialist orientation. But it is to make the 
point that its ‘success’ is not a simple 
advertisement of the virtues of straight¬ 
forward integration into an impeiialist 
dominated world market, especially when 
the ‘longer view' of pust-lMS Chinese 
development is taken, as it should be. 
China’s is not yet a capitalist economy and 
Its structuial integration into the ’^orld 
capitalist economy is far from coi plete 
•ir even close to crossing the critica' point 
of no rctu'iii. Such a transition will likely 
have lo await the kind of political trans¬ 
formations that have taken place in the ex- 
USSR and eastern Europe. Given the 
Chinese government’s anti-democratic 
and monolithic character such a suc¬ 
cessful overthrow of bureaucratic rule is 
only a matter of time; perhaps another 20 
years at the outside. 

But if the organisation of flows of 
goods, services, capital and technology/ 
information (viz, the Dunkel Draft on 
trade in services and patent rights) is now 
both increasingly global and increasingly 
exclusive, then the idea that imperialism, 
give or take a few further exceptions, can 
modernise much, let alone most or ail of 
the third world, is surely an unwarranted 
conclusion of any balanced historical 
analysis of the past and present of the 
global political economy. Such, at least 
would be the argument of this writer. 

The most profound consequences of 
the collapse of the USSR on Ihe post- 
colonial world are two-fold. In the shorter 
run it lias vitiated the very notion of a 
socialist altei native and opposition to 
capitalism. However, there are reasons for 
thinking that this effect is a temporary 
one. The very inability of late capitalism 
and the new imperialism to resolve basic 
problems of mass poverty in the third 
world amidst ever mote glaring contrasts 
between poverty and afflueiKe; its inabili¬ 
ty to reconcile the imperatives of ever- 
expanding accumulation with the needs 
of ecological preservation ensures the sur¬ 
vival and periodic growth of the search for 
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an alternative to capitalism and imperia¬ 
list arrangements of the world economy. 
That altertiativc must necessarily link 
Itself to the socialist tradition and legacy 
in ail its multiple hues, both Marxist and 
non Marxi.st. 

But it is the other consequence that is 
more difficult to counter. How are third 
world societies to industrialise in the face 
of actually existing imperialism*' If most 
cannot successfully modernise because of 
imperialist domination of the global 
system, can they do so by escaping the 
hold of jmperialism? And is such an 
escape pos.sible or desirable given the pro- 
ce-scs of globalisation taking place? Such 
is the nature of the evolving global 
economy that for many sectors and even 
countries today the only thing worse than 
being exploited is not to be exploited but 
abandoned. The ongoing bio-technology 
and micro-chip revolutions will only fur¬ 
ther accelerate the tendency towards a 
transnational dualism of the world 
economy. 

The classical Marxist view about the 
prospects of third world industrialisation 
was straightforward enough. Full indus¬ 
trialisation. 1 e, ac.iievement of advanced 
industrial status equivalent to that achiev¬ 
ed by an advanced capitalist country for 
any backward country from the mid-20th 
century onwards was simply inconceiva¬ 
ble. Fhere could be substantially in¬ 
dustrialised enclaves and even signiHcant 
'$emi-iiidustriati.saiion'. but any new en¬ 
trants to the competitive ranks of the 
major capitalist countries was effectively 
ruled out. The argument was ba.sed on the 
assumption that imperialism (itself iden¬ 
tified with distinct 'national' capitals of 
the advanced countries) so dominated the 
global system that no space existed for 
autonomous capitalist development in the 
third world of a kind that could challenge 
the older imperialisms in the sections that 
were most important to them. Since these 
sections changed over time, e g. from 
lower productivity smokestack industries 
to higher technology information/know- 
ledgc industries, a considerable degree of 
indusiriali.sation could take place in the 
third world (manufacture and even 
machino-facturcs) but always of a kind 
that wa.s at least one-phase behind the ad¬ 
vanced countries in terms of technology 

In Its extreme form, this Marxist view 
would seem to have been disproved, for 
special rea.soiis tio doubt, but even sc the 
east Asian NIC c.xperience. especially 
South Ko'ea's perforrnaiiiC. has been a 
very sirung nposic to the claim that no 
coufiti's in ilie post '.ulonial world could 
hojie ii.' .,:alleiifte the advanced iinpcria- 
list!,-- .n sectors which rnaticied most and 
iherel:- ■. adii.iii* ro :hc posiiion of a 
matliri- ..’.ui advanced. Uul 


otherwise, the classical Marxist view, for 
all its underestimation of capitalist pro¬ 
ductivity, has not fared badly at all. As 
a generalisation it still holds true and is 
almost certunly going to continue holding 
true in the fust half of the 21st century 
even if the dividing line between ‘advanc¬ 
ed' and ‘backward* can no longer be 
drawn simply between countries. 

This classical view also contended that 
only a qualitative break with the capitalist 
world market could allow post-colonial 
countries to establish the pre-conditions 
for a substantial-industrialisation based 
on a relatively healthy internal dynamic. 
Since this classical view vigorously oppos¬ 
ed any notion of ‘socialism in one coun¬ 
try' and insisted that socialism’s superior 
productivity could only be displayed on 
a global scale if capitalism in its heart¬ 
lands was transcended, it would be quite 
unfair to claim that cla.ssical Marxism 
believed that it was possible for a 
backward country in the epoch of im¬ 
perialism to become an industrial econo¬ 
mic power comparable to advanced 
capitalist countries provided it broke away 
from imperialism through a successful 
anti-capitalist revolution and embarked on 
a non-capitalist path of economic 
development. 

The essential claim was more modest. 
First, such a non-capitalist path despite 
unwarranted distortions created by bureau¬ 
cratic and economic commandism (which 
should not become extreme) could still 
better address some of the key problems 
of capitalist under-industrialisation like 
eradication of absolute poverty, minimum 
provision of employment, health care, 
education, leisure, cultural goods, mass 
transport, etc. The crucial standard of 
comparison would not be between such 
post-capitalist backward societies and ad¬ 
vanced capitalist ones but between the 
former, and other backward societies 
dominated by the capitalist mode of pro¬ 
duction. Second, such anti-capitalist 
breakthroughs would c'onstitute historical 
‘holding operations’ which had the pote'’ - 
tial lo inspire anii-capiialist breakthroughs 
clscwhe.'c. Th‘ more demiKiatic (and less 
bureaucratic) these po.st revolutionary 
stKieties and the greater their v diarist 
succcsse.s the more likely they were to in¬ 
spire anii-bureaucratic socialist advances 
in ihe*.iccond world and socialist revolu¬ 
tions in the first world. Third, the inherent 
weaknes.sca of late capitalism and the deep 
iniquities of imperialism would render 
even liberal-democratic, advanced capita¬ 
lism u less attractive model for greater 
numbers both inside and oul.sidc these 
societies. Implicit in the third belief was 
an underestimation of laic capitalism's 
productivity, an underestimation oi' the 
durahiliiy of bourgeois democratic struc¬ 


tures and therefore an underestimation of 
the attractions of this model lo those liv¬ 
ing under bureaucratic 'socialism’s', even 
though there was no underestimation of 
(he damages wrought by a Stalinist model 
of socialism. 

\V'hen socialism as practised became in 
effect, an alternative model of economic 
development, it helped to dig its own 
grave. It has been defeated by its failure 
to meet its own standards. Unwilling to 
match the political frccdotns of the west 
let alone'go beyond it, ‘srH'ialist* regimes 
pegged their legitimacy to their ability to 
economically out|)erf(>rni advanced capita¬ 
lism, where 'performance' was to be Judg¬ 
ed in terms no different from Che latter’s 
extravagant consumerism. Neither the 
masses nor the elites of the post-colonial 
world can be excessively faulted for rejec¬ 
ting (hat kind of scK-ialism for its capitalist 
rival, rather than rejecting both. Fhl.s then 
is the crux of the piobicm. It is the new 
despair about being able to construct a 
viable and superior alternative to 
capitalism that is 'he most damaging con¬ 
sequence of the Soviet eollapse. Capita¬ 
lism convinces not because of its positive 
virtues but because it seems the least bad 
option, especially in its liberal-democratic 
guise. 

What then can be salvaged from the 
argument that a qualitative rupture and 
a non-capitalisi path of ‘development’ in 
a backward country is both possible and 
desirable? Actually, quite a lot. But it is 
clear (hat the very notion of 'development' 
will have to be shorn of an e.xcessive pro- 
duclivism and infused with newer (and 
older classical) values emphasising above 
ail, issues of sell-determinatu.n and 
ecologically sustainable growth rather 
than imitation of average living standards 
in the OECD countries. 

A minimum of welfare tor everyone 
more than ever will require a political- 
economic break wtch the imperialism of 
this new phase and the pursuit of a non- 
capitalist path of development. Such a 
break will still, for a long time to come, 
take place within a ‘national* framework. 
Precisely becau.se of the ongoing globali¬ 
sation prcKCsscs taking place, the social 
base for such ‘nationally-based revolu¬ 
tions, can less than ever count on the sup¬ 
port of any ‘nationalist' segment of the 
ruling classes or on the sympathy of 
significant sections of the middle classes, 
ftut the objective conditions of so many 
of the people of the third world wil: be 
such that revolutionary struggles far from 
being a matter of the past can still be a 
part of the future, regardless of the col¬ 
lapse of the USSR and the Soviet socialist 
model. Indeed the collapse of that model 
is no bad thing. The difficulties that im¬ 
perialism will have in making out that 
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such third world struggles are 'stntegic' 
dangers will partly counterbalance the 
freer hand they have to militarily or direct¬ 
ly intervene now that the USSR has col¬ 
lapsed. This counter- valence clearly 
counts for less in west Asia but counts for 
more elsewhere in the third world. 

Anti-capitalist struggles in the post¬ 
colonial world will not, therefore, come 
to an end or phase out. They will, on the 
contrary, periodically resurface. But such 
struggles will face other and newer pro¬ 
blems. If relative insulation of a post- 
revolutionary society from the world 
market is still necessary to secure a 
minimal level of decent human existence 
for everybody there is still a heavy price 
to be paid for such insulation.'That is 
surely one lesson of the ‘socialist ex¬ 
perience’ of the last 70 and more years. 
Earlier assumptions of the left about the 
possibility of at least more rapid and 
substantial industrialisation/modernisa¬ 
tion through such insulation combined 
with democratic forms of planning need 
serious re-examination. It may not even 
be tenable given the now much stronger 
connection between international flows 
and technology upgradation. It is not an 
answer to point to the lack of truly demo¬ 
cratic forms of planning in the ‘socialist’ 
experience to date. The fact is that the left 
has still to make of ‘democratic planning* 
something more than just an attractive 
slogan. In seeking to do so, it may well 
discover that there is an unavoidable 
trade-off between the requirements of 
productivity and those of minimising the 
impact of imperialism's enormous econo¬ 
mic power through a strategy of relative 
insulation. 

It may well be that the only effective 
answer or way to ‘hold out’ against such 
pressure lies not in the realm of economics 
but in the realm of politics. If the ‘primacy 
of economics’ lies at the heart of imperia¬ 
list power (the Soviet experiment was 
defeated by imperialism's superior pro¬ 
ductivity as much as if not more than by 
anything else) the best riposte perhaps lies 
in the a.ssertion of the ‘primacy of poli¬ 
tics’. The model of a socialist alternative 
has'to be reworked to mean, above all. 'i 
superior and advanced form of self- 
determination including in the economy, 
rather than a more ‘productive’ form of 
economic organisation. Democratisation 
and newer forms of popular participation 
and control over the economy as well must 
now be emphasised as never before as ly¬ 
ing at the heart of the socialist project. 
This is to recover, build upon and go 
beyond the clas.sical Marxist tradition. 
Only more democratic, and more ecolo¬ 
gically respectful though less econontically 
prosperous post-revolutionary stKieties in 
the '.bird world have a chance of coping 


with contemporary imperialism and in¬ 
deed inspiring the strongest confronta¬ 
tions against it from within. 

Clearly, the time-scale in which such 
struggles and their possible success are to 
be envisioned must now be extended well 
beyond the calendar that framed the ex¬ 
pectations of an older generation of 
radicals. This extension is an involuntary 
tribute to late capitalism’s flexibility and 
productivity. Bui late capitalism’s con¬ 
tradictions are so basic and damaging that 
it is almost inconceivable that th'* search, 
not just by a few but by much larger social 
forces directly victimised by global 
capitalism, for a more humane alternative 
can ever end. if this is the wider backdrop 
to the next few decades there is room 
within it for reasonable speculation over 
a more limited period about the likely 
political impact on the post-colonial 
world of the collapse of the USSR and all 
that went with it. 

NON-ALIGNMhNT AND THIRD WORI.D 
SlRUOOLliS 

Its general diplomatic consequence has 
been to render the concept of non-align¬ 
ment nugatory for most third world elites. 
Even before the end of the Cold War the 
concept of non-alignment bloc or move¬ 
ment (NAM) had but limited value. It was 
a foreign policy option for ruling third 
world elites which were largely free to in¬ 
terpret it almost as flexibly as they wish¬ 
ed provided a few very simple ground 
rules were respected. Its main ideological 
value was that it reasserted the principle 
of maximum national independence 
which even ruling elites engaged in barter¬ 
ing away their political and economic in¬ 
dependence to imperialism found useful 
to uphold. Its main practical value was 
formal and diplomatic A venue was 
created where different third world elites 
could (a) manoeuvre for diplomatic sup¬ 
port in intra-NAM disputes; (b) play-off 
the east bloc versus the west for aid and 
largesse in return for suitable diplomatic 
postures: (c) provide limited diplomatic 
support for movements/struggles against 
(he interests of one or the other bloc. In 
its earlier phase the NAM could add 
meaningful pressure to the dc-coloni- 
.sation process and co-ordinate formal 
resistance of a declaratory kind to apar¬ 
theid and racism 

The underlying weaknesses of the third 
world non-aligned movement is best cap¬ 
tured by the realisation that there t^as no 
.such thing as a 'bird world, no such thing 
as non-alignment and no such thing as a 
movement unle.s frequent conferences 
and lesolulion-passing constituted a 
‘movement’ in any meaningful sense of 
the term. 


The NAM will clearly find it very dif¬ 
ficult to survive. Its earlier rationale was 
already extremely weak. Only a handful 
of countries led India could even claim 
with any seiiousness to being ‘reasonably 
non-aligned‘ from either bloc. As long as 
bloc livalry survived, the NAM had a 
‘negative’ rationale for its existence With 
the end of the colonial era. the NAM 
never had nor was able to develop a 
positive rationale. Either it will survive at 
a level of inconsequential ceremony or it 
will pass away iaigely unlamented. 

There ate other graver consequences for 
the third world of the Soviet Union's col¬ 
lapse than its effect on the NAM. The real 
division within third world societies was 
and is between those which having under¬ 
gone indigenous anti-capitalist revolutions 
(Indochina, Mongolia, North Korea, 
Cuba and Nicaragua) were pursuing a 
non-capitalist if bureaucratically deform¬ 
ed path of development and the rest which 
were pursuing capitalist development in 
varying degrees of closeness with im¬ 
perialism. The former did enjoy signifi¬ 
cant national ana political support from 
the USSR. That era is over and the con¬ 
sequences have been quite dramatic In 
Kampuchea, Heng Samrin’s rejection of 
‘socialisnf has been co-ordinated with the 
return of Prince Sihanouk and the esta¬ 
blishment of a new coalition government 
with no pretensions to pursuing an anti¬ 
capitalist pre^ramme of development. 

In Vietnam, the essential dynamic is 
one of combining growing markciisation 
with one-party monolithism a la China. 
This has been called, perhaps aptly, 
‘market Stalinism’. Such is the growing 
alienation of the ruling bureaucracy 
because of corruption and lack of demo¬ 
cratisation that the Vietnamese Com¬ 
munist Party is systematically squander¬ 
ing away the legacy of popular loyally that 
it forged during its decades-long struggle 
for national liberation and social transfor¬ 
mation. Much the same can be srid for 
Cuba except that its economic situation 
is perhaps the roost desperate of all. Cuba 
under Castro is principal target of the US 
and aided by a tnumphalisi west Europe 
the US is now tightening the economic 
and political screws as much as it can. The 
earlier era when Cuba could look for 
some suppon from social democrats in or 
out of power in some western European 
countries is over The Cuban economy 
never got out of its deep dependency on 
(he USSR and cannot now avoid paying 
the price of effective abandonment by its 
ally. However, the Cuban Revolution is in 
peril for reasons which have also to do 
with one-party monolithism and lack of 
internal democracy. The enormous social 
advances of the Ca.sira regime in areas like 
health, education and elimination of grin- 
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reducible lo Mme core ecoi: mic cause or 
compulsion. It does not follow ihal ex- 
planaiion of. for example. US foreign policy 
behaviour since 1945 must give primacy lo 
economic compulsion. It is an ideological 
consensus of anii-communism among elite 
decision-makers and decision-shapers that 
hj primarily, though not consistently, 
motivated American actions on the ground 
since 1945. 

But this is precisely the point. Why this 
enormous shaping power and pressure of 
anti-communism on imperialist behaviour? 
Because communism was and remains the 
first and only systemic rival to capitalism 
and its associated political and ideological 
structures in the west. This rivalry is total 
because of a systemic incompatibility which 
rules out convergence of the two anta¬ 
gonists. Though there can be hiatus and 
legulation/moderation of the conflict, the 
rivalry is permanent and can only end with 
the final systemic victory of one over the 
other. The key souice of this incompatibility 
are the opposing principles on which there 
is to be collective organisation of economic 
life in the two systems. 

It is also true that imperialism carries an 
undeniably pejorative connotation because 
the workings of an imjienalist system arc 
said to perpetuate ‘structured inequalities'. 
These inequalities exist independently of the 
intentions of individual capitalists or state 
managers. The ‘unfairne.ss' or ‘injustice* 
come from the negative consequences of 
ihis operative structure of global economic 
and political relationships. If most or much 
of the 'third world' could reach the in¬ 
dustrialisation levels of the OECD bloc, i 
e, close the gap', then the concept of im¬ 
perialism would undoubtedly lose much of 
its force and value though an evaluatively 
and emotionally neutral notion of im¬ 
perialism could possibly survive 
Viewed in this way; the Key poser is why has 
the gap (relative industrialisation levels) bet¬ 
ween the advanced capitalist world and the 
third world not only not closed or even nar¬ 
rowed, but increased? Exceptional perfor- 
mance.s, r g, Asian Tigers, a.s long as these 
do not spread to become a substantial 
minority among third world countries or 
cover al least a near majority of its popula¬ 
tion do not amount to an effective rebut¬ 
tal. Much energy among Marxists and their 
critics has thus cen'red at on the ‘riddle of 
development' for late indusirialisers. Marx¬ 
ist users of the concept of imperialism do 
not have to argue the thesis that advanced 
capitalist countries or mulii nationals thrive 
as a result of the underdevelopment of the 
third world, i c Ihal their pnisperily requires 
the impoverishment of the third world. It 
is enough to argue th.ie the gap cannot in 
the mam be clo.sed given the nature and 
compulsions of the OECD dominated 
global system Current OECD cTforis lo 
organise global trade and mveslment pat¬ 
terns (OAl r MT')) in then , wr favour, to 
do the same in respect til bio-trchnology 
and ciivironmeiii protection conveniions 
make a mockc.v ol ibe ciuim i.'iai iherc is 
no msliuilionalised or siruciural 'iin- 
fairness' in ibe relations Isetwecn richer and 
poorer countries. Conscrvaiiscs and 
Liberals, if ihey reject the concept of im- 


pertalUm have a harder brief to handle 
They have to argue (a) that the blame for 
the relative failure of third world countries 
must rest on the elites and peoples of these 
countries themselves and not on the nature 
of the global system itself or on the role of 
the metropolitan countries and c.ipitalists 
in it; and (b) that the metropolitan coun¬ 
tries will move towards closing the gap Even 
if Marxists are not able to satisfy rigorous¬ 
ly enough the intellectual requirements for 
decisively explaining why the gap cannot be 
closed, the fact that the gap overall has nut 
significaniiy narrowed in over half-a- 
ceniury, and shows little signs of so doing 
in the future, means that the onus of proof 
rests much more heavily on Conservatives 
and Liberals. The balance of historical 
plausibility on the issue of imperialist op¬ 
pression rests with the Marxists so far 
Thceipencnoeof the now dbinKgrating se¬ 
cond world also suggests that 'socialist' 
delinkage from the global capitalist econo¬ 
my did not enhance these second world 
countries' relalive position on the in¬ 
dustrialisation ladder vis-a-vis the OECD 
countries. Whai it certainly did do was to 
qualiiaiively enhance the socio-economic 
conditions of the lower strata vis-a-vis the 
upffer strata in these societies. 'Socialist 
regimes were able to carry out an egalitarian 
internal redisinbuiion of resources which 
compares favourably with the economic 
record of OtX^D and third world countries 
in Ihis respect. (See G Arrighi, ‘The Rich 
and the ihittr’. New Left Review, no 189. 
Sepiember-Ociober 1991). 

6 'intensive' and 'extensive' can be used lo 
distinguish sirictly between 'domestic' fiom 
'foreign' or more loosely (withoui damage) 
(o distinguish accumulation within ihe ad¬ 
vanced countries from those involving other 
couniiies. 

7 'Monopoly'. This is the Iasi word in ihe 
“latest phase of capiialisi development..” 
<P 653). 

"Bui capitalism only became capitalist iin 
pcrialism at a definite and very high stale 
of its development ...Economically, the 
main thing in this process is the displace¬ 
ment of capitalist free competition by 
capitalist monopoly” (p 699). 

“If it were necessary to give the briefest 
pos.sible derinition of imperialism we should 
have to say that imperialism is the monopo¬ 
ly stage of capitalism” (p 700) 

"As we have seen, the deepest economic 
foundation of imperialism is monopoly” 
(p 708). 

“We have seen that in its economic essence 
imperialism is monopoly capitalism” (p 
726). 

With ihis as his enre idea Lenin deduced the 
other ‘basic features' from an empirically 
rooted concrete analysis of the imperialism 
of his time. 

“We must lake .special noie of ihe four prin¬ 
cipal types of monopoly, or principal 
manilcsiaiions of monopoly capiialism, 
which are characteristic of Ihe epoch we arc 
examining" (p 726). Thus in Lenin's 
analysis, monopoly “stimulated ihr seizure 
of the most imporiani sources of raw 
materials”; il “sprung from Ihe banks"; it 
"has grown oul of colonial policy”. Where 
leiiin can ceriaiiily be faulted is in his 


assumption that these would be the 
characteristics of the ^epoch* as a whole; i e, 
in not realising or emphasising that within 
the same epoch (of imperialism) ihe “prin¬ 
cipal manifesiaiions” of monopoly capital 
could be different in different periods or 
phases. 

All references above are taken from Lenin, 
Selected Works, Vol I, Progress Publishers, 
Moscow, 1975. 

8 Harry Magdoff 20 years ago, correctly 
pointed out the folly of such an aiiproach, 
ironically in a seminar paper presented in 
India. It is worth quoting him in full: “A 
second obstacle to the development of a 
satisfactory modern theory of imperialism 
derives from the opposite tendency; the 
compression of Lenin's theory (or a hodge¬ 
podge from Lenin, Luxemburg and Hab.son) 
into a rigid model, not too different in form, 
even if differem in content, from the kind 
bourgeois economists delight in. The pur¬ 
pose of such compression is to find the key 
to the necessity of imperialism, a magic 
secret formula, as for example: the drive to 
exixKT capital, pressured by a capital surplus 
or the declining rate of pro'll; or the inabili¬ 
ty to realise surplus value within existing 
capitalist markets; or imperialist expansion 
as the way out of crisis. It is true enough 
that each of these factors have been involv¬ 
ed, to a greater or lesser extent, in differrni 
situations and at different limes. But the 
selection of any them as the prime mover 
of the new imperialism, or of the old for 
that mallei, rcsulis in a mechanical formula 
that proves incapable of encompassing or 
explaining Ihe facts of history. It should nut 
be necessary to point oul. except for the all- 
too-frequent distortions both by academic 
critics and sympalhctic expounders, that 
Lenin himself never engages in such 
formula-construciion games!' Published as 
'Imperialism' A Historical Survey' Monthly 
Review. 24:1. May 1972. 

9 f-oi a recent, well argued presrniaiion of ihc 
case for looking al ‘iniernationar class 
forces, for pressures minimising inter- 
imperialist rivalry, and against cxaggcraiinit 
'American decline' sec S Ciill, American 
Hegemony and the Trilateral Commission, 
Cambridge University Press, 1991. One need 
not go all the way with Ciill's own neo- 
Ciramscian framework of infernal tonal 
hegemony through recon.stiiuiion of a 
'global historical bloc'. 

10 Sec S Ciill. op cil; Susan Strange has been 
among the most forceful and coiisisient ex¬ 
ponents of this minoiily view. S Strange, 
Cosmo Capitalism. Blackwell, Oxford 1986 
and States and Markets. Pinicr, london, 
1988. 

11 N Poulani/a/., Classes m Contemporary 
Capitalism. Verso, Ixindon 1975. 

12 The Japanese 'miracle' was the pre¬ 
condition for the other smaller 'miracles* 
in providing both a rapidly ex|>anding 
maikcl capable of absorbing East Asian ex¬ 
ports and Japanese capital looking for 
oullels. 

13 There have been serious negative consc- 
quences ol liberalisalion. Morlaliiy rales 
have declined, inequaliiy has worsened, 
healih standards have deteriorated and 
gcndei-related discrimination in the provi¬ 
sion of public and private goods has grown. 
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Unity in Marx: Towards a Methodological 

Reconstruction 

A Das Gupta 

This article is a pure theoretical exercise involving a philosophical reconsiruaion of Marxism which has no 
direct bearing on the events that happened in the former communist world. Given its philosophical thrust it tries 
to understand the internal structure of the Marxian corpus of thought. To this effect it identifies the i wo mutually 
incompatible elements coexisting in Marx. Thefact/value dichotomy or the dichotomy between science and morality 
a the expression of this incompatibility. Historically, the attempts to resolve this dichotomy have by and large 
failed because of their one-sided and dogmatic approach. These approaches seek to resolxe this conflict by 
eliminating one in favour of the other and thereby they commit what may be described as cither/or fallacy. These 
approaches grossly distort the complex conceptual system that Marxism represents. As against this, this article 
attempts to show that the resolution of fact/value dichotomy is possible by reconstructing Marx's concept of science 
on the one hand and his concept of morality on the other. 


THE main objective of this paper is to 
make a conceptual reconstruction of 
Marx. An analysis of Marx's conceptual 
system reveals that it lacks unity. There ex¬ 
ists a dichotomy which gives rise to two 
theoretically incompatible approaches to 
Marxism. This paper questions such a 
dichotomy and the approaches that follow 
from it. It is through the process of 
reconstructing his conception of science 
and morality that I have argued that the 
so-called dichotomy in Marx is more ap¬ 
parent than real, in other words, there is 
no dichotomy as such. The reconstructed 
version, thus, brings unity in the fragmen¬ 
tary core of Marx. This paper will have 
four sections. At first, 1 shall discuss the 
two incompatible approaches to Marx and 
the fallacy that they committed. In the se¬ 
cond section, I shall present the idea of 
a holistic methodology implicit in Marx. 
In the third and the fourth sections my 
task will be to reconstruct Marx's concep¬ 
tion of science and morality in the light 
of the propo.sed methodology. 

I 

E|1HHR/<)R FaLI-AC Y 

Ibm Bottomore (1964) once remarked 
that in Marx's conceptual system there is 
always a perpetual tension to be found 
between Positivism on the one hand and 
Hegelianism on the other. This tension 
between the two is the expression of the 
various other dichotomies which arc so 
characteristic of Marx. The dichotomies 
like science and ideology, essence and ap¬ 
pearance and fact and value indicate the 
two divergent tendencies of his conceptual 
system, it is true that these dichotomies 
are different and, therefore, they are call¬ 
ed by different names. But, in essence, the 
conceptual impoi t of these dichotomies 
is the same despite their differences. The 
central dichotomy in Marx is the dicho¬ 
tomy between fact and value which shows 


Marx's concern for science on the one 
hand and values on the other. These two 
conflicting concerns of his thought subse¬ 
quently give rise to two competing 
characterisations of this thought. 

Marxism, ro conceived, has been cither 
characterised as a work of science—a 
posiiive science (l.ngels, Althusser, < i*l- 
letti, Bottomore, etc) or as a moral theory 
(Kamenka, Ciuld, Taylor, etc). The crucial 
dilemma that arises here is that how can 
Marxism admit of both these characteri¬ 
sations? HiNiorically. attempts have been 
made to resolve this dilemma by excluding 
one in favour of the other. But to settle 
this matter in this way will not make the 
situation better. I'he reason is that any at¬ 
tempt of this sort will involve either/or 
fallacy: cithei Marxism is a science or it 
is a moral theory. This is the mistake 
which is commonly found both in the 
traditional and recent approaches to 
Marxism. 

The relutation of this fallacy becomes 
evident when we Find that the demand for 
fact is equally matched by his demand for 
value. His concern for science is as impor¬ 
tant as his concern for morality. I shall ex¬ 
plain this position by a simple illustration, 
let us take the word 'exploitation' which 
is so central to Marxian economic theory. 
Now the question is: Does it refer to scien¬ 
tific descritpion or moral evaluation? I 
maintain that this cannot be answered in 
an *either/ar' fashion. Exploitation is a 
technical term used to describe the rela¬ 
tionship between a capitalist and a worker. 
At one level, Marx seeks to explain the 
phenomenon of exploitation scientincally 
He defined exploitation on the basis of 
a fact pointing towards the di.stinction bet¬ 
ween necessary and surplus labour. On the 
basis of this factual di.stinction he con¬ 
structs his theory of exploitation which is 
central to his theory of political economy. 
This consists of a scientific description of 
exploitation. But at another level, we find 


Mars explaining the manner in which ex¬ 
ploitation leads to compicie dehumarrisa- 
tion of man which will be ultimately led 
to revolution. This assumes moral evalua¬ 
tion of capitalism. C'livcn this descriptive 
and evaluative content of Marx's thought 
it is rather futile to characterise Marxism 
ill one way or other. 

Hence, the cither/or approach must be 
abandoned in order to make proper 
characterisation of Marx's thought. The 
only way to do it is to show how fact and 
value can be reconciled and their dicho¬ 
tomy can be resolved in Maix's theory 
itself. This involves conceptual reconstruc¬ 
tion of Marx's theory. But before that it 
is necessary to talk about the methodology 
that Marx implicitly assumes in his work. 
It is this underlying methodology which 
reconciles theso-callc'd fact.^-alue conflict 
in Marx. I, therefore, briellv state the idea 
of this methodology. 

li 

Thi- Unim kivim. Mi iiiodokm.y 

The idea of reconciliation between fact 
and value should not he unders.ood as 
that of merely juxtaposing the two ele¬ 
ments. It is much more than that. It in¬ 
volves creating a new methodology which 
will relate facts with values and values 
with facts. Marx never considered either 
facts or values tier se. For him. there was 
nothing called pure fact and. therefore, 
there was no pure description of facts. 
Faens in ihe social world only emerge from 
a specified context. When we approach a 
phenomenon we never do it in isolation. 
We (irovide a context for it and to provide 
a context or a coircct context is to imply 
how the phenomenon is to be viewed. T^is 
is really to mean that while describing the 
phenomenon (providing the right context) 
we are also at the same time assessing it. 
This is where and how value enicrs in the 
whole description vif fact. Values do not 
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exist in themselves; they are coexistent 
with facts. I have described this as fact- 
value complementarity which constitutes 
the essence of Marx's methodology. Now 
a word about the basis of this complemen¬ 
tarity may be in order. 

The basis of fact-value complementari¬ 
ty lies in Marx’s notion of practice which 
Marx introduced in direct opposition to 
empiricism. In Marx’s account one of the 
main defects of the empiricist theory of 
knowledge is that at an epistemological 
level it assumes the subject/object distinc¬ 
tion. It is said by the empiricists that this 
distinction is a primary requirement 
because without this, scientific knowledge 
will not be possible. Scientific knowledge 
is objective and object centric. Object is 
conceived as external to subject and sub¬ 
ject has no contribution over object. I'he 
result is that there is a total separation 
between the two. The same subject/object 
distinction is subsequently introduced at 
other levels. The distinctions between man 
and nature and fact and value are the 
expressions of the earlier epistemic 
distinction. 

Marx questioned the legitimacy of these 
distinctions. Empiricism as a theory of 
knowledge and as a theory of science is 
wrong because it failed to take account of 
the interaction between subject and ob¬ 
ject. man and nature and fact and value. 
It is through the notion of practice that 
Marx breaks these three levels of dichoto¬ 
mies. His rfiesis on fvurbuch particularly 
seeks to show how practice is the basis of 
everything—be it in knowledge or in soaal 
life. Marx argues that what appears to be 
the objective reality is not a pure datum. 
It is. on the other hand, to be understood 
as the historical product of man’s practice 
This results into subject-object relation¬ 
ship where the relation between the two 
is neither construed as mere contempla¬ 
tion of an external objective reality nor 
an ideal creation of reality. It is a relation 
which IS mediated bv practice. I'his brief 
note on practice shows that why in Marx’s 
methodology neither facts nor values can 
be considered per se. Facts are changed 
as the contexts change and. therefore, 
there is a change both in description and 
evaluation. 

In the above I have tried to bring out 
the essence of Marx’s methodology. 
Essentially it is » methodology which in¬ 
volves fact-value complementarity and. 
thereby, i; avoids the eiiher/or fallacy. 
Now the lies! important question is to 
.show how this common methodology 
works as the basis i.i Marx’s conception 
of science and morality. 1 shall first 
discuss Maix’s conception ol science and, 
then, his conception id moraliiv. However, 
this discussion will not he meic cxegciical. 
It will suggest a rcconsliuciion so that 
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many of the real implications of his con¬ 
ception of science and morality can be 
brought out. 

Ill 

FAft-VAUIt Cr)MI*l l-Mt-NTARirV AMI) 

Marvs Conceition of Sciencf; 

A RFC’ONSTRUCTION 

As per the plan, my task is now to 
discuss Marx’s conception of science in 
the light of his basic thesis on fact-value 
complementarity which forms the under¬ 
lying methodology of both science and 
morality. But to do this is not an ca.sy task. 
To thi.s effect the biggest challenge has 
come from the positivistic interpretation 
of Marx.' It denies the very basis of fact- 
value complementarity and suggests that 
Marx, in the pattern of natural science, 
offers a theory wh>ch is based on causal 
determinism and not on voluntarism. The 
two central features of positivistic inter¬ 
pretation are; First, to project Marx's 
theory in the model of natural science 
which leads to the subsequent distinction 
between science and ideology and second, 
to claim that Marx’s theory maintains a 
rigid dichotomy between fact and value. 

As against this I shall argue that post 
tivistic interpretation of Marx’s concept 
'lion of science is a complete distortion of 
what Marx really means by science and 
scientific methodology. That Marx is a 
scientist is beyond any dispute; but what 
is at dispute is the positivistic interpreta¬ 
tion of his science (Mullick 1978]. In my 
attempt, I shall, first, discuss the meaning 
of Marx’s conception of science. Second, 
I shall argue that his conception of the 
unity of science is qualitatively different 
from the positivistic conception. The basis 
of this unity, for Marx, is not the same 
as that of the positivists. Third is the value 
neutrality thesis which I shall argue has 
a completely different implication for 
Marx. Instead of a dichotomy between 
fact and value, Marx’s scientinc metho¬ 
dology allows the unification of the two. 

ScitNCF AND Praxis 

The topic under consideration may be 
discussed at diflcrcni levels. I shall 
deliberately confine my discussion to an 
elementary level. The reason is that the 
objective I set for this discussion has a 
limited purpv>sc, namely, how the mean¬ 
ing of science differs with Marx and the 
po.siiivisis respectively. It is often said that 
Marx offers a praxis-oriented conception 
of science. By this statement what is im¬ 
plied here is that, for Marx, science is a 
social activity of man. It is not exclu.sive- 
ly concerned with the abstract conception 
of the universe but with the macro-icvcl 
einpiiically observable practical activity of 


man. Further, in his scientific concern it 
is the notion of practical activity rather 
than the theoretical vocabulary of physics 
that constitutes the conceptual framework 
of science This differs with the positivistic 
view of science at a fundamental level. In 
the positivistic view the aim of science is 
to attain ideal objectivity according to 
which all scientific statements should be 
subjected to the test of impartial criteria. 
In accordance with this aim it is further 
argued, especially by Popper, that the 
growth of science follows a cumulative 
pattern which is guided by its internal 
logic and which is independent of any 
social basis. Science, thus, assumes an 
abstract and ahistorical character which 
is thought to be unaffected by the actual 
economic and social organisation of the 
society. This results into a well entrenched 
belief which says that scientific knowledge 
is autonomous with its own rules and ra¬ 
tionality diticonncctcd from historical 
.social reality. 

This view of science and its autono-. 
mous development will be unacceptable 
to Marx on the ground that it is false. 
There is nothing called autonomy of 
science because a scientific activity is not 
an isolated activity. As Marx de.scribes; 
“when 1 am active scientifically, etc—an 
activity which I can seldom perform it in 
direct community with others—then my 
activity is social because I perform it as 
a man” fEconomic and Philosophical 
Manuscript, henceforth. EPM, p 298). 
This apparently simple observation con¬ 
veys some important truths abqut Marx's 
conception of science. First of all, science 
cannot be made devoid of human essence 
and second, science cannot be divorced 
from social relations in society. Marx 
criticises natural science for failing to 
comply with both these truths. Natural 
science has an “abstractly mateiial, or 
idealist orientation” because it has failed 
to see its own history oi development in 
connection with men. In (his respect while 
speaking about natural science as being 
based on human e.s.sence Marx pointed 
out the double character which the in¬ 
dependent development of natural science 
has had for human life. One is the 
liberating effect of natural science on 
man. That is to say. science plays an im¬ 
portant role in human emancipation. It 
changes the production process and brings 
the forces of nature under its domination 
so that they arc compelled to work in (he 
service of human needs (Crundrisse, 
p 700). Bui there is the other aspect which 
refers to the dehumanising role of science. 
This is particularly true in the context of 
the capitalist society. But, ultimately 
science, as Marx forecasi.v, will change its 
role because the capitalist social relation 
will itself undergo a drastic change. With 
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the emergence of new' .social relation 
science will become an element in the 
liberation of mankind. Science can, thus, 
never be autonomous. It is always media¬ 
ted by human practice, by indu.slry. 
Science should be, thcrclorc, based bn 
historical analysis of -.'iciai relations. This 
brief discussion makes it clear that 
science, according to Maix. cannot be 
devoid of human essence and its develop¬ 
ment is rooted in human practice. This 
provides the basis loi the lutihri claim of 
Marx that thete is an essential unity bet 
ween science of nature and science of 
man. Hut what >s the conception of this 
(initv, and what aie the arguments for it? 
’he foilowing section clucioatcs these 
ideas. 

I III- Uni 11 (It St ii.Nt i-s 

Marx and the positivists both .speak for 
the unity - if .sciences. But theii respective 
uses of the term have different conceptual 
meaning. In (he context of Marx this unity 
is meant to be a substantive unity whereas, 
for the positivists, it is primarily meant 
to be a unity in mclhod.s. i c, there is no 
difference between the methods of natural 
and $ot;ial science. Conceptually these are 
the two different notions of unity which 
require to be explained. 

In (he opinion of the posilisisis. science 
is justified by its methods. The success of 
natural science shows that it is its method 
which enables us to attain knowledge 
which is objective, certain, testable and 
value neutral. Considering these universal 
features positivism rules out (he possibili¬ 
ty of alternative methods related to dif¬ 
ferent sciences. Methods arc fundamen¬ 
tally same, meaning thereby, that for a 
discipline to be scientific it cannot avoid 
following the same method as that of 
natural science. 

As is evident, (he notion of unitary 
method in positivism implies the imposi¬ 
tion of the method of natural sciences on 
(he social sciences without taking care of 
the hi.storical and contradii (ory character 
of scKiety. The presupposition that works 
here is that social .science qua .scieiKC must 
retain its objectivity. In order to make 
social truths oujcciivc, it is assumed by the 
positivists that 'Ociety .should be thought 
ol as analogous to na.ure. Bur. by claim¬ 
ing thi.s. positivism thus, equates social 
facts with natural favts. However, ironical¬ 
ly enough this notion of objectivity docs 
not guard itself from its ideological under¬ 
pinnings. By equating social facts with 
natural facts positivism accepts the given 
structure of the society as if it is 
permanent—unchangeable like a natural 
law. It forgets (he fact (hat social reality 
is always hLslorically defined. It can never 
be ahistorical. The atiisioncal approach 
to social reality of the positivists is not a 


scientific approach. It ceases to be a 
science and in return becomes an ideology 
which defends the existing social and 
political status qua 

The above de^ription reveals (hat (he 
positivistic idea of the unity of sciences 
does not speak of (he real unity. Judging 
from this point of view Marx may be said 
to speak for a creative unity where there 
IS no imposition but a real synthesis bet 
ween (he two. In this respect Marx appro¬ 
aches the entire question from the point 
of view of interd^ndence between man, 
and nature. 

Traditionally it has been the practice to 
counterpose an abstract concept of man 
with an abstract concept of nature. Marx 
questions this thinking and argues that 
nature can, on no account, be seen as 
alien to man; on the contrary, there ex¬ 
ists a reciprocal relationship between the 
two. This he establishes by .showing how 
the development of industry and science 
mediates between historical man and ex¬ 
ternal nature Nature should be under¬ 
stood from the very beginning in relation 
to human activity, viz, in its socio- 
his'torical character. It is. as Marx 
observes, ’’the primary sounx of all in¬ 
struments and objects of labour". Hence 
any statement about nature — be it specu¬ 
lative, epistemological or scientific—must 
presuppose, as Marx claims, social prac¬ 
tice, i e. the ensemble of man's lechno- 
Icgico-economu- modes of appropriation. 
This may be described as the .socio-histo- 
rical character of nature. 

In various places of his writing Marx 
consistently expresses this view- of nature, 
viz, nature as an essential element of 
human practice. Thus in the 1844 
Manuscript his position is that "Nature 
taken abstractly, for itself, rigidly sepa¬ 
rated from man is nothing for man" 
(EPM: 345). In Grundrisse a similar idea 
is expressed when he says that nature 
alone (i c, if we discount the human 
labour embodied in it) has no value since 
“value is only embodied labour". In The 
Holy f'atnUy one finds that Marx is 
fighting a battle against Spinoza, f-ichle 
and Hegel. He criticises Spinoza’s concept 
of substance because it upholds (he idea 
(hat nature exists without human interve- - 
(ion. He criticises Fichte for giving an 
independent status to con.sciousness and 
thus defines man, the ‘Subject’ with 
capital ’S' solely as ‘Spirit’ not a pro¬ 
ductive force. Finally the Hegelian ab¬ 
solute, as Marx argues while successful in 
uniting substance and subject, was not 
historically established but only “mi-ia- 
physically favestied'. 

Marx’s empha.sis in all these works is 
that nature cannot he separated 
man; nor can man and the uccomplish 
ments ot his spirit be ‘cparatcd lioui 


nature. Even his intellectual capacity (i e. 
his capacity to think and to reason) is a 
product of nature and history. 

The above discussion shows that since 
man and nature are in the state of inter¬ 
dependence the study of these two cannot 
take two radically different courses. The 
Marxian term (hat explains this inter¬ 
relationship is (he notion of historical 
practice which connects these two separate 
elements. History, thus, comes as the 
uiuicrlying framework that unifies the 
hisiorv of man and the history of nature. 

I hese two arc the two sides of the same 
history: the (wo aspects of (he single 
science. History, so conceived, becomes 
the ground for the true unity of sciences. 
As Marx says: 

Wc know only a single science, the science 
of history. One can look at history from 
two sides and divide it into the history of 
nature and (he history of men. The two 
.sides arc, however, inseparable; the history 
of nature and the history of men, are 
dependent on each other so long as men 
exist (Marx, German Ideology, henceforth 
d, p 28|. 

The idea of unity that is expressed here 
is not a methodological unity achieved 
through the imposition of natural science 
on social science. It is, on the other hand, 
(he substantive unity based on the reci¬ 
procal ixlationship between man and 
nature. History, according to Marx, is (he 
science which is the concrete expression 
of this unity. 

Now I have come to the final part of 
the problem which assumes paramount 
importance in the context of this inquiry. 
The task that is ahead is to show the sense 
in which Marx’s scientific methodology 
in its very structure allows the fact-value 
unification. 

Stll:N( t- ANO I-Afl VAIl't UnII ICATION 

In (he positivist tradition a scientific 
theory is always kept separate from value 
questions. A theory is claimed to be value 
neutral. I'his value neutrality is one of the 
important methodological requirements 
which a theory must satisfy in order to be 
explanatorily adequate. The postivistic in¬ 
terpretation claim.s that Marx’s theory 
carefully separates value questions from 
its domain of explanation. Hence Marx's 
social theory qua scientific theory is 
claimed to be value neutral because it 
maintain.') the fact/value dichotomy of (he 
positisiMs ill Its very foundation. But to 
.say that Niaix maintains a fact/value 
dkhotomy is, I think, a complete inis- 

C-'McrptUil). 

I hcic IS an ample evidence in the text 
lo show that Marx influenced by the Ger¬ 
man tradition of ideali.stn hold.s a definite 
Slew regarding the essential nature of 
man But. for him, the realisation of this 


Fconnmic and Foliiical Wcekiv Juniiais .^0. I9V3 


Pt-49 



nsentiai nature is intrinsically connected 
with the social process. In concrete terms, 
it implies that only an ideal society can 
ensure a conception of man who is free 
and unalienatcd from himself. In the 
Marxian paradigm, therefore, a theory of 
social change is not a descriptive theory 
only; it is prescriptive too because it posits 
the goal of social change as the realisa¬ 
tion of the essential nature of man [Das 
Gupta I989J. This position is totally unac¬ 
ceptable to positivi.sm. A positivist rejects 
a goal-oriented theory b^usc recogni¬ 
tion of goal is “...something which positi¬ 
vism must deny, for goals in their very 
nature; are something that have not as yet 
heen experienced” (Hartung 1943:131). 

However, this above idea of goal in 
Marx’s social theory may be questioned. 
It may be argued that what Marx really 
wants to do is to show how an inner 
mechanism or a particular order of socie¬ 
ty, such as, capitalism leads to its own 
destruction. This implies with all proba¬ 
bility that what is posed as a goal of social 
change is in a strictly Marxian sense only 
an inevitable outcome. The notion of in¬ 
evitable outcome is neutral to any value 
questions and it can. therefore, be com¬ 
pared with the notion of prediction in 
natural sciences. In the Marxian tradition, 
revolution is the inevitable outcome and 
it is only through revolution that the old 
order of society is overthrown and the new 
social order is replaced thereby. Now this 
is a perfectly legitimate scientific concern 
because all that Marx tried was to predict 
revolution in the same way as the scien¬ 
tists predict natural events on the basis of 
the theory and the initial conditions. The 
question now arises whether Marxian 
prediction is the same as prediction in 
natural sciences. This is a general ques¬ 
tion which can be best answered by tak¬ 
ing into account some of the particular 
aspects of prediction. In this respect the 
a.spect that pre-eminently comes to our 
mind is the notion of initial conditions, 
in the positivist model initial conditions 
are made to be crucially important for 
making predictions in natural sciences. 
Now, in relation to the earlier general 
question ihc specific question that I am 
raising here is: tshai is the nature of the 
initial conditions in the Marxian model 
and whether they arc the same as the in¬ 
itial conditions of natural sciences? This 
requires us to si-e how predictions are 
made in the Marxian model. 

The concern toi prediction in Marx is 
a fact which can liardlv lx- denied. A work 
like C apita! is unquesiionahis aimed at 
doing somcihiiiy of this son (his is a 
perfectly acceptable posin.m Hm we lace 
difficulties the moment we tis u> establish 
Marx's model in the paiiein of po-.iiisisis' 
model of explanaii'ui and iircdictnni. such 


as, the Deducttve-Nomological model (or 
DN model). What is questionable is not 
the predktive oonoem of Marx but whether 
Marx's model of explanation and predic¬ 
tion is structurally similar to that of the 
DN model [Mullick 19781. In the DN 
model the predicted event is regarded as 
a conclusion which is to be derived from 
the premises comprising theory and initial 
conditions. This implies, methodological¬ 
ly, that a prediction will not be possible 
unless the predicted event is already con¬ 
tained in the premises, namely, the theory 
and the initial conditions. Now to put this 
structure into the Marxian model of pre¬ 
diction it will assume the following pat¬ 
tern. In the Marxian model, revolution is 
a predicted event which, if analysed, 
presupposes first, revolutionary conscious¬ 
ness of the proletariate that leads them to 
revolt and, second, the objective social 
conditions which are responsible for 
changing this proletarian consciousness. 
Now to say that revolution is a predicted 
event is to say that all these must be 
already contain^ in the theory itself. This 
essentially implies that the theory which 
Marx is propounding is about the concrete 
men in history that includes in its com 
ponent both Ihc productive activities as 
well as consciousness of men. Revolution 
without conscious participation of the 
proletariate is an impossibility. Marx 
realises that changes in a society cannot 
be brought about without the will of man. 

In his social theory man is, therefore, 
regarded as the author of social change. 
This shows that Marx never seeks to 
eliminate consciousness from this theory. 
On the contrary, he makes a relentless 
struggle to provide in his theory a basis 
for consciousness. The basis he provides 
is no doiibt a material basis which sup¬ 
ports a unique conception of man where 
man is both the unconscious actor as well 
as the author of history. Thus in tigh- 
leemh Brumaire wc find Marx saying: 

...men make their own history; but they 
do not make it under circumstances 
chosen by themselves, but under circum¬ 
stances directly encountered, given and 
iransmiitcd from the past (Marx, The 
Eighieenih Brumaire of Ijouis Bonaparte: 
1031. 

In my account I have argued that in 
Marx’s scicniific methodology fact and 
value do not have logically separate iden¬ 
tities Descriptions arc, therefore, found 
lo be inextricably mixed with evaluation, 
f his is how fact-value unification is esta¬ 
blished on a general methdological 
ground Now niy task is to relate this 
general thesis to a particular aspect of his 
Ihocvry and to show that the understanding 
of I he general thesis is indispensable to an 
nndersianding of ihc true meaning of his 
theory. I > fact the denial of it can lead lo 


M interpretation at variance with the 
original meaning of the theory. For this 
purpose (namely, the fact-value unifica¬ 
tion) 1 choose labour theory of value as 
a paradigmatic case of the above general 
thesis. 

Labour Thi-orv of VAiut: A CASt in 
Point 

Marx’s labour theory of value which is 
so central to his political economy is often 
questioned and even rejected by the eco¬ 
nomists on the ground that it is meta¬ 
physical. Unable to solve the notorious 
transform the value of a commodity into 
its prices, they are forced to conclude 
to its prices they arc forced to conclude 
that “value has no operational content. 
It is just a word’’ [Joan Robinson 
1964:47). The source of this criticism can 
often be traced back to fact-value dicho¬ 
tomy. Since value has no operational 
content, it cannot have any cognitive 
significance. Hence it turns out to be 
merely metaphysical. Marx’s concept of 
value has hem shown tq be metaphysical 
on a similar ground. 

This positivistic interpretation of labour 
theory of value has bwn recently ques¬ 
tioned in an admirable piece of work by 
Amarlya Sen (I97g). Following Maurice 
Dobb (1937,1973) Amart^ Sen suggests 
an evaluative interpretation of labour 
theory of value along with the two 
others—the descriptive and the predictive 
interpretations. Sen's strategy assumes two 
stages of arguments. The first is the 
general one where he attacks Hume’s law 
by showing the possibility of normative 
statements to be entailed by descriptive 
statements [Sen 1966). Sen construes the 
relationship between descriptive and 
evaluative statement as that of relation¬ 
ship between the antecedent and the con¬ 
sequent. In his reading, evaluative state¬ 
ments or evaluative interpretations are 
based on appropriate description of facts. 
A descriptive statement, such as “Michel¬ 
angelo made this statue of David", he sug¬ 
gests, is an antecedent statement whereas 
Its consequent is the evaluative statement, 
“Michelangelo should be praised for the 
beauty of this sculpture'’. Sen makes a fur¬ 
ther claim that between facts and values 
there exists an analytical relationship and 
that explains significant bearing of 
descriptive statements on value judgments 
[Sen 1966). From this follows his specific 
thesis on labour theory of value. 

Sen applied the same strategy lor the 
mierprctaiion of labour theory of value 
and tried to show that it assumes an 
evaluative inteipretation based on the pro¬ 
per description of facts. His argument in 
this respect is quite detailed and here, I 
do not go into that. However, I will give 
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lite gist of it. His t.'entral thesis is that 
labour theory of value can be shown to 
have three distinct non-metaphysical inter¬ 
pretations: descriptive, predictive and 
evaluative. His first step is to show what 
is involved in the descriptive interptetation 
of labour theory of value. Description, to 
put it in a general term, necessarily im¬ 
plies that it mu$i\be based on facts and 
along with this it also involves a selection 
of facts. That means in a particular des¬ 
cription certain facts arc chosen and cer¬ 
tain other facts are ignored. As for exam¬ 
ple, the statement, 'Michelangelo made 
this statue of David’ describes certain 
facts which. Sen argues, are remarkably 
selective. It says nothing about the tool 
that Michelangelo used for making this 
statue, the money that was spent for the 
marble, etc. This implies that a descrip¬ 
tion is always accompanied by a selection 
criterion by which we select facts that are 
to he described. Now, in the context of 
labour theory of value. Sen asks; what is 
It that i;t described in the theory? aiul what 
are the selection criteria? He follows 
Maurice Dohb's interpretation and says 
that what is described in the labour theory 
ol value is the activity of production and 
the selection criterion accompanied “is 
focused on personal participation” [Sen 
1978; !77|. This means that labour theory 
of value offers a description on produc¬ 
tion u hich mainly highlights the contribu¬ 
tion of the worker that grics with the pro¬ 
duced good. In other words, the value of 
the produced gtxKl is (he labour embodied 
in it. This further implies that description 
of the prcKCss of exchange cannot be given 
in terms of relative prices alone but in 
terms ol the contribution that workers 
make in production of commodities that 
are being exchanged. Maurice Dobb pre¬ 
sents the descriptive richness of labour 
theory of value in a passage which has 
also been quoted by Sen: 

Such an approach serves also to explain 
the place a.ssign<‘d to labour as human 
productive activity; why ii was natural for 
Marx lo place it in the very centre of the 
stage, implied in this, indeed, is a virtual 
definition of productive aaivily, and cor- 
relatively of appropiiation or exploitation, 
in the sense of the annexation or receipt 
of part of the fruits of prrxluction by those 
who have contributed no productive acti¬ 
vity and lack any petsuual participation 
in the process of production per se. As 
such 'cx|iluiiaiiOii' is neither something 
‘metaphysical' nor simply an ethical judg- 
meni (still le.s- ‘just a noise') as has 
sunictimes been depicicd: it is a factual 
description ol a socio-economic relation¬ 
ship, as much a.s is Marc Bloch's apt 
characterisation of 'feudalism' as a system 
where feudal lords ‘lived on labour of 
other iiicn' [Dobb 197.); I4.<). 

The next question that Sen asks is with 
regard to the purpose of such de.scriptive 


interpretation. In his analysis he shows 
there are distinctly two senses in which 
one can talk of purpose that descriptive 
interpretation of labour theory of value 
achieves. The one important purpose that 
it achieves is unquestionably predictive. It 
predicts prices, wages and profits on the 
basis of ‘Law of Value*. He argues that 
labour theory of value is thus qualified 
to be a genuine predictive theory in the 
.same way as Milton Friedman under¬ 
stands a theory to he predictive. 

The second purpose that descriptive in¬ 
terpretation achieves is normative or 
evaluative. What is claimed is that on the 
basis of a set of descriptions certain 
evaluative consequences are derived. In 
the context of labour theory of value the 
idea of personal participation, which is 
focused on the description of productive 
aciivi(ie.s, is taken to be (he basis of the 
evaluative interpretation of what Sen 
terms "entitlement of fruits of produc¬ 
tion”. Entitlemcni of fruits of production 
is the logical consequence of Marx's 
description of productive activities in 
terms of personal participation. Hence the 
purpose of evaluative interpretation is 
really to add a human dimension to the 
theory. But note that Sen made it ab¬ 
solutely clear that one cannot meaningful¬ 
ly talk of evaluative consequence of 
labour theory of value without referring 
to the matrix of the theory, in fact the 
moral import of an economic or social 
theory is lo a great extent influenced by 
the description that the theory offers (for 
.similar aiguments see Sen 1980 and 1981 ]. 
Thus between the two theories one 
becomes morally inferior to the other on 
the ground that in its description it does 
not take account of certain facts. In the 
same vein Dobb questions the ethical rele¬ 
vance of marginal productivity theory of 
distribution on the ground that it does not 
take account of certain crucial facts in its 
description. It hides the important des¬ 
criptive features of production process like 
commodity fetishism and personal parti¬ 
cipation. As a result (he marginal produc¬ 
tivity theory ol distribution becomes 
descriptively inadequate and, eventually, 
morally questionable. This is how Sen 
conncct.s, meihodologically, the de.scrip- 
live and the evaluative aspects of Marx’s 
labour theory of value. 

The above discussion clearly shows that 
in (he Marxian model a clear-cut distinc¬ 
tion between fact and value cannot be 
maintained, in lact Marx's position on 
ihis issue is so unambiguously stated that 
on no account can it be compaicd with 
positivism. 

We start with facts, nut facts perse, hut 
fact.-, as hisioricaily defined. A correct 
description of fact, therefore, consists in 
providing a particular historical contest 
and providing the right context for the 


phenomena is to assess the phenomena, 
i e. how the phenomena are to be viewed. 
This is how description leads to evalua¬ 
tion and facts lead to values. 

I have used the fact-value complemen¬ 
tarity as the underlying methodology for 
reconstructing Marx's conception of 
science. Now my task is to reconstruct the 
other side of his conceptual system—the 
morality with the help of the same 
methodology 

IV 

Fa« I VaH'L COMI'I liMI MAKin AND 

MAR.X'S C'ONCLn ION Ol Morai itv 
A KH ONSIRH IKIN 

The basic intuition that works behind 
Marx’s conception of morality is that 
like facts, values too cannot be studied 
per se.' Marx rules out any abstract 
conception of values. Values arc defined 
and acquire their meaning only in 
the context of facts. This intuition led 
Marx lo conceive of two stagc.s of in¬ 
quiries which together formed Marx’s 
conception of mor.ility. Among these two, 
the first is his critique of the tiaditional 
approach to morality which indulges in 
the abstract studies of value and second 
is the constructive approach where Marx 
.seeks to btiild up his own theory of 
morality based on his philosophy of man. 
My presentation of (he problem will 
follow the same route. However, before 
doing it I shall make a few clarifications. 

AOAINS'I MoKAI IIS: OlUKTIONS I ROM 
Hisiork At Mailkiaiism 

I he lollow'ing are the two important 
objections from historical materialism: 
First, morality is ideological and .second, 
there is nothing called universal mora¬ 
lity-morality is always class based, i e, 
expressing class ideology 

Now given the nature ol this objection 
the question is: Does this objection reject 
the notion of morality as such? No it does 
not. in this respect following the auihors 
like Kai Nielsen, Brouberger and others, 
we maintain that Marx's conception of 
morality as class ideology seeks to offer 
what they call ‘sociology of morals' (Kai 
Nielsen, 1985 and I987J. By this it is 
meant that the primary thrust of Marx’s 
theory is to show how morality functions 
in a class divided society and how it over- 
whelmiiigly affects people’s lives in such 
a society. If this is what Marx’s theory 
achieves ihcn m all fairness we should 
dcscnlH.* this theory as the study of socio¬ 
logy of murals rather than a phikcsophical 
siiidv arguing against morality. This 
sociological perspective on Marx's notion 
of morality is laigcly ignored and instead 
it is interpreted as a pan of his 
philosophical critique ut morality. 
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Further, it may be pointed out that the 
very idea that all moral beliefs are neces¬ 
sarily ideological may be questioned from 
the very Marxian ground itself. In fact, 
it is paradoxical that what is traditional¬ 
ly recognised as Mi>rx’s.stand on morality 
does not really follow from his argument 
on morality. It is true that historical 
materialism views morality as the part of 
the superstructure. But from this does it 
follow that all moral ideas are ideolo¬ 
gical asks Kai Nielsen (IV87). it is true 
that in accordance with the thesis of 
historical materialism all ideological 
theories belong to the realm of superstruc¬ 
ture but this however does not prove the 
converse to be true. Thus, it may tie said 
that all ideological conceptions asc super- 
structural but all supers! ructural concep¬ 
tions are not ideological. There is no 
necessary relationship existing between 
these two propositions so that one is im¬ 
plied by the other and vice versa. If there 
is a necessity then the whole history of 
ideas includ' ng that of Marx would turn 
out to be ideological. In order to save 
Marx’s ideas from this irrational position 
we, therefore, need to make a distinction 
at the level of superstructure between 
ideological and non-ideological thinking 
as suggested by John McMurty (1987). 
Following this distinction one may say 
that it is wrong to claim that ail moral 
ideas are ideological because they are 
supers!ructural. We do consider the point 
that many of our moral ideas and beliefs 
are ideologically biased but that docs not 
establish that all of them are necessarily 
ideological because they belong to super¬ 
structure. 

The next major problem with this cla.ss 
concept of morality is that if morality is 
a reflection of its class interest then there 
will be nothing called moral essence or 
morality as such. There will be only class 
moralities or morality relative to classes. 
This is a position which Marx maintained 
in German Ideology and this made him 
a moral relativist or even a moral sceptic. 
In view of this relativism to talk of morali¬ 
ty in positive terms in Marx docs seem to 
be quite far-fetclied. In the following 
paragraphs I will explain the problem of 
moral relativism—its meaning and the 
sense in which it is usc*d in Marx. This will 
help us fmnlly to indicate a line in which 
a constructive theory of morality in the 
Marxian tramiwork may be developed. 

Tradiiional ethics starts with a funda¬ 
mental assumption that moral principlc- 
aic not ctmsttaiiied hv etnpirical circiim- 
stances not hv specilic msiniitiunal prac 
liccs. It IS well known ihai Marx's stand 
on ii.iai!ion,il ethics lust the o|)postie. 

I he nomi' ot piinciples th.it ttaditional 
ethics p't-viibes. as .Mats argue-., vaniioi 

ri.-iil'stii.allv !,»ll,.>w'cd because ihev an 
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in conllict with the norms of the existing 
social institutions. These prescriptive 
norms do not serve the purpose for which 
they are created; they become pointless 
and, therefore, they may as well be con¬ 
sidered as mere idle principle. Instead of 
going into the detail I will briefly men¬ 
tion the few implications of this view. 

First. For Marx morality far from being 
an idle principle must be closely related 
to political and economic institutions of 
a given society. The main objective of a 
moral theory, according to Marx, will be 
to make an analysis and criticism of these 
various institutions, that is, the practices, 
norms and behaviour implied therein. 

Second: The above position makes it 
evident that morality is relative to social 
system or morality is socially conditioned. 
Marx seeks to show that given a certain 
social structure certain moral ideas will be 
held. In his critique of utilitarianism Marx 
argues that there is a necessary connec¬ 
tion between utilitarianism and the divi¬ 
sion of labour and institution of private 
property. 

Third: On the basis of his assenion that 
morality is socially conditioned Marx 
claims that the time-honoured distinction 
between is and ought or the non- 
dcrivabiliiy of ought from is cannot be ra¬ 
tionally maintained. Moral imperatives 
should not be treated as independent of 
human interests and motivation. Marx 
finds no meaning in an approach like 
Kant's which identifies morality with a set 
of a priori moral laws independent of 
human interest. The fate of these Kantian 
imperatives is that they are reduced to 
abstract moralising and moral preaching 
without having any emancipatory force. 

This discussion on three implications 
shows that Marx is rejecting certain con¬ 
ception of morality which by no means 
entails a total rejection of morality. One 
should recognise the two aspects, viz, that 
at one level Marx offers a radical critique 
of traditional ethics and at another level 
he also indicates the possibility of a new 
conception of morality based on a new- 
social order. People by and large fail to 
notice this latter aspect and take his criti¬ 
que of traditional ethics as if it is his rinal 
stand on ethics; the same holds true of his 
moral relativism as expre.ssed in German 
Ideology. But these are not his Iasi word 
on moiali'y. With relativism he also shows 
the path that goes beyond relativism. 
Steven Lukes (1985) describes these two 
senses of morality as the morality of Recht 
and the moralilv nl cmuiicipaiion It is ihe 
morality of Recht that Marx condemns 
because it expresses the class ideology 
(Marx. ‘On the Jewish Questions’), 
whereas Ihe morality of emancipation 
which implies emancipation from Recht 
IS Ihe one thai according to Marx truly ex¬ 


presses the essence of morality. Hence it 
is argued that Marx rather than rejecting 
morality is giving us a new conception of 
morality that provides a foundation for 
a new system of ethics which may be right¬ 
ly described as Marxian ethics. 

Marxian Ethics: Towards a Morai its 
OF Emancipation 

The reason behind our claim that 
Marx’s moral relativism goes beyond 
relativism is that despite his class concept 
of morality Marx does speak of a general 
moral development of man and the general 
moral principles. However, these concepts 
are not metaphysical abstractions and, 
therefore, they must be understood, as 
Marx claims, with an Important qualiftca- 
■ -m. Here I would like to cite from texts 
some of the reflections of Marx on this 
issue. In Capital Marx says that dhpitalism 
creates a new economic foundation for a 
higher form of the family and the relation 
betwecikihe sexes {Capital: 460|. 
Further, he says that the development pf 
productive powers in a society 
creates those material conditions, which 
alone can form the real ba.sis of a higher 
form of society, a society in which the full 
and free development of every individual 
forms the ruling principle [Capital; SSS). 
The concept of moral development finds 
its clearest expression in The Communist 
Manifesto where Marx employs this con¬ 
cept as a moral alternative to capitalism, 
in place of the old bourgeois society, with 
its classes and class antagonisms, we shall 
have an association, in which the free 
development of each is the condition for 
the development of ail [Manifesto of the 
Communist Party: 506]. 

Notice that there are two things that Marx 
clearly explicates. First, moral principles 
no doubt depend on material conditions 
because without which moral principles 
will not have any foothold. This is the first 
requirement. However, in the final assess¬ 
ment a society will be regarded as superior 
only when it will be able to invoke a 
general moral principle, i e, to create a 
condition where free development of every 
individual is possible Second, for Marx, 
the basic moral principle is: “The free 
development of each is the free develop¬ 
ment of all’’ Given this his claim is that 
it is only in a classless society that such 
a moral principle can be realised. The 
principle is a distinguishing moral feature 
of a classless society. Among these two the 
second implication is actually the elabora¬ 
tion of what is meant in the first. 

However, Marx’s point is not so obvious 
as it appears to be. The major problem 
is that on what ground moral principles 
of a classless society be regarded as 
supcrioi moral principles. Marx’s answer 
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will be that these principles do not repre¬ 
sent the intere^ of any class. But this does 
not explain the problem that is raised. 
What is required is to provide a basis that 
will show on what ground a classless 
society together with its moral principles 
be regarded as morally superior to the 
class divided society. Following Arono- 
vitch (1980), McMurty (1978) and Gould 
(1978) it may be argued that Marx does 
provide a basis for his claim. It is his con¬ 
ception of human nature that works as a 
basis for his new concept of morality— 
the morality that calls for the full .ind free 
development of all individuals. 

The recent works on Marx’s philoso¬ 
phical anthropology shows that Marx has 
a distinct conception of human nature. 
Human nature, for Marx, should be 
defined and understood as con.isti»g of 
certain fundamental capacities tha* woik 
as a precondition for other capac'tic;. ur.d 
activities of man. These capacities, 
therefore, define what Marx calls the 
species-being or essence of Man. 

But, like morality, to talk of hi.iiTtan 
nature in Marx is equally pruhk-tnatic. if 
not impossible. His stand again.st Hegel 
and Feuerbach is an evidence to it. The 
main ground on which he critici.scs the 
Hegelian conception of man is that it is 
an abstraction from socio-historical con¬ 
ditions. Similarly li>uerbach never con¬ 
ceives men in their concrete historical ex¬ 
istence “which make men what tb-rv ate" 
and he, therefore, never arrives, as Marx 
says, “at the actually existing, active men. 
but stops at the abstraction •luat!' ” Hence 
it is the concrete existence that toakv: tnen 
what they are, viz, their essence, lic^ence 
is something which is hi.storicaliy deiincd 
and, therefore, there cannot be anything 
called trans-historical nature of man in 
Marx. 

But it will be an erroi if someone thniks 
that for Marx human nature is co.npkteiy 
malleable; it does not a.ssume any c' niteiti 
because it is the mere product of social 
circumstances. To maintain this is to do 
injustice, to Marx. Marx's view on human 
nature is the conjunction of two paits. 
The first part is one which I have men¬ 
tioned earlier, namely, human naim? - 
its needs and dispositions are shaped by 
socio-historical conditions. But signi¬ 
ficantly Marx at the same time maintains 
that these conditions which shape human 
nature are themselves the products of 
human activity. This constitutes (he se¬ 
cond part of his view on human nature. 
As Theses on Feuerbach reads, “the 
materialist doctrine that men are products 
of circumstances... forgets that it is men 
who change circumstances". There ^s a 
dialectkal relationship between man and 
society. Through his productive activity 
man creates social conditions and social 
conditions in turn shape human nature. 


As he says, “by acting on external world 
and changing it (man) at the same time 
changes his own nature” [Capital: 1731 
and further “the entire so-called history 
of the world is nothing but the creation 
of man through human labour..” [EPM: 
305}. These observations show that Marx’s 
view on human nature does neither in¬ 
volve any .sceptical conclusion nor any 
thorough-going determinism. In positive 
terms it maintains that the very essence 
of man is that man qua man has the 
capacity to .shape himself and his environ¬ 
ment in a “free and consciously directed 
ways” [Aronoviich 1989; 364). But by 
itself this thesis docs not stand. There is 
a precondition that Marx adds to it. The 
precondition is that (his fundamental 
capacity of man can only be exercised in 
co-operation with others. That is to say. 
for this thesis to be possible there must 
be a .society witere man is free to act and, 
therefore; he is not coercised by others. In 
fact co-ojrcration of others, as' Marx 
argues, is an essential condition for my 
freedom—freedom to shape myself and 
my environment. This involves, as Arono- 
vitch argues, a new system of ethics, i e, 
the ethics of self- realisation tha« prescribes 
realisation of human nature as the cri¬ 
terion of good. This may be regarded as 
the pos.sible line of defence which can be 
offered for the justification of Marx's 
ethics in po^inve terms. 

T<»WA»I>S ETHlfS Of- 
Sl-.l J -R(:Al.lSAnON 

I have said earlier that Marx offers a 
istAv conception of morality which is right¬ 
ly described as morality of emancipation. 
The foundation of (his new conception of 
morality rcst.s on the notion of self-rcali- 
;>ation. The notion of self-realisation does 
not have a clear conception of meaning 
and it, Ihereibre, assumes multiplicity of 
meanings which eventually give rise to a 
number of philosophical interpretations. 
One such commonly prevailed inierpreia- 
lion is that realisation of human nature 
is a principal function or purpose of 
human being. But Aronoviich points out 
that one dfics not necessarily have to con¬ 
ceive human ita.ure in terms of functions. 
One can as ucM conceive human nature 
in terms of cc; tain basic capacities or what 
Chomsky calls competence. These capa¬ 
cities or competence are more fundamen¬ 
tal than (iinctiotis because functions are 
those wh ch ate defined over the capa¬ 
cities. The notion of self-realisation, as 
defined, implies the realisation of those 
capacities ralhci than fulfilling certain 
functions. T he evidence from text shows 
(hat Marx’s view on human nature does 
not involve function-oriented but compe¬ 
tence-oriented view of man. 

In Atonov-itch's reading among the 
various human capacities the capacity to 


change myself and my environment, ac¬ 
cording to Marx, is the most fundamen¬ 
tal of all the other capacities. If I fail to 
realise this fundamental capacity (hen I 
will iioi be in a position to realise niy other 
capacities. I will now go into (he discus¬ 
sion of (lie content of this capacity. 

Sni Kl At ISAIION. POSiriVfc i Kl FtHIM 

ANIV MoKAI 11 V OI F.MAN( tl’AI ION 

It is said that sclf-reali.sation in (he 
Marxian term implies man's ability to 
.shape himself ansi hi.s eiivuonment accor¬ 
ding to his will. I his pie;tup|K>ses what is 
known in the literature as positive freedom 
which is also sometimes characterised as 
self-dcierminatioii. Positive ftecdom 
makes man what he is. ft is ihruiigh the 
exercise of this freedtmi he sct.s his goals 
and purposes of life. If goals and purfxvses 
are not decided by me then .st,icily speak¬ 
ing they cannot be claimed to tie mine' In 
the absence of ptrsiiivc ficcdom to talk of 
human nature does not ir..ikr much of 
sense. Sclf-iealisaiion in ihc sense of a 
positive freedom ha.s a tnndaniental role 
in human Ii<c because the exercise ol this 
freedom, as it will he argued, is a moral 
necessity. 

With th!-, I nov.- go ro tht other cc-nijio- 
ncni of .seif-realss.ifion whici: i it.ive 
described as the precondition ter .>tlf- 
realisation. The basic crqracity pivs.ifipiss- 
ed in self-realisation, as Mar\ areiic-., c.m- 
not be exercised unless there is co-opera¬ 
tion from others. Thts capacity in soiteof 
its individualistic focus is really rruiei-ted 
towards transmdiv'd'.'al dimen.sio!' It lias 
necessary reterence lo others. It is ot-.ly in 
acting with others that I will lv.j able to 
exercise this capacity--thi" •.•opacity to 
.shape myself and i7>v cnvHi-n.nci-,; freely. 
But thi.s is paradoxical Wl-.y sri iui.l I not 
control iny environment by d'Sfr.i.iaring 
others? Why should not sell tc.di', iti'r (ie 
taken as domination o* ivhcrs? '. annot 
it be a way to attain individual freedom? 
Thi.s position has an nnixirtant political 
implication which diftcrentiatcs Matx 
from the rest of liberal thinkers, both 
modern and classical in fact his morality 
of emancipation can be shown to be 
grounded in fiis critique of the libertarian 
concept of tree Join that presupposes a 
particular economic and .social order. 

To siiv that ! can control my environ¬ 
ment thmugh she domination of others 
irnt.'ses dia; I iiave the requisite power to 
do ii\ Mii.'- pviwer may be undcrstornl to 
havi different form.s like physical, social, 
etc However, where power is not identi¬ 
fied with the physical it is the social posi¬ 
tion (hat realty matters. Power arising due 
to th? differences in social and economic 
positions can enable a person to dominate 
others. In fact in today’s context this par¬ 
ticular notion of power is more important 
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than the physical because the latter to a 
great extent is controlled by the former. 

In the liberal tradition of thought these 
socio'cconomic inequalities arc accepted 
on the ground that without them indi¬ 
vidual freedom will not be possible. 
Ironically this constitutes the moral 
iustification for society to be inequal. Fur¬ 
ther, with this justification follows the ac¬ 
ceptance of capitalism, the institution of 
private property, free market, etc The ac¬ 
ceptance of all these is a theoretical con¬ 
sequence of the liberal view on personal 
freedom. 

We are now confronted with two views 
on individual freedom, in one view indi¬ 
vidual freedom is said to be obtained and 
maximised by a system which accepts and 
justines socio-economic inequalities in its 
very foundation. Whereas in the other 
view the notion of individual freedom has 
been identified as positive frcHom and 
for this freedom to be possible, as Marx 
asserts, it must take the freedom of others 
into consideration. Now between these 
two views the crucial question is to decide 
which one is more plausible and defensi¬ 
ble as a view on human freedom. After 
all the very basis of Marx's morality of 
emancipation lies on freedom. 

Tilt; CON.CTITOENTS OF POMTIVt 

Freedom 

There are two chief constituents of 
freedom; firstly, freedom is self-deter¬ 
mination. If there is a determination by 
something external, then it is a matter of 
limitation. But self-determination, on the 
other hand, implies my freedom to deter¬ 
mine my own nature. Here freedom does 
not mean to be an absence of coercion 
only. It is in fact understood in a much 
more positive and definite teim. Freedom, 
it is .said, involves real choice and the ex¬ 
ercise of which enables one to bring 
change in the environment. Environment 
is not .something fixed and unchanging to 
which I must conform by neccs.sity and 
in which there is only a limited area of 
choice left to me. On the contrary, iny 
fieedum is judged in the light of how 
much of influence and control I can ex¬ 
ert on the environment. It is not the 
absence ol obstacles but overcoming of 
obstacles IS really the essence of positive 
freedom. Mar.* thinks that this act “in 
itself is a liberating activity'' and he 
characteri.ssM it as 'self-realisation' or 'real 
freedom' [Maiv Giundrisse: 611). FVvsilive 
(rcedom .0 s -ll-<kii:rmiiiaiion thus results 
into what Alan Ryan (I98.f’ 222) calls 
'sovereignty over IhliIg^'. 

The seiond important con.>iituent of 
positive freedom t.' that along with self- 
determination it also insists iha: freedom 
should be understood as scK-dir -ction If 
freedom iinj-lies the exercise of certain 


basic capacities then the same logic com- 
pel.s us to say that the absence of freedom 
implies situations where the capacities are 
not fulfilled. The obstacles to this un¬ 
freedom can be both external and internal. 
The reason in the capacities relating to 
freedom must involve some self-aware¬ 
ness: otherwise, the exercise of these 
capacities will not lead to freedom in the 
sense of self-direction. I must be aware of 
the direction in which my will takes place. 
For this i must be aware not only of the 
external constraints 'u„. ihe internal 
conditions as well—conditions that in¬ 
fluence me and give a direction to my will. 
If I am not aware of these conditions I 
cease to be free 

Regarding these two constituents of 
freedom—freedom as self-determination 
and freedom as self-direction—it may be 
asked: are they really essential for freedom 
und.Tslood in its sense? Can we construe 
a conception of freedom which is real 
without these two constituents? The 
negative conception of freedom as upheld 
in the liberal tradition of thought does 
define a concept of freedom without these 
constituants. In the negative conception 
[cf Isaiah Berlin 1969] freedom implies 
absence of coercion; meaning thereby that 
I am free insofar as no one is forcing me 
to do what I do not want to da Notice, 
the word 'coercion* has a specific mean¬ 
ing; in the context of this definition it im¬ 
plies absence of barrier created either by 
brute force or by law. Further, the negative 
concept of freedom, as it was pointed out 
earlier, presupposes socio-economic in¬ 
equality. It is argued that individual 
frnrdom is not only compatible but it can 
be maximised only in a system where 
socio-economic inequality is regarded as 
its defining feature, such as capiuiism. 
Socio-economic inequalities arc, therefore, 
po.sed as the necessary precondition for 
individual freedom. This explains why in 
the liberal tradition economic or social 
coastraints are never thought of as limiu- 
tions to individual freedom. However, this 
notion oT individual freedom does not 
suggest any real freedom. Freedom 
becomes a formal notion without having 
any content. That is why in the actual 
social situations we very often find 
ourselves that we are free but free without 
choice. T. e actual inequalities in societies 
do pose a threat to individual freedom. 
An unemployed youth is ideally free to 
lake any job but in actuality the market 
does not provide him any job. A worker 
is free to join his union activities but his 
master, by sheer economic domination, 
prevents him from doing so. These situa¬ 
tions indicate the paradoxical character of 
the negative concept of freedom. The 
paradox >s that in capitalism even when 
men are ; ■ -qual, their freedom and 


equality will be severely undermined due 
to the domination of economic forces. 
G A Cohen (1979: II) pointed out that 
capitalism which is claimed to be intrin¬ 
sically associated with freedom is at the 
same time necessarily “accompanied by 
unfreedom”. In a similar vein Maepherson 
questions the basic premise of liberal 
democracy which suggests that “the ulti¬ 
mate human values can be achieved by. 
and only by. free party system and the 
capitalist market system” (Maepherson 
1973: 184], The major failure with this 
thinking is that it does not see the adverse 
effects of capitalist property institutions, 
nor how they become the “source of un¬ 
freedom” [Maepherson: 99-1001. As a 
result of its ambivalence in the basic posi¬ 
tion, as Maepherson shows, “a sharp con¬ 
tradiction between ideology and practice 
emerges in liberal thought”. “A market 
society generates class differentiation in 
effective rights and rationality, yet requires 
for its justification a postulate of equal 
natural rights and ratioiiality” [Maepherson 
1%2: 269J. Note, that is how Marx's idea 
of morality as class ideology emerges. 

The concept of freedom, as discussed 
abovj, cannot be meant to be negative 
freedom only. It does incorporate the view 
of freedom as self-realisation. It is a view 
which assumes self-determination and 
self-direction as its two chief constituents. 
Freedom is thus said to be my ability to 
exercise the capacity—the capacity to 
change myself and my environment. Fur¬ 
ther, following Marx, it has been shown 
why the exercise of this capacity essential¬ 
ly requires the co-operation of others. This 
view, therefore, assumes a new social order 
which allows such co-operation among 
men to be possible. A social system which 
denies such freedom is morally unjustified. 

To sum up, the point that I am trying 
to establish is that Marx's system of 
morality presupposes a concept of man. 
Without this omcept there cannot be any 
ethical system of Marx. His ethical think¬ 
ing developed around this concept. This 
concept of man is not an abstraction. It 
Ls, on the other hand, a historically defin¬ 
ed concept which seeks its support from 
his theory of social change 

Unity in Marx 

The main objecti’/e of this paper is to 
redefine the Marxian core It starts with 
the assumption that there is a fundamen¬ 
tal dichotomy in Marx's conceptual 
system which gives rise to two theoretical¬ 
ly incompatible approaches to Marxism. 
This paper shows that both are wrong 
because the dichotomy which works on 
the basis for these respective approaches 
does not exist for Marx. Hence an attempt 
has been made to resolve this so-calM 
artificially created dichotomy and to 
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establish a unity in the fragmentary core' 
of Marx. This may be called the unitary 
approach to Marx and on the basis of it 
1 hiwe reconstructed Marx's conception of 
scienre ard morality. His newly reconst- 
‘•-‘ai ph.losophy of science makes the 
t wsi a tf tluough which one is able to reach 
at the normative dimension of Marx. This 
normative dimeiision is not excess baggage 
but a legitimate extension of his 
philosophy of science. Like his philosophy 
of science Marx conceives of a philosofdiy 
of man with a new theory of morality. 
These two concerns, as it has been argued, 
are mutually reinforcing so that his 
philosophy of science has never become 
one of the variants of positivism and his 
philosophy of man, on the other hand, 
has never fallen into metaphysical abstrac¬ 
tion. This is how unity is achieved in the 
fragmentary core of Marx. 

Notes 

fThis paper will be incomplete unless I 
acknowledge the help that I received in abun¬ 
dance from others. There are many; but I men¬ 
tion a few. My first indebtedness goes to M 
Mullick. She fiist made me aware of the central 
problematics of my paper. To Richard Brandt 
who carefully went through the first draft of 
my paper and suggested some major changes. 
To Bob Cohen for constant encouragement. 1b 
Krishnaji for imporunt heuristic suggestions 
concerning the paper.) 

' The positivistic interpretation of Marx is 
traditionally found in the works of Engels 
and Althusser in modern times Engels' main 
attempt is to show how all aspects of Marx’s 
theory including the merits of socialism can 
be explained on a scientific ground. Engels 
(1968) distinguishes two types of socialism- 
utopian and scientific. He compares Marx 
with the Ricardian socialists and argues that 
Marx advocates scientific socialism whereas 
the latter advocates utopian socialism. The 
reason for Marx's socialism being scientific 
is that Marx predicts the inevitability of 
socialism without making any reference to 
values, aims and ideals. For him, it is the in¬ 
ternal contradiction within capitalism, that 
explains changes in society and how they 
ultimately lead to socialism. Engels further 
holds that in order to motivate the workers 
towards socialism we have to take a scienti¬ 
fic and not moral recourse We need to im¬ 
part to them the knowledge of the facts of 
capitalist development. It is this knowledge 
which wilt make the workers realise the ex- 
ploiuiiivc nature of the system against which 
they will finally levoli (Engels 1968:70]. On 
the other hand, to make them committed to 
certain values, such as, justice and freedom, 
will be a utopian approach—an approach of 
the Ricardians. This is how Engels reads 
Marxism scientifically! 

Althusser in recent times is most popularly 
known for his scientific iri"preiatton of 
Marxism. He interprets Marx's theory along 
the lines of positivism. His fust step is to 
make a clear-cut distinction between science 
and ideology. Science overcomes ideolt^y in 


the same way as iniih overcomes errors. The 
opposition between the two Is like the op 
position between truth and error, positive and 
negative and rational and irrational. 

In Althusser's reading, Marx's theory is 
very much based on this distinction between 
seknoe and idcoto^ which can really be trac¬ 
ed back from the distinction that Marx made 
betwee n essence and appearance: One of the 
central motives of Marx’s theory is to show 
how the working class is deceived by the ap- 
peaianoe of social relations. The conflict here 
IS be t ween the appearance and the true 
essence of social relations. The appearance 
of social relations is constituted by different 
phenomenal forms such as, the wage form 
and the commodity form of the capitalist 
society. These lorms hide the real nature of 
social relations; the former, for example, 
Mdcs the worker’s creation of surplus value 
for the capitalists, whereas the latter hides 
the fact that relationships in capitalist society 
are relationships between people rather than 
things. Finally, these forms are invoked to ex¬ 
plain this deception, ideology, thus, conies 
as a matter of course and it becomes pan 
and parcel of these appearances. Science, on 
the other hand, abolishes ideology by un¬ 
masking the true essence of social relations. 
Althusser (1975: 84-85) argues that science 
works as a liberating force for the working 
class. 

The reduction of the phenomenon to the 
essence is, according to Althusser, the mam 
feature of Marxist science. However, the no¬ 
tion of essence, as Althusser points out. 
should not be understood as metaphysical. 
It is not abstracted from real objects. By real 
objects Marx docs not mean that they are 
mere external things. (>n the other hand, the 
object for him is a result produced by 
knowledge itself (Althus.scr I97.S: 41-42). 
Now this idea of object conceived as a result 
implies that there must be a process which 
the object undeigocs in order to be a real ob¬ 
ject. This is actually the transformation of 
knowledge—knowledge transformed from 
the state of ideology to science. Ai the in¬ 
itial level knowledge working on its object 
is not the real object. It works on the 
ideological material which is opposite to 
science- The knowledge produced at this level 
is distorted knowledge Then comes the se¬ 
cond phase— the phase of theoretical prac¬ 
tice which is applied to ideological material 
in order to arrrivc at scientific concepts. This 
leads to the final pha.se where ideology is 
transformed into the concreteness of science. 
As Althusser tl977:l83-93) says, the material 
that exists in the first phase undergoes a 
qualitative transformation in the final phase 
This is. in brief, Althusser's scientific inter¬ 
pretation of Marx's theory. 

Althusser, of course, later changes some 
of his pcsitions particularly in his theory con 
cerning the relationship between science and 
ideology. He admits that his approach to this 
problem has been one-sided and, therefoie, 
he neglects the notion of practice However, 
his self-criiicism does not bring any basic 
changes in the relationship between science 
and ideology He still equates ideology with 
prescientific thinking and continues to believe 
that science is the anti-thesis of ideology. 


2 There is a view which I have called the 
moralistic approach to Marxism, according 
to which Marxism should be seen as a moral 
theory rather than as a work of science. It 
gives Its primacy over the evaluative ccmieni 
in Marx’s work. This view is mainly shared 
by the philosophers like Kamenka, Charles 
Thylor, Could and others. The problem with 
this view is that like the positivisdc interpreta¬ 
tion of Marx it also commits the same 
error~ihe same eilher/or fallacy. The 
positivistic mterpieution speaks of fact by 
ignoring value whereas motalistk interpreta¬ 
tion speaks of value by ignoring fact. This 
is simply methodologically prepotterous. 
There cannot be any evaluative account of 
Marx’s theory without the support of the 
descriptive content of his theory. Second, 
there is a view which talks about Marxian 
approach to morality without getting involv¬ 
ed into the question whether it is a science 
or not. This view, thus, implicitly assumes 
that Marxism as a moral theory and Marx¬ 
ism as a science are two rival ciaims about 
Marxism. But to accept such a sute of af¬ 
fairs IS again methodologically anomalous. 
There is an influential view advocated by 
Elian Wood<1972 and 1981), which seeks to 
interpret the evaluative content of Marxism 
on a new ground. Her primary interest is to 
rescue Marxism from the moralistic iniet- 
pretation. But at the same time she keeps 
henelf away from tlw positivists. .She explains 
the evaluative implication of Marx's theory 
on non-moral grounds. For this she invokes 
thedistinaion between moral and non-moral 
goods. The moral goods include justice, right 
and virtues whereas non-moial goods indude 
(ileasurc, happiness, sdf-actunlisaikm and so 
on. . Her claim is Marx's critique of 
capitalism, for example, is in no way related 
to moral goods. It is, on the other hand, bas¬ 
ed on non-moral goods. Its purpose is to 
show that capitalism ‘frustrates many impor¬ 
tant non-moral goods: self-actualisation, 
security, physical health, comfort, etc*. (Mood 
1981: 127). Hence the ultimate Marxian 
jusiitlcaiion (or communism is that it can 
deliver these nun-moral goods, whereas 
capitalism cannot do so. 

All these three views share a common er¬ 
ror. Their error is that tlicy have failed to sec 
what constitutes Marx's conception of 
science and (he fan-value complementarity 
thesis that works as (he underlying 
methodology for hi.s science a.s well as 
morality Furthei. all ihese views are based 
On the assumption which identiTies science 
with positivism. Htcs' never see that there can 
be a science whiih is non-posilivislic. Ellen 
Wood rightly perceives the problem that 
Marx's tiicoiy cannot have descriptive con¬ 
tent onty But her effort to explain the 
naliiaiive content of the theory with 
reference to the notion of non-moral goods 
does not verve the purpose. The distinction 
between moral and non-moral goods is ques- 
(Kinabic because the two cannot be so easi¬ 
ly separated. There are elements common to 
both the sides. As Aineson (1981) pointed 
out. questions of fairness of distribution, for 
example, are equally applicable to both sides 
u( lire distinction and that is the reason why 
one of the major themes ol Marx's critique 
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is directed to the question of mal¬ 
distribution. A strict separation between 
moral and non-moral good cannot be, 
therefore, achieved. F'lnatly, Wrrod’s idea of 
self-actualisation leads her to a moralistic in¬ 
terpretation like that of Charles Taylor. She 
rind.s communism is better on the ground 
that it provides grcaier opportunities for in¬ 
dividual's fulfilmeiii, liappiness and comfort. 
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PERSPECTIVES 


The Fascism of the Sangh Parivar 

Sunil Sarkar 


Central to Hindutva as a mass phenomenon (or to Fascism) is the 
development of a powerful and extendable enemy image through 
appropriating stray elements from past prejudices, combining them 
with new ones skilfully dressed up as old verities, and 
broadcasting the resultant compound through the most up-to-date 
media techniques. 


FASCISM in contemporary Indian as 
distinct from the European historical con¬ 
text had appeared till the other day a mere 
epithet, worn out by overmuch, indis¬ 
criminate use, signifying little more than 
particular blatant acts of authoritarian 
repression or reactionary violence. With 
the 6th of December and its aftermath, 
elements frighteningly evocative of its 
totality of horror stalk our streets, obtain 
connivance and implicit sustenance from 
within the highest corridors of power, 
emerge from everyday conversations with 
relatives, colleagues, friends of yesterday. 
Not that exact parallels can be found, in 
most part India 1992-93 remains very dif¬ 
ferent from the Germany of 60 years back. 
Vet a closer look a* the pattern of af¬ 
finities and differeiuxs may help to 
highlight certain crucial featuies—most 
notably, the ways in which the implica¬ 
tions of the current all-out offensive of the 
Sangh Ruivar go far beyond even the ob¬ 
vious and terrifying fact that the subcon¬ 
tinent has just witnessed the most wide¬ 
spread round of communal violence since 
the Pvtition years. The drive for Hindu 
Rashtra has put in jeopardy the entire 
secular and democratic foundations of 
our republic An old warning of Nehru 
sounds particularly appropriate today. 
Muslim communalism is in its nature as 
bad as Hindu communalism. and may 
even be stronger among Muslims than its 
counterpart within the majority com¬ 
munity. ‘'But Muslim communalism can¬ 
not dominate Indian society and intro¬ 
duce fascism. That only Hindu comniu- 
nalism can” (quoted in Frontline, January 
1,1993). Probing the fascist analogy, then, 
may contribute towards a greater under¬ 
standing of the dangers that confront us 
today. Just occasionally, it may provide us 
also with what is most needed, and is in 
woefully short supply: resources of hope 
Fascism had come to power in Italy and 
Germany through a combination of street 
violence (carefully orchestrated from 
above but still undeniably with great mass 
support), deep innitration into the police 
bureaucracy and army, and the conni¬ 
vance of ^trist* political leaders. Crude 


violations of laws and constitutional 
nortns consequently had alternated in 
Fascist and Nazi behaviour with loud pro¬ 
testations of respect for legality. It is not 
always remembered, for instance that 
Hitler had become chancellor on January 
30, 1933 in an entirely constitutional man¬ 
ner, as leader of the largest party in the 
Reichstag, at the invitation of president 
Hindenburg. He repeatedly asserted his 
party’s respect for legality throughout the 
next month—but meanwhile Goering 
Naziried the Berlin police; organised street 
encounters in which more than 50 anti¬ 
fascists were murdered, and set the scene 
for the notorious Reichstag fire, after 
which first the communists, and then all 
opposition political parties and trade 
unions were quickly destroyed. 

lltete Is much, surely, that is ominously 
reminiscent here. A mosque is syste¬ 
matically reduced to rubble over five long 
hours, in total violation of a direct 
Supreme Court order and repeated assur¬ 
ances given by the leading opposition par¬ 
ty and its allies, and the central govern¬ 
ment does not lift its little finger. Coun¬ 
trywide riots follow, marked by blatant 
police partiality, with the guardians of the 
law not unoften turning rioters them¬ 
selves. And then come strange political 
and judicial manoeuvres that in effect 
have allowed the land-grabbing vandals to 
build a temporary 'temple' complete with 
durshan, where curfew exists for Muslims 
and not for Hindus, and which suddenly 
is not a ‘disputed structure' unlike the 
462-year-old monument it has displaced, 
but something worthy of protection. 
Meanwhile the BJP alternates between an 
occasional apology and much more fre¬ 
quent aggtes.sive justification, and VHP 
leaders add the Delhi Jumma Masjid to 
Varanasi and Mathura, and openly de¬ 
nounce the Indian Constitution as 
anti-Hindu. 


E.XI’ANUINt. TARr.l- l-AatiA 

It is this wider dimension, in which the 
obvious, cla.s.sically communal Muslim 


target-area steadily expands, and efforts 
intensify to terrorise wider and wider 
circles of potential dissent, that perhaps 
requires a little additional emphasis. The 
Hitler analogy is. once again, appropriate: 
Jew and communist had quickly expand¬ 
ed to covci social-democrats, literals. 
Catholics, everyone who dared to think 
with any independence—even, by June 
1934. a number ot Nazis, massacred in the 
'night of the long knives’. The BJP turn 
towards open terror had begun with two 
incidents in Madhya Pradesh unconnected 
with the Kam Janmabhoomt movement— 
the murder of Shankar Guha Neogy, 
labour leader of unusual initiative and 
originality, in autumn 1991, and the public 
humiliation recently of B I) Sharma, 
distinguished progressive retired civil ser¬ 
vant. (The Shiv Sena of Maharashtra had 
shown the way even eaitier, of course, 
smashing through street terror the once 
formidable Red I-lag unions of Bombay 
in the 1970s.) I he heating-up of jour¬ 
nalists on IX'cember 6 is thus not an aber¬ 
ration, but part of a broader, emerging 
pattern. The forces of Hindutva have 
assiduously cultivated the press, with grw 
success till recently, but fascists always like 
to combine (leisuasion with the occasional 
big stick. 

Certain littlc-rc|>orted developments in 
Delhi acquire relevance here, indicatin 
once again the typical combination of 
street violence with administrative collu¬ 
sion even in a citv where the December 
riots were relativelv localised and minor,' 
right next to a central government which 
is said to have banned Ihe RSS, Ihe VHP, 
and the Bajrang Dal. Peace activists trying 
to do things as innocuous as singing 
songs, distributing leaflets calling for har¬ 
mony: and staging street plays have been 
repeatedly attacked: the police come a 
little later, ignore the R.S.S-Bajrang Dal 
elements suppo.sediy under a ban, b it ar¬ 
rest and harass the anii<ommunal groups. 
Even a peace march led by men as dis¬ 
tinguished as P N Haksar and Habib 
Tanvir was obstructed by Ihe police, while 
a Delhi University student in an anti- 
communal group whose name begins with 
Ram was slapped by the policeman who 
had arrested him: a man with such a 
name, he was told, should not be doing 
such things. 

Die ll.ijrang Dal thugs often openly 
declare that anyone who criticises the 
dv-\liiiciii>r. ot the Babri Masjid will 
have to go to Pakistan, while in the sclec 
lively curfew-bound Muslim pockets of 
Seeiampui in cast Delhi, the police had 
rounded up all Muslim men in some areas, 
bcatt n them up unless they agreed to .say 
Jai Shti Ram, and even pulled out the 
beard of a Muslim gentleman. 
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Mvths as Common Sense 

What is making all this possible is 
evidently a wide, though very far from 
universal, degree of consent, where large 
numbers may keep away from communal 
riots, maybe, even sincerely condemn 
them, and yet be participants in a kind of 
communal consensus in which a whole 
scries of assumptions and myths have 
turned into common sense. Far from be¬ 
ing a spontaneous or ‘natural' product of 
popular will expressing a legitimate 
‘Hindu hurt’, however, as the organised 
forces ofHindutva sedulously propagate, 
this consent is something constructed and 
carefully nurtured, a product of more 
than tiO years of strenuous and patient ef¬ 
fort. The RSS, founded way back in 1925, 
and spawning from the 19S0s a whole 
series of affiliates manned at crucial levels 
by its cadres (among which the Jan 
Sangh/BJP and the VHP have been the 
most important), concentrated for many 
years on unostentatious, slow, ‘cultural’ 
work..Shakhas combined physical train¬ 
ing of young men with indoctrination 
through bauddhik sessions, a chain of 
schools was built up, ideas were dissemi¬ 
nated through personal contact and con¬ 
versation. and even a very popular Hindi 
comic series was brought out (the Amar 
Chkm Kalha extolling Hindu mythical or 
historical rigutes). It was for long, almost, 
a Gramsdan process of building up h^e- 
mony through molecular permeation. 
Then, in the early and middle 1980s, came 
the e^orts of Indira and Rajiv to play the 
‘Hindu card', communalising the state ap¬ 
paratus on an unprecedented scale 
through the anti-Sikh pogrom of 1984 and 
the subsequent cover-up of the guilty, and 
further eroding the rule of law through 
rampant corruption. All this directly 
prepared the ground for the Ram Janma- 
bhoomi blitzkrieg of the Sangh Parivar, 
now spearheaded by the VHP. it must not 
be forgotten that it was the Congress 
government that updated the Ramayana 
epic into a pseudo-nationalist TV serial, 
and allowed access in 1986 to the idols in¬ 
stalled inside the Babri Masjid by stealth 
and administrative collusion in December 
1949, under an earlier Congress regime. 
The 5»angh Invar’s war of position now 
gave place to a spectacular war of move¬ 
ment, pressing into service the latest in 
advertising and audio-visual techniques 
on a scale and with resources never before 
seen on the subcontinent. Hitler, by the 
way, had also been a bit of a pioneer in 
these matters, fully realising the impor¬ 
tance of spoken propaganda through the 
then relatively new techniques of the 
loudspeaker and the radio.’ 

Unlike rascism, then, which came to 
power in Italy and Germany within a 
decade or less of its emergence as a 
political movement, Mindutva has had a 
long gestation period. This, no doubt, has 
given it added strength and stability, time 
to get internalised into common sense. 


But there is an element of hope here, too. 
for despite the tremendous effort spread 
across decades, the conquest of hearts and 
minds remains far from complete; It needs 
to be recalled that around four out of five 
Indians voted against the BJP even in 1991 
(its all-India percentage was 21.9)—and if 
that had been a vote about Ram, the UP 
victory was at best some kind of a man¬ 
date for a Ram temple, not for the des¬ 
truction of the masjid. The real base of 
the Sangh Parivar remains the predomi¬ 
nantly upper-caste trader-professional 
petite boiirgeoise of the cities and small 
towns in the Hindi heartland, with 
developing connections perhaps with 
upwardly-mobile landholding groups in 
the countryside. Extensions beyond this 
remain unstable, as the panic evoked by 
Mandal and the Bihar example seem to 
indicate—and the whole bloated structure 
of today's Hindutva requires for susten¬ 
ance constant excitement, a high pitch of 
hysteria, the stimulus of communal 
violence. Hence perhaps the gamble of 
sacrificing the BJP ministries, which 
could have got discredited and shown up 
as little different, if not worse, from Con¬ 
gress regimes by any long period of nor¬ 
mal governance. 

An early perceptive analysis of Fascism 
had defin^ it as “not only an instrument 
at the service of big business, but ai the 
same time a mystical upheaval of the... 
petite bourgeoisie”.’ That a ‘mystical 
upheaval’ has happened around the 
slogan of Ram is undeniable, and its lavish 
orchestration indicates an evident abun¬ 
dance of funds. But the specific linkages 
of Fascism with capitalist interests have 
remained a controversial issue even for 
Europe, and most historians have found 
it necessary to make distinctions between 
various kinds of capital, as well as acros.s 
countries. Relatively underdeveloped Italy, 
for instancy differed quite fundamentally 
from highly industrialised Germany. Con¬ 
troversies exist also as to whether capitalist 
interests were linked to Fascism by positive 
intention, as the term ‘instrument’ sug¬ 
gests, or mote through accommodation to 
circumstances.^ The Indian situation is 
sigiuficantly different above all because of 
the absence of any major threat to pro¬ 
pertied interests from organised labour nr 
apparently impending socialist revolution. 
The scale and nature of the economic 
crisis is also not quite comparable In post- 
Depression Germany. Nazism arguably 
could have appeared to many business 
groups “as *he last available means of 
preserving the capitalist system",’ while 
Fascism in Italy had had a developmental, 
if anti-popular, ‘pas.sive revolution’ aspect 
that Gramsci realistically recognised even 
from within a Fascist prison. Neither 
feature is particularly noticeable so far in 
India, where Narasimha Rao has been 
carrying through wide-ranging changes in 
economic policy with a degree of deter¬ 
mination and skill conspicuously absent 
in his handling of Ayodhya. The Jan 


Sangh and the BJP have been advocating 
such a repudiation of the Nehruvian 
legacy of self-reliance and planning for 
many years, but the forces of Hindutva, 
ill whose propaganda and activity matters 
economic so far have occupied only a 
minor place, can claim little ‘credit’ for ac¬ 
tually bringing about the shift. The Indian 
business groups that support Manmohan 
Singh’s New Economic Policy (not neces¬ 
sarily the entire class) might still prefer a 
tougher anti-labour line under a Hindu 
Right regime no longer dependent even 
marginally on Left votes in parliament. 
Conversely, however, if the fascistic thrust 
of Hindutva, even now, encounters deter¬ 
mined resistance, the traditional centrist 
option might appear more reliable and at¬ 
tractive for bourgeois groups, precisely 
because there is much less ‘need’ for 
Fa.sci$m in the interests of capitalist sur¬ 
vival and profit than in inter-l^r Italy and 
Germany. 

SuiciuAi. Wobbling 

It is in this context that the wobbling— . 
and worse—of the Congress, and parti¬ 
cularly of the prime minister, before and 
after December 6 appears so disastrous, 
indeed suicidal, even from the point of 
view of narrow party interests. T^ere did 
exist a possibility of retrieval just after the 
sixth. The much-quoted Vajpayee inter¬ 
view was an indication that the BJP for 
a few days had been forced into the defen¬ 
sive But Naraamha Raa to quote a rather 
apt comment by a journalist, then pro¬ 
ceeded “to snatch defeat from the jaws of 
victory”. Sporadic; largely unimpleinented. 
obviously half-hearted measures of repres¬ 
sion, not backed up by any political cam¬ 
paign by the Congress, have by now been 
succeeded by what appears to be yet 
another attempt to compete with the BJP 
for the ‘Hindu card’. Principles apart, 
elementary realpolitik suggests that the 
more determine and consistent always 
win in that kind of game. The shift in the 
attitude of the major Delhi-based dailies 
from virtually total condemnation of the 
EIP just after December 6 to much more 
ambiguous alignments in recent days 
might in this context be a straw in the 
wind of a most dangerous kind. 

That leaders who subjectively no doubt 
demarcate themselves from the EIP, their 
principal political rival, can still stoop to 
such levels of opportunism indicates the 
degree of spread of what I have tried to 
argue lies at the heart of our present 
tragedy: a communalised common sense; 
produced through sustained effort. 
Analysis-cum critique of the varied com¬ 
ponents of this common sense is clearly 
vital for any effective resistance to what, 
with many qualifications, may still be call¬ 
ed the Indian variety of fascism. 

I^-Lst ideology in Eun^ had oombined 
already quite widespread, crudely na¬ 
tionalist, racist, and in Germany anti- 
Semitic, oreiudices with fragments from 
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much more sophisticated philosophies. 
That it had ow^ something to a general 
tum-of>the-century move away from what 
were felt to be the sterile rigidities of 
Enlightenment rationalism is not a fact 
wii. . some relevance today, for not 
imilar ideas have become current in¬ 
tellectual coin in the west, and by exten¬ 
sion they have started to influence Indian 
academic life The ideologists of the 
Sangh nurivar (a Girilal Jain or a Swapan 
Dasgupta apart) may themselves be still 
largely unaware of the varied possilnlities 
of post-tpodemism: that certain current 
academic fashions can reduce the resis¬ 
tance of intellectuals to the ideas of 
Hindutva has already become evident. 
The Critique of colonial discoursed in¬ 
spired by ^d’s Orientalism, for instance, 
has stimulated forms of indigenism not 
too easy to distinguish from the standard 
Sangh Farivar argument, going back to 
Savarkar, that Hindutva is superior to 
Islam tmd Christianity (and, by extension, 
to creations of the modern west like 
science, democracy or marxism) because 
of its ail^edly unique indigenous roots. 
An uncritical cult of the 'popular* or 
'subaltern*, particularly when combined 
with the rejection of Enlightenment ra¬ 
tionalism as irremediably minted in all its 
forms by colonial power-knowledge; can 
lead even radical historians down strange 
paths.^ It is not unimportant, therefore, 
to recall that Giovanni Gentile had defin¬ 
ed Fascism as a “revolt against positi¬ 
vism**, or that Mussolini in 1933 had con¬ 
demned the “movement of the 18th cen¬ 
tury visionaries and Encyclopaedists’* 
along with “tcleologicar* conceptions of 
progress. Ominously relevant, too, is 
another peroration of the Italian dictator, 
in July 1934, where he called for an end 
to “intellectualising and of those sterile 
intellectuals who are a threat to the na¬ 
tion'*. Hitler at the Nuremberg Nazi Con¬ 
gress next year similarly exalted the 
“heart", the “faith”, the “inner voice’* of 
the German volk over “hair-splitting 
intelligence”.^ 

‘ENEMr’ Image 

This, however, has been a bit of an 
aside: far more central to Hindutva as a 
mass phenomenon (or for that matter to 
Fascism) is the development of a powerful 
and extendable enemy image through 
appropriating stray elements from past 
prejudioes, combining them with new ones 
skilfully dressed up as old verities, and 
broadcasting the resultant compound 
through the most up-to-date media techni¬ 
ques. The Muslim here becomes the near- 
exact equivalent of the Jew—or the Black 
(more generally, immigrants felt to be in¬ 
ferior for one or another reason) in con¬ 
temporary White racism. The Muslim in 
India, like the Jew in Nazi propaganda, 
is unduly privil^ed—a charge even more 
absurd hm than it was in Germany, where 
the Jews had been fairly prominent in in¬ 
tellectual, iMOfcssioifal and business 


circles. In post-Independence India, 
Muslims in contrast are grossly under¬ 
represented at elite levels, however defin¬ 
ed. The alleged privileges, in the second 
place, are the product of 'appeasement’ 
of Muslims by ‘pseudo-secularist, and so 
very quickly the communal target starts 
broadening itself, and Mulayam Singh 
\hdav, to take one example among many, 
becomes a ‘mulla’. The stock examples of 
'appeasement* in recent days have been the 
d^niciion of temples in Kashmir, allegedly 
never condemned by the ‘pseudo-secula¬ 
rists’, and Muslim personal law permitting 
polygamy. Desecration must be condemned, 
whether by Muslims or by Hindus, but it 
is a strange condemnation that uses it to 
justify or condone the wanton desecration 
of December 6. The destruction of 
numerous Muslim religious places in riots 
(at Bhagalpur, lor instance) is of course 
never mentioned. The Kashmir temples 
issue, incidentally, became very prominent 
in conversation just after the destruction 
of the Babri Masjid, indicating a con¬ 
certed whisper campaign as well as, possi¬ 
bly, an element of guilt suppressed 
through verbal exces.s. The oft-repeated 
argument that Muslims must repent or 
atone for their acts of past or present ag¬ 
gression has meanwhile acquit^ a strange 
flavour in the context of some current 
reports from Bombay. Muslims offering 
to rebuild destroyed temples have been 
spurned by the Shiv Sena, and in Dharavi 
a group of them who were actually 
rebuilding one have just been stabbed 
{Pioneer, January 9). 

On the Muslim personal law issue, the 
Sangh Parivar once again takes full ad¬ 
vantage of Rajiv Ciandhi's misdeeds, when 
he tried to counterbalance the opening of 
the locks at Ayodhya by the Muslim 
Women’s Bill. The Muslim fundamentalist 
side of the appeasement (from which the 
only real and direct sufferers were Muslim 
women) is always mentioned, never the 
simultaneous appeasement of Hindu 
communalism. The real importance of tlic 
question, however, is in the light it can 
throw on the presuppositions, reminiscent 
of racism, of the Hindutva ideology. The 
continuation of the legal right of poly¬ 
gamy among Muslims is constantly link^ 
up to assertions that Muslims consequently 
breed faster: 'hum panch hamate pachi.s’, 
as the Delhi VHP leader (currently BJP 
MP3 B L Sharma elegantly described it in 
an interview he gave to a group of us in 
April 1991. The Report on the Status of 
Women in India (1975), however, had 
found the rate of polygamy actually 
higher among Hindus than Muslims (S.06 
per cent as against 4.31 per cent). The 
Muslims, then, become dangerous simply 
by going through the basic Mological pro¬ 
cesses of birth, procreation—and even 
death, for we were told during an investi- 
gatioti of the 1991 Nizamuddin riots in 
New Delhi that a dead Muslim always 
grabs a bit of land by burial, unlike the 
self-effacing cremated Hindu. Racist at¬ 


titudes, finally, are neatly encapsulated in 
the very recent coinage of the formula 
'Babar ki aulad'. Alleged descent from 
Bahar is sufficient to damn, no overt 
misdeed is really required... just as once 
in fanatical Christian circles all Jews stood 
condemned because of what their ances¬ 
tors had supposedly done at the time of 
the crucificaiiun of Christ. 

Such is Hindutva ideology at its crtidcst, 
engaged in the direct justincation of com¬ 
munal violence. The slightly ‘softer* or 
more insidious levels should also be con¬ 
sidered, for these can indicate almost as 
clearly the fa.scistic implications of Hindu 
Rashtra, Fascism has often tried to appro¬ 
priate elements, or at least terms, from 
ideals considered laudable arid progressive 
in the society it sought to conquer: thus 
the Nazis claimed to be not only ‘na¬ 
tionalist’ in post-Vcrsaillcs Germany, but 
also, keeping in mind the very strong 
working class political presence in the 
Weimar Republic, ‘socialist’ and represen¬ 
tative of ‘labour*. The Sangh Parivar, 
similarly, tries to e.stablish its claim to be 
truly and uniquely ‘national’ by a ‘demo¬ 
cratic’ argument: Hindu interests should 
prevail always in India, and maybe, it 
should at some stage be declared a Hindu 
Rashtra, for Hindus after all arc the ma¬ 
jority, by Census reckoning BS per cent of 
the population. But democracy logically 
must connote two other features in addi¬ 
tion to rule of majority: protection of 
rights of minority ways of life and opi¬ 
nions, and. even more crucially, the legal 
possibility that the political minority of 
today can win electoral majority in the 
future and thus peacefully change the 
government. Otherwise it becomes diffi¬ 
cult to deny the status of democracy to the 
one-party regimes of Hitler, Mussolini (or 
Stalin), for all of them did go in for oc¬ 
casional elections of a single-list, plebis¬ 
citary type, and won majorities which may 
not have been entirely rigged. Democratic 
theory, in other words, stands in total con¬ 
tradiction to any notion of permanent 
majorities—but such, by Sangh Parivar 
definition, would be the position of the 
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pany that claims to speak uniquely for all 
Hindus; the EIP. Inherent in that claim 
is a second assertion, equally reminiscent 
of Fascism; only s/he is a true Hindu who 
accepts the leadership of the RSS-BJP- 
VHP combine. Any dissent runs the risk 
of being branded a.s pseudo-secular ap¬ 
peasement. So had Hitler and the Nazis 
arrogated to themselves the right to speak 
for all 'pure' Germans, along with the 
power to decide who was racially pure. 

What the triumph of Hindutva, ‘hard’ 
or ‘soft’, implies for Muslims and other 
minority groups is already obvious 
enough; a second-class citizenship at best, 
constant fear of riots amounting to 
genocide, a consequent strengthening of 
the mo.st conservative and fundamentalist 
groups within such communities. The 
near-coincidence in time between the 
destruction of the Babri Masjid and the 
barbarous assault on Professor Mushir- 
ul-Hasan does not appear accidental— 
and the police, interestingly, were strangely 
absent or inactive in both cases. The fall¬ 
out orOecember 6 has already strengthen¬ 
ed Muslim fundamentali.st forces in 
Pakistan and Bangladesh. The Muslims 
in India, it needs to be added, are not an 
insignificant minority, but 120 million— 
the biggest in the world next to Indonesia. 
The sheer size and diversity of the Indian 
people make secularism, democracy and 
the preservation of national unity more 
closely inter-dependent than perhaps 
anywhere else in the world. The perma¬ 
nent and total alienation the BJP seems 
working for can lead to a Lebanon or 
Yugoslavia on vastly enhanced scale The 
Sangh Parivar certainly has peculiar ways 
of living up to its much-touted claim to 
be mote ‘national’ than anyone else. 

Scope for Common Action 

One major distinction between the 
Hindutva of today ami Europi^ Fascism, 
particularly the Nazi variety lies in a very 
different relationship with established 
religious traditions. Nazis .sought to 
ground identity on race, not religion, and 
called on youth to build a new civilisation 
which could at limes sound openly anti- 
Christian. The Sangh Parivar, by very 
definition, has to preach toul adherence 
and deference towards Hindu traditions 
even while fundamentally transforming 
them. That this has been a source of 
tremendous strength hardly needs to be 
stated; just possibly, it could also be 
transformed into a weakness given effec¬ 
tive counter-strategies. For Hindutva is 
really homogenising and changing Hindu 
beliefs and practices on a truly colossal 
scale. The sutement of a VHP leader, 
exulting over the destruction of Muslim 
housM near what had been the Babri 
Masjid, epitomises this transformation: 
this was nemsary, he said, to make of that 
area a Vatican. But the vast and enor¬ 
mously vanegat«t Hindu world has never 
had what the VHP is trying to make out 


of Ram and Ayodhya—a single supreme 
deity and pilgrimage centre, steam¬ 
rollering out of existence differences of 
region, sect, caste, gender, class. Even 
more basic is the effort to transform what 
millions of Hindus sincerely believe—with 
what degree of historical accuracy docs 
not matter very much in this context—to 
be a supremely tolerant and Catholic 
religion into a terrifying instrument of 
vandalism, murder, and usurpation of 
political power. The traditions of catholi¬ 
city in our country ate deep and them¬ 
selves extremely diverse. They range from 
syncretic, at times radically iconoclastic 
Bhakti-Sufi ‘sants’ and ‘pirs’, for some of 
whom, in the words of a Baul song, the 
path seemed blocked by mandir and mas- 
jid, purohit and mulla—to the conser¬ 
vative, yet profoundly Catholic, Rama- 
kri.shna, in whose vision Hindu, Muslim 
and Christian differed as little as Jal from 
pani and water. And our thoughts today 
inevitably go back, time and again, to 
another dark January 45 years ago, when 
a man died, a devout Hindu whose last 
words had also evoked Ram, murdered by 
a youth reared in the culture of the Sangh 
Parivar. An ocean separates the Ram of 
Mahatma Gandhi, conceived of as both 
Iswara and Allah, f^rom the Ram in whose 
name the Babri Masjid has been 
destroyed. 

Secularism Has Many Meanings 

What is necessary today is the recogni¬ 
tion that secularism can and indeed does 
have many meanings, that its wide and 
varied spectrum can extend from the 
devoutly religious to the freethinker- 
atheist, on a common minimum ground 
of total rejection of communal hatred and 
a theocratic state. This does not mean that 
non-religious secularists should engage in 
a breast-beating exercise for having been 
‘alieruited’ from the ‘m ai nstream’ and sud¬ 
denly claim to be more ‘truly’ Hindu or 
Muslim than the VHP or the Muslim fun¬ 
damentalist.* It involves, rather, an 
awareness that even profound differences 
need not rule out common action in 
defence of basic human values, that, as 
Trotsky had once said while pleading for 
a united front against Fascism, it is possi¬ 
ble to “march separately, but strike 
together’’.’ 

That the Hindutva forces are afraid of 
such unity is indicated by their persistent 
efforts to brand secularism, and indeed all 
anti-commurul attitudes as necessarily 
somehow anti-Hindu. Simultaneously 
they try to conflate secularism uniquely 
with the policies of the ‘Nehruvian’ state, 
thus making it bear the burden ol the 
many sins of opportunism, excessive and 
bureaucratic centralisation, and repression 
of which that slate has been often quilly. 
Here, once again, current intellectual 
tendencies have piovidtHl lespectability to 
such critiques, for it is often assumed 
nowadays that secularism was a creation 
of the now much-abused Enlightenment 


rationalism and scepticism, brought into 
India in the baggage of colonial discourse, 
and subsequently embodied in the repres¬ 
sive nation-states that have emerged on 
the western pattern. Actually, even in 
Furope, the roots of secularism go back 
at least another 200 years, to the times of 
the religious wars (‘communal riots’, we 
might legitimately call them) sparked off 
by the Reformation. The first advocates 
of toleration based on separation of 
church from state were not rationalist 
freethinkers, but Anabaptists passionately 
devoted to their own brand of Christianity, 
who still believed that coercion, persecu¬ 
tion and any kind of compulsory state 
religion was contrary to true faith. 

In India, as in other countries with 
multiple religious traditions, the need for 
and therefore the bases of co-existence are 
broader and deeper than the teachings of 
the vast majority of holy men of all creeds 
or the policies of many kings, among 
whom Akbar is only the best remembered. 
They have been grounded in the neces¬ 
sities of daily existence itself, which might 
occasionally produce conflict, but also 
tend towards the restoration of interdepen¬ 
dence—if allowed to do so by organised 
communal forces, which means less and 
less often nowadyas."' And if com- 
munalism shatters everyday existence, it 
simultaneously halts and turns back all ef¬ 
forts to improve the condition of living 
through striving to reduce exploitation 
and want. It does so in two fundamental 
ways: by shattering the unity in struggle 
of toilers and all subordinate groups, and 
fostering, within the rigid community 
boundaries it erects, tendencies towards 
ruthless homogenisation. Such homogeni¬ 
sation invariably helps the groups and in¬ 
terests occupying positions of (mwer—in 
the context of Hindu communalism, most 
obviously, the high caste elites. It is 
noteworthy how every move towards im¬ 
plementing even the fairly limited 
measures towards social justice promised 
by the Mandal recommendations arc 
being met by a Hindutva offcn.sive. The 
noticeable silences so far about specific 
socio-economic issues in the programmes 
and activities of Hindutva (no effort has 
been made to spell out the ‘roti’ concomi¬ 
tant of Ram, and that slogan itself seems 
forgotten) can be made into a space for 
effective secular intervention—provided, 
however, the habit of segregating the 
‘economic’ and ‘political’ from the 
‘cultural’ or ‘ideological’, tairly deep- 
rooted in Indian Left traditions, is aban¬ 
doned. Anti-communal campaigns cannot 
be leR to seminars or middle-clw cultural 
programmes alone, important though 
these are, nor can everyday economic 
stru^les afford to skirt questions of 
leli^n communalism and idwipgy in tin 
facile hope that material issues and ‘real’ 
class identities will automatically assert 
themselves. 

Thinking back about the Facist era in 
Europe may seem a grim and depressing 
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exercise, now that chauvinist forces are 
rearing their heads virtually everywhere. 
But the memories of the 19.10s and early 
40s are not just of Storm 1'roopers, 
Holocaust, concentration camps, and the 
not unrelated deformations that have 
culminated today in the shattering of the 
world’s Ttrst .socialist experiment. They in¬ 
clude the experiences of united, and in 
their time victorious, anli-fasi'i.si struggle, 
popular fronts, a Barcelona very dilTcrent 
from the one seen on [ V last year, the 
hetoism of Sulingrad and not just Stali¬ 
nist terror. The time may have come to 
draw sustenance once again from the 
slogan of the defenders of Republican 
Spain: fascism shall not pass. 

1 In terms, ol course, ot the high standards 
set in Kanpur. Bhopal, Sural, liumbay and 
a host ol other towns in a country 'vhere 
213 places were under ciirtew at one point 
after IJecember 6. affecling 97 million peo¬ 
ple. Cry Thy Heloveil CnuHlry (IVople's 
Union for Democratic Rights, Delhi, 
December 1992) 

2 I'or a more detailed account of the evolu¬ 
tion of the Sangh PUiivar. sec I'apaii iiasu. 
Rradip Dana, Siimil Saikai, Tanika Sarkar. 
and Sainbuddha Sen, Khaki Shorts artrl 
Saffron f'luKs: Thy fhilitia of the Hindu 
(tight (Orient Longman. Delhi 1993). 

.t Daniel (iuerin. (■'axen.m and Big Biinnesi 
|l93b; New York. 1974), p lU. 

4 Guerin, op cil; .iVlaii S Miiward, ‘l-'ascism 
and the Lcoriomy' in Waller l.aqueur (cd' 
Kasi'isnt: A (trader’s Guide Penguin. 
1979). 

.s Miiward, op cil, p 414. 

6 1'hus Gaulam Bhadra, in an intervic-w given 
to a Bengah journal in early I99I, manag¬ 
ed to find clemenis of laudable subaltern 
asserlioti ot identity in the first kar seva 
movement and even in ihe speeches of 
Sadhvi Rithambani Dipesh (.'hakrabarti, 
another member of the SuttalKm Studies 
editorial team, in a more recent article has 
argued that we need to search for creative 
elements in everything condemned by the 
"His Master's Voice” of the posi-Cnlighien- 
ment West. This, for him. explicitly includes 
Marx just as much as Macaulay (h/aiya. 
Pcbiuary I99I; Barumas, October 1992). 

7 /eev Sternhell, ’Fascist Ideology’ in 
Laqueur, op cit, p 334 (the quotation from 
Gentile); Guerin, op cil, pp 6S, 168-69, 171. 

8 They arc less alienated, surely, from Indian 
culture or elementary liuman values than 
those young men of Surat who, in rite name 
of Hinduiva, videotaped their gang-rape of 
Muslim women. The tape, I liavc been told, 
is being avidly watched at evening-parties 
in some affluent Bombay homes. 

9 Leon Trotsky, ’l^r a Wtvkers’ United Front 
against Fascism' iDecember 1931) in The 
Siruggte against Fascism m Germany 
(Penguin, 1973, p 106). 

to 7'he Froni/ineof January 15. 1993, pp60-8l. 
carries some moving reports of Ihe strivings 
of ordinary people to restore the twn fabrics 
of inicr-community mutual dependence 
even after the pcsl-December 6 riots. 


CENTRE FOR SOCIAL STUDIES 

South Gujarat University CampUvS, 
SURAT - 395 007. 

The Oentre, a multi-disciplinary Social Scicncc.s 
research institute, invites applications for the follow¬ 
ing positions to reach the Director before 28-2-93 

Faculty Level; Senior Fellows, Fellows and Associates 
which correspond to the positions and scales of univer¬ 
sity Pmfessors, Readers and Ijecturcrs respectively. 
Scholars specialised in agricultural and industrial 
economics, sociology, political science, anthnipology 
and law and interested in studying Western India and 
Gujarar in particular may apply. 

Supporting Level: Research Asstt, in the grade of 
Rs. 1400-2600. Specialization required is in any one of 
the fields related to Sociology of education, develop¬ 
ment administration, rehabilitation, tribal and women's 
studies. Knowledge of Gujarati and acquaintance with 
quantitative research methods and computer is 
preferred. 

Supporting and Administrative Level; Research Co¬ 
ordinator and Administrator (temporary) with a con¬ 
solidated salary of around Rs. 3,500/- P.M. The appli¬ 
cant should be below the age of 30 years and should 
possess a Master’s Degree in Social Sciences, Social 
Work or Management, and have a reasonable amount 
of experience in field research, administration, acquain¬ 
tance with computer and an ability to write and speak 
English. Knowledge of Gujarati is c.ssential. 

SC/ST, Backward Classes and AX'omen candidates, 
especially those who would like to join on tenure/con¬ 
tract basis shall be given preference. 
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REVIEWS 


Singh.* Europe and the Third World 

Harris 

The 1992 Sinjcle Eun>p«'an Market an<l the Thin! World edited by Sandro 
Sideri and Jayshrec Sengupta; European Association of Development Research 
and Training Institutions, Book Scries 13, I rank Cass, London, 1992; pp 228 
(no index). 


THE present extraordinary conjuncture of 
structural changes in the world economy 
makes the immediate prospex'ts particular¬ 
ly unpredictable. Consider the coincidence 
of implosion in, and the disintegration of, 
the Soviet Union, the radical transforma 
tion of Eastern Europe, Europe 1992, a 
North American Free Trade Agreement 
(NAFTA, with a hint of free trade for the 
Americas), and the emergence of a rapidly 
growing Asia Pacific Rim—whether in the 
US-promoted weak form of an Asia 
Pacific Economic Co-o|jetation forum or 
Malaysia’s tighter East Asian Economic 
Caucus (excluding the Unit'd States). 
Simultaneously, the GAFT Uruguay 
Round of trade negotiations covers a 
much wider agenda than any of the pre¬ 
ceding seven rounds (agriculture, services, 
textiles and garments, investment issues, 
intellectual property rights, etc) and, for 
the first time, includes developing coun¬ 
tries as serious participants. 

Simultaneously, nearly every national 
government in the world has completed 
or is more or less seriously engaged in pro¬ 
grammes of radical structural reform, ex¬ 
ternal liberalisation and privati.sation, a 
programme in sum designed to establish 
the pre-eminent position within each 
domestic econnomy ol external market- 
determined prices. 1'hus, the political or 
administrative forms within which econo¬ 
mic activity has hitherto taken place arc 
in radical change. 

The changes arc, in pan or whole, 
responses to—and further cau.scs of-a 
transformation of the relationship bet¬ 
ween world markets and national govern¬ 
ments, the emergence of a single global 
economy, superseding its national parts.' 
However, the results of the process are the 
steady weakening of the power of the state 
to shape its domestic economic affairs. 
The European Community (EC) is itself 
more a result of these market driven fac¬ 
tors than some grand political design. For 
example, when on average $ 450 billion 
cross electronically the world’s foreign ex¬ 
changes each day, national currency con¬ 
trols become inc't.'isiisy.lN a’l obsiacle to 
national economic giowili, fiot a protec 
tion nc a lorm of prorn-nion. As I'he 
Economist (Inly 11, I992) noted: “For 
good or ill, the technology of moving 
goods, services, people and money around 
has ousted the F'lropcan nation as the 
convenient unit of economic admimstra 


non” flic characters of the world econo 
mic drama arc dccrca.singly national 
guvcrniiieiils—important agencies foi 
good and evil though they remain—and 
increasingly sectors (as the world's 
agricultural interest creates a new Cairns 
group, culling across the old developed 
and developing groups) or companies. 

if the integration of Europe is a par 
lial csult o( market processes, its combin¬ 
ed policy effect can be an important 
causal lactor. The preoccupation of EC 
iiiembcr states with Europe 1992 has been 
a key issue jeopardising the Utugiiay 
Round and pushing the US to develop a 
regional trading group. Yet Still Europe is 
politically undefined, an unresolved cross 
between a common market and a new 
super state when the world system recog¬ 
nises only one or the other. At Maastricht, 
the weakening of the European states was 
to be compen.sated by the creation of a 
powerful new government in Brussels. 
Enough Danes—along with Margaret 
i hatcher—decided economic fusion was 
not inconsistent with political fission. 
Brussels has tactically backtracked, paper¬ 
ing the term subsidiarity over the divi¬ 
sions, but still the issues remain unresolv¬ 
ed and the final outcome unpredictable. 

With so many coincident impondera¬ 
bles. it is brave—if not downright 
foolhardy—to put pen to paper on the 
economic liiture of Europe, let alone on 
the implications of the single market, pro¬ 
ject 1992, for such an heterogeneous 
group as the developing countries. Yet it 
has to be done if policy positions are to 
be even nearly right and negotiations to 
focus real interests rather than phantoms. 
The eleven authors succeed admirably in 
saying what can be said, bearing in mind, 
as one of the editors notes, that “since 
there are few facts to be considered, 
tendencies, trends and even perceptions 
must suffice” [Sideri, p 13]. 

The eottors introduce the volume. 
Sheila Page seeks to identify what is 
peculiar in Project 1992. Gianni Par- 
mifhiotti discu-sses the world’s fears of 
FcMiress Europe. Antonella Mori examines 
I tie future of dgiu-iiidustry, and Ales.sandro 
Pio and Arianna Vannini, European in¬ 
vestment in developing countries. There 
are then studies of Europe’s economic 
relationships with each of three develop¬ 
ing regions—Esperanza Duran on Latin 
America, Jayshree Sengupta on the 


ASEAN group, and Michael Davenport 
on Africa—followed by a final summary 
chapter on the overall prospects for &iro- 
pcan trade with developing countries ^ 
Robert Fumagalli and Antonella Mori. 

Project 1992 

What is the Project? Basically tariff- 
free movement of goods was established 
in a smaller EC by the late 60$. But the 
prcKcss did little to remove the vast and 
complex structures of non-tariff barriers 
and restrictions on the free movement of 
goods, finance, services—and of people. 
Project 1992 aspires to eliminate or har¬ 
monise tlie direct lestrictions on free trade 
in goods and services, the indirect restric¬ 
tions (differing national regulations on 
public health, security, the environment, 
consumer protection, and discrimination 
in public procurement), fiscal restrictions 
(different systems of indirect taxation), 
and to establish the freedom of movement 
of people and the right for all to work 
anywhere in the EC (requiring, for ex^- 
ple, the harmoni.sation of qualifications). 
It is a jungle to be cleared, not all of which 
is publicly known. There are national 
quotas, for example, on 700 tariff lines, 
untold ‘voluntary export restraints’, and 
countless implicit favours built into the ex¬ 
ternal relationships of Europe's warring 
principalities. The lawyers will be busy for 
decades. The European Commission, with 
admirable speed, has virtually completed 
the first tranche—if not avalanche—of 
directives, over 3(K) in all. 

There is no analytically rigorous general 
equilibrium study of the implications of 
IW2, indeed no consensus on waat 
assumptions are rcasonable, but the inten¬ 
tions are clear. I'he Project seeks to in¬ 
crease internal competition and force a 
radical improvement in levels of efficien¬ 
cy (through the achievement of much 
greater economies of scale in a much 
larger single market, and much increased 
spcciali.satinn), a significant cut in tran¬ 
sactional costs (through the end of inter¬ 
nal customs duties, delays, etc), an end to 
price discrimination, a decline in the costs 
of public contracts, a great improvement 
in the working of financial markets (ref¬ 
lected in lower costs of capital) through 
the integration of national financial 
systems, etc. A general decline in prices 
is expected to increase demand, stimulate 
higher rates of investment and lowered 
capital costs. 

The outcome of these changes is impor¬ 
tant for the world at targe since Europe 
is the world’s largest trading group, with 
a total trade value three times that of the 
United States, and four times that of 
Japan. The EC lakes a third of the 
developing countries’ exports of primary 
products (including 43 per cent of coffee, 
51 per cent of cocoa, 69 per cent of tea. 
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4S per cent of tolMicco, 36 per cent of 
bananas), nearly a quarter of manufac- 
tured goods and 10 per cent of services 
(Davenport and Page, 1991]. The degree 
of economic Openness* of the EC is signi¬ 
ficantly greater than the other major 
world trading powers—over SO per cent, 
compared to 14 per cent for the United 
States and 8 per cent for Japan. Thus in 
simple trade terms, what happens to the 
domestic market of the EC could have im¬ 
portant implications for trade-led growth 
in many developing countries, for making 
the transition from exporters of raw 
materials to manufactured goods, and for 
domestic incomes and employment in the 
third world. 

The overall effects of Project 1992 can 
be divided into trade, investment, labour 
migration and aid. 

(a) Thide 

The net trade effect is a function of the 
income and price elasticities of developing 
country exports and impons, expressed in 
the outcome of three elements—trade 
diversion (for example, developing coun¬ 
try exports lost to European producers as 
the result of the elimination of internal 
barriers and the creation of a single ex¬ 
ternal EC boundary), trade creation (an 
expansion in European demand for im¬ 
ports from developing countries as the 
result of a higher EC rate of growth) and 
changes in the terms of trade between the 
EC and developing countries. 

Quantifying these elements raises severe 
problems. There is no solid agreement on 
the size of the incoiT.e elasticities of the 
EC’s imports, ranging from 2 to 5.5 for 
developing countries' manufactures (see 
Hughes Hallett 1992, Langhammer 1990, 
Coldsborough and Zaidi 1986, Bond 
1987, Matthews and McAlease I9W|. The 
Commission itself estimates for Phase I 
that, in trade diversion, EC imports will 
decline by two-and-a-half per cent as the 
icsull of the ending of internal barriers, 
and seven and-a-haif per cent through the 
elimination of restraints on scale econo¬ 
mies and specialisation. Trade creation 
should increase EC demand for imports 
by 1 per cent per year for five years. And 
the terms of trade with developing coun¬ 
tries should deteriorate by possibly a half 
per cent (Cecchini 1988]. The overall ef¬ 
fects are therefore in aggregate small if 
slightly negative In Phase 2, it is expected 
that the beneficial effects of the initial 
burst of growth will stimulate an increas¬ 
ing pace of innovations, of investment and 
a higher long-term rate of growth, with 
persisting effects in terms of the growth 
of EC demand for developing country 
exports—that is, trade creation will come 
to predominate. 

However, the greater the degree of dis- 
awregation—by country and by commo¬ 
dity—the more dramatic some of the 
possible effeas, the more the comparative 
advantages of, say, Spain, Portugal, 
Gieeie; southern Italy who may displace 


a larger part of developing country ex¬ 
ports. In trade diversion terms, some of 
the contributors to this volume see Pro¬ 
ject 1992 affecting EC imports which are 
closest to actual or potential European 
production—that is. the manufactured ex¬ 
ports of the Newly Industrialising Coun¬ 
tries of east and south-east Asia and of 
Latin America. It is seen as affecting least 
imports of raw materials (the exports of 
the Middle East and Sub-Saharan Africa) 
and specialised high value manufactured 
goods (that is, the exports of tion-EC 
OECD countries). In similar terms, trade 
creation is seen as having the greatest ef¬ 
fects for taw material imports—although, 
as also noted here, primary commodity 
trade is much less responsive to growing 
incomes than manufacturing. 

Much greater disaggregation is needed 
to understand the more contradictory ef¬ 
fects, particularly on what are seen as 
politically sensitive and undifferentiated 
price elastic manufactured imports— 
textiles and garments, footwear, leather 
products, consumer pixxlucts. simple elec¬ 
tronic goods, metals and chemicals. The 
book does well within the compass of one 
volume to suggest some of the range of 
considerations, and some of the key com¬ 
modities (bananas, sugar, corlec, the ACP 
horticultural and fish products, etc). 

(b) Investment 

Some analysts see the trade effects of 
Project 1992 as already past—businesses 
have been preparing for the changes since 
the mid-80s—or at least slight in com¬ 
parison to the implications for investment 
[Hughes Hallett .1992]. Again, the net ef- 
f^ect is the sum of investment diversion and 
of creation. Thus, if the net trade effect 
of Project 1992 is negative as EC costs 
fall, it is argued. European investment is 
more likely to concentrate at home (and 
the EC is currently the source of 40 per 
cent of investment in developing coun¬ 
tries. although over 60 per cent of this is 
in only four countries—China, Mexico, 
Singapore and Brazil). Furthermore, the 
EC may attract a larger share of US, 
Japanese and other non-EC investment 
flows, especially if there are fears of Euro¬ 
pean protectionism. Again, it is argued 
that, if eastern Europe becomes associated 
with the EC, the demand for capital there 
could reduce the supply to developing 
countries. An additional contingent fac¬ 
tor. not directly related to Proj^t 1992, 
occurs here: the union of east and west 
Germany is leading to major flows of 
German investment to the ea.st, causing 
high German interest rates that not only 
negatively affect the growth rate of the EC 
(through thei-uropean Monetary 'iystem 
obliging all members to maintain relative¬ 
ly high rates), but also the cost of develop¬ 
ing countries servicing their debts. 

Some of these fears are not yet fully 
jusliHed. The volume of world investment 
is not fixed, so that an increased share 
here means a decreased share there; it is 


a function of expected rates of return, and 
onlv if these rates, discounted by relative 
risk, in the EC after Project 1992 are 
significantly higher than the rest of the 
world will a disproportionate share of 
capital go there. At the moment, despite 
the high hopes, it is not clear that EC’s 
growth is likely to come near the rates in 
leading developing countries. Second, 
what is already an obsessive issue, rules 
of origin, “the Tonton Macoule of free 
trade’’ as a recent commentator described 
them’’,^ are an important short-term 
determinant of investment location deci¬ 
sions. Thus, the lack of a legal definition 
on origin so far in the NAFTA has led to 
a standstill in Asian investment in Mexico 
at the moment. There are going to be 
hideous di.sputes in the EC on this mat¬ 
ter, akin to the immigration l^islation’s 
definition of. say, a British national (how 
much value added has to take place within 
the Queen’s domains to qualify as a true- 
born Englishman?). Will Paris accept as 
an EC product a UK car, assembled f^rom 
Japanese, Malaysian, Mocican and Ibrkish 
parts? Depending upon the decision of 
Brussels and the ob^ietKe of Paris and 
Lxsndon will be the decision of the parts- 
makers in those four countries as to 
whether to invest at home or in the EC. 
Thirdly, we need much more detailed 
analysis of Europe’s manufactured im¬ 
ports from developing countries to idemify 
how far those suppliers have comparative 
advantages in intermediate products 
strong enough to overcome the likely 
discrimination embodied in Project 1992 
before we can ftnally assess the position 
on investment flows. Can Brussels so 
change the costing that out-sourcing 
becomes uneconomic? 

(c) Labour 

The ending of restrictions on the move¬ 
ment of workers will take a long time to 
work themselves out, since the different 
languages offer measures of protection 
against a single labour market which will 
not be eliminated by standardised quali¬ 
fications. Nonetheless, for unskilM or 
semi-skilled labour, it can be presumed 
there will be a bias towards employing 
those from the poorer areas of the EC 
rather than from outside the EC. The 
tightening of—one could say ‘cheating 
on—the rules of asylum indicates the 
drift. If tighter immigration conditions 
continue, it will make it difficult for 
developing countries to expand remittance 
flows (and as current immigrants turn 
themselves into natives, remittances will 
tend to decline) and, such as they are, the 
acquisition of skills through temporary 
work abroad. There are reasons for doub¬ 
ting this more pessimistic view which are 
discussed later. 

(d) Aid 

Finally, some hopes have been express¬ 
ed that Inject 1992 will untie the aid pro¬ 
grammes of the EC member states, thus 
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enhancing the value or aid flows and (he 
economic precision of capital purchases. 
If this happens, at least one observer in 
this volume (Michael Davenport) sees the 
result as financially more important for 
Sub-Saharan Africa than any likely im¬ 
provement in trade prospects. However, it 
is not clear whai will happen to the total 
volume of aid if it is detached from the 
political interests of each state. If aid 
becomes no longer an accepted instru- 
iiient of foreign policy, will Brussels be 
able to take over the combined national 
aid programmes under the European 
Development Fund— or will national aid 
programmes just decline? 

EASTtRN EUROPI: 

Geography is one of the banes of 
economics. So many people seem to think 
the economic implications of geographical 
proximity are self-evident, and very few 
have tried to assess under what historical 
and other circumstances the self-evident 
might be true or false. The well known 
geographical dispersal of parts of Euro¬ 
pean, American and now Japanese manu¬ 
facturing capacity since the bOs—and its 
non-dispersal before—await .sophisticated 
analysis. Nonetheless, people in l/>ndon 
fear that, as a result of the unification of 
Germany, the IcKation of its new capital, 
Berlin, will make it the financial centre of 
Euiope. Similarly, many see eastern 
Europe as an economic alternative to 
developing countries, again purely 
because of geography. Indeed, the presi¬ 
dent of Mexico has made two trips to 
Europe in an effort to persuade European 
political leaders nut to forget his country 
because of the seductions beyond the 
Elbe. 

Yet, eastern Europe's economic capa¬ 
cities at the moment arc so severely 
limited, it is difficult to see when they 
would be capable of serious competition. 
For example, the cumulative debt of S IIS 
billion in 1989 (S 82 billion without 
Russia) required servicing with 3S per cent 
of export revenue. The internal markets 
are disorganised and chaotic; the slump 
in output and employment extraordinary. 
At the moment, trade with the EC is 
roughly 40 per cent of EC’s trade with the 
four Newly Industrialising Countries of 
east and south Asia alone (and 40 per cent 
of EC imports from the former eastern 
bloc are fuels, not manufactured goods). 
The capital needs arc enormous, and so 
far there is little sign that the capital sup¬ 
pliers of Europe or the rest ol the world 
are prepared to shoulder the risk. Is it con¬ 
ceivable in the medium teim that eastern 
Europe could constitute a serious alter¬ 
native to developii.}! couivrics.’ 

The issue liiiuht look vns diflcte!!’.. 
howevei, if Europe’s chaii' iin ..n on migra 
tion were tempered by more economic 
sense. Europe's growth is restricted by a 
shortage of unskilled taboui (which limits 
,thc capacity to -.’inplov th*- skilled), a shor¬ 
tage set to grov worse as tne population 


ages, more young people devote lime to 
education, etc If that were recognised, the 
EC might want to include Russia in its 
boundaries, and then that would change 
the picture of trade diversion. But the EC 
is far loo afraid of the hordes from the 
cast to swallow such a giant—Moscow 
would become a dominant player in 
Europe. Without Russia, what parts of 
eastern Europe are involved are in sum too 
economically small to provide a long-term 
source of cheap labour (or labour inten¬ 
sive goods and services) that would make 
redundant a significant part of the out¬ 
put of developing countries. 

Tilt WoRtn Order 

The predictable aggregate effects of 
Project 1992 on developing country trade 
are thus likely to be small, although this 
is no consolation whatsoever if your par¬ 
ticular niche or national economy is the 
small part which is eliminated. It is the 
unpredictable effects which cause alarm. 
Europe’s track record on free trade is not 
particularly good, as symbolised in what 
is possibly the world’s largest legitimate 
fraud, the Common Agricultural Policy 
(CAP). The incapacity of the European 
states to tame, let atone rid the world of, 
the CAP monster encourages no opti- 
mi.sm on other issues. 

Even in the negotiations for Project 
1992, Brussels may well make temporary 
concessions on trade to gain agreement —■ 
just as the 1961 Short Term Arrangement 
on Colton Icxtiles was conceded tempo¬ 
rarily. but spawned successive heirs as the 
Multi Fibre Arrangement (which, under 
the Uruguay Round proposals may still 
have a further shelflife of 10-15 years). 
More broadly, the EC has persisted in 
employing trade policy as an instrument 
of foreign policy, so dealing separately 
with different country groups, through a 
pyramid of designed privileges'and dis- 
privilcgcs—EFTA, now eastern Europe, 
the ACP group, the Maghreb countries, 
the General System of Preference coun- 
trie.s, ASEAN, the Andean Pact, etc In¬ 
deed, only a quarter of the external trade 
of the EC operates on a Most Favoured 
Nation basis (and 90 per cent of this trade 
is with the United States). And from this 
broad prospect, down to the setting of 
petty standards and regulations [USITC 
1991), Brussels uses its power to 
discriminate. Already, an increasing pro¬ 
portion of EC trade is within its own 
boundaries—internal trade has grown 
from 48 j 52 per cent of the total since 
1989, and i’ is almost certain that this 
trend will be (.onsiderably strengthened by 
the elimination of internal trade barriers. 

-VC ihcii witnessing a profound 
SCI real from the promises of one world 
economy? In the 19th century, under the 
rubric ot empire, economic integration 
developed swiftly. However, for nearly 80 
years--from around 1870 to 1950— 
imperial and then national parts of the 
systcio toie themselves free (or at least 


triad to) of world marketi, a process punc¬ 
tuated by two World Wars and the Great 
Depression. After 1950, the process of in¬ 
tegration started again, this time at an 
accelerating pace as never before and 
without imperial frameworks (but nor 
without the political domination of a 
handful of powerful states). Are we now 
seeing a return to the phase of retreat, em¬ 
bodied in the creation—somewhat late on 
schedule—of Orwell’s nightmare of 1984, 
dominated by a warring triumvirate of 
Europe, America and cast Asia? 

This vision of doom docs not yet ap¬ 
pear even remotely justified, nor even 
some of the more mundane fears. The 
possibility of a world of economically 
autonomous regions is not plausible since 
the dominant traders are far too inter¬ 
dependent-general protectionism would 
be suicidal (although this is not under¬ 
estimate the damaging effects of con¬ 
tingent chiselling, cheating, bullying, etc). 
After all, 55 per cent of US exports go to 
Europe and Asia. Non-internal trade for 
each member of the economic triad was, 
in 1990, valued at $ 945 billion (EC), 
$ 729 billion (north America) and $ 752 
billion (east Asia). It is scarcely con¬ 
ceivable that this share could be replaced 
by internal trade even in the medium term. 
Europe may increa.se the share of its in¬ 
ternal trade—and the rtgures cited earlier 
are still only a small change—but this pro¬ 
cess will almost certainly be reversed in the 
medium term when the one-off effects of 
Project 1992 have been absorbed. 

If the regions cannot constitute autono¬ 
mous economic areas, can they operate as 
a cartel to order the world economy in 
their interest? lb an important extent, this 
has already happened. The removal of the 
Soviet Union ended the dissenting voice 
at high table. Now the powerful have 
reached an unprecedented degree of 
unanimity on how the governments of the 
world should manage their economic af¬ 
fairs, and this consensus is expressed 
through virtually all international and na¬ 
tional agencies—structural adjustment, 
liberalisation, privatisation, etc. 

However, identifying this official con¬ 
sensus is far fiom suggestirig any teal union 
of interests. The wreckage of the Uruguay 
Round, fought oyer by Washington and 
Brussels, or the fraught relationship bet¬ 
ween >K^ington and Tokyo, indicate nar¬ 
row limits to any practical possibility of 
a cartel. It i$ precisely these rivalries which 
mean that Washington and Tokyo watch 
Project 1992 closely, aiming to employ ac¬ 
cess to their domestic market and the 
bargaining lever to keep open the EC. Fur- 
Ihermore, all administrative agencies 
weaken relative to markets in the current 
phase, despite the intentions of govern¬ 
mental bodies. The continued integration 
of the world economy will persist in 
undermining the old forms of governance, 
Irading to outcomes remote from the am¬ 
bitions of even the most powerful slates. 
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Fulthennoit; the propoMd enbutemoit 
of the EC is mo« ykely to wesken Bnuseb 
since each new adherent requires special 
concessions, cutting across the possibili¬ 
ty of unified action. The CAP is ncn the 
model; it was possible to create it in a 
•"‘ch smaller EC that was not a major 
panidpant in agricultural trade, and that 
led to a set of institutions and interests 
that permanatly block serious reform. 
But is it conceivable that in a larger group, 
with greater involvement in external tiw^ 
that the heterogmity of interests could 
allow unified action? Wuhington finds it 
difTicult to balanoe the interests of, for ex¬ 
ample; chip-makers (who want to ban im¬ 
ports) and chip-users (who want the 
cheapest chips available^ how much more 
extreme woi^ be these issues in the much 
more varied mixture of the EC? Indeed, 
to gain unified action will require special 
concessions which in turn block the possi¬ 
bility of future unified action as well as 
administrative centralisation. It will be a 
ramshackle Byzantine structure, a com¬ 
plex of interests which will only rarely 
share a comon perspective. Furthermore, 
because of the complexity of interests— 
and the imponibility of all making com¬ 
mensurate gains from the same action— 
the need for transparency of rules and 
operation is likely to be greater. 

The precondition for any EC is growth 
in the world economy. A major slump 
means all bets are off. But with growth, 
it seems likely that regional groupings are; 
as Robert Lawrence recently observed, 
“more likely to represent the building 
blocks of an integrated world economy 
than stumbling blocks which prevent its 
emergence'*. Ihc most important issue is 
to seek to keep the new regions o|Mn, 
weakening the irrelevant geographical 
qualification (that is Europe, north 
America, etc). One day, India must be 
able to apply for membership of the EC, 
and one day the EC must apply to join 
NAFTA. 

An afterthought; a more important in¬ 
tegrating factor is still to make itself felt. 
Europe, north America rmd Japu are 
aging, when the developing countries are 
sdll ^thful. With dedining labour forces 
and increasing dependency ratios, will the 
ilevcloped be able to run their economies 
in 30 years’ time? An increasing array of 
activities will have to be reliKated to 
developing countries if they are to survive. 
But a major pan of the servidng economy 
' is not mobile, so the role of developing 
countries in the provision of labour- 
intensive services (espcdally services to the 
aged) through migration will become in¬ 
creasingly important. Precisely what has 
been seen as the greatest constraint on 
developing countries—a high population 
growth rate—now appears likely to con¬ 
fer a ^nal comparative advanUge upon 
them* over the next half century. 

However, these broader issues are right¬ 
ly remote from the preoccupations of this 


book. 1^ within its terms of reference, 
it is an exoellent overview of the issues at 
stake in Project 1992, and the editors are 
to be congratulated on conceiving and 
creating it, covering so much ground in 
so short a compass, and doing so clearly 
and precisely. 

Notes 

1 Beigsten puls it the Mher way round: 
‘Economic iniegmtion has been both an im¬ 
portant driving force and a consequence of 
the increasing orientation towards marker 
forces throughout the world* (Beigsten 1988, 
p6l]. 

2 Carlos Lalannc; represenuiiveof the Japan 
External Ihule Commission in Mexico City, 
quoted by Freddie Balfour in the fvr Eastern 
Economic Keview, July 30, 1992, p 344. 
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WHAT do you say to a child who has just 
witnessed the most appalling human 
cruelty, who has seen kr^ ones maimed 
and killed, has been tortured and has 
escaped death quite by chance? 

Ybu tell that child to forget that it ever 
happened. The entire oqrerience is sought 
to be down-phqied by csJling it an exagge¬ 
ration and, in some instances, even a lie. 
Such has been the fate of chiktren-of-war. 
They have emerged from a harrowing ex¬ 
perience that has shaken them to their 
very core to find that it never really ends. 
I^r, fay. telling survivors to forget what 
happened not only robs them of an op¬ 
portunity to heal the hurt within, but also 
denies us the opportunity to build a dif¬ 
ferent, if not better, future for succeeding 
generations. Wfe have much to team from 
these childien-of-war. However, it seems 
that we prefer their silence 

The book under review, as the author 
states, “is an angry book, written for those 
who care and care very much about the 
world and its chiMrai..!* It seeks to “break 
the code of silence of the last 40 years’* 
on behalf of those children who were 
mangled by the Nazi war-machine The 
author is one such victim. She along with 
her brxMher and sisters suffered unbelieva¬ 
ble trauma, both physical and psycholc- 
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gicai, at the hands of her Nazi captors tor 
they were identified as belonging to a 
family that was active in the anti-Nazi 
movement in Hungary. 

The author raises the question that she 
had then raised as a child when con¬ 
fronted with her executioner, “Why do 
you want to kill me?" The question was 
swept aside then, even as she was, with the 
sweep of a bayonet. 

Several years later, as she gathered the 
broken pieces of her self-image and 
emerged from Ihe confines of a concentra¬ 
tion camp, she was met with the same 
response—“the silence of the twentieth 
century", as she calls it. which children 
carry “in their humanistic school-bags”. 

For the children of successive wars it 
seems that there has been no transition to 
a more humane god. For them he con¬ 
tinues to wear “black robes, has horns on 
his head and carries an axe in his hand”, 
white the diued survivor wond^ “how 
in the world was I able to slip by him”? 

In the case of the author, one such daz¬ 
ed survivor, it was in one instance the pro¬ 
stitute in prison who thrust her bdiind 
her, and in anotlier, the wife of a general 
who as she struck down the murderer 
cried out to the children, “You are not 


The Silence of the Lambs 

Hannala Gupta 

I Am Yesterday by Francesca Noumoff; Ajanta Publishers, Delhi. 1992. 
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going 10 die, have not lived >vt”, who 
helped her slip by. 

For the most pari however society, it 
seemed, had decided to abandon these 
children to their fate. Perhaps, the author 
opines, the hope and life they represented 
flew directly in the face of a society that 
h.td been contrived to extinguish both. 
The intruders who came uninvited to their 
homes were dressed to kill, complete with 
Iheii murderous implements at hand, 
ready to partake of the feast and carve up 
the sa.'rificial lamb. Yesterday, they wore 
black boots and a swastika around their 
necks, foday the>' might visit in saffron 
robes and carry a trident in their hands. 
Strip away the sartorial garb and under¬ 
neath arc revealed the same “plastic men” 
with I heir “insect eyes" and "frozen in¬ 
nards” who see and hear nothing. 

Where do these “plastic men” come 
Kom? The author believes that they are 
lecruiicd time and again from the ranks 
of the most brutali.sed and enslaved 
amongst us. It is this that makes them 
“the most pitiless and effective despoilers 
of the lif»erties of others”. Their colla¬ 
borators however conic from all ranks. 

What about those who seek to break 
the silence? Who arc they? The author 
belic.trs that they “hear a different drum”. 
They inhabit a world of magic and wonder 
where men and women ar^ capable of 
gteai things and they seek to share this 
faiih with humanl.ind at Large. It is on 
their shoulders that we stand. However, 
they arc hated by the clinicians of death 
vbo would reduce humankind to “a pile 
ol shoes. .. coals eye glasses... gold 
teeth...neatly separated”. The survivor too 
is one d x*mcd to “hear a different drum”, 
it cannot be otherwise. Survival is an art. 
It rei)ni cs th'* courage and faith to affirm 
life even in the most tiying circumstances. 

f he auihcf’s style of writing is power- 
tu! in simplicity and sparseiicss. It 
leficvt.'- tier status as a survivor. There is 
no foo!!, for empty talk. She strikes at the 
heat I ot die matter with per.sonal narrative 
and descriptions of nature that are sheer 
t.-.xtr>. The images rihe evoke however are 
brut;'!. Xs .she states, thi.s hook is not "a 
ho.\'d buticrflics”, it is a pandora's box 
full i>'. iiivi.isier;. who are human. 

W'i-ierc, therefore, does she find room 
foi hc.fx? is I! to be round with “the moon 
that i t;;'-'. > iiott'.i.ig”, with the “damaged 
trees ant! tiampicd flowers that bleed”, 
with “Ih: i'iids that have lost their way 
'o licavc;! ’ o; \« ifh the “mountain-lion of 
a mai!’’. lHs. aiiisi. wiio .scrccchc's, “I failed, 
diiitii'e..;, I t.iiled hut i shall paint you..!’ 
and sviiic.r ui')ori ihc wall with the bloody 
stumps of iii‘ hands, “Ft C l. HO.MO” 

\Vh u about us'.' W'hcrc do we Ht in? 
The surviscr b n- hn vkcn :he silence of the 
lambs i: die '•<«.; ot greai personal pain. 
Do we l ui uvi h;ts<‘ ri r.;s,soiisibility to 
fulfil? ‘shot-id vse no: barge i,i and over¬ 
turn ihc tabif'. when' 'he next feast is 
being prcjiaie'! betoie another lamb is 
sacrificed 
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SPECIAL ARTICLES 


Unemployment and Financing of Relief 
Employment in a Period of Stabilisation: 

India, 1992-94 

Sudipto Mundle 

A democratic government must actively intervene, and be perceived to be so intervening, in order to protect 
disadvantaged groups and social classes during a period of stabilisation. This is necessary especially when it is 
widely recognised that the government itself has been largely responsible for bringing about the current economic 
crisis through its profligate spending, imprudent borrowing a.id dysfunctional regulatory policies of the past. 

This paper attempts to estimate the likely level of unemployment in the current year and the next year and 
discusses the physical and financial dimen.sions of the required unemployment relief programme. 


EMPLOYMENT has not kepi pace with 
the growth of labour supply in India. As 
a a>nscqucnce the number of unemployed 
has now grown very large. In this paper 
we attempt to estimate the likely level of 
unemployment during the current year 
(1992-93) and the next year (1993-94). We 
also attempt to measure the cost of offer¬ 
ing some relief to the unemployed and 
explore the feasibility of financing such 
a relief programme during the period of 
stabilisation. 

Such a programme would necessarily 
entail considerable reallocation of expen¬ 
diture from existing linos of government 
spending, since efforts are under way to 
compress the growth of total government 
expenditure. This kind of expenditure 
switching is essential if a stabilisation 
programme is to be sustained under con¬ 
ditions of political democracy. Obviously 
stabilisation cannot be painless, par¬ 
ticularly when it is combined with a 
programme of siruaural adjustment. 
However, it would be unethical and con¬ 
trary to all modern principles of welfare 
if the burden of such austerity and adjust¬ 
ment is allowed to fall on disadvantaged 
groups and social classes, poor people in 
general, who arc least capable of bearing 
that burden. Unfortunately, it is precisely 
such groups which may end up bearing 
the burden, simply because they are not 
sufficiently powerful or organist to pro¬ 
tect their interests. A democratic govern¬ 
ment must therefore actively intervene, 
and be perceived to be so intervening, in 
order to proteti these classes during a 
period of stabilisation. This is especially 
the case when it is widely recognised that 
the government itself is largely responsible 
for bringing about the curren: economic 
crisis through its profligate spending, im¬ 
prudent borrowing and dysfunctional 
regulatory policies of the past. 


Before we come to costing and financ¬ 
ing a programme of relief, we first need 
to measure the total number of un¬ 
employed. In India, this is not a simple 
matter. Partly, the problem is conceptual. 
It is well known that in less developed 
economies like India unemployment is 
often disguised. Workers appear to be 
employed but are in fact producing or 
earning very little. It is difficult to define 
this kind of unemployment in terms of a 
concept which would easily lend itself to 
measurement. However, as we shall see 
later, the incidence of this kind of 
unemployment appears to be declining in 
India, open unemployment having emerg¬ 
ed as the main form of unemployment. 

Here again measurement is a problem, 
not for conceptual reasons but simply 
because data on employment-unemploy¬ 
ment arc not collected on a monthly, 
quarterly or even yearly basis in India. 
The best available data on employment- 
unemployment is that collected in the 
quinquennial surveys conducted by the 
National Sample Survey (NSS), the last 
conducted during the 43rd round of the 
NSS in 1987,88.' With the help of 
statistics derived from these surveys and 
suitable macro-economic projections it is 
possible to estimate at least a plausible 
range for the likely level of unemployment 
during the nat two years. The starting 
point of this exercise is a set of macro¬ 
economic projections. By applying these 
projections to the observed relationship 
between changes in output and employ¬ 
ment we get estimates of aggregate 
employment. The supply of labour is 
derived from estimates of population on 
the basis of the obsct ved labour foroe par¬ 
ticipation rate (LFPR). The difference bet¬ 
ween labour supply and employment gives 
us a measure of open unemployment, it 
is important to emphasise that open 


unemployment u the gap between labour ‘ 
supply and employment not labour supply 
and demand. The significance of this 
point is discu.ssed fuither below. The 
estimate of total open unemployment in 
Section I is followed by an estimate of 
visible underemployment in Section II. 
Finally, in Section III, we discu.ss the 
physical and financial dimensions of the 
required unemployment relief programme. 

i 

An Kntiniato of Often 
Unemployment in India: 1992-94 

Ideally projections of unemployment 
should Ik derived simultaneously along 
with projections of the level of output, 
employment, prices.-wages, etc, from a 
computable general equilibrium model 
which incor|X>rates a fully articulated 
labour market However in the absence of 
necessary information for calibrating a 
model of the labour market, the next best 
alternative is to prtKeed from other 
macro-economic projections. We can pro¬ 
ject the level of output, prices, etc, con¬ 
sistent with the announced fiscal policy 
targets of the government and derive the 
corresponding estimate of employment 
and unemployment, on the basis of the 
observed output elasticity of employment, 
LFPR and population. 

The fiscal deficit to GDP ratio, which 
the government has adapted as a key 
variable in its fi.scal policy, is actually not 
a particularly good measure of the fiscal 
fxiliey stance since it is not a directly 'con¬ 
trolled' variable like revenue, expenditure, 
etc. It is only a derived variable, the same 
fiscal deficit ratio being consistent with 
w idely varying combinations of revenue, 
expenditure, real output and the price 
level. In the context of an open economy, 
again, a given fiscal deficit would be con- 
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sistem with varying levels of the external 
deRcit or surplus, depending on the size 
of the domestic private savings-invesiment 
gap.' 

However, by setting the values of sub¬ 
sidiary policy variables, such as ad¬ 
minister^ price increases, debt monetisa¬ 
tion, etc, and assuming reasonable values 
for key exogenous variables such as the 
trade balance, it is possible to project the 
medium-term macro-economic implica¬ 
tions of alternative fiscal deficit targets 
with the help of a computable macro- 
economic model. By varying the ex¬ 
ogenous conditions it is also possible to 
trace the macro effects under alternative 
scenarios, e g, what would happen if the 
trade balance continues to deteriorate as 
in the past; what would happen if, instead, 
the new trade policy and industrial policy 
reforms effectively reduce the ttade deficit 
during the next two years and so on. An 
cxcrci.se of this type has been recently 
completed at the National Institute of 
Public Finance and Poitcy, projecting the 
macro-economic profile up to 
under differeni scenario.s.'* 

The minimum and maximum rates of 
real output growth projected in that ex¬ 
ercise, for scenarios corresponding to the 
stated fiscal policy stance of the go /crn- 
mcm (Table I), have been adopted to .wrk 
out the corresponding levels of cwiwiy- 
men! and unemployrneni in mo iter 
native cases. The main differcace Iks veen 
these two cases is thas in the iew g.ooih 
variant the trade balance continue, to 
deteriorate at about 37 per cetii pel ari- 
num, as in the past, acd the exchange raie 
also continues to dcpro.iaie at al>ou' 3 per 
cent per annum. In th'.- high growth ':a.sc 
the trade balance is a^isurned to improve 
at about 20 per cent per aniiufii at;'t the 
exchange rate is assnii-ed tn remain : sanlt- 
at the current rate. 

in Older to estimate the Sevei ,ot t'if.ploy 
ment, the employment elasticity o, out 
pul was first calculated by comparing 
rates of growth of usi.n! statu, ctm^dov- 
ment and real output betwee;; diifevnt 
NSS survey years as shown in Table /. An 
elasticity of 0.34, observed for the period 
1983-84 to 1987-88, has been applied to 
alternative projections of output growth, 
shown in Table I, tc cortipute the cor¬ 
responding rates of employment growth 
in different years. Starting with the NSS 
estimate of usual status employment of 
322 million in 1987-88, the eniploynietu 
growth rates have been applied sequential 
ly to calculate einpUiyment up to l‘>93-94 
as shown in Table 3. Note that these 
estimates of employ,ncni, bs.sed on the 
observed elasticity ur i-i i9S7.88, mav be 
overestimates since tin '•*.asti''i'y has 
declining over time as - iiowj- Ikhi', 

It is neces.sjuy to disi css borHy hy^c v>n 
the measure of emp!r>''mon>. • Usticuy. 
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I nis ODServeo €X~pust icianonaucp 
beivmn rates of change in employment 
and output is a crude empirical counter¬ 
part of the reduced form relationship bet¬ 
ween employment and output that would 
emerge from a fully articulated CGE 
model incorporating a labour market, if 
such a model could be calibrated. In other 
words, it IS not the output elasticity of 
demand for labour but the impact of out¬ 
put variations on employment after 
various responses in the labour market 
.such as changes in labour demand, chang¬ 
ing conditions on the supply side, wage 
rate adjustments, etc, have worked 
themselves out. 

IVirning now to the supply of labour, 
this has been projected applying the 
1987-88 NSS estimate of Usual Status 
LFPR to (he estimates of population for 
the years 1991-92 to 1993-94. The popula¬ 
tion estimates, in turn, are based on the 
1991 Census results and the current 
population growth estimate of 2.11 per 
cent per annum. The Usual Status l.FPR 
appears to have been fairly stable over dif¬ 
ferent rounds of NSS surveys, as pointed 
out by Visaria and Minhas (1991). It was 
43.07 per cent in 1977-78,43.-05 per cent 
in 1983 and 42.16 per cent in 1987-88. 
However, 1987-88 was a drought year and 
a part of the population, especially among 
women attd children, may have simply 
withdrawn from the labour force. On the 
other hand, it is also possible that the 
LFf'R is aciuailv declining, with a larger 
proportion of children of working age 
withdrawing frotr. the labour force in 
order to go 10 school. For the main exer¬ 
cise an l-FPR of 42.16 per ce”* 
applied to compute the supply of labour 
iincc 1987-83 (Table 3).* However, alter¬ 
native computations were also under 
: 3 ken. .issuming a Usual Status l.FPR of 
tvs per ccm. to check the sensitivity ol 
unemployment e.srimates to the LFPR. 
ihesc alternative calculations are 
TprtMiuced in Appendix Table A.2. 

Finaily, unemployment has been 
'.•stimaitd as the difference between 
c->iimaled labour supply and employment 
as shown in Table 3. The estimates of past 
employment and unemployment up to 
l‘19l arc presented in Panel A. A sharp 
increase of 11 million per.soi5S in total 
employment is evident in 1988-89 as a 
consequence of the exceptionally high rate 
of growth of output of 9.7 per cent record¬ 
ed in that year. Unemployment is, accor¬ 
dingly, observed to have declined by as 
ini'ch as four million persons in that year. 
Howes'cr, open unemployment then rose 
lo about II million persons by 1990-91, 
implying an unemployment rate of about 
1 per cent of the labour force at the outset 
of the .stabilisation programmes.^ 

The high growth and low growth 
"ariant;, presented in Panels B and C of 


employmenl-unemployment profiles 
which can occur unto the ongoing 
stabilisation programme. As pointed out 
earlier, which of these variants will ap¬ 
proximate the actual outcome depends a 
great deal on what happens on the foreign 
trade front. The simulation exercises cited 
earlier indicate that domestic output and 
employment growth are quite sensitive to 
changes in the trade balance. If the 
policies being pursued for switching 
expenditure from imports to domestic 
production are successful, along with the 
structural adjustment policies, in steadi¬ 
ly decrca.sing the current account deficit, 
the economy might apprmimate the high 
growth scenario (Ikble 3 I^nel B). Even 
under these favourable conditions, the 
uiieinplt^ment rate will rise from less than 
3 per cent in 1990-91 to about S per cent 
in 1993-94.* This implies total open 
unemployment of about 18 million per¬ 
sons in 1992-93 and 19 million the year 
afiei.'^ In (he low growth scenario, which 
could appear if the trade balance con¬ 
tinues to deteriorate conditions would 
turn out to be much worse. The un¬ 
employment rate would rise to around 6 
per cent in 1992-93 and dimb towards 7 
per ceut in 1993-94. In absolute terms this 
would mean an openly unemployed 
labour force of about 22 million persons 
in 1992-93, climbing to 25 million by 
l993-9<». 

Such numbers are quite disluibing. 
They are, of course; based on the assump¬ 
tion that the LFPR remains the same as 
that observed in 1987-88, i e. 42.16 per 
cent. However, an alternative set of 
calculation.s has also been attempted to 
see how far the picture would be altered 
if the LFPR were to decline to about 41.5 
per cent (Appendix Ihble A.I). With 
labour supply reduced, the total number 
unemployed would vary between II to 15 
million persons in 1992-93 and 12 to 18 
million persons in 1993-94, depending on 
whether the actual outcome approximates 
the high growth variant or the low growth 
variant. Even these reduced unemploy- 
nient figures clearly indicate that the tetd 
of unemployment will remain rather high 
during the next couple of years. 

These projections of unemployment 
imolicitly assume that, in the language of 
Malinvaiid, the labour market will con- 


l AHit I: AirERNATiVE GDP Gmwth 
PXOIEtTIClNS 


Year 

Ixiw Growth 

High Growth 


Variant 

Variant 

1991-92 

2.8* 

3.9 

1992 93 

1.7 

3.0 

1993-94 

3.8 

5.7 


Saurci'. Maiional Institute of Public Finance 
and Policy (1991). 


Economic and Political Wrakly January 30; 1993 




timie lo aukNi jbbi between worlnrs 
hiilend of deuii^ through • downward 
•djuament of the real wage. Even in prill- 
dpk it U an open question whether a fall 
in real wages would mise or lower the rate 
of unemployment if the r^ wage was 
quite fleidble. The answer depends on the 
relative strength of the indirect effect of 
real wage changes via aggregate demand 
in the psoduci market and the direct ef¬ 
fect on demand in the labour market. In 
India we know from past observations 
that the labour market adjusts through a 
rationing of jobs instead of clearing 
through real wage adjustments. 

What is more, this rationing occurs 
.despite flenble red wage rates. It is possi¬ 
ble that in organised industry, services and 
plantations, which altogether employ less 
than 27 million persons'*^ out of a total 
workforce of over 350 million, real wages 
are relatively inflexible. However, the real 
wage rate that matters here is obviously 
not the OKganised sector wage but the real 
wage of the marginal labourer i» &gn- 
cuhure or the informal sector. Bftning 
exceptional cases Bke the highly unionised 
agricultural labourers of Kerala, no one 
would seriously argue that real wages in 
either agriculture or the informal sector 
are inflexible, indeed low and flexible 
wages are a deflning characteristic of the 
latter. Since the relevant real wage is 
already flexible, it is difficult to see what 
further structural change could alter the 
unemployment-job rationing regime in the 
Indian labour market during the next two 
years. 

II 

An Eatinwte of Viaibie 
Underemployment 

The discussion so far has been confin¬ 
ed to open unemployment. However, it is 
'well known that in agrarian societies like 
India, unemployment is often disguised or 
ukes the form of underemployment. It 
is vety dfficult to catch underemployment 
in the form of abnormally low p^uctivi- 
ty, which arises when a little work is 
shared out among too many persons. 
Ereryone appean to be busy or ^pkoecT. 
but each one is in effect performing little 
productive work and also earning very 
little. 

However, -there is another form of 
underemployment which is visible and 
more amenable to measurement. Thus, 
among those reported as lemployed’'under 
the usual status classification in the NSS 
surveys, some couM be unemployed for 
many days during the reference year. 
Similarly, among those classified as 
employ^ in the weekly status classiflca- 
tion, some miy have worked only for 
some time during the. week. They may 


have been reported as either ‘not work¬ 
ing but seeking work’ or ‘not seeking 
work’ for sonw days of the week by the 
daily status classification. By cross classi¬ 
fying those ‘employed’ under usual status 
by their weekly or daily status and those 
employed under weekly status by their 
daily status it is possible to get some 
indicators of the relative scale of visible 
underemployment. 

The total number of persons employed 
by usual status in each sex-residence 
category and the corresponding propor¬ 
tions unemployed by daily status classi¬ 
fication, as estimated from the NSS survey 
results for 1983 and 1987-88 are shown in 
Ikble 4. The number of visibly under¬ 
employed. persons in 1983 and 1987-88, 
calculated from these sex-residence 
category totals and proportions is also 
shown in the same table Notice that the 
total number of visibly underemployed 
personsf came down from nearly 16 million 
persons in 1983 to about 9 million in 
1987-88. This is dt^pitt the fac. that 
1987-88 was a drought year. Clearly, the 
incidence of visible underemployment is 
declining ovei time while open unemploy¬ 
ment is increasing, a phenomenon noted 
in the Planning Commission document 
cited earlier [Planning Commission 1990] 
as well as by Visaria-Minhas (1991). How 
or why this is happening is a question 


nud A: Bane Soniarta 

1987- 88 334 

1988- 89 341 

1989- 90 348 

1990- 91 336 

Panel B: Stabiliaalion with High Growth 

1991- 92 357 

1992- 93 372 

1993- 94 380 

Panel C: StabiliMUon with Low Growth 

1991- 92 364 

1992- 93 372 

1993- 94 380 


which needs to be further researched by 
labour market specialists. 

For present purposes, the rate of change 
of visible underemployment between 1983 
and 1987-88 has Imn used to derive the 
elasticity of visible underemployment with 
respect to output growth, which works out 
to (- )2.6. Applying this elasticity to .the 
projected rates of output growth yields 
the projected level of visible under-> 
employment up to 1993-94 under alter¬ 
native scenarios. These estimates are 
presented in labk S. Visible underemplov- 
ment should have come down from over 
nine million in 1987-88 to about five 
million in 1990-91. If current trends per¬ 
sist, it is quite likely that Ihe'phenoinenon 
of visible underemployment would vir¬ 
tually disappear by the end of this decade. 
In the. high growth stabilisation case it 
declines to only 3.7 million by 1993-94. In 
the low growth stabilisation case visible 
underemployment is just over four million 
persons. 

ill 

Financing of Relief Employment 

The estimates presented above indicate 
that, depending on how India performs 
on tile fe'fictgn trade front, open un¬ 
employment could rise to between 18 
million and 22 million persons in 1992-93 


322 

2 

3.6 

333 

8 

2.4 

339 

9 

2.6 

343 

M 

3.1 


350 

14 

3.9 

354 

«8 

4.8 

.365 

19 

5.0 

348 

16 

4.4 

350 

22 

5.9 

35.5 

25 

6.6 


TAUI.E2: Empioyment ELASTicirv <Ai.i Usual Siakis) 


Periods 

Compound Ciowth 
Employment 

Rates Real CD? 

Emptoymcni 
Elasticity 
Col (3) = (l-r: 


(1) 

i2) 

(3) 

1972-73 to 1977-78 

2-3 

4 4 

0.51 

1977-78 to 1983-84 

2.3 

4.1 

0.56 

1983-84 to 1987-88 

1.6 

4.7 

0.34 


Sources: (I) Sarveksitana, 1990. 

(7) National Accoums Statistics, various issues. 


Table 3: Empiovment andUpen Unempuovment Phojeltions unolk A..ri MNArivt Scenarios 
(All Usual Status LFPR = 42.16 Prr Cent) 

(Million personsf 

Year Labour Force Employment Unen.pioymeni Unemployment 

Rate (Per Cent) 


and BitIMfisI VIMtlv Imnan, «A lOM 



and further to between 19 million and 23 
million persons in 1993-94. The cor¬ 
responding unemploymeni rate would rise 
from about 3.1 per cent in 1990-91 to bet¬ 
ween 5 per cent and 6.6 per cent in 
1993-94. This would be in addition to visi¬ 
ble undenrmploymeni of around four 
million persons. 

A large pan of this unemployment is 
aitrihuiahle to a chronic mismatch bet¬ 
ween the growth of employment and 
labour supply which has nothing to do 
with stabilisation. Even under normal 
circumstances such high levels of un¬ 
employment would call for large-scale 
relief measures. But such measures are 
especially important during a period of 
stabilisation and adjustment for a number 
of reasons. First, it is widely recognised, 
even in numerous official documents 
published by the government," that a 
programme of stabilisation and adjust¬ 
ment has become necessary primarily on 
account of profligate government spen¬ 
ding, imprudent borrowing to finance 
such spending and dysfunctional govern¬ 
ment control over the economy. Whether 
or not the present macro-rolicics and 
reforms succeed in turning around the 
economy in the long run, a reduction in 
growth and extra unemployment on that 
account during the next coup'e of years 
is unavoidable. To now pa.ss on this exir i 
burden of adjustment to the workrorcc 
without significant counter measures 
would clearly be immoral ort the part of 
a government v/hich, by its own admis¬ 
sion, is largely responsible for bringing 
about the current economic crisis. 

This is ail the more so since the lower 
growth associated with the particular 
macro-economic package adopted by the 
government, in particular on excessive 
compression of the fiscal deficif, was not 
necessary. It has been shown elsewhere 
that a higher growth rate, close to past 
trend, could have been maintained 
without much cost l^y way of extra infla¬ 
tion, with a less stringent fiscal deficit 
target.’’ 

Furthermore, quite apart from the 
morality of public policy, the government 
of the day mast also take into account the 
political and social implications of its 
policies. It is arguable that in the short run 
agricultural production is largely deter¬ 
mined by supply side conditions, especial¬ 
ly the weather, .so long as price support 
operations of the government in major 
agnciiltiiral (.ominodilics like fooJgrains, 
oilseeds, cut ton. etc, arc maintained. As 
such, employ nicnt iii the agraiillural vec¬ 
tor IS not likely to Ivc iinich affected by the 
stabilisation piogiainrne. In the non- 
agricultural sector, again, a slow dow-n in 
pioduciion will n. i tn' easily translated in¬ 
to reduced cinployincni in Ihc organised 


sector, partly because jobs are legally pro¬ 
tected and partly because workers in the 
organised sector are themselves quite well 
organised. In any case employment in this 
sector has been virtually static at around 
26 million to 27 million persons, which 
only accounts for 7 per cent of the 
workforce.’-' Even if there is some retren¬ 
chment m this sector, those retrenched are 
likely to find re-employment in the un¬ 
organised sector, thereby displacing other 
aspirants for jobs in that sector. 

The implicctio,'' 's that adverse im¬ 
pact of stabilisation, either in the form of 
reduced employment growth or reduced 
real wages, is likely to be concentrated in 
informal, non-agricultural activities, 
leading to intensified distress among com¬ 
munities already marginalised in the cities 
and towns of India. The situation could 
get much worse if the inflation rate is not 
brought down to a tolerable single digit 
level, or if monsoon failure next year leads 

extra rural unemployment and collapse 
of entitlements in addition to intensified 
urban distress. This is not unlikely since 
India has now had a run of good mon¬ 
soons for several consecutive years. 

Without counter-measuics this could 
lead to increased social tension on a 
scale which would threaten not merely 
economic stability but the entire socio¬ 
political fabric, which is already under 
considerable pressure on account of ethnic 
and religious tensions. This takes us back 
to a proposition introduced at the very 
beginning of the paper, namely, that a 
democratically elected government cannot 
afford to ignore these implications and 
proceed with (he stabilisation programme 
without counter-measures to protect Ihc 
ptror. 

Apari from a better targeted but ade¬ 
quate public distribution system for 
fuodgrains, the other basic counter¬ 
measure is a substantially expanded relief 


employment programme There is a great 
deal'of cynicism, probably even in some 
quarters of (he government, about the 
value of such safety net devices. Frequent 
references are made to the problem of 
leakages, etc. The government would 
therefore do well to examine not only its 
internal, highly positive, evaluation 
reports about these programmes but also 
independent professional analysis of the 
impact of government relief operations 
during the 1987-88 drought. 

While rejecting the Planning Commis¬ 
sion's overly optimistic calculations of 
declining poverty incidence; Minhas, Jain 
and Tendulkar have shown on the basis 
of very careful estimates' that poverty 
incidence in the drought year 1987-88 was 
lower in both rural and urban India as 
compared to the previous observation, 
taken in 1983.'^ Though a severe drought 
year, 1987-88 also happened to be a year 
during which the government released 
about 20 million tonnes of foodgrain 
stocks to keep food prices in check and 
mounted a massive relief employment 
programme, especially in the worst af¬ 
fected states of Gujarat and Rajasthan." 
Analysing, the impact on unemployment 
in that year, Visaria and Minhas (1991) 
have observed; 

the supplementary work opportunities 
created through scarcity relief works have 
more than made up for the adverse im¬ 
pact of even a severe drought of 1987-8g. 
This was despite all the leakages, ineffi¬ 
ciencies and everything else that is inade¬ 
quate about the administration of these 
anti-poverty programmes."' 

What would be the cost of an adequate 
relief employment programme and now 
would the government Finance such 
expenditure in a period of fiscal compres¬ 
sion? In answering this question, it ir 
important to be clear that in the context 
of a poor country without a social security 


rsiiii 4: Pkohokikins by Oaiiy Siaius Cl AS.SUKATIfIN Out to FbKSONS 

l-.MIMOM l> BY UsUAI STATUS Cl ASSII K ,0|(>N IN t.W H Si \-Rl.-SIDI:N<T. CaTKIOIIY 

^_ (Million persons) 


Yci.r 

Employed l>crsons bv Usual Status 

Rural Urban 

Males t-em.ilcs Males Ke'iiialcs 

Total Visible 
Under- 
Employcd 


(I) 

(2) 

(3) 

(4) 

(3) 

I9K.T 

152.7 

904 

47.3 

12.3 

IS.6 


(5.7) 

(5.0) 

(4.1) 

(3.8) 


I987.KH 

160.5 

92.0 

55.0 

14.7 

9.3 


(2.7) 

(2.6) 

(3.7) 

(3.7) 



Si,ie\ It) I ig'iies in pareniheses give the pcKcniige share of uiicinptoyed by ‘daily status* 
i.la\,MtK'aiiun in ihe total number employed by usual status classification in each sex- 
residence category. 

(2) Total number of und'-rcniployed in column 5 has been calculated as Ihe sum of usual 
status employed persons in each category who aie unciiiployed by daily status dassifka- 
lion. i c. the number in each scx-residcnce cell multiplied by Ihe peroeniage given in 
parentheses. 

■Soim e: 'iarvek\hana (Special Number). September 1990, Slaiemenis 22 and 49. 
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system, leKef employmeni is really a 
oountcrpan of unemployment benefits or 
the dole which is distributed in in¬ 
dustrialised countries. However, the pay¬ 
ment of relief is attached to physical 
labour primarily as a filtering device to 
ensure that only those genuinely in search 
of work get the relief. It is not paymen' 
of normal wages for normai cmrioyment 
in productive public works.*' 


TaBI.E S: ViSIBII UNOI-.lirMPl.OVMLNT 
bSTIMATES UNDER AlTERNATIVI. SCENARIOS 

{Million persons) 


1987-88 


9.3 

1988-89 


6.9 

1989-90 


6.0 

1990-91 

Stabilisation 

5.2 

Stabilisation 


with Fiigh 

with ! ow 


Growth 

Growth 

1991-92 

4.7 

4.9 

1992-93 

4.3 

4.6 

1993-94 

3.7 

4.2 


From this perspective we can leave out 
of the reckoning the four million to five 
million persons estimated in the category 
of visible underemployment as persons 
receiving some income and therefore 
relatively less urgently in need of relief. 
Since the number of persons openly 
unemployed are esiimai^ to be around 
18 million to 22 million persons in 1992-93 
and 19 million to 23 million in 1993-94, 
I he programme can be costed for an 
average of 20 million persons in 1992-93 
and 22 million the year after. 

As Rath has pointed out, a recent 
Supreme Court judgment has made it 
necessary to pay statutory minimum 
wages in these government-sponsored 
employment schemes like Jawahar Ro/gar 
Yojna. Sundaram's calculations show that 
the national average of state specific 
minimum wages works out to approxi¬ 
mately Rs 16 per head per day. Assuming 
that this holds good in 1992-93, it would 
be quite beyond reach to provide relief 


Tabei: 6; Miuiiim-Tprm mairoSimui.aikin— Sm I 


Selling for Policy _Rupee T rade Deficii Assumpiion__ 

Variables Continues lu Rise ai Siabilises ai 19^41 Declines ai 20 Per Ceni 



1990-91 Rale (37 Per IjcvcI Exchange Kate 

Per Annum Exchange 


Cent Per A„num) 
Exchange Rale 
Depreciation 5 Per 
Cent Per Annum 

Stable 

1991-92 

Rale Stable 

f - 6.5 

P -- 9.79 

P = 9.79 

P = 9.79 

Pf = 10.00 

Or = 2.78 

Or = 3.48 

Or > 3.86 

Pa ^ 15.00 

V = 573188 

Y = 576753 

Y = 578688 


E = 105350 

E = 106043 

E » 106418 

f = 6.5 

P = 12.89 

P = 12.89 

P = !2.89 

Pf = 15.00 

Qr -- 2.06 

Or = 2.76 

Or » 3.14 

Pa - 20.00 

Y - 585307 

Y 588871 

Y 590806 


E - 107/19 

E = 108412 

1992-93 

E = 108787 

f = 5.0 

P = 8.78 

P = 9.26 

P = 9.51 

Pf = 10.00 

Qr = 1.74 

Or = 2.57 

Or =- 3.03 

Pa = 15.00 

Y - 633488 

Y = 644983 

Y = 651255 


E = 109403 

E = III5I9 

E = 112683 

f = 5.0 

P = 12.19 

P V 12.67 

P - 12.93 

Pf ■r 15.00 

Or - 2.33 

Or = 3.17 

Ol = 3.63 

Pa ■> 20.00 

Y = 670294 

Y - 682149 

Y =■ 688644 


E - H6M7 

h ^ 118.382 

1993-94 

E = 119579 

r - 5.0 

P - 7.22 

P ^ 7.70 

P = 7.98 

Pf - 10.00 

Or - 3.84 

Or = 4.98 

Or - 5.66 

Pa - )5.00 

Y - 703552 

Y « 726766 

V --r 740086 


E = 122436 

E - 126753 

E - 129222 

f = 5.0 

P - 10.91 

P 11.39 

P ^ 11.67 

Pf = 15.00 

Or - 6.42 

Or - 7,56 

Or - 8.23 

Pa » 20.00 

Y - 786455 

Y = 8II4I6 

Y -- 825684 


E - 137887 

F; = 142541 

E 145201 


Notes: Policy yiihables: f: Fiscal deficit lo GDP ratio. Pf: Percentage change in administered 
price of foodgrains, aliernaiively set ai 10 per cent and IS per cent per annum. Pa; Percentage 
change in administered price of industrial products, alternatively set at IS per cent and 
20 per cent per annum. 

Dependent Variables: P: Inflation rate, Qr; Rea! GOP growth rate, Y: Nominal GDP 
(Rs crore), E: Level of central government expenditure (Rs crore). 

Source: National Institute of Public Finance and Policy, 'A Note on Central Government Lv- 
pendiiurc'. Paper presented to ihe Finance Minister. New Delhi, November 1991. 


employmeni for 20 million fterson years 
(each person year being conventionally 
equated to about 276 person days) at the 
rate of Rs 16 per head per day. However, 
if the essential purpose is unemployment 
relief and work is only a filtering dev ice, 
then (he woik can be spread out in order 
lo extend relief to the entire 20 million or 
22 million within a feasible budget white 
still complying with the .Supreme Court 
ruling. 

Thus, if work is offeted to an 
unemployed person on c'.cry alternate day 
for half a day, or lor a quarter ot a day 
every day. covering 20 million persons at 
(he average minimum wage of Rs 16 (cash 
plus food) per head pet full day, thi.s 
would work out to a wage bill of about 
Rs 80 million per day. For a li.U year (his 
implies an annual wage bill of Ks 28.8 
billion. Moreover administrative norms 
specify that at least half of the programme 
cost on these relief employment prograru- 
mes should constitute the wage bill. 
Thercf(*rc. after allowing for the cost of 
programme administration, this implies a 
total cost of Rs St.6 billion in order to 
extend some relief to 20 million un¬ 
employed persons in 1992-93. By 1993-94 
this could gp up to around Rs 60 billion, 
allowing for an additional 2 inillio.i 
unemployed and some upward revision of 
statutory minimum wages or admini¬ 
strative costs. 

For an unemployed family with both 
husband and wife on the relief programme 
this would mean a monthly relief of about 
Rs 240 (cash plus RkkI). This is only a pit¬ 
tance for, .say, an iivcragc I'amily of five. 
But, it could still tip (he balance between 
survival and starvation. I his sounds 
dramatic. But. uiifoiluiiaiely, for un¬ 
employed destitutes that is really what is 
at stake. Though a large pan ol the in¬ 
crease in unemptoymcni ruay occur 
among marginalised urban communities, 
for reasons explained earlier, it is still ad¬ 
visable to conrinc such relii! employment 
programmes to rural aicas. This would 
help to draw such impoverished, margi¬ 
nalised, families away liom a stresslul, 
congested, high lovi luban setting to 
dispersed, low cost, rural areas. 

Filially, ihcic i.s the question of how 
government can finance such .■ large relief 
employment piogiammc during a period 
of stabilisation and public c.\penditure 
compression."' lo pul this quei^i.on in 
proper pcisptviivc. it is important to note 
that the cential guverntnent is alrca iy 
.spending about Rs 28 billion on rural 
employment .schemes (Table 7). Inetelort, 
the problem of financing relates only to 
an additional expenditure of around 
Rs 30 billion in 1992-93, going up to 
about Rs .33 billion in 1993-94 The loi- 
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responding levels of central government 
expenditure, consistent with the announc¬ 
ed fiscal deficit taigets. would be of the 
order of Rs 1,100 billion to Rs 1,200 billion 
in 1992-93 and Rs 1,200 billion to Rs 1,500 
billion in 1993-94 as shown by the projec¬ 
tions in Ikble 6. in other words, though 
the absolute sums of money look large, 
the financing of an enlarged relief employ¬ 
ment programme is really a problem of 
adjustment at the margin, accounting for 
only around 2.S per cent of total central 
government expenditure 
Nevertheless, a sum of Rs 30 to 33 
billion is not negligible even for the 
Indian central government, and it is im¬ 
portant to spell out feasible practical 
measures for financing such expenditure 


within the acceptable governinent expen¬ 
diture limits. Since this is necessarily an 
ex-nn/e exercise for the period 191^-94, the 
feasibility of financing such an expand¬ 
ed relief employment programme is 
demonstrated Itelow with the help of base 
figures for 1991-92. However, it should be 
obvious from the projections shown in 
Table 6 that any switch from an existing 
line of expenditure to an augmented relief 
employment programme, which is feasible 
in terms of the 1991-92 budget, would also 
be feasible duri.sg 1992-93 or 1993-94, 
since the deficit target consistent flows of 
total expenditure will be larger in the later 
years. 

The macro-economic projections in 
Table 6 show the likely levels of inflation. 


growth, nominal GIM^and ccmral govern¬ 
ment expenditure for the thme-year period 

1991- 92 to 1993-94, consistent with an¬ 
nounced Mrgets for the fiscal deficit, ddx 
monetisation, etc, under alternative 
assumptions with regard to administered 
price increases and performance on the 
foreign trade front. It will be evident from 
these projections that even though the 
fiscal deficit target is more stringent for 

1992- 94 at S per cent, as compared to 6.S 
per cent for 1991-92, the total expenditure 
flow is larger. This is partly be«use the 
target ratios apply to a larger nominal 
GDP in the later years and also because 
a larger nominal GDP implies a larger 
flow of government revenue, both together 
supporting a larger flow of government 


Taw £7; Analysis 0 £ exi’fcNUiiuRE—CENTRAi. Buduet; 1989-90 (RE)/1990-9I (RE)/I99I-92(BE) 


Expenditure Groups 

1989-90 

(RE) 

(Rs Crore) 

1990-91 

(RE) 

(Rs Crore) 

Variation in 
1990-91 over 
1989-90 
(Rs Crore) 

Per Cent 
Variation 

1991-92 

(BE) 

(Rs Crore) 

Variation in 
1991-92 over 
1990-91 
(Rs Crore) 

Per Cent 
Variation 

Pari A: Tranafer Paymenta 








1 Interest payments 

17710 

(18.92) 

21850 

(20.48) 

4140 

23.38 

27450 

(24.20) 

5600 

25.63 

O/ which 

t.l Reserve Bank of India 

2962 

(3.16) 

3421 

(3.21) 

459 

15.50 

3994 

(3.52) 

573 

16.75 

1.2 External debt 

1484 

(1.59) 

1809 

(1.70) 

325 

21.90 

2680 

(2.36) 

871 

48.15 

2 Total transfers to staies/UTs 

19427 

(20.76) 

24567 

(23.02) 

5140 

26.46 

25242 

(22.25) 

675 

2.75 

Of which 

2.1 Statutory transfers to states 

7553 

(8.07) 

1IIS5 

(10.45) 

3602 

47.69 

10336 

(9.11) 

-819 

-7.34 

2.2 Other transfers to states/UTs 

11874 

(12.69) 

13412 

(12.57) 

1538 

12.95 

14906 

(13.14) 

1494 

11.14 

3 Total visible subsidies 

10677 

(11.41) 

10621 
(9 95) 

-56 

-0.52 

8895 

(7.84) 

-1726 

-16.25 

Of which 

3.1 Food 

2476 

2450 

-26 

- 1.05 

2600 

150 

6.t2 

3.2 Fertilisers 

4601 

4400 

-201 

-4.37 

4000 

-400 

-9.09 

3.3 Export promotion 

2089 

2700 

611 

29.25 

1224 

- 1476 

-54.67 

3.4 Other subsidies 

1511 

1071 

-440 

- 29.12 

1071 

— 

— 

4 Budgetary support to PSUs 

9688 

(10.35) 

8685 

(8.14) 

- 1003 

10.35 

7487 

(6.60) 

-1198 

-13.79 

Of which 

4.1 Plan investment in core sector 

3114 

4984 

1870 

60.05 

4449 

535 

- 10.73 

Total Ptrt A 

57502 

(61.44) 

65723 

(61.59) 

8221 

I4..30 

69074 
(60 89) 

3351 

+ 5.10 

Part B; Own Departmental Expenditure 

5 Defence expenditure 

14500 

(•5.49) 

15750 

(14.76) 

1250 

8.62 

16350 

(14.42) 

MO 

3.81 

6 Ciencral services 

5921 

(6.33) 

6749 

(6.32) 

828 

13.98 

7232 

(6.33) 

483 

7.16 

7 Siocial services 

4833 

(5.16) 

5318 

(4.98) 

485 

10.04 

6519 

(5.75) 

1201 

22.58 

8 Economic services 

10839 

(11.58) 

13177 

(12.35) 

2338 

21.57 

13997 

(12.39) 

820 

6.22 

Of which 

8.1 Employment programme 

2258 

(2.41) 

2118 

(1.98) 

- 140 

- 6.2 

2771 

(2.44) 

653 

3.08 

Toia! Part B 

36093 

(38.56) 

40994 

(38.41) 

4901 

13.58 

44348 

(39.11) 

3354 

8.98 

Grand Total IPart A -F i*an B| 

93595 

(100.00) 

106717 

(100.00) 

13122 

14.02 

II3422 

(100.00) 

6705 

6.28 


Ato/e; Figurev^in parentheses are percentages to column total. 
Source: Budge't Documents. 
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expenditure. 

The broad allocation of central govern¬ 
ment expenditure in recent years, in¬ 
cluding 1991-92, has been shown in 
Table 7. The total expenditure budget for 
1991-92 is around R$ 1,134 billion whereas 
the projections in Ihble 6 show that under 
alternative scenarios the acceptable level 
of central government expenditure, con¬ 
sistent with a fiscal deficit target of 6.S 
per cent of GDP, could vary from 
Rs 1,054 billion to Rs 1,(^8 billion. Tak¬ 
ing the latter scenario as a closer approx¬ 
imation of actual outcomes on the basis 
of current trends (January 1992), it 
follows that the 1991-92 budget is over¬ 
shooting acceptable expenditure limits by 
about Rs 46 billion. In other words, the 
additional relief employment expenditure 
of 30 to 33 billion rupees can be financed, 
without overshooting the fiscal deficit 
target, only if the existing expenditure 
allocations can be cut down by a total of 
Rs 76 billion to Rs 79 billion, ^me possi¬ 
ble measures towards this end are briefly 
summarised below."* 

(i) Interest Payment is now the largest 
single item of central government exp>tn- 
diture and also the fastest growing item. 
It accounts for almost a quarter of thc 
total expenditure and is growing at atiout 
20 per cent per annum. Containing this 
item of expenditure is crucial. Though 
interest payment is usually regarded as a 
‘committed expenditure’, since it is based 
on past borrowings, some components of 
it can be immediately contained, in par¬ 
ticular central government interest 
payments to Reserve Bank of India, which 
already amounts to almost Rs 40 billion 
and would be even larger next year. 

lb the extent that these receipts are used 
by the Reserve Bank of India to cover its 
foreign exchange risk and the expenses of 
financial services to the government, it 
must be allowed to retain these receipts. 
However, large portions of these receipts 
are in fact pass^ on to the financial in¬ 
stitutions to subsidise their low interest 
lending or to meet other avoidable expen¬ 
ditures. If the government chooses to 
maintain these subsidies, then they must 
be given direaly and transparently instead 
of routing them via the ilnancial sector. 
Meanwhile, since the RBI is owned by the 
government,- a major part of interest 
obligations to the RBI could be offset 
against a notional share in the profits 
from its operations, which the central 
government could legitimately claim.-'" 
For example, reducing the interest rate on 
government debt to RBI from the existing 
average rate of 5.42 per cent to I per cent 
could reduce the interest burden by over 
Rs 30 billion in 1992-93. 

In addition, if Rs 25 billion which the 
government realises this year from the sale 
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of public sector equity, plus similar 
realisations in the next couple of years, are 
utilised to retire existing public debt, this 
would further reduce the interest burden. 
Thus, debt retirement of around Rs 50 
billion by 1992-93 could reduce the 
interest burden in 1992-93 by another Rs 5 
billion, assuming an interest rate of 10 per 
cent on the retired debt. It may be noted 
in this context that realisations from the 
sale of assets should only be utilised to 
reduce liabilities. It would be imprudent 
to use such realisations for financing cur¬ 
rent expenditure. 

(ii) Non-Statutory Transfers to States is 
another large item of transfer payment 
and it has been growing rapidly in recent 
years. There is evidence of some restraint 
on this account in the July 1991 budget. 
This effort should be further con¬ 
solidated. It should be possible to stabilise 
non-staiutory transfers to states at around 
21 per cent of central government revenue, 
without any adverse effect on centrally- 
sponsored schemes of national impor¬ 
tance such as education, health, drinking 
water and the an'i poverty programmes. 
Pruning other centrally-sponsored 
schemes of dubious social or economic 
value could yield a saving of Rs 7 to 8 
billion in the budget for 1992-93. 

(iii) Visible Subsidies have already been 
engaging the attention of government as 
a possible area for reducing expen¬ 
diture.^' Export subsidies have been 
substantially reduced with the withdrawal 
of the CCS. These should not be further 
pruned until tariffs are first rationalised 
in order to rai.se the relative attractiveness 
of exports vis-a-vis import substitution. 
Fertiliser subsidies, which primarily accrue 
to large farmers, should be phased out 
completely in the next two to three years. 
This was never intended as a permanent 
burden on the government, when it was 
first introduced along with the retention 
price scheme in 1977. However, a viable 
scheme for supply of cheap fertiliser to 
small and marginal farmers is yet to be 
worked out. A small quantity of fertilisers 
could be distributed against ration cards, 
similar to the public distribution system 
which is presently operated for food- 
grains. This would blunt much of the 
criticism against raising of fertiliser prices. 
Even if large farmers manage to acquire 
such ration cards, it would cover only a 
marginal proportion of their require¬ 
ments. The rest would have to be purchas¬ 
ed at open market prices, which could be 
set sufficiently high to cover the subsidy 
on rationed fertilisers without a net 
burden on the public exchequer. 

However, a part of the savings realised 
from phasing out the fertiliser subsidy 
may have to be used to not only maintain 
but even expand the public distribution 


system for subsidised foodgrains. This 
programme, along with the social and 
anti-poverty programmes, are essentially 
a part of the safety net which should be 
strengthened during the period of 
austerity under the stabilisation pro¬ 
gramme or course there is much scope 
for better targeting of food subsidies. Self- 
selecting mechanisms, which could be 
operated by releasing only cheaper 
varieties of wheat and rice mainly in 
poorer neighbourhoods, are likely to 
be more effective than regulatory 
mechanisms, based on the exclusion prin¬ 
ciple, which are only likely to add to ad¬ 
ministrative costs. So far as the budget is 
concerned, after making due allowance 
for increased spending on food subsidy, 
the net saving on visible subsidies could 
be around Rs 6 billion. 

(iv) Budgetary Support to Public Sector 
Undertakings have already been trimm¬ 
ed in the July 1991 budget. This process 
must be pursued further. There is no 
reason why, even after protected monopo¬ 
ly of the commanding heights of the 
economy for 40 years, public enterprises 
should continue to depend on the crutch 
of budgetary support. If such support is 
phased out oyer a three-year period, the 
saving on this account in 1992-93 alone 
could be as much as Rs 25 billion. 

(v) Finally, there is the internal depart¬ 
mental expenditure of various central 
government departments. No significant 
economies can be achieved in departmen¬ 
tal expenditure without tackling the pro¬ 
blem of expanding government staff. 
Thus in 1991-92, if the visible expenditure 
of about Rs 160 billion on defence is ex¬ 
cluded, the total internal expenditure of 
all other departments comes to about 
Rs 260 billion. Of this around Rs 110 
billion (44 per cent) was simply the direct 
expenditure on compensation of some 4 
million non-defence employees, up from 
3 million just 10 years ago. There are, in 
addition, various associated expenses r n 
office facilities, utilities, consumption of 
materials, etc, which are known to grow 
in close correlation with the direct expen¬ 
diture on compen.sation of staff. It is not 
surprising, thcrefoie, that in the past 
repeated ‘economy drives', which have 
skirted the heart of the matter, have had 
little impact. 

The tendency to look at the bill of 
employees' compensation as committed 
and inevitable expenditure has to be aban¬ 
doned once and for all. This can be quite 
easily achieved provided a reasonable 
method is found for pruning such expen¬ 
diture without introducing harsh measures 
such as retrenchment or a freeze on wages 
and salaries, etc. One simple measure 
which could yield substantial savings is to 
put a freeze on creation of all new posts 
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and any fresh reauiiment in government 
for a period of three years. Since there is 
a normal retirement rate of around 3 to 

4 per cent per annum, this would 
automatically reduce the size of govern¬ 
ment staff Iv 10 to 15 per cent over a 
period of three years. In 1992-93 alone, 
this could lead to a reduction of well over 
1,00,000 central government employees, 
with a corresponding saving of around Rs 

5 billion in the budget. It is important to 
note that this saving would be achieved 
without either any retrenchment or any 
curbs on the wages, salaries and 
allowances of existing employees.^^ 

The measures summarised above would 
yield a saving of around Rs 79 billion per 
annum in existing lines of spending. This 
would be adequate to meet the re¬ 
quirements of overall expenditure com¬ 
pression plus an expansion of the relief 
employemnt programme to extend relief 
to about 20 million persons per annum for 
(he next two years. Note that no credit has 
been taken so far for any saving in defence 
expenditure: Visible defence expenditure 
was placed at about Rs 160 billion in the 
1991-92 budget. Even a 3 per cent com¬ 
pression of this expenditure in nominal 
terms would yield an additional saving of 
Rs 8 billion in 1992-94. This provides a 
very large buffer against the possibility 
that actual outcomes during the next two 
years will turn out to be mote difficult 
than suggested by the macro projections 
in Thble 6. 

The arithmetic presented here is ob¬ 
viously only one of several possible menus 
for overall expenditure control, combin¬ 
ed with expenditure shifting in favour of 
measures like subsidised food distribution 
and relief employment. Its only purpose 
is to illustrate that it would be perfectly 
feasible to flnanoe a substantial apansion 
of these safety net measures, while com¬ 
pressing oven^l government expenditure 
growth during the period of stabilisation. 
Indeed in a demcKratic polity, where a 
stabilisation programme can only proceed 
on the basis of wide political consensus, 
a visible and substantial expansion of 
relief employment, subsidised food 


distribution and pubUc expenditure on 
health and primary education may even 
be seen as a necessary condition for sus¬ 
taining the programme of stabilisation 
and adjustment. As the state withdraws 
from areas which are best left to the 
market, it must simultaneously eepand its 
reach ftn the protection of civil society in 
those areas where markets ate known to 
fail. 

Notes 

[This is a revised version of a paper presented 
at the Tenth World Congress of the inter¬ 
national Economic Association, Moscow. 
August 1992. The original draft was corniced 
in January 1992, before the 1992-93 budget was 
presented. A part of the research for this paper 
has been rinancially supported by the Asian 
Region Team for Employment Promotion of 
the International Labour Organisation. New 
Delhi. 1 am grateful to Hiianya Mukhopadhyay 
for his help in the preparation of the paper. I 
have also benefited from useful discussions with 
Rai* Chelliah, BS Minhas, Mihir Rakshil and 
Suresh Ibndulkar. However, the author alone 
is responsible for errors and the views 
espres^.j 

1 See Sarvekthgw (Special Number), 
September, 1990. 

2 The NSS surveys of employmeni and 


unemployment colleci data according to 
three different concepts, i e, usual status, 
current weekly status and current daily 
status. Usual status unemployment rigurcs 
conceptually approximate open unemploy¬ 
ment. Cross classification by weekly status 
or daily status of those employed according 
to usual status, as well as between vmekly 
and daily status employmeni, yields 
measures of visible underemployment. For 
further details sec Sarvtkshana (Special 
Number), September 1990. See also Plan¬ 
ning Commission, ‘Employment: Put 
Trends and Prospect for l9Ws' (mimeo). 
New Delhi. May 1990 and Visaria ar^ 
Minhas (1991). 

) For a more detailed discussion of this issue 
see Rakshit (1991). 

4 See National Institute of Public Fiiuincc 
and Policy (1991). The main macro projec¬ 
tions from that exercise have been reproduc¬ 
ed here in labic 6. 

5 A sensitivity analysis to show the variations 
in unemployment levels and rates cor¬ 
responding to a t to per cent deviation 
from (he observed elasticity is reproduced 
in Appendix Ihble A.I. 

6 For the years up to 1989-90, (he population 
estimates have been taken from Visaria and 
Minhas (1991) instead of the Expert Com¬ 
mittee estimates reported in Sarvekshana, 
1990. The former appeared to give a better 
prediction for actual population in 1.991 as 
estimated by the Census. 

T In the document cited earlier the Planning 


Aivenoix Tame A 2: EMPunMfcNT and UNEMPtjovMi-NT PaoictTiONS under 
Alternative Scenarios 
(AU Usual Status LFPR = 42.16 Per Cent) 

(Million persons 


Ifear 


Labour Force Employment Unemployment Unemployment 

Rate (Per Cent) 


Puiel A: Base Scenario 


1987-88 

334 

322 

12 

3.6 

1988-89 

341 

333 

a 

2.4 

1989-90 

348 

339 

9 

2.6 

1990-91 

330 

345 

5 

1.4 


Puiel B: Stabiiiaalion with High 

Growth 


1991-92 

357 

350 

7 

2.0 

1992-93 

365 

354 

II 

3.0 

1993-94 

373 

361 

12 

3.2 


iVnel C: 

Stabiiiaalion with Low Gnw.th 


1991-92 

357 

348 

9 

2.5 

1992-93 

365 

350 

15 

4.1 

1993-94 

373 

355 

18 

4.8 


AHPENoix Table A I: Sensitivity Chech of UNEMPioviwerrr with Respect to Empioyment Elasticity 




Unemploymeni (Million Persons) 






0.31 

Employment Elasticity 
0.34 


0.37 


0.31 

Employment Elasticity 
0.34 


0.37 

1987-88 


12 


12 


12 


3.6 


3.6 


3.6 

I9C.8-8') 


9 


8 


7 


2.6 


2.3 


2.1 

1989 90 


II 


9 


8 


3.2 


2.6 


2.3 

1990 91 


14 


II 


10 


3.9 


3.1 


2.8 


H 

L 

H 

L 

H 

L 

H 

L 

H 

L 

H 

L 

1991-92 

18 

19 

14 

16 

13 

14 

4.9 

5.2 

3.9 

4.4 

3.6 

3.8 

1992 93 

23 

25 

18 

22 

17 

20 

6.2 

6.7 

4.8 

5.9 

4.6 

5.4 

1993-94 

25 

29 

19 

25 

18 

23 

6.6 

7.6 

5.0 

6.6 

4.7 

6.1 


Atesrp; r. olumA subheadings H and L refer to high growth ca.s and low growth case respectively. 
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ConuniKion <199(0 projected Utiud Suuim 
unemploymeM for April 1,1990 by apply¬ 
ing the unemploymeni rale obfcrved for 
1987-88 to the population estimate of 1990, 
arriving at a figure of 13.09 million as 
against our estimate of 8 to 9 million for 
that period, in our view the Planning Com¬ 
mission procedure is incoriect, since it im¬ 
plicitly assumes that labour demand will 
always adjust to maintain a constant ratio 
of unempicyment to populaiion. The figure 
is mentioned only to point out that our pro¬ 
jections of unemployment ara on the con¬ 
servative side as compared to the Planning 
Commission view, incidentaliy. we have 
noteo discrepancies between sortte of the 
numbers which we have either taken or 
estimated from the NSS Survey Report. 
Sarvekshana, 1990. and that in the Plan¬ 
ning Commission document. For example, 
the Usual Principal Status unemployment 
for 1987-88 is shown as 12.43 million in the 
document [Planning Commission 1990, 
p I3|. The corresponding figure in the 
NSS report works out to 11.7 million 
(Sarvekshana, 1990, p 112). are unable 
to locale the source of such discrepancies. 
Our hunch is that the Planning Commis¬ 
sion study may be based on an earlier draft 
of the NSS tenon, which may have been 
checked and revised for the ^nekshana 
publication. 

8 Unempioymem rate is the ratio of All Usual 
Status Unemployed Persons to the total 
labour force 

9 We do not attempt to project the employ¬ 
ment effect beyond IW3-94 as it may 
unrealistic to do so on the basis of 
parameters like the employment elasticity 
and LFPR which may be changing over 
time. 

to See Economic Survey, Oovernment of • 
India, Ministry of Finance, 1991. 

11 The Long Term Fiscal Policy document, the 
Report of the Ninth Finance Commission, 
a report of the Prime Minister’s Economic 
Advisory Council, several Economic 
Surveys and budget speeches in recent years 
have all indicated this. 

12 The growth-inflation trade off between 
alternative fiscal deficit targets has been 
reported in National Institute of Public 
Finance and Policy ()99l). Maintaining the 
trend growth rale of GDP would have con¬ 
tained open um niploymenl at around 14 
million to IS million persons during 1992 
to 1994. 

13 Economic Survey, Government of India, 
Ministry of Finance, 1991. 

14 Sec Minhas, Jsin and Tendulkar (1991). 

15 for on account of how the government con¬ 
ceived, planned and implemented drought 
relief measures in 1987-83 see Economic 
Survey, 1988, Government of India, 
Ministry of Finance. 

16 On this see Ravailion (1991). See also Dieze 
(1990). 

17 If in the process some physical public assets 
get created, so much the belter, but that is 
not their primary aim. This, at any rat^ was 
the original conception behind the introduc¬ 
tion of relief employment in the Famine 
Code of the British colonial government. 
See Mundie (1974). Scr^also Dreze and Sen 
(1989). 


)8 Since the original drafi of this paper wtss 
completed in January 1992, prior to the 
1992-93 budget, the expenditure compres¬ 
sion proposals made here have been il¬ 
lustrated using the Budget Estimates for 
1991-92. A number of measures similar to 
those proposed here have since been in- 
trodu^ in the current budget (1992-93). 
However there has been no corresponding 
increase in the allocation for employment 
programmes. Expenditure on the latter has 
continued to fall in real terms. 

19 For a more detailed discussion of these 
measures, see National institute of Public 
Finance and Polity (1991). 

20 I am indebted to Raja Cheiliah for this 
suggestion. 

21 The reference is to visible subsidies since 
there is a much larger volume of hidden 
subsidies which has so far escaped public 
attention [Mundlc and Rao 1991). 

22 However, certain associated measuics would 
be required by way of abolishing r^undant 
posts, reallocating posts between depart¬ 
ments to provide for those departments 
which genuinely require aponsion, creating 
a suitable machinery to implement this 
reform, etc For details see National 
Institute of Public Finance and Policy 
(1991). 
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The City as Represented in Crowd 
Action: Bombay, 1893 

Jim Maoselos 

What occurred in August 1893 in Bombay was no single riot or riots.- there were a series of confrontations, 
attacks, offensive and defensive actions, arsons, lootings, destructions and movements of people. AH together 
constituted what became known as the Bombay Riots of 1893 and represent an active text, one which functioned 
as subject rather than object. It is the text of the riots, the riots as subject, which this article explores as also 
the behavioural discourses from which they emerged. 


1 

Bombay OcraHion: August 1S93 

EARLY on the afiernoon ot August II, 
1893 a Hindu clerk, Bhayee Sett N 
Bhasker Madhow Sett, set out for home 
from the Bombay Court of Small Causes. 
He was told his usual direct route to 
Nagdevi Street was blocked because of a 
disturbance that had begun around I pm 
at the Jama Masjid. He therefore took a 
roundabout way, by tram to Cirgaum and 
Grant Road and another tram towards 
Pydhoni. At Falkland Road the conduc¬ 
tors told him and other Hindus to leave 
the tram for their own safety. “At that 
time'*, recalling the situation shortly after¬ 
wards, he wrote: 

there was a great commotion, and people 
(Hindoos) were running about in all direc¬ 
tions for safety. A large crowd of 
Mahomedans armed with sticks and 
stones were nearing the spot, belabouring 
most mercilessly all those whom they 
came across.' 

He fled from the tram and took shelter 
in Gosavipura, a narrow ‘galli’ inhabited 
by 'bhaiigis' who were standing on their 
verandas watching what was happening. 
He ran from house to house begging for 
shelter. Eventually two women, Chanda 
and Tara, peeping from their windows, 
gave him sanctuary, and hid him for five 
hours under a charpoy. When around 
1 pm their menfolk came home, “drunk 
and mad with frenzy” they refused to help 
and wanted to kill him: “How is this kafir 
there”; they demanded. Madhow Sett 
begged them at least to let him see his 
family before they killed him. F.ventually 
the two ‘strong young men' were persuad¬ 
ed to help Madhow Sett but then realised 
they could not do much: it was as unsafe 
for them in Hindu areas as it was for 
Madhow Sett in Muslim areas. At this 
point two elderly women came in and sug¬ 
gested he disguise himself as a woman. He 
put on a chudder and aiound g pm all 
four of the women escorted him to the 
house of a Parsi friend in Khetwaddy. His 
Farsi friends who only recognised him 
after he took off his disgui.se in turn gave 
him another gui.se, that of a Parsi. Dress¬ 


ed afresh, he was escorted through the 
streets and finally reached home about 10 
that night. 

The vignette of Madhow Sett’s wander¬ 
ings around Bombay city might well form 
the subject of a picaresque novel, an 
allegory of life’s identity crises as well as 
of the uncertainty of life itself. During his 
odyssey through the streets of Bombay 
Madhow Sett metaphorically changed his 
class and gender, tor say nothing of tak¬ 
ing on two different religions in as many 
hours. He penetrated what were for him 
unknown parts of the city, and explored 
depths that were equally strange. He con¬ 
fronted unexpected and unfamiliar 
behaviour: hostility, aggressive violence as 
well as selfless kindness. Presumably in 
the process he also encountered within 
himself strong, unaccustomed emotions 
as his situation induced fear, panic and 
terror. And he experienced, even if 
momentarily, the sensation of being 
denuded of personality as he was pro- 
gres.sively stripped of all those external 
signs and attributes which expressed his 
identity. 

Apart from its potential interest as plot 
outline for a novel or film. Madhow Sett's 
journeyings are an illuminating element 
in the cluster of occasions which together 
were later referred to as the Bombay Riots 
of 1893- or the Mahomedan and Hindu 
Riots in Bombay, 1893' or, variously per- 
mutated, the 1893 Bombay Hindu-Muslim 
Riots. His adventures are part of the 
event, his responses to the news of the first 
outbreak as much so as were his pleas for 
assistance as he ran in panic from the tram 
in Falkland Road. All were as much part 
of it as were the other actors, those who 
went on the rampage to attack and be at¬ 
tacked, or who watched from the sidelines 
and en ouraged the more active, or those 
who hid or fled. What Madhow Sett saw 
and did may only have been a minor part 
of a more widespread series of incidents, 
but what he saw and did and how he 
responded was a reflection of discursive 
behaviour and practices common to 
others in the city. 

I will return to Madhow Sett later but 
before doing so it might be useful to 


establish an approximate chronology of 
the succession of incidents covered by the 
terminology of the 1893 Riots. The 
chronology is reasonably simple^ On 
August II, after a group of Muslims had 
finished their Friday noon prayers in the 
Jama Masjid they sallied out armed with 
sticks to attack a Hindu temple nearby. 
Police tried to stop them but were 
themselves attacked with tiles and stones; 
eventually they repelled the Muslims and 
forced them back into the mosque. Word 
spread that Hindus and Muslims were 
fighting. In ‘mohollas* and ‘gallis* in 
many parts of the city groups formed, 
marking out spatial parameters of control 
and then setting out to attack individuals, 
other groups, property and holy places. 
There were numerous fights. Police tried 
to stop what was happening and disperse 
the more belligerent and larger groups. 
But no sooner did the police disperse one 
group and force it out of the wider main 
streets into the adjoining narrow alley¬ 
ways characteristic of the Indian sections 
of (he city, then it would reform and again 
go on the offen.sive. As far as the police 
were concerned (he situation rapidly got 
out of control. But of course the reverse 
also applied; control of the various 
mohollas and gallis and quarters of the 
city was now vested in street groups from 
these places. From their vantage points 
various groups in turn contested with one 
another for extended control. In (his 
sense, control had nut disappeared, only 
control exerted by government policing 
forces over the Indian parts of town. Even 
when the military were ordered in a cou¬ 
ple of hours after the spread o( contesta¬ 
tion, they too were at first equally in¬ 
capable of handling the situation. On the 
following day, the Saturday, Hindus, rein¬ 
forced by mill hand.s, went on the offen¬ 
sive against Muslims and (he geographical 
spread of the disturbances increased. By 
Monday, the confrontations had begun to 
diminish and although there was some 
heightening of activity on the Thursday, 
by the Friday following the first outbreak, 
the situation had become reasonably 
peaceful and British law and order 
re-established. 
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'Whai occuncd during the week was far 
more complex than this simplistic outline 
indicates. There was no singto riot or riots, 
there were series of confrontations, at¬ 
tacks, offensives and defensive actions, 
arsons, lootings, destruaions, forays and 
movements of people. Gallis, ‘wadis’, 
mohollas and localities were barricaded 
and closed. All together constituted what 
became known as the Bombay Riots of 
1893 and represent an active text, one 
which functioned as subject rather than 
object. That text emerges out of the 
discursive behaviour and practices, the 
operational discourses in which the people 
of the city were involved and which they 
expressed.’ As text they were acts of 
communication, which like other texts 
consisted of senders, messages/contexts, 
and addressees.* It is the text of the riots, 
the riots as subject, which I will explore 
later as also the behavioural di.scourses 
from which they emerged. But first what 
of riots as object? 

11 

Riot/f'rowvi 88 Documentation 

Bombay’s August 1893 occasion also 
functioned contemporaneously as object. 
Whenever the incidents were agglo¬ 
merated together and given epithets or 
descriptions, whenever abstract nouns 
were used to describe and order the 
incidents, whenever what happened was 
reined into abstractions then the incidents 
were being treated as object rather than 
subject. In doing so, apparent meaning 
and coherence was imposed on what was 
happening, according to the perceptions 
and viewpoints of those who made the 
ascriptions. In turn of course the reifica- 
lions affected subsequent behaviour. The 
August occasion as object became the 
Bombay Riots or whatever other control¬ 
ling abstraction was used and as riot it 
served as explanatory matter, documen¬ 
tation of what had happened. The ter¬ 
minology linked it into other occasions 
and sets of ideas~and engendered a 
variety of connotations outside the 
originating situation and suggested ap¬ 
propriate behaviour as a result of those 
connotations. 

The difference between text and 
documentation is exemplined in Madhow 
Sett’s account: his decision not to take the 
direct route home was because there was 
a ‘riot’ at the Jama Masjid, suggesting 
here a view of the incident as object. ‘Riot’ 
was a distinct and recognisable pheno¬ 
menon which suggested specific kinds of 
behaviour and demanded certain res¬ 
ponses, it predetermined his response. In 
this case he perceived it was unsafe for 
him to go his usual way home, although 
had he been a Muslim hp might well have 


followed his usual route Instead he chose 
to circumnavigate the trouble spot. But 
when Madhow Sett later was told to get 
out of the tram what he encountered and 
what he perceived was not a riot (the event 
as object) but *8 great commotion' (the 
event as subject) and in the situation of 
stress he behaved spontaneously and fled. 
When he encountered what others would 
call riot, situated as he was as participant 
victim he had no need to reify it and even 
later could only describe what he saw in 
terms of the concrete realities of being 
chased by Muslims. When his description 
was later published, it of course became 
part of the documentation itself. 

The spread of information within the 
city during the week or so of the commo¬ 
tions might perhaps also be seen as 
documentation, although a distinction 
might be made between what was trans¬ 
mitted to those who lived in the areas 
where disturbances occurred and what 
was transmitted to those who were trying 
to control the siiuatipn from outside. For 
the inhabitants the information seems to 
have been active, inducing them to con¬ 
crete responses; for the would-bc 
controllers, it was generalised and 
explanatory. 

Although the precise terminology of the 
news or rumours that spread through 
Bombay's streets is unclear from the in¬ 
formation available, there are some 
indications of their tenor. The Jama 
Masjid incident may have been 
represented as an Encounter’ or ‘outbreak’ 
in what spread throughout the city: 
whatever, news of what had happen^ 
“spiead like wildfire throughout the native 
town"? It was enough to spark attacks by 
Muslims against Hindus, rather than 
against the police Nor later even, were the 
police or the army the specific targets of 
the street groups. British forces were at¬ 
tacked only when they tried to stop what 
was happening although antagonism to 
police control was evidenced from time to 
time in cries like ‘police-ko-maro’ 
(‘kill/beat the police’).* 

References to later incidents also hing¬ 
ed around representations of Hindu- 
Muslim confrontation. On Saturday, 12th, 
those Hindu mill hands who had bothered 
to report for work at the mills stayed only 
for a short time because 
Some of the men... who were more 
mischievously inclined, pul the idea into 
the heads of their fellow-workers that the 
Mahomedans had been assaulting their 
co-religionists and desecrating their 
ter.iplcs.'' 

A few minutes later the mill-hands in 
turn went out to attack Muslims and theit 
holy places. Again, later in the week when 
emotions were subsiding, there were a 
number of false alarms provoked by 


news—false—that the opposed religious 
group were about to attack. The cry that 
Muslims were coming sent Hindus living 
in a De Lisle Road colony into panic on 
Friday, ISth."* And on Sunday, 20ih, a 
‘ghati’ Hindu ran through the Hindu part 
of Pydhoni from Chunam Kiln Road 
shouting that the Muslims had renewed 
their attack and were coming to plunder 
Hindu houses in the locality." 

Such instances of phrasing characterise 
a specific kind of event: they describe a 
particular action, the imminent arrival pf 
a group or groups of people distinguished 
by their religion, and ipso facto by their 
hostility, an hostility necessarily express¬ 
ed in physically violent and destructive 
terms. In this sense ‘news’ and rumour 
operated as an ordering mechanism of 
reality; they established stereotypes of 
behaviour, preferred explanations of what 
was happening and, by implication, sug¬ 
gested the responses necessary for sur¬ 
vival, .safety or immediate action. The 
extent of abstraction in such news may 
have been basic and simple, but it did 
define a situation and render it intelligi¬ 
ble and it did so on the basis of religious 
separation and on how such separation 
manifested itself in the social and urban 
environment. News and rumours con¬ 
stitute then part of the documentation of 
the 1893 occasion. 

Concijfrently documentation about the 
riots was being generated within the 
Indian owned press and in pamphlets and 
broadsheets. The newspapers, representing 
educated and middle cla.ss attitudes, 
deplored what had happened as ‘a 
disgrace’ to the city;'* the riots were 
the result of religious hatred and 
fanaticism;" they had occurred because 
the authorities had not taken sufficient 
precautions, even though there was suffi¬ 
cient warning as to the disturbed state of 
people’s emotions.'* The concern in the 
reports was with causes, and wiih why 
hostility had built up in the way it had 
rather than in confronting the issue of 
street activity and violence except as an 
expression of religious feelings. The 
papers tried to account for what had hap¬ 
pened by the impact of the recent Prabas 
Patan Riots in Junagadh or the rise uf the 
Cow Protection movement in Bombay or 
Muslim responses in Bombay to these 
incidents. In any case, the trend of press 
explanations was that communal tensions 
within the cily had been exacerbated by 
the influence of external events and inter¬ 
nal urban cestKinses and that these had the 
effect of dividing the city along religious 
lines and exacerbating divisions and 
tensions. 

The tenor of at least one of the pam¬ 
phlets, ‘The Dreadful Bombay Riots' 
('Mumbeim a thaelum bhavankcr hoolad') 
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was strikingly difTerent. Published for the 
Cow Protection Society on August 24 only 
13 days after the first outbreak, the 
Gujarati pamphlet contained verses prais¬ 
ing the actions of (Marathi) camaiccs and 
ghatis for what they had done; the riots 
were not riots but brave fights undertaken 
by Shivaji's warriors; the participants not 
rioters but soldiers who had fought like 
men. 

Heroes! ye washed your bodies with blood 
and rctreat|cd| not: 

Yc broke through files of rifles. Bravo, 
Valiant men, ye were not daunted, ye 
wearied the enemy out; 

Victory ye got forthwith, Bravo. 

With manly rage ye gave them a good 
drubbing; 

Forthwith Boated rumours of riot, Bravo. 
Ye be relics of Peshwai. fortunate descen¬ 
dants of Shri Shivaji; 

Yc be no women, aya, ye are men, Bravo. 
God grant you success, night and day may 
He keep yc happy; 

F'ight again in your country's good, 
Brava” 

After the first 300 copies were printed 
the last line was altered. “Fight again" was 
replaced by “Don't be daunted” and the 
text became less, but only slightly less, 
hostile in the following 7,000 or so copies. 
In either case the events were objectified 
and the camatis and ghatis made into 
heroes. Heroes had manly qualities and 
were warriors fighting battles. The author 
sought to legitimate their role historical¬ 
ly by linking them to the Maratha armies 
and to Shivaji and in later verses (about 
the rise of the cow protection movement) 
with the defence of religious attributes— 
the cow. Although the pamphlet in its title 
classified the riots as dreadful, the 
privileging of the Hindu participants as 
warriors removed the stigma of riot from 
them and gave the August incidents a dif¬ 
ferent frame of reference, it interpreted the 
incidents and rationalised Hindu par¬ 
ticipation in heroic terms rather than 
explained them in thc context of group 
violence and the creation of emotional 
states of religious separatism in the way 
that the Indian owned press had done. 
Though the role of British soldiers figure 
obliquely in the quotation, they are merely 
another obstacle which the brave Maratha 
heroes overcome rather than being 
typified as opponents representing a 
dominant alien overlord. There is some 
nascent nationalism in the poem, some 
post facto combining of national good 
with religious antithesis, but it is hard, 
without special pleading, to read into it 
much that constructs subaltern opposition. 

While the courts ruled that the pam¬ 
phlet incited ghatis and camatis to riot 
and punished ihe author and publishers 
accordingly," ihe pamphlet clearly pro¬ 
voked Muslims. When (7a sum Khamisa, 


dealer in charcoal from Khoisa Moholla, 
read the pamphlet aloud to 20 or 30 
people in a local cornerside coffee shop 
they accepted those parts which urged 
Hindus and Muslims to live in harmony 
but ‘got excited' when they heard the 
passages quoted above: in reading out the 
poem, Cassum wanted, as he said “to 
show them what was written against the 
Mussulmans. I got excited too!'” 

Such documentation as is accessible 
from street participants thus viewed the 
events largely in terms of religious separa¬ 
tion and of group attacks and contain 
relatively little complex analysis. Was the 
same the case with the British in their 
handling of the situation? When the com¬ 
missioner of police realised the police were 
unable to control the situation, he sent a 
verbal message to the brigadier-general 
commanding Bombay district asking for 
military assistance since there was “a 
fracas between Hindus and Mahomedans, 
which had increased to such proportions 
as to be beyond the power of the police 
to quell".'* When thif military arrived on 
the scene and were involved in law and 
order operations he described what they 
encountered as variously incited natives', 
a ‘Hindu mob*, ‘Mahomedan fanatics', 
‘crowds of rioters’, ‘disturbances', ‘riots’, 
‘small parties of badmashes’, and 
•rioting’.'* 

The acting commissioner of police in 
his report on the ‘late Musalman and 
Hindu religious riots’" attributed them 
to the growth of feeling in the city follow- 
ing the Junagadh riots and the organisa¬ 
tion of meetings and bodies in Bombay 
to support the Hindu victims. He accepted 
that religious tension had intensified in the 
preceding days and weeks and he had even 
expected riots to break out on the night 
before it did. Accordingly, he stationed 
police on the night of August 10 in 
localities likely to be tense so as to pre¬ 
vent or at least dampen any outbreaks. 
Though nothing happened on the night 
of the lOth or early in the morning on the 
llth, a confrontation did occur, as we 
have seen, later in the day which neither 
he nor his forces were able to quell and 
it was followed almost immediately by- 
other incidents elsewhere. For Vincent all 
the initial incidents were riots caused by 
“infuriated mobs of Musalmans''*' 
though mobs of Hindus rapidly formed 
and retaliated, in addition, he commented 
(hat fanatical as the outbreak was in its 
origin” it quickly assumed other charac¬ 
teristics when “that low and disreputable 
portion of (he population commonly 
known as budmashis" took to the streets 
and robbed people and plundered 
shops.-- Apart from the budmashes his 
picture of the riots is otherwise one which 
empha.siscs religious antagonism breaking 
out IP the form of excited mobs, crowds 


(A- rioters: it is a view of the croii^ as ma 
and frenzied except when it was a crowd 
of criminals looting for their own benefit. 
He did however perceive that the out¬ 
breaks occurred in different parts of (he 
town at different times and that the 
‘mobs’ came from clearly defined sectors 
of the city. For Vincent the action that 
necessarily followed from his reading of 
Ihe riots was clear: 
the only argument which it was possible 
to apply to the illiterate classes of that city 
Bombay or of any other city in such an 
emergency as (hat—the only effective 
argument was (he argument of foK-e, not 
force directed against theni, but the bear¬ 
ing in upon them of the conviction that 
an adequate force existed to protect them 
and suppress aggression on their part 
against others or aggresuon of others 
against them.*' 

In their documentation of Ihe event as 
Hindu-Muslim riots, the police and the 
military thur had views approximately 
similar to those of people at the street level 
about what had happened or was happen¬ 
ing. excepting that the British gave a high 
profile to (hr activities of the budmashes. 
There was like convergence in accepting 
the distinguishing mark of religion and 
the contestation between street groups and 
the attacks on people and property. Like 
those on the streets, the British authorities 
responded off ihc cuff to the various 
situations as they exploded but while 
people on the street responded to ensure 
their own safety, the Uriti.sh did so to fulfil 
their (ask of preventing conflict, and stop 
the destruction of life and property. 

Bombay's British authorities moreover 
enhanced what they had done by docu¬ 
menting it in terms of opposing and paci¬ 
fying mad and frenzied mobs and con¬ 
fronting criminal elements who plundered 
members of both religions indiscriminate¬ 
ly. Such attitudes of course parallel con¬ 
temporary upper class British attitudes to 
crowd/riot situations in England but they 
may also have .served an orientalist pur¬ 
pose in separating India from Europe, in 
obfuscating and reducing Indian religions 
by discerning a passionate and alien in¬ 
tensity in Indian devotees. There may well 
be a sub-text in such statements centring 
around connotations of difference, 
chasms of unintelligibility exemplified in 
the passions of Indian religions. Thus 
Vincent saw the outbreak of riots as a 
response to Hindu pro.sclytisation: those 
who furthered Hindu propaganda and 
preaching “were dealing with dangerous 
ideas and combustible classes—a child’s 
hand could put a match into a powder 
magazine which might blow the city to 
pieces”.-■* 

The governor of Bombay however 
adopted a somewhat different approach 
when he addressed the legislative council 
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I on the Saturday, the day immediately 
following the first outbieaks. He mention¬ 
ed neither Hindus nor Muslims specifical¬ 
ly though he did refer to ‘excited passions'. 
Whai he emphasised was that the ‘riots' 
and ‘mobs' had seiiously hampered the 
civil power and prevented it from main¬ 
taining law and order. But he characteris¬ 
ed what was taking place in Bombay not 
as Hindu-Muslim riots but as a ‘very 
deplorable agitation', a ‘dangerous agita¬ 
tion'. He called on the leaders of the com¬ 
munities concerned to “di.ssuade their co¬ 
religionists from further acts of violence”, 
thus expressing a political view of power 
relationships in the city’s localities and 
mohollas and of the influence of locality 
leadership in affecting what was happen¬ 
ing.'' For him the riots were less mad 
rampages and more attacks on British 
authority, more agitations than riots His 
reading of the street situation engendered 
a response which did not deny the quell¬ 
ing role of the police and army but which 
looked to political solutions through the 
use of locality leaders. 

Fafliei, during the outbreaks some 
locality leaders had imposed order on 
their mohollas; the two leaders of Kholsa 
Moholla. Haji Cassum Mitha and Ibtaim 
Patcll, called the inhabitants of the 
moholla together and persuaded them not 
to participate;* similar action by locality 
leaders kept the Sidis out of the riots as 
well.-' But by the time community 
leaders in resjionsc to governor Harris’s 
appeal were brought together at a meeting 
in Bombay, by Tuesday 15th, the out¬ 
breaks had subsided and the role assign¬ 
ed them was that of dampening and 
smoothing the ill-feelings that inevitably 
lingered.* In the event, all the meeting 
could agree to do was to prepare a multi¬ 
lingual handbill to distribute throughout 
the city .is a means of allaying fears and 
ill-will. Harris’s strategy did not bear fruit 
till much later when a series of inter¬ 
community parades were organised 
through different parts of the city in the 
week beginning September II.* Par¬ 
ticipation was enthusiastic in what became 
virtually a new kind of political festival 
for the city, a quasi-Mohuirum or 
Ganapati parade, with placards, banners, 
bands and the like. But after the fourth 
such parade the police wanted to stop 
them. Vjnwnt told the would-be organisers 
of a Tifth parade from Chindy Bazaar 
scheduled for September 17 that the 
parades caused the police great fatigue 
and trouble. So the parade became instead 
a ‘bethek’ and ‘majlis’.” As the deputy 
commissioner of police admitted a month 
later, “he had not much faith in those 
demonstrations (i e, the peace mar- 
ches|’’.^' The different documenta¬ 
tion from the riots evidenced in the police 
and the gomnor’s redetions had thus 
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found different expressions in the 
measures adopted. 

While the governor in his legislative 
council speech had favoured more the 
agitational rather than the frenzy reading 
of the riots, the English language press of 
the city took a line which accepted both 
views and articulated a further sub-text 
even more alarmist in tone. As with the 
police account, the English press assign¬ 
ed the riots a lineage, highlighting less cow 
protection and the response to the 
Junagadh riots and more a lineage with 
earlier riots in the city, those of 1874 and 
1851. There were al.vo the by now familiar 
references to mobs and crowds and to ruf¬ 
fians and budmashes, to bigots and 
fanatics, although the tone of both the 
Bombay Gazette and The Times of India 
was in general surprisingly less emotional 
than the police and military accounts in 
the use of epithets. Both papers attemp¬ 
ted to give detailed and accurate accounts 
of what was happening in the various 
parts of the city though neither could 
resist the temptation (o be vituperative. In 
one or two instances both also placed the 
riots in the context of opposition to British 
rule: the Bombay Gazette interpreted 
the riots as a ’mutiny’” and The times 
of India an ’uprising’. ” in so doing, they 
placed the riots in the context of chal¬ 
lenges to British rule, thus privileging the 
authorities' loss of control of parts of the 
city over the civil attacks of one Indian 
group on another. .Hence thdr accounts 
are also the story of the re-establishment 
of British control, and while detailing 
events at the street level they do so to 
highlight the bravery and assurance of 
British responses. The final comment on 
this approach to the riots as the exercise 
of British confidence and bravery is to be 
found a little later in news of a composi¬ 
tion by the band master of the Sth 
Bombay Light Infantry dedicated to Col¬ 
onel Scott and his men who had ‘quelled’ 
the riots. C G Briggs’ compo.sition. 
‘Bombay Riots Gallop', represented the in¬ 
cidents as the ringing of temple bells, the 
beating of drums, the shouting of the rab¬ 
ble, the rattling of slicks, the attack, and 
finally the funeral chants of both sects 
and the carrying away of the dead.” 

In general then the various documen¬ 
tations of the August incidents proffered 
variant readings of what had happened 
largely according to the situation of those 
who created the documentation. If the 
riots may be seen as text involving sender, 
message and addressee, then the message 
as received and interpreted by the ad¬ 
dressee and as reproduced in the docu¬ 
mentation was ambiguous, varying accor¬ 
ding to the addressee and the addressee’s 
predispositioas. What was common in the 
reification of 1893 street level realities in 
the documentation was firstly the creation 


of abstracted categories of participants 
and secondly their interaction. But while 
street level documentation assigned 
primacy to the Hindu-Muslini interaction, 
British documentation focused on the 
quelling role of British forces. 

The incidents were presented as 
moments of confrontation, as points of 
opposition, though who and what was 
confronted varied according to the ad¬ 
dressee. Common also was the generalis¬ 
ing of social reality: those who were doing 
the confronting Were abstracted into either 
a religious category (Hindus or Muslims), 
a criminal category (budmashes), or ‘mad’ 
groups (ruffians, mobs, fanatics)—or all 
three at the one time. On the basis of such 
categorisation, policies and actions ensued 
which in their turn affected behaviour and 
the outcome of the situation. In this way 
documentation and text were interweav- 
ed; the ways in which the riots as object 
were perceived had consequences for how 
the riots as subject, as text, proceeded. 
Thus the documentation of the 1893 
Bombay riots reified street level realities 
and itself became part of the event. There 
is however a further order of abstraction. 
Viewed from more distant time perspec¬ 
tives the originating text, as well as the 
documentation and the interactions bet¬ 
ween them, become themselves docu¬ 
ments, objeds available for interpretation 
by historians and other observers. 

Ill 

Crowd/Riot aa Document 

Moving from text to documentation 
and on to document, a tertiary level of 
response to the original event emerges. 
Seen as document the crowd/riot has been 
studied in numerous historiographies, 
placed into methodological contexts, 
ideological frameworks and the like. There 
is a vast literature, theoretical and specific; 
on crowds and riots.” But little attention 
has been devoted to Bombay’s 1893 occa¬ 
sion. It achieves passing reference in 
general 19th century Indian histories and 
it attains signification and significance 
usually by being placed in contexts exter¬ 
nal to the city. Generally it is featured as 
one in a chain of communal riots that 
spread around the subcontinent in 1893 
and as such is awarded a place in the 
genealogy of communalism. 

For Sumit Sarkar, the Bombay riots did 
not occur as a result of economic 
grievances but in response to ct»w protK- 
tion movements; it was one of many riots 
over a number of years which showed the 
emergence of a ’mass<dimension’ in com¬ 
munalism and separatist ideology.” For 
J R McLane, the significance of the riots 
lay in the way in which the city was linked 
into developments elsewhere in India: in 
particular, he focuses on the all India 
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spread of the cow protection movement, 
its location in Bombay and "the growing 
sensitivity of local communal politics to 
violent developments in remote parts of 
the country”.” That Bombay had a long 
record of responses to events outside the 
city does not figure in his account. 

In a more extended treatment of the 
riots as document. S B Upadhyay argues 
that the riots displayed communal senti¬ 
ment. that cow protection propaganda 
and communal speeches and counter¬ 
speeches played on religious sentiments 
and led to a major conflagration. But the 
creation and expression of communal sen¬ 
timent as displayed in the riot killings, 
lootings and desecration of holy places 
did not lead to the development of long¬ 
term communal consciousness. He con¬ 
cludes that 

though a variety of motives went into the 
making of the riots, the lines between ’we’ 
and ‘they’ were drawn along communal 
lines. All the other motives and identities 
tended to get dissolved into communal 
identities at that point of time. Caste, 
class, occupation and region were subor¬ 
dinated to the communal identity.’* 

The view of the riots as document while 
placing them into a somewhat different 
conceptual framework largely le-confirms 
the view of the primacy of separation of 
communities and relates them to a hyper- 
charged emotional atmosphere. Such a 
view is not all that different from that con¬ 
veyed in the riot as documentation though 
the tone and purpose of the findings may 
differ between contemporary documenta¬ 
tion and subsequent document analysis. 
They are also fitted into two strands of 
an inter-connected discourse: the creation 
and spread of the idea of cow protection 
and the rise of communalism. 

rv 

Kiol/Crowd as lext 

Is there then anything more to be said 
of the riots? Is anything more to be drawn 
from the picture of Madhow Sett, 
sweating for five hours under the charpoy 
in the swcepei’s house’ Has everything 
been said about his experiences when we 
say he was a Hindu in a Maslim area dur¬ 
ing the riots? Perhaps now it might be 
useful to return to the first level of the 
analytical structure proposed early in this 
paficr, to ti’e riot/crowd as subject, the 
riot/crowd as text, and to the multiplicity 
of events that made up the 1893 riot.s. It 
might also be useful to ask again the ques¬ 
tion as to whether the text, when seen as 
a composite of message, render and ad¬ 
dressee, has been adequately covered in 
the literature oii the riots. 

That there wt-ts confrontation between 
Muslims anti Miodus it clear and that in 


the wrong circumstances and places being 
a Muslim could be as deadly as was the 
reverse situation. Thus 
an inoffensive man, whose appearance did 
not denote what his race or religion might 
be, when walking along the sireei, was ac¬ 
costed by two Hindus, apparently coolies, 
who came out of a chawl close by and 
asked whether he was a Hindu or a 
Mussulman. He answered with fatal 
frankness he was a Mussulman... scores 
of Hindus at once rushed out of the 
chawl, and setting upon the old man, beat 
him to death.” 

Clearly the riots marked out a primary 
social separation based upon religion. In 
the context of the riots the addressee con¬ 
stituted the other, another stereotyped 
only by religion. For example, all the com¬ 
plex elements that went into making 
Madhow Sett the person he wa.s were as 
nothing in the context of the disturbances; 
it wa.s his religion that was the critical and 
determining element. He was chased from 
the tram because he was a Hindu, the 
people in CosavipuraJLane refused to give 
him shelter because he was a Hindu. Why 
the two women finally sheltered him is 
unclear but presumably they did so when 
they came to perceive him not as a stereo¬ 
type Hindu but as a person pleading for 
life When their husbands returned home 
they wanted to kill him because he was a 
‘kafir’, a Hindu, and only when he forced 
on them the realisation that he was a per¬ 
son, that he was husband and father, did 
they stop seeing him as Hindu and object 
of attack, as other, and agreed to help 
him. He thus moved out of the message 
context which the disturbances had 
established and was assigned a different 
role; not of personified religion but as in¬ 
dividual and as such not an addre.ssee. Of 
course when Madhow Sett stepped out of 
the house, he stepped back into the 
signification established by the riots and 
therefore adopted the identity of Muslim 
and woman. Under that blanket he was 
secure until he reached his l^rsi friends 
and was able to adopt other signs, that of 
being a Farsi, that were neutral to both 
Hindus and Muslims. 

Numerous instances during the riots 
when members of one religion .protected 
those of the other religion might also be 
read similarly, though there arc few 
instances where the protectors were as in- 
novat- 'c in creating disguises as were 
Madhow Sett’s champions. In the Jackeria 
Street Muslim locality numerous Hindus 
were sheltered and finally rescued by 
British forces on the Sunday. A Muslim 
had protected his “old and faithful ser¬ 
vant”; an old Mu.slim lady likewise 
sheltered “a Hindoo couple (who) had 
been her tenants and friends for years”,*’ 
and so the incidents might be multiplied. 
Kholsa Moholla which had been restrain¬ 


ed by its leaders from participating 
boasted that theirs was the only moholla 
during the riots which had protected 
Hindu inhabitants and had even permit¬ 
ted Hindu merchants to continue 
trading.^' In such instances the 
stereotyped Hindu disappeared as the ob¬ 
ject of attack and was replaced by a 
known person, a victim who needed help. 

If during the riots the opponent was 
invariably characterised by otherness of 
religion and a violent message of an¬ 
tagonism conveyed to them, does it follow 
that the group sending the message was 
equally mono-characteristic in its com¬ 
position and drive? On the one hand, the 
groups that attacked did so as Muslims 
and Hindus; they signified their member¬ 
ship not only by the common dress they 
wore, but more clearly by their cries: 
Muslim shouts included “Din Din”,*’ 
and Hindu slogans like “Victory of 
Hanuman the Strung” and “Victory to 
Hanuman" (“Jai Hanooman Bali Kee” 
and “Jai Barjang”).** In .some cases they 
carried banneis or flags by which they 
identified themselves; one of the mill hand 
groups in its trek through the city foliosved 
a waving banner at its head made from 
Banares sarecs.** All of these elements 
support a single axis of identification and 
suggest the groups were as stereotypical- 
ly mono religious as were their opponents. 
They support the view that the message 
was clearly that of religious separation 
and that addressee and sender were op¬ 
posites, that the only axis of separation 
was religious polarity. 

On the other hand, the social structur¬ 
ing of the various groups as they rampag¬ 
ed their way around the city suggests 
membership that did not derive from a 
iiniversalised religion but rather from 
membership of specific localities or oc¬ 
cupational conglomerates. Religious iden- 
tificaiion prvided an umbrella under 
which diverse groups gathcnKl but the 
coming together of those groups was 
based upon other factors. Negatively this 
IS demonstrated by the wav in which some 
localities chose consciously to remain out 
of the riots and enfort'ed that order on 
their members. Positively it is demon¬ 
strated in the way in which groups sallied 
forth from their mohollas and wadis, 
defended them when under attack, and 
operated as a locality unit There is thus 
a connection between the social organisa¬ 
tion of space as expressed in little com¬ 
munities in localities and the form of the 
riots. There is a spatial element that the 
documentation and the riots as document 
tend to ignore. 

That territory was important in the 
form of the riot was evident from the time 
when it began. The Bombay Gazelle con¬ 
tains accounts of territoriality; on the 
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Friday, various areas ‘*««re taken posses¬ 
sion of by fierce gangs of Hindus and 
Mahomedans" and again 
organised bands of rioters holding the cor¬ 
ners of lanes and streets, and issuing forth 
at short intervals, attacking with stones 
and sticks [with] individuals forming 
defensive gangs holding the corners of 
other lanes, and others flying before their 
assailants/’ 

in cross-lanes near Falkland Road at 
the Jugjivan Keeka Street and Duncan 
Road junction, rival Muslim and Hindu 
talimwallas “gathered at the entrance of 
their respective lanes and kept up a series 
of assaults one upon the other at inter¬ 
vals, beating and being beaten back by 
their adversaries!’* 

In other parts, a reverse process 
operated; thousands of people watched 
from footpaths, windows and rooftops in 
the Null and Bhendy Bazaar areas urging 
the gangs on to more energetic activity/^ 
Much of the rioting was done by coherent 
groups of men. attacking unsuspecting 
passers-by. or else making forays into rival 
territory to attack property oi people or 
both. In some places the forays were so 
successful (as one by Muslims into a street 
of Hindu shopkeepers), that the Hindus 
were besieged and locked themselves into 
their shops, losing control of their ter¬ 
ritory.* t:sscntlally the forays drew upon 
the same kind of territorial base as was 
displayed in various religious and other 
festivals, insofar as the groups were often 
or usually reflections of neighbourhoods 
and used them as bases from which to 
make their sallies. At the same lime such 
groups were joined together in participa¬ 
tion in an overall event, the riot, in this 
sense their attacks on rival symbols and 
incursions into rival territories were not 
dissimilar to the structures of opposition 
long established in the Mohurrum con¬ 
frontations between moholla tabuts or 
even the slightly le.ss articulated offensive 
actions in the days of Holi. 

it is perhaps stressing the obvious to 
point out that the territorial implications 
were quickly realised by the populations 
living in the riot areas: the home territory 
was more likely to be safe than not; at¬ 
tacking groups when themselves attacked 
retreated into the safety of their .street 
neighbourhoods. The logical extension of 
the view was the way in which members 
of the minority religion of a neigh¬ 
bourhood tried to move to places where 
their co-religionists were in a majority. 
Hindu shopkeepers in the Pydhoni area 
after their shops were looted during the 
riot, sought police escorts to safer ter¬ 
ritory. Muslims abandoned their houses 
in the northern and other Hindu 
dominated parts to .seek the safety of 
Muslim areatf. For some Hindus the giv¬ 
ing up of accustomed territory even went 


so far as migration out of the city. In the 
week after the riots broke out large 
numbers of people left the city, so many 
that the trains could not handle them all. 
The estimated number for Wednesday’s 
migration was put at around 10,000.^ 

Though the police and military were 
often involved during the riots in 
triangular confrontations with both 
Hindus and Muslims the riots did not 
move out of the Indian part of the Ibwn, 
but affected the rest of the city by effec¬ 
tively cutting its main north-south arteries 
on the eastern side. Like the festivals, the 
1893 riots remained within a general area 
which ignored the city as a construct of 
the Raj. What was happening around the 
bazaars and .street corners was what was 
critical, the re.st of the city was irrelevant 
and it was almost as if it did not exist. 

Thus at least part of the message of 
the riots was a spatial one. The riots look 
place in areas outside the European sec¬ 
tor of the city and in areas where British 
control and presence had always been 
limited. They demarcated the Indian from 
the European parts of town. In addition 
the riots demarcated areas of control of 
the two ieligion.s, the predominant Hindu 
and Muslim areas. The forays into rival 
territory merely highlight the distinction. 
In some cases the forays became acts of 
conquest which gained territory. Geo¬ 
graphically, confrontations occurred in the 
forays into rival territory, they also took 
place at points of intersection between 
rival territories at the margins where 
distinctions blurred. It was at such points 
that individuals were often attacked, when 
walking along main thoroughfares, in ter¬ 
ritories that were as much theirs as of the 
opponent religion. Similarly individuals 
of a minority religion living in a locality 
were attacked by groups from the majority 
religion but groups that originated outside 
their locality; minority members were 
often defended or hidden by locality co¬ 
dwellers. even though they were of oppos¬ 
ed religion. 

Thus while the 1893 riots have a 
religious pronie, they are to be understood 
in terms of group location. They drew on 
established practices, on modes of city 
behaviour developed in festivals and 
crowd occasions and they expressed locali¬ 
ty social cohesion and identity. Put dif¬ 
ferently. when the riots broke out and 
people came onto the streets in the name 
of religion they did so in terms of those 
underlying patterns of group organisation 
and group activity which already existed 
in the behavioural discourse of the locality 
and of the other localities that collective¬ 
ly made up the city. They did so even when 
religion was not the criterion of distinc¬ 
tion. the criterion of otherness. When, for 
example, politics was the issue as was the 
case with the Princre of Wales visit in early 


1920s, the organisation of the riot, the 
ground plan to which it adhered was the 
same mind set, the same return to 
behavioural practice in terms of group ac¬ 
tion as had been manifested in the 1893 
riots. But then the target was not the op¬ 
posed religion but the British ruler. In this 
and in many other instances, locality 
organisation, the public practice of 
festivals and crowd customary behavioour 
conjoined in creating a behavioural 
discourse personified in the spatial 
parameters and kinds of group action of 
the riot. 

Thus various crowd/riot aggressions 
had structurally similar underlays, and 
reflected the same behavioural discourse 
even if the determinant is.sue which deFin- 
ed the addressee differed from occasion 
to occasion. Other and otherness were dif¬ 
ferent according to the issue in various 
riots, but the social entities activated were 
similar in how the aggression was struc¬ 
tured if not in the specifics of the attack 
or its degree of violence. Action was much 
the same but the other differed. 

Notes 

(This paper was presented in a panel. 'Represen¬ 
ting Siocial ‘Realities’; Action and Hehaviour as 
Text* at the Asian Studies Association of 
Australia Biennial Conference at Oriffith 
Universiiy in 1990. Most of the research for the 
paper was done in the late 1970s and early I9fl0is 
as pan of a largei project on ihe history of 
urban group behaviour in Bombay, and was 
then funded by an ARC grant.) 
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SUPPLEMENTARY FOODS (INDIA), which 
is engaged in manufacture of refined iodised 
salt for the consumer market and refined salt 
for industrial production, has started commer¬ 
cial production. The company has set up at 
Ihrapur a salt refinety-cum-iodising unit with 
an installed capacity of 18,000 tonnes per an¬ 
num. The company has plans to expand pro¬ 
duction from 18,000 tonnes to 44,000 tonnes 
per annum at a total cost of Rs 4.80 crotc. The 
project has been appraised by SICOM. The 
company has a low break-even point of 2S.2 
per cent. Accoiding to the manning director, 
Ajit Kumar, the company plans to further in¬ 
crease the capacity to three lakh tonnes in a 
phased manner. The company would be first 
to manufacture value-added garlic, onion and 
ginger salt, besides salt fortified with calcium 
and iron. The company has installed a state- 
of-the-art packaging unit and the salt is pro¬ 
cessed. refined and packed in consumer packs 
automatically untouched by human hands. The 
company is launching its refined and iodised 
salt in consumer packs under the brand name 
of ‘Zaika’. 

India produces about 100 lakh tonnes of 
solar salt per annum. However, the share of 
lefined salt is 3 lakh tonnes, the main producers 
being Hita piemicals and DCW Home Pro¬ 
ducts. Ti.t capacity of DCW is 90,000 tonnes 
per annum and that of Ihia Chemicals about 
l.S lakh tonnes per annum. Awareness of the 
s'lperiprity of purified iodised salt is fast pick¬ 
ing up. Pricewise there is not much difference 
between consumer packs of non-refined salt 
and renned salt. Sale of iodised salt is being 
made compulsory. However, merely iodising 
does not add to hygiene. Small dirt and 
moistute in non-refined salt can destroy its 
iodine content. Estimated availability per an- 
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num of purified, dried, iodised salt in consumer 
pack is a meagre 3 lakh tonnes per annum while 
the estimated demand for edible salt is SS Lkh 
tonnes per annum. 

India is a traditional exporter of salt to west 
Asia and the Gulf countries. Instead of impor¬ 
ting non-refined salt from India, these coun¬ 
tries are showing a preference for refined salt. 
Supplementary Foods has taken up export of 
refined salt in a big way. It is well set to export 
its entire initial capacity of 18,0(X) tonnes per 
annum and has already bagged an export order 
for 6.(XX} tonnes of refined iodised salt per 
annum valued at Rs 3.3 crotc; The company 
has also been receiving enquiries from several 
countries There is very good export potential 
also for flavoured salts, like garlic and onion 
salt. The company is negotiating with a leading 
US company for process know-how and for 
franchise rights of flavoured salts. This would 
provide export opportunity to Supplementary 
Focxls for its flavoured salts to Asian and 
African countries 

Supplementary Foods has also received of¬ 
fer to set up salt refining-cum-iodising units in 
Dubai and in Thailand. According to the 
managing director, whereas in west Asia the 
company is likely to create facilities starting 
from solar .salt manufacturing, in Thailand the 
offer is to set up only the refining and iodising 
unit. 

Supplementary Foods has been promoted by 
Ajit Kumar, S K Sahay, a US cituen of Indian 
origin and Eankaj Kumar, a non-resident 
Indian. To part finaim its total project of 
Rs 480 lakh, the company plans to enter the 
capital market in February with a public issue 
of 18,60,000 equity shares of Rs 10 each. The 
company received CCI clearance in May last 
year and SEBI clearance in December. 


Supplementary Foods (India) 
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Western Paques, India’s leader in Environmental Engineering is now also in Energy. Continuous R & 0 efforts have given 
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Western Paques a breakthrough in conversion of Waste into Energy. The process involves waste treatment and not only 


eradicates the pollution aspect but also produces fuel which is converted into power. The Company proooses to set up power 
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Small Industry: Growth and A \ \A Vi 

Structural Change 

The second census of small industries, rclca.sed in Augusiklhst.^'' 
provides valuable statistical information on many asp@ct^,of grQ«^... 
and structural change in this sector over the IS-ycar pePidd... - 
between 1972 and 1987-88. A preliminary analysis of the d^t^.^'- 

■rV' 

External Debt Unveiled ^ 

The Reserve Bank’s recent attempt lo take the veil uff the figures of 
India’s outstanding external debt mak.-. possible more realistic 
estimates of such debt than have been available so far, examination 
of the concepts used in dclittcation of e.vternal debt and discussion 
of the options open to the country for meeting its debt 
liabilities. 199 


Keeping Pace 

The secular rhetoric that has 
been heard in the country since 
the 1940s has changed precious 
little, as if the phenomenon of 
communalism and the communal 
rhetoric have remained 
unchanged over that time. Just 
as the phenomenon of 
communalism unfolds itself in 
its various ramifications, our 
perspectives on these issues 
also have to keep pace with 
lime. 21S 

Dearth and Crime 

A study of the impact of dearth, 
scarcity and high prices of 
food grains on crime in Bengal 
in the mid-]9th and early 20th 
centuries clearly shows that 
although the periodic cxcurrencc 
of dearth in Bengal brought 
forth occasional outbursts of 
plunder of food, it led to so fev^' 
of them, considering the vast 
areas affected and the large 
numbers who perished in 
silence. 237 


Vanishing Links 

While Japanese, Korean, Chinese 
and other south east Asians are 
slowly building business links 
with Myanmar, the once 
dominant Indian presence (here 
continues to dwindle for the lack 
of a pragmatic Indian policy 
towards the country. 213 

Putting a Price 

While there is sufficient ground 
to argue that subsidy on higher 
education may be r^uced by 
increasing fees, serious attempts 
are needed to compute reliable 
estimates on the extent to 
which cost recovery can 
be made. 245 


Partisan Role 

On Janu.'iry 26, Ashok Singhal, 
the VHP supremo was prevented . 
from hoisiing ihc flag at the 
Allahabad University by a laige 
mass of studenfs. But 
surprisingly for a slate under 
president’s rule, the authorities 
played a curiously partisan 
role in the episode. 215 


Trade Linions: What la 

the Future? 

Inter-union and intra-unioit 
rivalries arc often generated or 
reinforced by caste, communal, 
regional and other social 
loyalties which arc iiicieasingly 
devoured by prejudice, hatred 
and the cult of violence. In the 
circumstances, joint action by 
trade unions to control 
political interference 
is a must. 231 

IVliaplaced C'omplarency 

A good south west monsoon has 
no doubt produced a satisfactory 
performance on the agricultural 
front But t.hc tuircni .scn.se 
of complact'ticv among 
policy makers towards the 
long-term piobiems in the 
.sector is eniin-ly 

misplau-d 2US 


Turning Point? 

The recent panchayat elections ir. 
Punjab mark a turning poim; 
because for one, it seems to 
prove the point that if an 
aiinosphere of relatively stable 
t>eace can be made to prevail 
then the political influence of 
the militants may gradualty 
wane. 208 






LETTERS TO EDITOR 


Anti-Arrack Movement 

lx is surprising (hat reports on the anti- 
arrack movement in Andhra in EPtV 
(November 7,14 and 28,1992) by three col¬ 
umnists Illaiah. Balagopal and Shatrugna 
evaded the striking event in the history of 
Neliore district anti-arrack movement led by 
rural womenfolk. Though they have not 
missed it deliberately, they seem to have 
depended entirely on bourgeois press reports 
in this regard. 

in 1991, on December 10 (UN Human 
Rights Day) the Rythu Cooli Sangham 
(RCS) conducted a meeting in the village 
legacherla in Neliore district. RCS invited 
the district secretary of APCLC to speak on 
the historical importance of prohibition of 
liquor. Activists of RCS carried out inten¬ 
sive campaign peacefully on the evils of 
liquor consumption in the surrounding 
villages of liigacherla. prior to December 10. 
When the district secretary reached the 
village, the scene was most frightening. The 
ciicle inspector and sub-inspectors of 
Venkatagiri (which fails in the constituency 
of (he erstwhile chief minister, Janardhan 
Reddy) and .sub-inspector of Rapoor and ten 
armed constables encircled the venue. After 
our secietary's intervention the Cl gave oral 
permission to hold a public meeting, on the 
.'ondition of not using a mtk& The secretary 
addressed the gathering for about half an 
hour. The Jana Natya Mandalt (JNM) cul¬ 
tural troupe performed a programme related 
to the issue The meeting passed off peace¬ 
fully and ho untoward incident happened. 

\frer completion of the public meeting 
the Cl asked our secretary to come to 
Venkatagiri to talk at his superior officer, 
ASP of Gudur. I.ater the same Cl demanded 
■hat (hr JNM troupe and others who were 
on the dais while the public meeting wa.s 
going on come to the ASP. This action of 
the i^ice shocked the villagers. The villagers 
questioned the propriety of the police Je- 
mand and objected to taking away of per¬ 
sons bv the Plaice ai odd hours. The village 
womenfolk posed the question to the Cl. 
“how IS speaking against the consumption 
of liquor a crime?”. The villagers were 
prepared to be arrested en masse. Then the 
Cl requested our secretary to control the 
villagers. .After a two-hour long consultation 
among the villagers, the sarpanrh (village 
head) and the Cl, the Cl a.ssured the villagers 
ihai no h,uni would come to the persons 
taken into custody. The villagers put the 
entire responsibility on the sarpanch. The 
sarparich aKo nodded in the presence of the 
police. Tht lime then wa.s II pm. A night- 
halt bus in the village wa.s commandeered 
to take the persons to Venkatagiri. The bus 
rraclutt Vcnkaiayiri by 2 iiin. F om that time 
til! 9 air. of December 12 (till they were pto- 
diived before the additional munsif magist¬ 
ral* at his residence) ASI’ <. idur, Cl and 
speciiil branch i\;lice of tlic district repeated 
ly interrogated each of them and harassed 
them mentally. The police fois'eU cases on 
all the !6 p rsoin under IPC section 145 
(unlawful aicsembly), sotiion 341 (wrongful 


restraint), section 124-A (sedition) and sec¬ 
tion 7(l)(a) of the criminal law amendment 
act. The magistrate remanded them to the 
district jail, in the meanwhile, the sarpanch 
of the village resigned for not having kept 
his word about preventing the illegal deten¬ 
tion of the troupe and their implication in 
false cases. This is the first infamous case 
in the history of the anti-arrack movement 
in the district as well as in AP. 

To curry favour with the then chief 
minister Janardhan Reddy (nick named 
'Dhanarjan Reddy’, which means ’money 
making Reddy’ in Telugu), the top brass of 
the police, DIG Aravin^ Rao, SP, ASP and 
the notorious l(Kal arrack contractor of this 
area had hatched the plot. Then the police 
shamelessly released to the press the ‘news* 
that they had arrested 16 Peopie^s group 
(PWG) activists. Our secretary is profes¬ 
sionally a lecturer, teaching political science 
to the undergraduate students for the past 
six years at Jawahar Bhaiathi at Kavali. Five 
of the 16 were students of our secretary. Two 
belonged to JNM and two women (mother 
and daughter) were residents of Kavali. The 
rest had enthusiastically attended the meet¬ 
ing to hear the melodious folk songs of 
JNM. 

Balagopal in his article praised the Neliore 
district collector, Raju, an SC, who is in- 
chaigc of Uteracy programme as a ’dynamic' 
one In fact, IiIk all bureaucrats Raju also 
pretended to do wonders. But in reality Raju 
longs for publicity. At one stage he m^iai^ 
through his subordinates with the people of 
Saipet (where people organised against 
liquor and look out a procession at Kavali 
in May 1992) to stop the agitation by assur¬ 
ing them that he would wind up the arrack 
shop in their village Even after widespread 
resentment against liquor in the district he 
made it clear to the press that he had advis¬ 
ed the liquor addicts not to consume liquor 
hut had not given any assurance about stop¬ 
ping the sale of liquor by the vendors. This 


statemoit was in contradictioin with what he 
had said during the initial stages of the 
movement. This was an eye-opener to the 
people who participated in the anti-arrack 
movement and exposed the true nature of 
this ‘dynamic’ bureaucrat. This collector 
proved himself after his transfer that he 
could suitably dance to the tune of the 
povvers-that-be. 

What happened during the independence 
movement in Neliore district is interesting 
in this contat. During the non-ooopention 
movement of 1920-22 Congressnwn carried 
out an intensive campaign on the evils of 
drink, picketed toddy and arrack shops and 
even cut down palmyra trees, which are the 
source of toddy in NeHora Oniganti Vndcala 
Subbaiah, T Rami Reddy and B Chandia- 
sekar Reddy took great interest in the tiiti- 
drink campaign. The enthusiastic (Congress 
volunteers and mcmbeis of voluntary 
organisations and library movement used to 
go in bullock-carts from village to village 
(him morning to evening, delivering lectures 
on prohibition and its values. Seeing the ac¬ 
tivities of the non-ooopeiaion, the BritBhen 
revived the Seditious Meetings Act and also 
the powm under Section 144 of tire IPC. 
This anti-drink campaign was so suooetsAil 
in Neliore district that the aiuual abkari 
revenue fell to less than Rs 100. It attracted 
the attention of the whole country ruid 
received deserving praise at the hatids of 
Mahatma Gandhi at the AICC meeting hdd 
at Vij^wada in MatcItApril 1921. ^ Jhme 
1921 in Andhra districts III villages had 
totally stopped consuming drink. 

Campaigning against the evils of intui- 
icaiion has, however, now become a seditious 
deed in the eyes of the present Congms 
rulers of AP. 

O arba! Reddy 

President. 

APCLC, Neliore District Unit, 

Neliore. 


Subscription Rates 

Inland 

(including Nepal and Bhutan) 

(in rupees) 



Six mouths 

One year 

TWo years 

Three yean 

Iiistiiutions 

- 47S 

900 

I52S 

Individuals 
(lonreuional Ralea 

200 

375 

700 

KOS 

Teachers/keseaivhers 

250 

— 

_ 

Student!. 

— 195 

— 

— 


Concessional rates ate available only in India. To avail of concessional laica, cerlincaie 
f">m relevani institution is essential. 

Remitlanix by money orderriiank dialt/posial older requested. Please add Rs 14 lo outilation 
cheques lowatds bank coticaion charges. 


Foirign (in US S) 

Air Mail Surface Mail_ 


(*akis'an, Bangladesh 

Institutions 

Individuals 

Institutions 

individual* 

A Sfi Lanka 

USA, Canada. UK. Europe; 

60 

30 

40 

20 

Japan, New Zealand, 
Australia A USSR 

125 

80 

70 

40 

All other countries 

80 

50 

SO 

30 

All rcmiiiarices to Keonomle and Palitiral 

RMiiy 




190 


Economic and Political Wrekiy February t, 1993 





t'.ONOMIC 

AND 

POLITICAL 



Not a Sell-Out 


I T is difficult to fathom the near-unanimous criticism 
of the Indo-Russian agreement, concluded last week 
after years of intense negotiations, on the repayment of 
India's debt to the erstwhile USSR. Much of the criticism 
shows a lack of appreciation of the genesis of India's 
rouble debt, the substance of the protocol which governed 
it and the content of the agreement now arrived at. 

The former Soviet Union had over the years extended 
substantial govemment-to-govemment credits to India for 
purchase of defence equipment and civilian goods and 
supplies for development projects in power, coal, steel, 
oil, agricultur** and other sectors. These credits were 
denominated in roubles and repayment was to be effected 
in rupees. The mode of determining the rouble-rupee 
exchange rate for settlement of credit and commercial 
transactions was set out in the protocol signed between 
the two countries on November 25, 1978. The protocol 
laid down the formula for taking account of changes in 
the value of the rupee linked to the then 16-country SDR 
basket, but it assumed that the value of the rouble would 
remain invariant. At that time it was a universally accepted 
fact that the rouble was not a traded currency and that 
its rate was fixed administratively by the Soviet authorities. 
Soviet commodity prices were likewise administratively 
fixed and inflation rate in the Soviet Union was excep¬ 
tionally low; hence the provision in the protocol for 
holding the value of the rouble unchanged had a rationale 
It was not then conceived that the rouble would shift to 
a regime of market-determined rates or that when it did 
so, it would depreciate as dramatically as it has in recent 
months. Also, the exchange rate protection given to the 
rouble was acceptable to the Indian authorities because 
the terms of the Soviet credits were very favourable, 
including low interest rates (2.5 per cent per annum) and 
easy repayment schedules (17 years with a grace period 
of three years). 

Until mid-l%S the depreciation of the rupee was by and 
large in pace with inflation rates in India, but thereafter 
the rupee depredated very much more rapidly vis-a-vis the SDR. 
As a result, the rupee-double rate, which had been fixed 
at Rs 10 per rouble when the Indo-Soviet protocol was 
signed in November 1978, had changed to only Rs 10.99 
per rouble by October 1984, but thereafter it reflected the 
rapid depreciation of the rupee in terms of the SDR and 
plummeted to Rs 12.15 per rouble in January 1986, 
Rs 19.90 per rouble in January 1990 and Rs 31.79 per 
.rouble in November 1991 when the rupee-rouble rate was 
last notified. Apparently, around 1986 the Indian govern- 
tnent felt that the provision for holding the value of the 
rouble unchanged required to be re-examined and a more 


realistic rupee-rouble rate arrived at for determining 
India's outstanding debt to the Soviet Union. The issue 
was formally raised with the Soviet Union by ihe Janata 
Dal government in late 1989. 

in the course of the sub^uent negotiations the 
Russians wanted the rate prevailing on November 1,1990 
of Rs 22.7855 per rouble to be accepted, whereas in the 
agreement now arrived at the rate has been finally settled 
at Rs 19.90 per rouble, the rate prevailing on January I, 
1990. India’s outstanding debt to the erstwhile USSR as 
on March 31, 1992 was 9,871 million roubles, of which 
the civilian component was no more than 943 million 
roubles or less than 10 per cent. The toul outstanding debt 
of 9,871 million roubles worked out to Rs 31,377 croie at 
the last announced protocol exchange rate of Rs 31.7874 
a rouble as on April 1,1992. Under the present agreement 
this amount has been divided into two parts. One part 
consists of the same rouble debt valued at the protocol 
exchange rate as of January 1,1990 of Rs 19.90 per rouble, 
which works out to Rs 19,643 crore or 62.6 per cent of 
the amount arrived at on the basis of the April 1,* 1992 
exchange rate. This part of the debt is to be repaid with 
interest at 2.4 per cent per annum in 12 annwri instalments 
starting from April I, 1993. The repayment of principal 
and interest on this portion of the debt will be protected 
against fluctuations in the value of the rupee by indexing 
it to the SDR basket of five currencies. (The indexing is 
thus of the repayment amount and not of the total debt 
outstanding.) The balance of 37.4 per cent of the outstan¬ 
ding debt or Rs 11,734 crore, which is the difference 
between the rupee value of the outstanding rouble debt 
worked out at the protocol rupee-rouble rates of January 
I, 1990 and April I, 1992, will be repaid free of interest 
over a period of 43 years. This portion of the debt will 
not be protected against fluctuations in the value of the 
rupee for a period of five years. Thereafter it will be 
indexed to the IMF’s five-country SDR basket if the 
average annual depreciation of the rupee exceeds 3 per 
cent over the five-vcar period. Similar reviews will be 
carried out every five years. The total repayment burden, 
including interest, at the base exchange rate works out to 
Rs 2,369 crore in ihe first year and will decline by about 
Rs 40 crore a year due to reduction in the interest 
component. 

The agreement on debt repayment has to be viewed 
against a number of other understandings reached 
between the two countries. First, India does not have 
to repay the debt in cash. As m the past, the repayment 
amount due to it will be used by Russia to purchase 
goods from India. Because of the unresolved rupee-rouble 
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latt ingie, thcfc have been practically no 
capoiU to Riusia in leceni months. Now 
wM the base le-establishcd, bilateral 
trade can expand. Second, a thiee-point 
initiative; a diicct outcome of the solution 
of the debt question, has been offeied by 
Russia to ensure the smooth supply of 
defence spares and equipment to India 
involving (i) a promise to improve the 
efficiency of the concerned manufactur¬ 
ing enterprises in Russia, (ii) promotion 
of joint ventures in either country to 
produce the required spare pans, and 
(iii) assurances on transfer of technology 
to India for indigenous production of the 
spare pans and equipment. Finally, a 
number of other agreeaients embracing 
different aspecu of biiaieral co-operation 
ha ve b een made possible by the understan¬ 
ding reached on debt repayment, in¬ 
cluding an assurance of fuiniment of 
Russia's contractual obligations for 
assisting India’s space aesearch. 

The contention of a number ol critics 
that the agreement with Russia on debt 
repayment amounts to a S 10 bilHon gift 
fiom a poor country to an entwhile super¬ 
power clearly ignores thehroader perspn- 
live and the long-term interests of India. 
The argument that India’s outsunding 
debt to the former Soviet Union should 
hne been revalued on the basts of the 
current market exchange rate of the rou¬ 
ble amounts in effect to a demand for 
reneging on the debt obligations. More 
important, this would have meam the 
destruction of the vast base of trade and 
commercial transactions which has been 
built over a period of years and which 
definitely has the potential for further 
growth. The Indo-USSR protocol for 
1991. prior to the break-up of the USSR, 
envisaged a Mai trade turnover of 
Rs 9,411 Close ccwuBiing of Rs S,08l crore 
of exports to and Rs 4,330 crore of im¬ 
ports from the USSR. Subsequently, in the 
absence of agreement on the exchange 
tate, the trade come to a standstill. This 
was certainly not in India’s interest. While 
Russia is of course not in a position to 
supply petroleum to this country on the 
earlier scale, a number of other producu, 
such as sulphur and non-ferrous metals, 
which India badly needs can be obuined 
fiom Russian source^ On the exports side, 
Ruaiia niiHt be nipAnltfd ss n nuyor 
markM for Indian cowumer products in¬ 
cluding food products, spices, cigarettes 
and tobacco, readymade garments, soaps 
aiid detergents, cosmetics, leather goods, 
drugs and pharmaccwicals, paints, etc 
Thme are products in which we have built 
large capacities. Also these cannot be 
exponed to the bard currency markets, in 
respect of basic chemicals, pharma¬ 
ceuticals and cosmetics, it is estimated 
that nearly 40 per cent of all Indian 
exports will go to Russia. A normal 


growth of IS M 16 per cent per annum 
should mean exports to Russia of about 
Rs 10,000 crore by 1995 (or over $ 3 
billion). The agreement on debt repay¬ 
ment has laid the base for this growth, 
apart from taking care of the defence 
needs of equipment and spares. 

POLITICS 

Hindutva's Other 
Victiins 

THE Bombay riots should open the eyes 
of those who are taken in by the dream 
of a united ‘Hindu-rashtra’ that is being 
sold by the RIP-RSS-VHP axis. The vic¬ 
tims of the Shiv Sainiks were not only 
Muslims, but Hindus also who had 
migrated to the dty from Bihar, Uttar 
Pradesh and the southern states of India. 
The violence of the champions of 
’Hindttiva’ against linguistic minorities of 
their own religious community was the 
inevitable outcome of the frenzy of 
chauidnism to which the mobs were pro¬ 
pelled by regional petty self-interests of a 
variety of unscrupulous elements ranging 
from squabbling Congress politicians and 
Shiv Scsia leaders to slum-loids and mafia 
gangs. 

Xenophobia knows no limits, its 
downhill logic leads to the gradual 
maiginalistion and suppression of all the 
linguistic minorities ^ the dominant 
cultural group that may widd power in 
any dictatorial system. If in Bombay 
to^y, Hindu communalism paints itself 
in the rabid colours of Maharashtrian 
chauvinism directed against non- 
Maharashtrians. irrespective of their 
religieus beliefs, in north India tomorrow 
it is Ikely to take on the colours of Hindi 
chauvinism directed against the non- 
Hradi speaking Hindu minorities living 
Hrr. Already in Delhi, the BJP’s com- 
patgn to flush out illegal Bangladeshi 
immigrants is ihrratening to become an 
ail-out offensive against poor Hindu 
Bengab iabouim bving in slums in the 
capiial. 

The inaiy of the tare and consolidatioB 
of such fascist forces lies in the suppm- 
sifn of those very subalrerns drawn f^rom 
divMpeiu groups>-linguistk and other— 
whb;;alhtrad by nalfamaiiiiic xonophabia-. 
at one lime became wittng eaonon-fodder 
to t<-tM the fasdatt la powsc. The p^ 
poneioir^MbsumjMceaded-in raByi^ 
the po^ and Iqwer middle clan Mu^m 
masses ,of diffenni linguistic groups 
behind the dream of an Islamic state that 
was supposed to treat all Mariims as 
equals. 'Die Bengali MusHia^ of East 
Pskisian Were the first to bear the bruat 
of the disciimiiiaiory poGdes of the domi¬ 
nant Punjabi. rul^ cVque of West 
Pakistan, to be followed by the Baluchis. 


the Sindhis aad now the *mbhiM>n^-4lN 
some Urdu-speaking MMBms (km north 
In^ who put thdr shoulders to the 
whed of Pakistan. 

One hopes that those Hindus who ore 
damouring today for a theocratic state are 
wise enough to uke lessons from the pdst 
and do not wait, as their Muslim counter- 
pans did in the 1940s. to seq.the real face 
of dictatorship. After Bombay, the ‘kar- 
sevaks’ from the south Indian suies who 
marched to Ayodhya should realise what 
is in store for thm and thdr regional 
community in a fascist regime The plight 
of the Hindus of Bihar and Uttar Pnuiesh 
who have been hounded out from 
Bombay by the Shiv Sainiks,'should be a 
lesson for the Hindi-speaking advocates 
of a ’Hindu-rashtra’. However pious they 
might be as Hindus, they would niot be ac¬ 
cepted as dtizens in a part of India that 
might be run by those who swear by the 
Maratha hero, Shivaji. If Advani wanu 
the Muslims to submerge thdr identity in 
a ’Hindu-rashtra’, Bal Thackeray can go 
a step funher and demand that the non- 
Maharashtrian Hindus submerge their 
identity in a ’Siiv-iashtra’. In Wnt Bengal, 
a Hindu Bengali chauvinist organisation, 
’Amra Bangali’, is already active, spitting 
fire against non-Bengaii Hindu migrant 
labouren and settlers in that state Similar 
linguistic chauvinistic forces in other 
states provide the muscle power for the 
BdP-RSS-VHP inis in its national political 
miradmilure. But the myth of a tnono- 
Kthic mndu tuition that it tries to sell is 
Clucking under the very pressure of the 
xeuaphobk drauvinism that has become 
esseiMiai for the axis to carry on its 
militMt oorapaign. 

DRUG POUCY 

Coaoeni for Profits, 

Not Health Care 

IN thfcunaaii enthusiasm liar doooatrol, 
the pope ooauoi regime for pharma- 
ceuticMi, aoeb ■ it ia, is a sort of laot bas¬ 
tion wlU is Maly to taH any di^ now. 
Iris in Im bdog orpiad by industry that 
die priccopranil Ofdar is soosethint of an 
anachrooism in this era of liberalisation. 
However, the goi*rnmc« it obviously 
aware of A* popular support that the 
drug coasuarer m o ve m ent has aad is 
therefore raubiag its moves cautiously. 

Last ycra-Surhig the monsoon session 
of parHoraait, the ministry drculatad a 
review of the current drug unoe control 
order and sought to mdicale me directions 
which a new Aug policy* wonW take. The 
review paper wot listed for diaeuteion in 
the winter session and was dropped subse- 
queidly because of the hoatile reaction 
from ooMumer groups and criiidim ftom 
the industry, in November last a meeting 
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of drag conimcr |KN4* 

of the leviav paper ihowing the diiHlnius 
impact it woM have on drug price* and 
the availabilily of health caic. Its main 
contention vms that the review, which 
sought to do avnqr with the present cate¬ 
gorisation of drags and introduce a 
uniform 100 per cent mark-up for ail 
drugs, continued to view the main objec¬ 
tive of drug policy as ensuring the pro¬ 
fitability of the industry rather than the 
amilability of safe and effective medicines 
to the population. 

And this at a time when the organised 
sector of the industry has been doing very 
vrell indeed. Its sales rose by 24.3 per cent 
and gross profits by 4t.3 per cent in the 
second half of last year. The Indian sec¬ 
tor of the industry, which has over the 
years developed pr^uction capacities for 
bulk drugs, too has registered ti^ 
growth. On the other hand, drug prices 
in India are among the highest in third 
world countries. Rw instance, ampidilin, 
a widely used antibiotic, sells at S few per 
100 units in India, but is available for 
$ 3.46 in Sri Lanka and even in the UK 
for S 6.70. Similarly, mctronidniole 
(250mg>, used in the treatment of gastro¬ 
intestinal problems, is sold at S 2.40 in 
India while it is available for S 0.61 in 
.Sri Lanka and $ 3.20 in Pakistaa. 

The review has also proposed that sec- 
torwise reservation for siiMlI-scalc units 
be abolidicd and instead a ceiling price 
be notified for the products. While this 
proposal is ostensibly intended to control 
over-pricing by some small-scale units set 
up by large indiMry to circumvent price 
control, it srill kill the genuine smaH-scale 
sector. 

What is most duturbing is that despite 
repeated pleas by consumer groups and 
even the WH(X the government has made 
no move towards preparing an essential 
drug list on the basis of wnich pricing 
norms can be set. In effect the essential 
drug list is being derived on the basis of 
profitability, competition in particular 
products and such other marto criteria 
and not on the basis of health needs. This 
serious lapse has repeatedly come in for 
criticism by the drug consumer movement 
tit vanous national and international fora, 
lispccially countries like Bangladesh, 
which has had an extraordinariiy success¬ 
ful drug policy based on tn essential drug 
fist, have pointed out that the proiifera- 
iion of jncssential and hazardous drugs 
in the Indian market actively damage the 
functioning of their own d^g policies. 

It is against this background that the 
drug industry has now come up with the 
new proposal of bulk supplies to public 
kospiuls at concessional prices in return 
for price decottttol. The industry has pro¬ 
posed that it vriO supply essential drugs 
(or what it deems a* essential drags) to 
selected 2W0 public hospitals for two 


year* at 2S per cent below market prices. 
There is. of course, nothing new about 
direct supplies to hospitals to wmid trade 
conunissions and the trade has vociferous¬ 
ly opposed such action in the past. In the 
event the government acoe^ the in- 
diistry's offer, the trade lobby is unHkely 
to do so quietly. But more important, 
given the falling use of public services and 
the increasing trend towards privatisation 
in the health sector, this move is hardly 
going to make an impact on overall drug 
prices or their availability. A majority of 
the papulation will continue to buy expen¬ 
sive medicines from the market on the ad¬ 
vice of private doctors. This, of course, 
is why the drug industry has so confident¬ 
ly the proposal, knowing that it has 
little to lose. While the gorernment initial¬ 
ly rejected the offer, it is now said to be 
having second thoughts and the ministry 
has called meetings with the industry and 
the consumers* movement. 

There can be no gainsaying that the 
policy changes being considered by the 
drugs ministry would hike medicine prices 
and, therefore, health care costs out of 
reach of the majority of the population. 
And basic the disastrous turn that to the 
drug policy appears poised to take is the 
refusal of tlw government, despite the 
forceful recommendations by several ex¬ 
pert committees that it has itself set up, 
to draw up an essential drugs list, weeding 
out inessential and haurdous drugs. 

EDUCATION 

Rise of Religious 
Dogmatism 

THE BiP vice-president K R Maikani is 
reported to have said that cducatiion “was 
not really relevant to the Indian condi¬ 
tions** since the farmer “does not have to 
correspond with anyone**, according to 
The New York Times. This fils in 
well with the anti-intellectual credo of 
‘Hindutva*, dominated hs it is by the 
Brahminical authoritarian tradition that 
had always denied the 'shudrai* the right 
to education. 

But Malkani’s reported statement sug¬ 
gests an attitude that extends beyond a 
pariy*s policy on education. It refits the 
increasing and widespread intolerance of 
any rational discourse in the country. The 
trend cuts across religious differences. 
The phobia generated against Salman 
Ru-shdie’s Saiank- Hrrsrs by the Muslim 
bigots, and against Ambedkar*s Riddles 
of Hinduism by the upper caste Hindu 
zealois some time ago has now snowballed 
into a regular offensive against any sute- 
menl that questions the untenable claims 
being made by the fundamentalist and 
communal forces. A few recent incidents, 
reported from different pans of the coun¬ 


try indicate the growing resenuMiN 
gainst attempts at scientific inquiry. In 
lUjasihan, a book,on Mewar and the 
Moghul emperors, written by a noted 
historian of the state, was withttauwn fkom 
the history syllabus of the university 
there, following allegations made by a 
retired bureaucrat that the book showed 
Maharana Pratap in a bad Ught. la 
Punjab, the Shiromani Gurdwara Piabaa- 
dhak Committee has sum m oned two Sikh 
scholars for an explanation, the charge 
against them beii^ that they had challeng¬ 
ed the authenticity of the Guru Oranth 
Sahib in their r^srarch works. In Bihar 
sometime ago a venerable Muslim sdMlar 
of Fstna's Khuda Baksh library had lo 
face wrath from the 'mullahs* because of 
hU attempts to reinterpret the term ‘kafer* 
in the light of his research findings. In ^ 
Hemvrati Nandan fiahuguna University 
campus in Garhwai, angry students 
blackened the face of the h^ of the 
university’s sociology department for 
his alh^ed derogatory remarks hbout 
Garhwali vromen in a book. In DeBii^ 
prestigious Indian Institute of Itehnologjb 
pro-RSS students and faculty m e m bers 
shouted down one of the scholars of the 
faculty at a meeting when he tried to 
expibss views on the AyOdhya incMcnts 
that went contrary to the claims irtade by 
the BJP. 

The intrusion of religious dogmatism 
into historical studies and political 
discourse spells doom for academic 
research. Are we moving towards the 
futuristic world of Fahrenheit 45! where 
books are banned and burnt? In Ray 
Bradbury’s famous novel, the Fire Brigade 
does not carry out the function of put¬ 
ting out fires—as its name suggests in our 
world today—but incinerates illegal col¬ 
lections of books whenever they are 

discovered- 

Or the BJP-RSS-VHP fire brigade in 
India today may be enteruining better 
ideas. It is igniting the fires of obs¬ 
curantism by rewriting totboeks for 
schools. The National Steering Commit¬ 
tee on Textbooks has found the textbooks 
introduced by the erstwhile RIP govern¬ 
ment in Uttar Pradesh abounding la 
venomous lessons like urging students fo 
glorify *sati* and the founders of the RS& 
Brainwashing of students by such lessons 
will produce the much-needed asset—a 
generation of zombies necessary to create 
the culture of ‘Hindutva*. 

ASSAM 

In INew Role 

A correspondent writes: 

THE circumstances surrounding the re¬ 
cent arrest of three top leaden of the 
United Liberation Front of Asom (ULFA) 
near Morigaon on January 8 and the 
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events that followed the arrest indicate 
that while the organisation continues to 
be active and, more imponantly, con- 
linues to derive support from a wide cross- 
section of the people of the state, this 
support is also getting less and less 
un-qualined. 

The three ULFA activists, Pradip 
Saikia, Ramen Nath and Prashanta Bora, 
all from Nagaon district (from which 
Morigaon district was recently separated) 
were moving around in an interior area of 
Morigaon district on a motor bicycle on 
the evening of January 8 when some 
local people became suspicious of these 
‘strangers', detained them and informed 
the police This sequence of events preced¬ 
ing the arrast of the three militants would 
have been unthinkable even a few months 
ago The three militants were later arrested 
by the police and taken to the Morigaon 
police station the following morning. 

However, what followed is rather more 
in tune with the ‘popular’ perceptions 
surrounding ULFA. According to reports 
from Morigaon, over a thousand women 
and children ghcraoed the Morigaon 
police station the following morning 
demanding that the arrested militants be 
set free This assertion of ‘popular’ senti¬ 
ment continued even as the militants were 
produced before the judicial magistrate in 
Morigaon forcing the authorities to shift 
the militants to the Morigaon circuit 
house Later, according to reports, the 
angry mob went on a rampage and attack¬ 
ed the police who in turn had to resort to 
tear-gas and lathi-charge. The three mili¬ 
tants were later produced before an exe¬ 
cutive magistrate at the circuit house itself 
and remanded to 45 days’ police custody. 
All the three militants have since been 
moved to Guwahati. 

The intervention by women and 
children demanding the release of arrested 
ULf'A militants is strongly reminiscent of 
similar uctics adopted during the two 
army operations, especially Operation 
Bajrang, when mobilisation of women and 
children against army intervention and 
atrocities' was a common feature. There 
were .several such mobilisation.s, especial¬ 
ly in the undivided Jorhat district. The 
revival of such tactics is taking place in 
the context of the ongoing and almost 
completed task of reorganisation of 
ULFA at all levels throughout the state. 
This reorganisation has been accom¬ 
panied bj vigorous into vent ion by several 
front organisations, taking up issues of 
legii'.inaic and common concern to the 
community Indeed, while all indications 
ate that Ul.F.A itself has decided not to 
engage direedy in any ‘actions’, several 
organisations have sprung up at the local 
lew! articulating legitimate and common 
grievances in evc'y .sphere of ordinary life: 
sssentiai .^'ipplie.'. literacy, social evils, 
land rights, industrial txilliition. environ¬ 


ment, education, abuse of drugs and li¬ 
quor and a hundred and one similar issues 
of common concern. 

HISTORY 

Self*Righteous Sneer 

A correspondent writes: 

THE rmnt Shiv Sena orgy in Bombay 
was without question an ineffaceable 
shame for Indians, but hardly an occasion 
for the self-righteous sneer voiced by a 
London newspaper that the Indians got 
their dessens for choosing goonda raj for 
British raj. The newspaper obviously 
counted upon the proverbially short 
public memory in Britain as well as India. 
However shameful, the Bombay riots with 
about 600 dead in about 10 days of 
violence were of rather modest dimension 
in comparison with the ‘mother of all 
riots' that had taken a toll of about 5,000 
lives in three days in Calcutta in August 
1946. Even the disgraceful role of the 
Congress governments, state and union, 
yis-a-vis the Bombay orgies would appear 
in a rather favourable light compared with 
that of the Brituh administration in India 
in 1946, which stood studiedly aloof as 
silent spectators during the three days of 
mutual massacre by the Hindus arid 
Muslims of the second city of the empire. 
Subsequent revelations have fully cor¬ 
roborated what every politically aware 
Indian had guessed at that time—that the 
police and large contingents of armed 
forces in and around Calcutta had been 
deliberately kept aloof and inactive by 
their white officers in order to leach the 
resurgent anti-imperialist ‘agitators’ a 
•proper lesson’. The British 'burra sabs' 
were then smarting under their loss of 
face barely a fortnight before; on July 29, 
Calcutta and its vast industrial suburbs 
had staged what had been till then the big¬ 
gest and most successful general strike and 
hartal in defiance of the most formidable 
display of the punitive powers of the raj. 

Further, without minimising at all the 
criminal responsibility of the country’s 
present rulers for sustaining and frequent¬ 
ly stoking the communal feelings of the 
backward ma.s.ses and for the encourage¬ 
ment given to goonda raj, the historical 
role of the British raj in the germination 
and promotion of the parochial, most im¬ 
portantly religious, difTerences among the 
pet jIc for the convenience of its rule is 
also a pan of ineffaceable history. The 
trifurcation of the single polity is a stan¬ 
ding monument, so to say, to the success 
of that policy. The greatest shame, 
however, is that neither in the sphere of 
relations among th^ people of the Indian 
republic, nor in the interrelations among 
the three countries of this subcontinent 
have our present brown rulers been able 
to transcend the white rulers’ legacy 
during the last 46 years. 


TWENTY YEARS AGO 

EPfy. January 20, 1973 

It was only to be expected that the 
government's chained attitude to big 
business... vrauld inspire the commerci^ 
banks to do their bit. Their sagging credit- 
deposit ratios were an added incentive. Bui 
the nationalised banks apparently over-did 
things or, at any rale, did not manage to 
keep things under the hat... Word got 
round that the banks, including the State 
Bank, were vying with each other for 
business from the big houses—at cut rales. 
Things came to such a pass that the Reserve 
Bank had to formally tell the banks that 
they should refrain from ‘unhealthy 
competition'. 

The announcement this week that, till 
April 1973. banks must take the prior ap- 
ptxrval of the Reserve Bank for transfer from 
one bank to another of loan accounts with 
limits of Rs 25 lakh and over must have 
seemed an unkind cut to some bankers at 
least. After all. didn't the issue of industrial 
or import licences remain weighted in 
favour of big business min^s which what 
was (he industrial and commercial sector 
anyway? How then were the banks being 
out of tune wiih government policy if they 
cut lending rates lo iheir laige borrowers by 
one per cent or half? 

Even in the latest Reserve Bank circular 
there is no suggestion that there was 
anything wrong with the direciion «tid flow 
of banks' resources. The Reserve Bank’s 
concern is only with "disorderly scramble 
for funds". The phrase is ominous when 
taken with the siaicnieni that “joint con¬ 
sideration of the problems by the major 
banks is being arranged”. In other woids, 
a scheme of shaiing of accounts is lo be 
woiked out by the major banks. A move¬ 
ment towards healthy competition, indeed. 

If the widespread and persisieni power 
crisis has underscored anything, it is that 
there is more to the creation of g-znerating 
capacity than allocation of investment 
resources and that the failures of actual 
generation and itansmission reflect more 
than shortcomings of 'management' and 
‘maintenance’. The fact is that though over 
the past 20 years investment in this sector 
has been at projected levels o* even higher, 
the physical achievement has on an average 
fallen short by a.s much as 35 per cent. At 
the .same lime, operati.rnal failures have 
been so pervasive as to suggest a deeper 
malady. 

1'hc preoccupation with fragmented 
problem-solving and with magnitudes of in¬ 
vestment has in fact diverted attention from 
the Konomic structure which determines 
the likely range of operational efficiency... 
Planning and investment in power, as in 
other areas, have in faa shown charac¬ 
teristics typical of a free, rather than plan¬ 
ned, economy. Far from being sustain^... 
massive invesimenis have been undertaken 
in a stop-and-go manner. In the evmi, it is 
hardly surprising that the electrical equip¬ 
ment industry has been plagued .simul- 
tanrausiy by underutilised capacity and in¬ 
ability to meet delivery schedules for ‘crash’ 
programmes in face of acute power shor¬ 
tage. such as there is now. 
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IN THE CAPITAL MARKET 


SBl Home Finance 

SBI HOMU UNANCH. pmmoicd b> Siaic 
Bank of India and the Housing Develop¬ 
ment Finance Corporation, has been pro¬ 
viding for (he past six years long-term 
finance for housing to individuals, cor¬ 
porate bodies and promoters and 
developers of building complexes with 
sanctions of Rs 47.80 crore for 1991-92 a 
net profit of Rs 1.03 crore. Till now the 
company has operated in the east and 
north-east regions of the country, it is now 
opening up in cities like Bombay and 
Hyderabad and other places. It has 
estimated its requirement of funds at 
Rs 61.35 crore, Rs 40 crore of it towards 
housing loans, Rs 10 lakh for investment 
in fixed assets and Rs 21.25 crore for cur¬ 
rent assets. I he projected requirement is 
to be met with Rs 30 crore of bank bor- 
rowing.s, Rs 2.35 crore of cash accruals, 
Rs 9 crore through deposits, Rs 10 crore 
of repayment of loans advanced and 
R'> 10 crore of public issue of share 
capital. The company is issuing one crore 
equity shares of Rs 10 each at par and of¬ 
fering out of this 40.97 lakh shares to the 
public on February IS with IDBi as lead 
manager. 

Kolak Mahindra Finance 

Kotak Mahindra Finance, engaged in 
corporate lease finance and hire purchase, 
bills discounting and investment and mer¬ 
chant banking, is making a rights-cum- 
puhlic issue of equity shares at a premium 
for ah aggregate amount of Rs 83.50 crore 
to mtlet part of estimated funds require¬ 
ment of Rs 274.28 crore for 1993-94. The 
is.suc comprises 44 lakh equity shares of 
Ks 10 ci\ch at Rs 140 premium of which 
36.40 lakiii shares are being offered to the 
public w'lth ICTCT and IDBI as lead 
managers. The issue opens on February 
15. The company's shares are currently be¬ 
ing quoted at Rs 275 against a book value 
of Rs 64.48. In addition to capital issue, > 
:hc company is covering requirements of 
funds with internal accruals of Rs 118 
ciorc and loans of Rs 73 crore. The com¬ 
pany reported for 1991-92 increased in- 
. ome of Rs 45.90 crore and net profit of 
Rs 22 1.4 crore. It maintained dividend at 
Ki per cent, to which rale the dividend had 
been raised in 1990-91 from 25 per cent 
foi (he three preceding years. 

Arunoday Mills 

Arunoday Mills of Keshavlal 
lalakchand group at Morbi, Gujarat, is 
making a capital issue for modernising 
production facilities and meeting working 
capital requirements. The company has 


projected investment of Rs 13.13 crore in 
plant and machinery for operation by 
June this year, expecting with that a turn¬ 
over of Rs 46.42 crore for 1993, Rs 50.64 
crore for 1994 and Rs 53.46 crore for 1995 
and net profit correspondingly of Rs 2.84 
crore, Rs 3.09 crore and Rs 3.42 crore. It 
is issuing 10 lakh equity shares of Rs 10 
each at Rs 60 premium and offering out 
of this 6.8 lakh shares to the public on 
February 15 with K'K'I and Kotak 
Mahindra as lead managers. 

Welspun Polyesters 

Welspun Polyesters, an existing com¬ 
pany making profits and paying dividend 
in the manufacture of yarn and export of 
garments and software, is setting up a 
Rs 57.50 crore 100 per cent EOU for pro¬ 
duction of cotton tcriy towels and terry 
products at Valsad, Gujarat, to commence 
production in October 1993. The com¬ 
pany reported for 1991-92 increased in¬ 
come of Rs 50.21 crore and net profit of 
Rs 2.37 crore, increasing the dividend fur¬ 
ther from 14 per cent to 20 per cent. An 
MOU made with Ghcrri Textil, Zurich, 
Swil^erland, is to cover export of 50 per 
cent of production of terry towels. In ad¬ 
dition, (he company has signed an MOU 
with a Hong Kong party covering 
marketing of 1,000 tonnes per annum of 
terry towels. Sales are projected at 
Rs 78.40 crore for 1992-93, Rs 94.60 crore 
for 1993-94 and Rs 118.90 crore for 
1994-95 with net profit correspondingly 
of Rs 1.92 crore, Rs 4.56 crore and Rs 8.44 


crore. The project cost is to be met with 
Rs .50.52 crorc o( equity, IFCI loan of 
Rs 6 crorc and internal accruals of Rs 93 
lakh. The company is issuing 101 lakh 
equity shares ot Rs 10 each at a premium 
of Rs 40 per share, offering 27.40 lakh 
shares to the Indian public and 6 lakh 
shares to NRIs, The issue opens on 
February 15 with IFCI, PNB Caps and 
l.loyds Finance as lead managers. 

Indian Polyfins 

Indian Polyfins of Surat’s Jay Bharat 
group of Ravindra Arya. Jiiendra Arya 
and Surendra Arya is a profit-earning and 
dividend-paying company engaged in 
manufacture of sized yarn and synthetic 
grey fabrics with a capacity of 480 ton¬ 
nes per annum of sized yarn and 28 lakh 
metres per annum of fabrics. The com¬ 
pany is implementing a Rs 9.31 crore 
backward integration programme for 
manufacture of 450 tonnes of draw 
twisted yarn, 720 tonnes of draw texturis- 
ed yarn and 215 tonnes of PFY, to com¬ 
mence operation in March 1993. The pro¬ 
ject cost is to be coveted with equity funds 
of Rs 4.7G crore (Rs 1.23 crore of it being 
premium), deferred payment guarantee of 
Rs 4 crore and internal accruals of Rs 61 
lakh. The company is issuing 24.66 lakh 
equity shares of Rs 10 at Rs 5 premium 
and offering out of this 22.05 lakh shares 
to (be public on February IS with SBI 
Caps and State Bank of Travancore as 
lead managers. 
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Pearl Polymers 

Pearl Polymers, which has made good 
with manufaciurc of poiycihylene 
terrphihalatc (PET) botticv is issuing 20.8 
lakh equity shares of Rs 10 each at Rs 25 
premium, and offering out of this 20 lakh 
shares to (he public on l-'ebruary 16 with 
ICiCT and IM Financial as lead mana¬ 
gers. The company has an estimated rc- 
quiremeni of funds of Rs 17.87 crore, 
Rs 6.83 crore of't for expansion and Rs 7 
crore for investment in Pearl Engineering 
Polymers, a new company it is establishing 
for manufacture of PLT chips in colla¬ 
boration with Zimmer of Germany, and 


COMPANIES 


Jatnij Kapadiu 

ADVERTISING agencies have come to 
play a majoi role in the successful pro¬ 
motion ol capital issues by companies. 
According lo data compiled by Prime 
Data Base. Delhi. duriiigL the six months 
from April to September 1992. a total of 
165 capiui issues for an aggregate amount 
of Rs 2.219.49 crore were offered by pro¬ 
spectus in the country and 9S.6 per cent 
of these issues, in terms of the amount of 
capital issued, were handled by five adver¬ 
tising agencies. By ihc number of issues 
made, the five agencies’ share was 78,3 per 
cent. 

In both respects, by number and 
amount, Sobhagya Advertising ranked 
first with a share of 2^.5 per cent of the 
number and 6G.2 per cent of the amount 
ol capital issues. Pressman, Concept. CIca 
and Percept were the other four agencies 
which did lop hilling. CIca came after 
Sobhagvu in terms of amount and was 
loliowcd by Pressman, Concept and 
Psreept Compared to Sobhagya's share of 
60 2 pci ceiii, C Ica''- ^hate was 1.5.2 per cent. 
In terms t»i number o! issues, Clea handled 
!.V.^ per ccni and its share was e.xcecded 
by Pressman and Cnncepl. Corporate 
Voice .i.u Mercantile handled 2.4 per cent 
ol the nunber of capital issues and Mudra 
'.li pel c-.-n« ill amount, Mudra’s share 
was more at 1.8 per cent than ihosc of 
t o.porme \".Re at ().7 pet ceni and Mer- 
eam.ie’. 0 5 per eeiii A few eunipanies, 
0 fi pei ec’i! O’ (he mial number, handled 
ihen ..irsMi iss'ies ilv-nselves. Sobhagya’s 
top r'lilip'- !■ ;■ iii;f I. ■ in; biggcsi capital 
issR.' n; h. 1 / Vi cu"t which was made 
t>'. .ii' is and f-\;irochcmi- 

ca’’ ! I •..•cn..”, hud handled. 
■X si.'-- '.-ii; o! P:im, Base's Study is 
!'-s- 1 -- i;! Ihc t.,:. i-o'. (.1 Rs 2,129.49 

cn"; ' --' . ,!p (. 1 ; -.I'.:- .. R. I.Trp 48 crore 

w.r t!-- I'.iih,, ifie if-S issues 


with which it will be meeting the entire 
import requirement of PET chips. Pearl 
Engineering’s project is to cost Rs 84 crore 
and it will be coming into the market 
shortly with a capital issue with preferen¬ 
tial allotment to shareholders of Pearl 
Polymers. Pearl Polymers is expanding 
facilities for production of PET bottles 
from 48 million annually to 68 million at 
the existing sites at Jagani, Karnauka, and 
Mahad, Maharashtra, in addition to the 
public issue, the company is making a 
rights issue of Rs 4.04 crore. The expand¬ 
ed facilities are to come into operation by 
July 1993. 

-JK 


averag'ng Rs 12.91 crore. United Leasing’s 
was the smallest issue at Rs 0.51 crore. 

KINETIC HONDA 

Coping with Recession 

An important development in Kinetic 
Honda Motors is the increase in share¬ 
holding of Honda Motor Company, the 
foreign collaborators from Japan, from 
28.56 per cent of 50.92 per cent. This 
follows liberalisation by the government 
of the norms for foreign investment in 
Indian companies engaged in high priority 
industries in order to attract foreign in¬ 
vestment. The increase in the foreign col¬ 
laborators’ shareholding is lo yield for 
Kinetic Honda access to the latest 
technology and extensive R and D 
facilities at Honda, in addition to vital 
markets for export, by integrating with 
Honda's global operations. The company 
expects to earn valuable foreign exchange 
following the arrangement. The approval 
of shareholders for issue of 48,04,000 new 
ordinary shares of Rs 10 each to Honda 
at a premium of Rs 20 per share and for 
issue of 2,40,200 shares to permanent con- 
fin.icd employees of the company at par 
wa.s taken by a special resolution moved 
at the extraordinary general body meeting 
held on November 17, 1992. 

Meanwhile, exports during the year to 
June 1992 increased sharply to Rs 12.13 
crore from Rs 2.35 crore in the previous 
year. Mexico is the company’s biggest 
market abroad. Kinetic Honda sr-ooters 
were also exported during the year to 
lurkcy, Cyprus, Nigeria, Macau. Chile 
and Tanzania. The company is develop¬ 
ing markets in Venezuela and Argentina, 
besides Russia. 

Ai home, the company passed through 
recessionary conditions in two-wheelers. 


Although it SOM inoic Kootm at •4.i24 
against 81,675 in the previous year, sale of 
mopeds declined from 24,658 to 16,760. 
Vet the company achieved increased turn¬ 
over of Rs 171 crore compared to Rs 141 
crore in the previous year, which, however, 
did not result in improvement in profita¬ 
bility due to cost increases and the effect 
of the two-suge devaluation of the rupee 
on the cost of imported parts and the 
withdrawal of the concessional duty of 42 
per cent on imported components with ef¬ 
fect from April 1, 1992. Competition, 
coupled with recessionary conditions, 
restricted increase in selling prices, with 
the result that the higher costs could not 
be fully absorbed. Completing eight yean. 
Kinetic Honda is still to deebn iu maiden 
dividend. 

BAJAJ HINDUSTHAN 

Cement Unit Sold 

Operations of Bajaj Hindustban for the 
year ended March 31.1992. have resulted 
in a loss and a waiver of dividend to 
shareholders. The company experienced 
labour problems in the cement plant at 
Udaipur followed by a six-week long strike 
due to which capacity utilisation was 
restricted to 42 per cent. In addition, a 
steep increase in the cane price fixed by 
Uttar Pradesh government, together with 
unfavourable open market prices of sugar, 
affected the workii^ of the sugar division 
at Kheri in UP. 

Owing to financial loss, there was a 
s^ous liquidily crunch and the compuiy 
was not able lo meet its financial com¬ 
mitments in time. Referring to the posi¬ 
tion. the directors nuntion the co-opera¬ 
tion extended by the financial institutkHis, 
bankers and others, in particular by the 
ICICI, which sanctioned a short-term 
loan of Rs 1,200 lakh to clear a part of 
the short-term liabilities, lb meet the 
situation the company has been driven to 
dispose of the cement unit. After a 
delayed modernisation-cum-expansion 
programme was finally completed in 
March 1991, a production of 3,44,685 ton¬ 
nes of cement was achieved as againn 
3,15,550 tonnes in the previous year and 
the licensed and installed capacity of 
8,00,000 tonnes per annum. A resolution 
for shareholders’ approval was moved at 
the annual general meeting of the com¬ 
pany which was held in Bombay on 
September 24, 1992. 

The company is to complete moderni- 
saiion-cum-expansion of one of the two 
sugar units at Pulia by October 1993. The 
current cane season at this unit, which 
commenced on October 30, 1991 (as 
against on November 9, 1990 in the 
previous year) was to close around July 
15. 1992 (as against April 30, 1991) with 
total cane crushed at 62 lakh quintals 


Selling Capital Issues 
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(Si.36 lakh quinub) and a recovery of 
KMI percent (104 per cent). At the other 
Gola unit the season started on November 
4.1991 (as against on November 9,1990), 
closing around July 13, 1992 (April 29, 
1991) with II8.S lakh quintals on caiM 
crushed (80.26 lakh quintals) and a 
recovery of 9.30 per cent (10.10 per cent). 
As the season was prolong, the recovery 
was low. 

R>r the I991>92 season, the UP govern¬ 
ment has increased the cane price abnor¬ 
mally high from Rs 41 to Rs4S per quin¬ 
tal a^nst the statutory minimum price 
fised by the central government of Rs 24 
compa^ to Rs 23 previously. However, 
the levy price for central UP region has 
been rais^ by the central government by 
Rs 66 to Rs ^ per ^ of sugar. Mean¬ 
while production of industrial alcohol by 
the distillery division is likely to be main¬ 
tained around 200 lakh litres, after it 
recorded a decline from 213 lakh litres to 
194 lakh litres during 1991-92. 


WIMCO 

Good Riddance? 

Against Kinetic Honda's increasing 
foreign equity, WIMCO holds out pros¬ 
pects of turning around and getting into 
the black with divestment of foreign equi¬ 
ty in favour of the company’s present 
management. Swedish Match AB, 
Swetlen, sold in September 1991 its 
holding of 39.89 per cent to Multi Func¬ 
tions Engineering. Singapore, belonging 
to two NRIs, R G N Swamy and R K 
Jatia, who with a majority shareholding 
steppnl into the management of the com¬ 
pany as chairman and vice-chairman, 
respectively, of the board of directors. 
S K Jatia, brother of R K Jatia. is to 
become the managing director. The three 
men, together with WlMCO’s president, 
N S Narasimhan. have since gone on 
record saying that the period of losses is 
now over for the company. Fbr the six 
months, April to September, of the cur¬ 


rent finandml year the company declared 
at the close of November a net profit of 
Rs 227 lakh against a net loss of Rs 86 
lakh for the corresponding period of the 
previous year, which was in line with the 
observation Swamy had made in his chair¬ 
man’s address at the annual general 
meeting held on September 28.199^ that 
the “loss-making trend of the last few 
years has been reversed to one of 
reasonable pront”. 

WlMCO’s beina in profit again may not 
still mean that the company will be now 
back on the dividend list, since it has to 
wipe out an accumulated loss of Rs 2,021 
lakh as at the close of 1991-92. But the 
company has uken a turn for the better, 
which it is doing under the new manage¬ 
ment with a strategy of cost cutting, selec¬ 
tive price hikes, diversification and, above 
all. exports. As if the presence of the 
Swedish company was a roadblock to ex¬ 
ports. the company has opened up for 
export markets no sooner there was a 
change of management. For the first tinw 
in its history, the nearly 70 years old com¬ 
pany exported during 1991-92 safety mat¬ 
ches, receiving a good response, with ex¬ 
port orders on hand of about Rs S4 lakh 
at the close of the year. Exports are 
strat^ically planned, as they are not only 
to cover general currency areas, particular¬ 
ly in fruit products by the subsidiaries, but 
also to servi to offset competition at home 
by the small sector manufacturers of safe¬ 
ty matches who enjoy a concession in ex¬ 
cise duty. Till July of the current finan¬ 
cial year match exports amounted to 
Rs 43 lakh and fruit exports to Rs 268 
lakh. 

One precise step towards cost cutting is 
the disposal of the unit of Port Blair for 
manufacture of splints. The unit was 
closed for two years, while its operations 
proved a drag on the company. The 
disposal has now been finalised, in its 
place, the company is stepping up its agro¬ 
farm forestry activity to provide high 
quality wood for splints for matches at 
reasonable price.s. Since the change-over 
of interest of the Swedish company is 
complete, covering also the subsidiaries of 
WIMCO, the management is turning at¬ 
tention to further diversification. Efforts 
are under way, for instance, to'make the 
operations of the fruit product subsi¬ 
diaries from seasonal to round-the-year. 
The company also has an engineering 
division making packaging machines 
where, with certain adaptations, the pro¬ 
ducts are to be made competitive with im¬ 
ported machines. In prices, the mark-up 
is made selectively up to five paise per 
matchbox. 

Meanwhile, with the increase in share 
capital from Rs 1,358 lakh to Rs 2,987 
lakh following a 1:1 rights issue made dur¬ 
ing 1991-92, the company has ceased to 
be 1 sick unit. 


The Uieek'a CompanieB (Rs (akh) 

Kinetic Honda Baiij Hindusihan Wim eo_ 

Financial Indicaion June June March March March March 

1992 1991 1992 1991 1992 1991 


Income^expensfs/profils 
Net sates 
Eicisc duly 
Other income 

Increase (decrease) in year^nd 
finished stocks 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating prorus 

Interest charges 

Gross prorus 

Oeprecialion 

Prorus before tax 

Tax provision 

Piorns after lax 

Dividends 

(.iabifitiesAisseis 

Paid up capital 

Reserves and surplur. 

tong term loans 

Shon lerm loans 

Other liabilities 

Gross fixed atisets 

V-cumutaied depreciation 

inventories 

Of which rmished goods 

Receivables 

tx<ans and advances 

Cash and bank balances 

Invest menls 

Other assets 

foial liabililies/assels 

kVv fmanda! ralios 

Turnover ratio 

Rciurn on sales 

Rfiurn on investment^ 

Return on equity (^) 

Laming per share 
i hvidcnd (%) 
brxrk value per share (R.s) 
urieni market price 
S’''E latio 


14342 

II8I7 

11827 

2785 

2317 

1461 

279 

215 

583 

(100) 

157 

2879 

11289 

9417 

6639 

IIS 

79 

2272 

507 

397 

2008 

368 

313 

1320 

1459 

1077 

1476 

751 

906 

1574 

266 

275 

1822 

485 

631 

-248 

191 

183 

1186 

294 

448 

-1434 

294 

448 

-1434 

1000 

1000 

575 

417 

123 

4802 

1278 

1583 

9503 

796 

107 

6076 

1704 

1353 

6601 

3037 

2645 

24317 

10% 

904 

7877 

1932 

1556 

8818 

219 

319 

7059 

675 

192 

663 

.194 

332 

1152 

730 

319 

375 

— 


2) 

IK 

23 

89 

5195 

4166 

27557 

2.76 

284 

0.?3 

3,3H 

5.34 

-2.10 

9.34 

15.15 

- 0.90 

20.75 

39.89 

26.67 

2.94 

4.48 

24.96 

14.17 

11.23 

44.05 

103.75 

_ 

no 

35.29 

— 

85.04 


13851 

11078 

11133 

1583 

1371 

1392 

308 

285 

428 

798 

7422 

5392 

5511 

1744 

402 

294 

I8S6 

311 

312 

1210 

2103 

1945 

1138 

2883 

2732 

1587 

524 

704 

97) 

458 

501 

614 

(6 

203 

755 

150 

173 

-141 

-84 

30 

— 

— 


- 141 

-84 

30 

103 

— 

— 

560 

2987 

1358 

6738 

311 

404 

6777 

784 

814 

5047 

3846 

3305 

5074 

2764 

2281 

21748 

3422 

3404 

6333 

2334 

2214 

6110 

2032 

2028 

4181 

505 

559 

379 

1410 

1562 

1952 

1467 

1446 

303 

2258 

2753 

28 

292 

294 

24 

214$ 

1366 

24211 

10692 

8161 

0.57 

1.04 

1.36 

4 43 

0.60 

1.82 

2.54 

0.62 

2.49 

- 1.93 

-2.55 

1.70 

2.52 

-0.28 

0.22 

18 

— 

— 

70 71 

11.04 

12.97 

_ 

66 

— 

- 

65.72 

— 
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Invaluable for students, scholars 
and researchers 

CONCEPT S DICTIONARY OF 
AGRICULTURAL SCIENCES 

i.C. Gupta & S.K. Gupta 

Rs. 490 (PB Rs. 95) 

This dictionary contains definitions 
of terms commonly encountered 
by the researchers, planners and 
common man related tothefieid of 
agriculture. It also includes terms 
from varying disciplines such as 
agronomy, agricultural engineer¬ 
ing, botany, breeding, chemistry, 
climatology, entomology, genet¬ 
ics, geology, plant physiology, so¬ 
cial sciences and soil sciences. 

PuMihfers. Phones 550404?, 5S54CW’ 

CONCEPT PUBUSHING COMPANY 

A,'l5-!'.-. C.'5MMEHaAi Bloch. Mof,ANGAWitN 
Ntw Dfi/ii-n0053 

Shcm RoC’Ii'.. r-Houf: 32 7? 187 

4786/23, Ansais! Bcao. bAAVA Gaia:, New Ccuii-SS 


ATTENTION 

Scholars/Readers 

fer vour rrq;jiremffn» of Hare Out of 
Prio' and New Boov.5 and go^rnment 
puWiostiC'K on India, write to or visii 

Prabhu Book Service 

Sadar Bazar, 

Oo.'gaor. Haryana 122 001 
India 

1«1 on STD 01279.20586 
fsoo’ Ocih. 8 j 90588 

wit are also intere-ited ir> purchasing 
Singh: bo "As.'indirkiuat collections/ 
whole i,tXfliie-> of andque/rare books 
, Bcx>is iig'iecj b/ Mahatnia Gandhi, 
J&Wiiharial Nc’iru tndifa Gandhi, Raitv 
GanT)'. ar,d other nahonahit 

icaaen are o' special interest 


Dp You Require 
In^an Book ? 


Phase Coni act' 

G^hti mom m. LTD. 

5, Ai v>.,n Rc«j<i. New Delhi 110002 
-5282060 

F^'.v (Oil) 2b! •'■’il A:f-. CYAN 


1 C F S 

CALL FOR PAPERS 

DEMOCRACY, ETHNICITY & DEVELOPMENT 
IN SOUTH ASIA 

1'lu' International Cenin.' for Ethnic Studies invites scholars tt> submit 
profMisals for re.search papeis on the above theme. The papers must deal 
with demtK'raey. ethnicity and des'clopment integratinfi the thn.*e themes. 
I'hey must deal conceptually and analytically with topics such as affir- 
niative action, economic bases/costs of ethnic conflict, relationship 
between democracy and development in ethnically divided societies in a 
South Asian context. The selected authors will be invited to Sri Lanka to 
present their papers at an international conference hosted by K.'ES in August 
199.1. Applications should reach the organisers by 30 March 1993. 
(Synopsis together with a sample of a recent publication are welcome in 
initial letter of enquiry.) 

For details please contact: 

The Director 

International Centre for Ethnic Studies, 

SS-i/l Heradcniya Road, 

Kandy. Sri l.anka. 

Phone: 08 23095 Fax; 011 94-8-32343. 


"... there is no use of crying over the spilt milk; the point is, it may 
be argued, to deal with the present and the future. But are the two 
things—review of the pa.st, deciding the present and planning the 
future—so opposed to each other? 1 would . .. humbly plead that 
the economic and politic'al crisis through w'hich the country’ has been 
pa.ssing . . . and is passing today should he traced to the past—the 
class character of the bourgeois leadership which stood at the head 
t»f the freedom movement.” 

Read the details in 

A HISTORY OF INDIAN FREEDOM STRUGGLE 

By E.M.S. Namboodiripad 

(Second impression) 

Royal 600 pp approx. Price Rs 400.00 
To be released in May 1993. 

Prepublication offer 

Rs. 250.00 payable on or before March 15, 1993 
Book your copies with 

Dr. K.M N. Menon 
Sf>clal Scientist Press 
C 44, DDA (MIG) Flaus 
Saket, New Delhi ! 10 017. 
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RANDOM REFLECTIONS 


Indians External Debt in Relation 
to BOP Prospects 

Arun Ghosh 

The Reserve Bank is to be congratulated for bringing some 
transparency to the subject of Indians external debt obligations and 
for attempting a long overdue reconciliation between divergent 
estimates of such debt. Using the data made available by the RBI, 
an attempt is made here to determine the magnitude of the 
country’s external debt, to examine the concepts adopted by the 
RBI to delineate the country’s external debt liabilities and to 
assess the options open to the country for meeting these liabilities. 


THE Reserve Bank of India has done a 
signal service to the Indian public by 
taking the veil off the figures or India’s 
external debt liability. More; the RBI has 
attempted a reconciliation between 
Government of India <GOI) estimates, the 
World Bank (WB) estimates, the OECD 
estimates, and estimates published from 
time to time by the Bank for International 
Settlements (BIS) and the Institute of 
International Finance (ilF). Indeed, there 
have been troublesome differences bet¬ 
ween the GOI estimates and the RBI 
estimates also; and all these varying 
estimates have been confusing, to say the 
least. The RBI has not only narrowed 
down the differences between the different 
estimates but has also explained their 
causation; more importantly, the RBI has 
laid down a set of principles—in accord 
with international practice—in the light 
of which future estimates are to be 
prepared, for the end of each quarter, and 
to be published each year (as of end- 
March) in the Annual Report of the RBI. 

The reconciliation of the divergent 
estimates, and the laying down of the 
principles for making future estimates 
have been attempted by a Policy 
Group/Task Force set up by the Reserve 
B.>ink, and their reports, as well as revis¬ 
ed (and reconciled) estimates published in 
'he Supplement to the RBI Bulletin for 
November 1992. The entire exercise is 
highly commendable. It not only lifts the 
<cil of secrecy as to India’s external debt 
'hligations—known to external agem;ies 
but not to Indians in the past—but also 
inaka for transparency in regard to these 
vital data. 

The RBI Bulletin (Supplement) has 
also presented another highly valuable 
siatisticf, namely, India’s d^t repayment 
liability over 1991-92 to 1995-96 (with 
actuals for IM8-89 to 1990-91 also given 
elsewhere). These estimates are bas^ on 
ihe outstanding debt of varying maturities, 
with different rates of interest, as of 


March 31, 1991; obviously, the estimates 
cannot take note of further debt liabilities 
that may be incurred later. Indeed, there 
are major problems in regard to various 
types of liabilities (such as capital flight) 
which cannot be pr^icted. The only thing 
that can be predicted is the repayment of 
past debts due on maturity (without 
a.ssuming a roll-over of any part of the 
debt, or future inflows of borrowed 
funds). 

This brief essay would be concerned 
with three issues: (a) the total magnitude 
(and nature) of India’s external debt; 
(b) the concepts adopted by the RBI (and 
laid down for future delineation of India’s 
external debt liability); and (c) am assess¬ 
ment of the impact of India’s external debt 
liability, and the economic policy options 
open to the country for meeting these 
liabilities. But, before commencing a 
discussion of the issues, one ought to con¬ 
gratulate the RBI once again for bring¬ 
ing transparency to the problem of India’s 
external debt obligations, and for attemp¬ 
ting a long overdue reconciliation between 
divergent estimates of India’s external debt 
liabilities. 

ThI. ESTIMATfeS 

The total external debt of India, as of 
December 31, 1991, is reported at US 
S 66.1 billion. A footnote adds that this 
figure does not include rouble/rupee 
bilateral credit worth S 1.2 billion, short¬ 
term credit of less than six months worth 
S 2.2 billion, and NRI (non-repatriable) 
rupee credit worth $ 0.4 billion. Adding 
these, one would get a total outstanding 
external debt liability of India at $ 69.9 
billion as of December 1991. These figures 
are at variance only marginally with IMF 
or World Bank estimates. Apart from 
definitional and conceptual differences, 
there arise certain genuine problems in the 
evaluation—as of today—of the outstan¬ 
ding value oi rouble credit from the 
erstwhile USSR. For example, the WB 


uses the IMF exchange rate for estimating 
the outstanding amount of rouble debt 
liability of India—a subject of negotia¬ 
tions Ireiween the GOI and Boris Yeltsin 
and his colleagues. (The RBI total does 
not even include this figure, and the 
memorandum item in the footnote repeats 
the IMF/WB figures.) While these and 
other issues would be discussed in the next 
section, it would appear that during 1991 
there has been some reduction in India’s 
external debt liability, partly as a result of 
a flight of NRI deposits and partly in the 
amount of short-term debt. 

In a sense, both developmcnt.s are 
heartening; both the above liabilities carry 
very high rates of inicfcst; and the 
excessive burden of short-term debt is 
both risky and unnecessary. Before get¬ 
ting into that issue, it may be useful to 
reproduce the divergent estimates of 
India’s external debt liability, as of March 
31, 1991. The reader should be prepared 
to see somewhat varying figuirs of the 
toul magnitude at different places, even 
as per the final figures presented by the 
RBI (as the official GOI estimates). 

Several points need to be noted here^ 
First, the World Bank prepares the Wbrid 
Debt Tables (WOTI essentially on (he 
basis of data supplied by member coun¬ 
tries. HencA the discrepancies between the 
GOI and the WB estimates need to be 
explained. There is a major difference 
between the two sets of estimates under 
NRI deposits. The WB adds the ac¬ 
cumulated interest due on the.se deposits; 
and where a deposit, say of three ^ars’ 
maturity, is to be paid back inclusive of 
interest at maturity, the WB procedure is 
obviously correct. Secondly, in regard to 
short-term debt, the GOI excludes such 
credits of less than six months, as being 
current trade credits which are not a debt 
liability. (NRI deposits of three months 
are, however, included in the GOI 
estimate.) The IMF uses the ‘gross’ 
liability concept; and in a sen.se that is cor¬ 
rect, since we arc nut measuring net 
liability; India may have lent abroad, 
which would be an asset to be deducted 
from the liability. However, though we are 
looking at the gross liability, our extern^ 
as.sets may be sticky, not realisable when 
liabilities arc due; and arriving at a figure 
of net liability would iiuolve another 
painstaking exercise. 

But a more importam—and incxpli- 
cable—iioini that arises is that in another 
finally reconciled statement of India's 
esterna! debt liability, as on March 31 and 
December 31, 1991, we get figures totally 
at divergence with the figures (given as 
GOI estimates) in Ihble I. W; are now told 
that as of March 31, 1991, India's exter¬ 
nal debt liability stood at S 63.1 billion 
(and not % 67 billion). Table 2 may be seen 
in this context. 
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IWo points emerge from the Ikble 2 
figures. First, the task of formulating 
precise estimates of India's external debt 
liability bristles with dilTiciilties. Secondly, 
despite these difficulties, such wide 
divergences arc baffling. Obviously, an 
outsider has to make certain assumptions 
and proceed further to draw deductions 
which depend significantly on the 
assunipiions made--a clear case of cir¬ 
cular rcasuning. 

Another important ‘statistic’ given by 
the KBI pertains to India's debt service 
liability. Two sets of data arc given in this 
connection, in two different places; one 
giving ‘actuals'—as indicated by the GOI 
and the WU- lot 1988-89 to 1990-91; and 
the other, piojections of debt .servicing 
charges over IWI'92 to 1995-96, made by 
the RBI. Again, it is baffling to find that 
there arc wide divergences between the 
figures of ‘actual payments' as given by 
the (iOl and the WB. Tabic 3 may be sexn 
in this context. 

Again, to repeat what has been stated 
already, the sharp divergences between the 
‘actuals' of interest charges in past years, 
between the GOI and WB estimates, are 
baffling because the WB frames these 
estimates on the basis of GOI data (sup¬ 
plemented by data obtained from the 
IMF). The interest payments, as per the 
WB estimates, are around a billion dollars 
more per annum than the GOI estimates 
(for 1990-91, the difference being $ 1.3 
billion). The second point of note is the 
sharp increase in the RBI estimates in 
both the repayment of principal and pay¬ 
ment of interest as from 1991-92. Is it 
possible that the flight of capital during 
1991-92 was that high? When the next 
Economic Survey is published, we would 
(hopefully) know the precise movements 
in NRl deposits. But the sharp increase 
in interest payments (by $ 1.3 billion) in 
1991-92 indicates that possibly the 
estimates for the earlier years are gross 
underestimates and that the World Bank 
figures are correct. It is possible that part 
of the interest payment got re-invested in 
NRl deposits/other capital inflows, which 
then did not require any actual remit¬ 
tances, and that therefore these liabilities 
were missed out in the GOI estimates. One 
i.s not sure; and clarification on the issue 
appears to be called for. 

Anyhow, the sharp increase in the 
repayment of principal indicates the 
burden of short-term, debt that we had 
contracted during the 80s. After all. the 
RBI estimates arc merely a reflection of 
the maturity periods of past debts—and 
the RBI does not, in fact cannot, presume 
any rolling over of all these liabilities. 

The indicates a sharp increase in 
the burden of commercial (private) debt 
d'jring the decade of the 80s. Private 
creditors accounted for $ 2.06 billion of 
outstanding liabilities, out of a total of 
$ 20.6 billion of outstanding debt—or 
oaualy to prr cent of total debt—as of the 


end of 1980. As of the end of 1990, this 
percentage had gone up to almost 36 per 
cent, at S 25 billion out of a total debt of 
S 70 billion. It is the.se relatively shorter- 
term private loans contracted during the 
80s that are coming home to roost during 
the 90s. One has to remember in this con¬ 
text that these projections of repayments 
due are ba.sed on an examination of all 
pa.st debt liabilitie.s (and the maturity 
period of each), and dtxts not take into 
account any further liabilities contracted 
after March 1991. The que.slions that arise 
in this context are: (a) How is such repay¬ 
ment to be achieved; and (b) What arc the 
options open to the country in the com¬ 
ing years. The.se issues will be briefly 
touched upon later. 

Before passing on to a discussion of the 
concepts used by the RBI, let us reproduce 
the estimates of India's external debt as 
of December 1991, and the paiiern of this 
debt liability (Table 4). | 

Two important points need to be noted 
in the context of the above figures. First, 
long-term aid from multilateral and 
bilateral aid agencies amounted to only 
S 38.76 billion, of which only S 28.27 
billion were on concessional terms. If one 
were to add the drawings from the IMF, 
the total assistance from official sources 
would be seen to be only $ 42.23 billion 
out of the total 'recognis^* external debt 
of S 66.06 billion. The balance of exter¬ 
nal debt falls under commercial credits, 
NRl deposits, etc Secondly, while short¬ 
term trade credits may reasonably be lef) 
out from an assessment of India’s exter¬ 
nal debt liability, some of our commer¬ 
cial banks have been raising three to six 
months’ loans from banks (at the London 
Interbank Borrowing Rate, or LIBOR, 
plus a small premium), and rolling them 
over from time to time: In 1991, not only 
did the interest rate harden, some of these 
loans could not even be rolled over as 
India’s credit rating plummeted. It is 
therefore a healthy sign that short-term 
commercial loans are being retired. 
Indeed, our first task should be to gel rid 
of all such liabilities (which can be very 
embarrassing at a time of difficulty), as 
also phase out all NRl deposits, which are 
available at a very high rale of interest. 

The point of importance is that at a 
time when the economy is not growing, 
when exports are not growing rapidly, 
loans at high interest rates can create 


severe difficufties in the future Indeed, we 
are currently passing through such a 
phase, and our elTpn should be to get out 
of the difficult situation we are creating 
for ourselves as .soon as po.ssibie. Inciden¬ 
tally, at Rs .30 per dollar, NRl deposits (as 
of December 1991) would be equivalent 
to Rs 2S.500 crorc significantly more than 
our total gold and foreign exchange 
reserves. 

(7ne filial point relating to the esti¬ 
mates. In an attempt to reconcile the WB 
estimates and the GUI estimates of 
outstanding debt liability, a difference of 
S S billion in debt stock was observed, 
after putting both sets of data on a com¬ 
parable basi.s. The U'DT published l>y the 
World Bank gave India's external debt 
liability as S 70.1 billion, whereas accor¬ 
ding to the RBI, the total came to S 63.1 
billion. Of this difference, short-term 
liabilities accounted for 27 per cent ($ 1.35 
billion), and long-term liabilities for 73 
per cent (S 3.65 billion). While the 
magnitude of short-term liabilities can 
vary, depending on concepts used as well 
as b^'ausc of data limitations, the large 
difference in long-term debt liability 
needed an explanation. It was found that 
a major part of this difference arose from 
the revaluations of external debt carried 
out by the World Bank—because of ex¬ 
change rate changes—the differenc e in the 
total of World Bank loans to India 
(designated in different currencies) alone 
accounting for some $ 2.8 billion of the 
total difference. 

TAMtF.2: RBI Esiimaicsoi InoiasE.vtcrnai. 

Uiai Liahii IIy 
(As on March .’ll. 1991) 

(S billion} 


Vide Vide p 44 
PP 11-12 (Task Farce 
(Policy Report) 
Group RBI 
Report) Bulletin 
RBI Supplement 
Bulletin 
Supplement 


(1) Official creditors 

35.1 

35.4 

(2) IMF 

2.6 

2.6 

(3) Private creditors 



and NRl deposits 

23.2* 

24.2* 

(4) Short-term debt 

2.2* 

4.8 

Grand total 

63.1 

67.0 


* NRl (ieposii.s of less than six months maturi¬ 
ty, worth $ 1.4 billion, are sbqwn under 
Row 4 (shon-ierm debt). This amount has 
been shilled to facilitate comparison. 


Tabi.I; I: 

INDIA'S E.XTERNAI. DEBT LlABII ITV—Al ItKNATIVE ESTIMATES 
(As on March 31. 1991) 

(1 billion) 


GOI 

World Bank 

IMF 

IIF 

(1) Orriciat creditors 

35.4 

36.1 

35.8 

36.3 

12) IMI 

(3) I’rivaie creditors 

2.6 

2.6 

2.6 

2.6 

and NRl deposits 

24.2 

26.5 

24.3 

25.4 

Total long-term debt 

62.2 

65.2 

62.8 

62.2 

t4) Shuii-term debt 

4.8 

4.7 

6.0 

6.7 

Grand lulat 

67.0 

69.9 

68.8 

68.9 


Source: KBI Bulletin (Supplement). November 1992, p 44. 
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w uiKwiiy TiTgiT wwc c an oiiriPomyTOiin'ot— aaniKrTartiwaim'iinitC'ff^^ ‘*“ 

alignment with the rouble:dollar exdiange 


w niie uicn iwiHom, annuauy< praem 
problems, it is clear that at any point of 
time, the actual liability should be 
estimated on the basis of the latest 
exchange rates vis-a-vis the currencies in 
which the liabilities have been incurred. 
The conclusion is that the higher WB 
estimates of India’s debt liability would 
represent the correct picture of India’s 
external debt. 

Conceptual Issues 

The Reserve Bank has adopted the 
internationally accepted definition of 
external debt as "the amount, at any given 
time, of disbursed and outstanding con¬ 
tractual liabilities of residents of a coun¬ 
try to non-residents to repay principal, 
with or without interest, or to pay interest, 
with or without principal’’. The words 
‘with or without interest’ bring interest- 
free loans into the definition; equally, the 
words “with or without principal' does the 
same for loans of indefinite maturity. 

Problems do arise, however, c g. with 
the definition of a resident/non-resident 
(for which the IMF Balance of Payments 
Manual recommendation of residence of 
more than one year is accepted). More 
intractable problems arise with off-shore 
banking and, more recently, from the set¬ 
ting up of ‘tax free' zones and the 
establishment of ‘flag of convenience' 
companies. A particularly ticklish issue 
pertains to ‘leasing’ transactions—mostly 
in use for aircraft leasing internationally, 
and for computer hardware—but these are 
(for the present) to be excluded from 
Indian data, partly because their magni¬ 
tude is small but mainly because of data 
non-availability. 

The RBI Ihsk Force has proposed a new 
classification of external debt which has 
been accepted by the Policy Group. The 
proposed classiHcation is praiseworthy. 
However, there are two issues relating to 
the RBI proposals which are questionable. 
The first of them concerns the bilateral 
rupee and rouble credits owed to non¬ 
residents. In this context, the Reserve 
Bank has come up with a somewhat 
curious explanation. 'R> quote from the 
RBI report: “They [i e, such credits]... 
have no direct imp^ on foreign currency 
reserves since they can be settled through 
rupee trade” This explanation is curious, 
to say the least. A//external debt liabilities 
need to be settled, in the final analysis, 
through creation of an export surplus (or 
throu^ net service incomes), that is, 
thro^ trade Whether trade is on a 
multilateral basis or on a bilateral basis, 
the effect on the Indian economy—in 
terms of domestic availability of goods 
and services—is the same. The explana¬ 
tion is at best lame 

There are, of course major problems 
in regard to liabilities pertainii^ to rou¬ 
ble credit. The rupeerouble ratio has, in 
the past, been fixed arbitrarily, at an 


rate The IMF (and following the IMF, the 
World Bank) has down-rated the dollar 
value of the outstanding rouble credit on 
the basis of the rouble:doiIar late. Cur¬ 
rently, the fixation of a rouble:rupee rate 
is under negotiation: and the outstanding 
amount would depend on the rate deter- 
mind after negoliation.s.* 

There is another major problem with 
regard to rouble credit. Military aid given 
by the former USSR to India is not know n 
and the data are kept secret. Curiously, 
even international agencies are equivocal 
about whether or not to include military 
aid in the statmenis of oustanding exter¬ 
nal debt liability. One can understand 
the failure on the part of statistical 
authorities—in the absenc'c of data—to 
include these data. However, one must 
note that such liabilities constitute as 
much of a claim on the resources of the 
country as debt contracted for non¬ 
military purposes. In the interest of 
rrenspo/enty-which is one of the major 
objectives of the present effort at revising 
data on external debt—such liabilities 
should, in principle, form part of the total 
external debt liability. The people, and 
parliament, have a right to know where 
the country stands in relation to its exter¬ 
nal obligations. 

The second conceptual problem arises 
from the decision of the RBI to exclude 
all short-term credit of less than six 
months from the purview of debt stati¬ 
stics. One can understand the exclusion of 
pure trade credits, extended both for im¬ 
ports and exports, though even for such 
credits, one should know the magnitude 
of the liabilities. However, in the late 8(^, 
the government got into the habit of ask¬ 
ing commercial banks—in particular, the 
State Bank of India—to borrow short, 
and to keep rolling over these debts at the 
LIBOR (plus a small margin). One does 
not know the precise magnitude of such 
loans: and it is pos.sible that the sharp dif¬ 
ference between the IMF estimate and the 
GOI estimate of short-term liabilities 
arises in part from such loans being ex¬ 
cluded from the debt figures owned up bv 
the GOI. And, since, it may be difficult 
to distinguish between trade credits and 
such borrowings, it appears to be desirable 
to include all such liabilities in the exter¬ 
nal debt statistics. 

EXIIRNAt Diet AND BAI AN( I <il 
Pavments 

We come to the last of the issues, which 
in fact is the raison d’etre of the present 
essay. Going back to Table 3. what are i he 
implications of the external debt we ha\c 
been piling up? How does one resolve the 
problem in die medium/long-term? How 
does one avoid a debt trap of the worst 
kind? Leastwise, how does one avoid the 


country in mid-1991? 

To seek an answer to the above ques¬ 
tions. one needs to take a hard UKvk at the 
detailed receipts and payments in India's 
balance (<f pa>nients. considering the 
stark icalifs iliui our gross debt .service 
liability ovei ihe coming few years varies 
between S V and 10 billnin |ier annum (ex¬ 
cluding the repayment of the rouble 
credit). And, since it is certain that wc 
slaved off a net payment of this order in 
lWI-92 and 1992-93 by contracting 

• As we go to press, a new agreement has been 
reached between the Russian ledoraiinn and 
the GOI on the si/c and nuinnci of repay¬ 
ment of the rouble credit from the erstwhile 
USSR to India undo a protocol signed in 
1978. The total rouble cicdii is estimated, as 
of April I, 1992, ai roubles 9,871 million. 
Formally, at the rupee: rouble exchange rate 
(under the I97N prouieol) as of April I. 
1992—namely. R.s tl.'7 per rouble—the 
amount of rouble credit works out lo 
Rs .310.9.3 billion In citeci. however, ihis ap¬ 
pears to be unrealistic ohe laicst inarkei price 
of the rouble being ,Vf>8 loubles to the US 
dollar). The oiilsianding louhl-.- ciedii is, 
therefore, to be re-esuluated on the follow¬ 
ing basis. At Rs 31.57 pci rouble, the rupee 
value of the rouble credit would amount to 
Rs 310.93 billion, oi, approximate!) $ 10.3 
billion at the cutieni exchange rale At the 
exchange rate valid on April I, 19911 (up lo 
which lime the rouble credit has been effec¬ 
tively used)—that is. Rs 19 9 per icubic- 
the rouble credit would amount lo Rs 196.43 
billion. This amount is to be repajd by the 
export of Indian goods and services over a 
period of 12 years, the credit carrying an m- 
icresi rate of 2.4 pei cent. Che balance 
amount of the rouble credit (ai Rs 31..57 per 
rouble) totalling Rs 117.34 billion would be 
an interest free loan repayable over 4$ years. 

Thus, in effect the rouble credit stands at 
Rs 310.93 billion, with concessional repay- 
ineni terms. Ihe repaymeni of principal dur¬ 
ing 1992-93 works out to around Ks 1,897 
crore. and interest payment to Rs 471 crore. 
making the debt service charge in 1992-93 
against the rouble credit Rs 2,368 crore. 
Mow'vvcr. since the outstanding ‘technical 
credit' tfor financing imports fiom India) 
granted to the Russian l-edcralion amounts 
to Rs 2.700 crore. the 1992-93 debt service 
pa>iiic*rit is more than offset by the 'technical 
cicdii' l-ioin 1993-94. however, the repay 
mcot (It piincipal would be Rs I 897 crore 
aiinuallv. the interest payment going down 
hv R\ .<9 vr-rre .innually, being Rs 432 ciore 
in l99.t-94 li IS lo be noted, howevei. that 
i)ic rupet value of the rouble credit would 
be linked ic. .i baskci ut five convertible Cur¬ 
rencies and. in the event of a further devaliia- 
lion oi the rupee, vvould he upscaled irrespec¬ 
tive ul the exchange rate of the rouble. 

For convenience, it may be worthwhile to 
simplilv ihe matter and—lor the present 
escrcive - lo designate the outstanding rou¬ 
ble cicdit (as on April I. 1992) at around \ 
1(1.3 billion, and the serva-ing charge at k 777 
million in 1993-94, declining by some S 13 
million a year 

India's tool external debt, as at the end 
of r)txembc'i 1991. may be .stated to be S 80 
billion at a minimum. 
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OBITUARY 


Gopalakrishna Kumar 


I 

A Vaidyanathan 

BHASKAR GOPALAKRISHNA 
KUMAR, a brilliant young economist, 
was deprived of the great promise and 
potential he had displayed when his in¬ 
credibly courageous but one-sided argu¬ 
ment with cancer—conducted for a little 
over three yean—was terminated in a New 
Delhi hospiul late on the evening of 
January 4. Gopu—the name by which 
B G Kumar was known to his friends and 
professional associates—was just 34 when 
the end came. In the pitifully brief span 
of lime that was vouchsafed him, Gopu 
had yet succeeded in doing important 
work in the broad field of development 
economics, with special emphasis on the 
subjects of food, famines and poverty. He 
was unswervingly dedicated to the cause 
of studying the Indian economy, with 
which he acquired a familiarity only 
slightly less intimate than that with the 
back of his palm. Gopu was also a deeply 
conscientious teacher. His scholarly 
publications have appeared in, among 
other sources, national and international 
journals such as Economic and PolUicat 
Weekly. Journal of Pea.wnt Studies, 
Journal of Development Studies and 
Cambridge Journal of Economics, and in 
edited volumes of papers including the 
one on Poverty and Hunger edited by 
Jean Oreze and Amartya Sen. 

Educated in Delhi. Sussex, Cambridge 
and Oxford, Gopu completed his O Phil 
dissertation under the guidance of 
Amartya Sen. whose influence on him was 
very considerable. This is manifested in 


gestion of complaint, but only from the 
standpoint of the higher philosophy of 
probability theory] 

Gopu is survived by his mother, a sister 
and three brothers; his work, which is 
fine and impressive though he was scarce¬ 
ly afforded the time to much more than 
begin it; and by innumerable friends and 
professional colleagues who, with fond¬ 
ness, will cherish the memory of that 
lanky frame and boyish face. 

II 

Pulapre Balakrishnan 

BHASKAR GOPALAKRISHNA 
KUMAR, *Gopu’ to almost everyone who 
knew him. died in the evening of January 
4. Readers of EPW would be familiar with 
his writings, the last of which, on the 
Union Budget for 1992-93, appesired even 
while he was struggling against the ravages 
of cancer. He was only 34. 

As far as I am aware; Gopu‘s earliest 
piece of writing on economics, yet to be 
published, was a piece on the economic 
development of Kerala. It remains an 
unsentimental look at the ‘Kerala model’, 
the expression being actually used there 
well before it got enshrined in ‘Develop¬ 
ment’ literature. He must have been in his 
very early 20s then, for it was his Ma.stcr’s 
thesis at Leeds. Success came soon after, 
when he was awarded the Stevenson Prize 
by the Faculty of Economics and Politics 
at Cambridge for the best essay in the year 
l982-8.t. ‘Prices and Economic Power', 
unravelling the political economy of inter¬ 
sectoral relations in India, was later 
published in the Journal of Development 


Studies. Many more academic papers 
followed, and there was work done for the 
United Nations and for Amartya Sen’s 
project on Famine at WIDER, Helsinki. 
A colleague of Gopu’s at the Centre for 
Development Studies is presently compil¬ 
ing his written work, which ranged from 
the microeconomics of public policy 
towards the social sector to the viability 
of the economic strategy adopted by the 
present government. 

I believe that those of vs who knew 
Gopu are bound to declare i hat he was in¬ 
tensely political. In an age when a m-an's 
worth is summed up by his oven affilia¬ 
tions. this one chose to walk alone. Gopr 
Kumar was involved with India and its 
destiny in a deep and inspiring way. It 
icflected in his work, his life, and, ab<>ve 
all, in his beliefs. 

Born last to a gentle mother and .-tn 
international civil-servant father, Gopu 

wa. s raised lovingly. He took naturally to 
the many worlds that followed, and oc¬ 
casionally suggested tha< it had S>eeii an 
especially happy time at Bailiol <!.'ollege. 
Oxford. All through there wcic mtcllrc- 
tuai rewards, there was travci, and abtwe 

all, there were friendships from Calcuiia 
to Addis ,\haba and Montreal. I'inally. he 
appeared to be settling down nicety at 
Thiruvananthapuram. His interests wer<- 
in many ways philosophical, his tastes un¬ 
compromisingly epicurean, and his ap¬ 
proach to life profoundly ethical. Whc<i 
I remembet Gopu 1 recall wir and wisdom, 
courage and compassion, and I leaiise 
‘here was a life’. Many of us have lost a 
friend, India a worthy sttii, and this world 
a .sensitive being. In a brief appearance 
Gopu Kumar taught us many things, but, 
above all, the meaning of the good life 


Gopu's deep commitment to both nor¬ 
mative issues and life-and-death matters 
governing developmental problems, on the 
one hand, and, on the other, to more 
abstract philosophical concerns and 
analytical questions in economics. His 
colleagues at the Centre for Development 
Studies. Trivandrum, and his friends 
elsewhere in India and abroad, will recall 
with fond wonderment the staggering 
range oi his reading and his interests, 
which never flagged all through his pro¬ 
tracted and bravely uncomplaining battle 
K>r his life. F.wing’.s carcinoma, which is 
a ptcdoimnantly childhood disease, 
'aught h;ni tiut m -.he absurdly im¬ 
probable last- end of the distribution of 
incidence b'. The most he would csim- 
mil hitrtvU -,tas the view ihai 'it wa.s 
incrcdibl- iiKk’-.uttered wjili no sug- 
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COMMENTARY 


AGRICULTURE 

What Good Monsoons Have Helped 
to Conceal 

Charvaka 


The excellent rainfall in the past few years and the favourable 
production response to increased availability of modem inputs 
have tended to create a sense of complacency in official circles 
towards solving the long-term problems of agriculture. At least 
five critical areas which have been neglected can be identified. 


AGAINST the background of a deterio¬ 
rating economic scene, government spokes¬ 
men have been taking credit for the satis¬ 
factory performance of the agricultural 
sector. No doubt the prospects of agricul¬ 
tural growth in 1992-93 are good. After 
an absolute fall of nearly l.S per cent in 
1991-92, the index of agricultural produc¬ 
tion is likely to register a rise of at least 
3 per cent in 1992-93. With a copious 
south-west monsoon, total foodgrains 
production is now expected at about 177 
million tonnes, 6 miliioii'tonnes more than 
in 1991-92. Official reports indicate that, 
unlike in the recent past, the increase in 
kharif foodgrains output is expected to be 
marked mainly in coarse cereals and 
pulses. Of the 3 million tonne increase in 
rabi output, about 2.5 million tonnes are 
expected to be in wheat. Amongst the 
non-foodgrains crops, raw cotion output 
is estimated to achieve the targeted pro¬ 
duction level of 120 lakh bales and thus 
register an increase of over 22 per cent. 
Oilseeds output is expected to go up from 
18.3 million tonnes in 1991-92 to 19 
million tonnes in 1992-93. Crops not ex¬ 
pected to do so well include sugarcane, 
jute and mesta, tea and coffee. 

Thus, the short-term outlook on the 
agricultuial front seems encouraging. 
What the policy-planners do not seem to 
ealise is that all the same agriculture is 
likely to emerge in the medium term as a 
major constraint on development. The 
larm sKtor has enjoyed, almost for the 
first time in recent memory, an uninter¬ 
rupted five-year period of abundant rain¬ 
fall. The all-commodities index of agricul- 
‘jral production, which was at 158.4 in 
1985-86, 152.5 in 1986-87 and 151.3 in 
i 987-86, registered a quantum jump to 

i83.2 in 1988-89 and never looked back 
=hereafter for the next four years; in 
i9‘'2-93, the index should work out to not 
ics* than 197. Likewise, production of 


foodgrains registered a steep rise from 
140.4 million tonnes in 1987-88 to 169.9 
million tonnes in l%8-89, after which the 
production level has always remained 
above that level. Interestingly, this situa¬ 
tion of a quantum jump in output levels 
in 1988-89 and their being sustained at the 
higher levels subsequently is as much true 
of the major commodities like rice and 
wheat which have contributed the most to 
agricultural growth hitherto as of coarse 
cereals and pulses that have in the past 
lagged behind and also of oilseeds, fibres, 
planution crops and other cash crops 
which are known for sharp fluctuations 
in output. 

An equally noteworthy aspect has been 
the widespread regional participation in 
the output expansion in the past five 
years. Except for Karnataka, Kerda, Ihmil 
Nadu. Assam and West Bengal, where 
foodgrains output did not show such a 
sharp increase in 1988-89 or thereafter, all 
other states have experienced this pheno¬ 
menon. In some cases the increase is 
unbelievably large, so much so that the 
figures appear suspect. Ihke the case of 
Gujarat where in 1986-87 total foodgrains 
output was 3,095.6 thousand tonnes and 
had dropped to 1,368.3 thousand tonnes 
in 1987-88. This was followed by an in¬ 
conceivably large jump to 5,323.9 thou¬ 
sand tonnes—an increase of 282 per 
cent—in 1988-89 after which output has 
generally remained high. Similarly in 
Haryana total foodgrains production 
galloped from 6,301.9 thousand tonnes to 

9,502.2 tonnes in 1988-89—an increase of 
50.8 per cent—and has been sustained at 
that level thereafter. Other states which 
have shown such dramatic increases arc 
Himachal Pradesh. Jammu and Kashmir, 
Orissa, Rajasthan and Uttar Pradesh. 
Thus, at least going by government stati.s- 
tics, there has been a significant regional 
spread of the expansion in agricultural 


growth during the past five years. 

Monscxin Miracle 

What has been the source of this 
higher-than-ihc-tiend-rate and cropwise 
and regionwise better spread-out growth 
in agriculture during this period? It has 
mainly to do with the fortuitous weather 
conditions over an uninterrupted period 
of five years. Even today more than two- 
thirds of the gross/net sown area in the 
country is rain-dependent. And a closer 
look at the official statistics (assuming 
that the data are correct and that there is 
no serious break in the scries in 1988-89) 
brings out that the production increases 
have essentially been in rain-dependent 
crops (coarse cereals and pulses, sugar¬ 
cane) and in rain-dependent regions. 

The data on monsoon performance 
speak for themselwes. During the four-year 
period 1984 to 1987, the south-west mon¬ 
soon was scanty on an average in 14 (tang¬ 
ing from 9 to 21) out of 35 meteorological 
subdivisions, whereas in the next five-year 
period of IW8 to 1992 rainfall occurred 
on all average only in less than 5 .subdivi¬ 
sions (ranj^ng of 3 to 7 subdivisions). For 
the past four south-west monsoons (1988 
to 1991) for which data are available, the 
percentage of the districts enjoying normal 
to excess rainfall ranged from 72 to 88, 
whereas for the previous four years (1984 
to 1987) the percenuge of such districts 
tanged from 43 to 64. Regional rainfall in¬ 
dices, constructed by using the average 
area sown under kharif rice in each 
meteorological zone as weights (for the 
triennium 1980-81 to 1982-83), reveal that 
all the five major zones enjo)^ generally 
close to normal (or better) rainfall during 
the four-year period 1988 to 1991 in con¬ 
trast to IS to 38 per cent below normal 
rainfall in the previous four-year period. 

Because of the better precipitation, 
there has occurred during the la'-t fii« 
years a noticeable improvement in the ap¬ 
plication of modern inputs, the supply of 
which is essentially demand-determined. 
The use of high-yielding varieties of seeds, 
which had covered a lange of 54.1 million 
hectares to 56.7 million hectares under 
various crops during the period 1984-85 
to 1987-88, expanded to cover 60.1 million 
hectares to 63.9 million hectares during 
the next three-year period 1988-89 to 
1990-91 (for which data are available). 
Similarly, fertiliser consumption, which 
had remained in a narrow range between 

8.2 million tonnes and 8.8 million tonnes 
per year, steadily rose to a range of II.I 
million tonnes to 12.6 million tonnes pet 
year in the subsequent period. This high- 
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level of feniliser consumption has been 
fadHiaied also by a disproportionate in* 
crease in fertiliser subsidies from Rs 1,924 
crore in 1985*86 to over Rs 6,000 crore in 
1991*92. 

While the growth of use of current 
inputs has thus been impressive, even 
though supported by budgetary subsidies, 
the increases in irrigated area and such 
other enduring measures as soil conser¬ 
vation have been at a pace not different 
from the historical trend observed in the 
recent pa.st. Irrigated area rose from 60.S 
million hectares in I984-8S to 66.1 million 
hectares in 1987-88, that is, by 9.3 per cent 
in three years. In the next three-year 
period, irrigated area expanded from 66.1 
million hectares to 74.2 million hectares, 
or by 12.2 per cent. The bulk of this latter 
increase has occurred in minor irrigation 
which is in turn linked to the excellent 
rainfall situation. Area under minor irri¬ 
gation expanded by 16 per cent from 39.3 
million h^ares in 1987-88 to 45.6 million 
heaares in 1990-91, while area under 
major and medium irrigation rose by 6.7 
per cent from 26.8 million hectares to 28.6 
million hectares during the same period. 
Similarly, soil conservation measures, 
which covered 29.4 million hectares in 
1984-85 and 32.1 million hectares in 
1987-88, expanded to over 32.9 million 
hectares in 1988-89 and 34.9 million hec¬ 
tares in 1990-91—moderate increases in 
both periods. 

CairiCAL Gaps 

Overall, the excellent rainfall situation 
of the past few years and the favourable 
production response to increased supply 
of modern inputs have probably tended 
to create a sense of complacency amongst 
the policy-planners in resolving the long¬ 
term problems of agriculture. There are 
five critical areas which have been tteg- 
lected in the current policy framework: (i) 
the persistent decline in public investment 
in agriculture and in associated private in¬ 
vestment: (ii) the lackadaisical approach 
to institutional reforms like land reform 
and updating of lano records and other 
institutional as well as organisational sup¬ 
port measures in rural areas; (iii) the im¬ 
perative need to adopt an integrated ap¬ 
proach to agricultural and rural develop¬ 
ment, emphasising both physical invest¬ 
ment in agriculture and the creation of 
substantial socio-economic infrastructure 
(education, health, safe drinking water, 
rural sanitation, rural housing and rural 
roads); |iv) the implementation of a more 
purposeful and equitabie public distribu¬ 
tion system with the focus on the needs 
of the rural poor; and I v) revitalisation of 
the rura: cr^it system '*hich has been 
almost er j'-ed during the pa.st few years. 


In many of these respects, the govern¬ 
ment's policy stance l»ves much to be 
desired. The latest draft of the agricultural 
policy ducks the issue of public investment 
in agriculture and talks of relying on 
“ensuring a favourable economic environ¬ 
ment for increasing farmers’ own invest¬ 
ment through favourable price and trade 
regimes”. The union minister for agricul¬ 
ture has sought to argue that improving 
agricultural productivity is not so much 
a question of public investment as of 
organisation and institutional support. 
While the latter are important, augmen¬ 
tation of the physical infrastructure, social 
and economic, in the agricultural sector 
on a sizeable scale is neces.sary for improv¬ 
ing llic production base of the economy. 
At the beginning of the Eighth Plan 
(1992-93), there existed a backlog of 182 
major irrigation projects with a. total 
project cost of Rs 36,281 crore and 312 
medium projecu involving Rs 2,763 crott 
Against .this backlog of Rs 39,044 crore 
in irrigation investment, the Plan has pro¬ 
vided for only Rs 28392 crore and there 
are already signs that actual investment 
would be lower than the Plan outlay. 
There are also reports to the effect that 
the outlays for rural development, which 
were raised at the instance of the prime 
minister, have again been curtailed at the 
instance of the finance ministry, at any 
rate for the first and second years of the 
nan. There has occurred in recent years 


a sharp fall in public as well at private in¬ 
vestment in agriculture and there are no 
signs of this trend being reversed. As a 
percentage of the country's total domestic 
capital formation, gross capital formation 
in agriculture; which had reached about 
19 per cent towards the end of the 1970s, 
has been steadily declining and has now 
touched 9 per cent by 1990-91. As a per* 
centage of GDP from agriculture, i^i* 
cultural investment, which had readied 12 
to 14 per cent towards the end of the 
1970s, had declined to less than 8 per cent 
by 1990-91. Ahernatively. total expen* 
diture on irrigation (revenue plus capital) 
by the central and sute governments was 
Rs 2,478 crore in 1984-85 and more than 
doubled in the nat three years to Rs 5318 
crore in 1987-88, an increase of Rs 3.340 
cixxe. In the next four years, however, only 
Rs 1,889 crore were added, so that the 
Hgure touched Rs 7,707 crore by 1991*92. 

If private investment in agriculture has 
to be improved, it is necessary, apart from 
stepping up public investment, to.injcct 
a d^ree of dynamism into the rural ci^it 
system. With the loan vmiver schema with 
the poor recovery of loans generally, and 
given the direction of the proposed finan¬ 
cial sector reforms, the rural credit 
delivery system has been choked; this calls 
for sutetantial reforms. 

The management of the food economy 
has considerably slackened in recent years. 
With the easing of procurement efforts. 
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the stock of foodgnins with public agen> 
des had reached the lowest level of 10.4 
million tonnes by end-September 1992— 
some 34 per ^t below the level (15.7 
million tonnes) a year aga Because of its 
failure to pursue a purposeful public 
distribution policy, the government has 
been dithering and seeking alibis in the 
name of restructuring the public distribu¬ 
tion system (PDS) to target the poor 
households—a goal difficult.of imple¬ 
mentation. If the objective of -targeting 
poor households is to be achieved in let¬ 
ter and spirit, the PDS will in fact have 
to be vastly expanded so as to cover a large 
proportion of the rural poor who are now 
left out of its ambit. Overall, if the coun¬ 
try experienced a relatively moderate level 
of inflation during the 1970s and early 
1980s, it was because of the sizeable public 
procurement and distribution of food- 
grains. But in recent years the role of 
private trade in the distribution of 
foodgrains has gained in importance, 
whidt in years of shortage miy disturb the 
overall balance in the food economy. 

Similarly, though the government 
claims to have begun imfdementing a pro¬ 
gramme of land reform and of improving 


land records, the focus is essentially on 
land declared surplus in the past, which 
is meagre and of poor quality. This would 
hardly make any difference to the lot of 
the teeming millions in rural areas for 
whose benefit the programme is claimed 
to have been chalked out. The government 
has never shown much sincerity of pur¬ 
pose in this regard, though a lesson to be 
learnt from the development experience of 
the successful countries of east Asia is the 
need to cany out purposeful land reforms 
and thus release the productive energies 
of the vast masses of the people in the 
rural areas. 

Finally, the gap in the socio-aponomic 
infrastructure in rural areas has been 
growing and this is bound to be a drag on 
improvements in agricultural productivity. 
Unless there is a sizeable expansion in 
physical investment in agriculture and in 
expenditure on the social and economic 
infrastructure in rural areas, any sustain¬ 
ed improvement in agricultural producti¬ 
vity will not be possible. Private sources 
of education and medical care are beyond 
the teach of the bulk of the rural house¬ 
holds and hence public involvement in 
these areas is of paramount importance. 


UTTAR PRADESH 

On Whose Side Is the 
Administration? 

Amaruah Miara 


In the context of the efforts at mass mobilisation by the Sangh 
parivar on the one hand and the secular forces on the other, the 
partisan role of the administration, despite the state being under 
pivsident's rule, is an ominous portent. 


EXPECTED to mark a new phase in the 
politics revolving round the Ayodhya 
tangle, the Sant Samagam held at 
Allahabad turned out to be a tame show 
in many ways. Far from chalking out a 
.strategy for the proposed move to add 
Kashi and Mathura to the grand temple 
reconstruction programme, the sammelan 
was successful in only announcing the 
iormation of a fresh Ram Janmabhoomi 
Nyas Maiich which fuelled controversies 
m the tanks of the organisers. A section 
remained opposed to the creation of a 
separate Nyas Manch when one was 
already in existence and plenty of non- 
VHP sadhus, both in the meeting and 
outside, preferied to extend oblique sup¬ 
port to the Congress-proposed trust on 
the issue of mandir construction, even 
while distancing themselves from any 
rebuilding of the Babri mosque The 


resolutions passed at tne meet also did not 
go beyond the usual platitudes being dish¬ 
ed out by- the sadhus over Ayodhya. 
though there was an occasional stress on 
demarcating their postures from those of 
the Congress. Even the presence of top 
VHP leaders was unable to put much 
heart into the meeting: in fact the event 
as a whole was over-shadowed by anothc. 
event in the same city. 

On January 26. the very day when the 
Dharam Sansad was to conclude at the 
Magh Mela site, the VHP supremo, 
Ashok Singhal, was prevented by a large 
body of students of the Allahabad 
University frc<r hoisting the national flag 
inside its premises. Singhal had been 
invited by the students’ union president, 
who belongs to the BJP, to perform the 
task and few had expected any opposition 
to a leader connected with the ’Ram lahar' 


supposedly flowing strongly in the state. 
But the ground reality turned out to be 
different. A protest move started by the 
IPF-backed All-India Students Associa¬ 
tion (AISA), which enjoys a short history 
of popular support in a campus known 
for a liberal academic environment in the 
Hindi belt (the victory of the BJP can¬ 
didate in the last union election had been 
mainly the result of exceptional cir¬ 
cumstances generated by the Mandal 
wave), soon snowballed into a major 
confrontation between the general body 
of students on one side and a sort of BJP- 
ABVP-police combine on the other. In 
this, differences over Mandai. etc, were 
swept aside and at various points the 
students were also supported by a few 
leaders of the Janata Dal, CPI, CPI(M). 
Congress, etc, who however remained on 
the periphery. 

The most surprising attitude however 
was displayed by the administration, 
despite the fact that the state is under 
president’s rule. The authorities did 
everything to ensure Singhal’s entry into 
the campus. Ultimately, the VHP leader, 
who, let it not be forgotten, belongs to an 
organisation banned by the government, 
addressed a limited gathering in front of 
the Union Hall even as the police cane- 
charged and arrested the throng of pro¬ 
testers wtho continued their defiance till 
the very end. 

While this show of strength, which also 
exposed in its own way the fragility of the 
SIP’S support base at the grassroots, came 
as a tremendous boost to secular forces, 
the role of the administration was clearly 
an ominous portent. ’While BJP leaders 
like Kalyan Singh and others are being 
allowed to address gatherings, take out 
marches and indulge openly in all sorts 
of rhetoric over Ayodhya, the secular 
democratic parlies are finding it difficult 
to hold their programmes of mass- 
mobilisatton. Recently, an anti-communal 
rally planned by the non-Congress non- 
BJP front of 13 parties at Varanasi was 
banned and there are numerous reports of 
harassment of secular activists. In the 
Allahabad incident, the signal to eiMure 
that Ashok Singhal was allowed to go 
through with the programme at the 
university came reportedly from the union 
home secretary level and inside sources 
now speak plainly of the growing com- 
munalisation of the official arm. In 
another significant development, Kalyan 
Singh lauded the governor for his role in 
the face of certain ‘demoralising’ tenden¬ 
cies emanating from the centre. In spite 
of all this, the governor is still ftrmly 
ensconced in office sutd efforts to reinduct 
officials who had fallen out of favour with 
the erstwhile BJP regime have failed to 
produce results. 
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All this is han>ening when a distinct 
'Hindu mindset' it fast taking shape at the 
various levels of society. More than any 
intensive spell of rioting on the pattern of 
Bombay or Ahmedabad, this has been 
one of the most enduring legacies here of 
the events of December 6. In fact the 
Hindutva combine is at present quite of 
capable of generating a significant 
response on the Kashi and Mathura con¬ 
troversies as well, which can prove more 
irksome than the Ram Janmabhoomi 
issue. For unlike Ayodhya, where the BJP 
game-plan smacked of a deliberate bid to 
cieate a controversy, in areas like Varanasi, 
sentiment over the Cyan Vyapi mosque- 
Vishwanath temple issue has a more 
substantial grounding. The setting of the 
two sites also is more open to interpreta¬ 
tions of various hues and. in contrast to 
Avadh (where the Babri mosque was 
located), Purvanchal or ea.st UP has a 
history of polarisation along communal 
lines. It remains to be seen whether all this 
will get translated into votes for the BJP 
(it is still possible that the backward castes 
and in particular the Dalits, in spite of 
getting caught in the Hindutva wave may 
end up voting for a non-BJP formation 
on the basis of political calculations). But 
generally the situation looks favourable 
for the party of the saffron. On the other 
hand, the Congress shows little signs of 
regaining even a semblance of popular 
support from different sections of socie¬ 
ty. The upper castes are now once again 
with the BJP, while amongst both the 
minorities and the secular forces in 
general the Congress is being reduced to 
playing a progressively diminishing role. 
Not surprisingly, the parly is keeping its 
options open and is mixing its exhorta¬ 
tions about safeguarding the Constitution 
with subtle kim-iowing to Hindu .senti¬ 
ment in a bid to regain the initiative. 

But in terms of immediate political 
calculations, the non-Congress, non-BJP 
opposition is once again getting to play 
an important role and Muiayam Singh 
Yadav’s tie-up with Kanslii Ram contains 
the prospect of a BJP-Mulayam polarisa¬ 
tion all over again. Compared to the 
former state chief minister, V P Singh's 
Janata Dal has failed to project it.self in 
any fresh light. Its political manoeuvrings 
have had a limited impact in the absence 
of any grassrooi.s movement. Despite an¬ 
nouncements to the contrary, the ban on 
the February 2 opposition rally wa.s not 
defied cither by the .ianata Dal or the left 
parties who too have lailed to come up 
with a viable siruggle-oric'ited anti- 
comrnunal programme. Ai pre.sent boin 
those foices are engaged i.i exploring the 
possibilities o! an alliance with other 
non-C'ongrcss parties. But with Mulayarn 
deciding to go it aiirm; for ail practical 


purposes, talk of a prospective combina¬ 
tion made up of Janata Dal, CPI, CPl(M) 
and the IPF is in the air. A development 
of this kind is likely to exert pressure on 
Muiayam for a probable political or elec- 
loral adjustment. The sute leadership of 
the Janata Dal appears keen to go along 
with such a move and IPF too appears 
willing to supplement its independent. 

PUNJAB 


THE recent panchayat elections in the 
strife-tom Punjab can be viewed as hav¬ 
ing been criticaJ for the immediate future 
of the state on several counts. The elec¬ 
tions may be considered jui important step 
in the restoration of the democratic pro¬ 
cess in the sMte 

The assembly eleaions in February 
1992 were largely unrepresenutive due to 
the circumstances and the manner in 
which they were announced and in which 
they finally took place. The Congress(l) 
government at the centre had been 
postponing the elections for four-and-a- 
half years. When the Chandrashekhar 
government assumed power, it decided to 
hold the elections in June 1991. However, 
just 22 hours before the elections were to 
take place, they were postponed by the 
Election Commission. This happened at 
a time when the Congress(l) was once 
again set to assume power at the centre. 
The central leadership of the Congrcss(l) 
had earlier decided to boycott the Punjab 
elections on the plea that the prevailing 
atmosphere in the state was not conducive 
to holding free and fair polls. Clearly, the 
Congress(I) did not want to enter the poll 
fray in Punjab till it was at the helm of 
the affairs at the centre and, by conse- 
quenc in the state, whereby it could be 
more sure of its victory. Not surprisingly, 
when the Congress(l) government decided 
to hold the elections in February 1992, the 
Akaii parties and other Sikh groups— 
except the Akaii Dal (Kabul)—which had 
If enft'd the postponement of the elec- 
:t.to fall in line with the 
imiKaiit -1 > ;;.ive a call for the boycott 
ol the el'- .ions. 


gnHToots level anti-communal moWlim- 
tion with u temporary iuue-bnscd 
understanding involving other non-BJP, 
non-Congie» forces. Close on the heels 
of the Allahabad incident, the IPF is 
organising a state-level rally at Wuanasi 
on February 22 and is preparing to con¬ 
front the administration should it decide 
to ban the event. 


Hie Febmary 1992 elections were held 
under heavy police and military ‘ban- 
dobast’. Even the polling agents were 
mostly brought from outside the state 
The turnout was unprecedentedly low. just 
20.02 per cent, despite the security ar¬ 
rangements and the official attempts at 
mobilising voters. It is difficult to say 
whether the voters, mainly those of the 
rural areas, abstained out of fear of or 
sympathy with the militants, but tlicir 
large-scale abstention was viewed as hav¬ 
ing deprived the subsequent Congiess(I) 
government of popular legitimacy. Not 
only the Akalis and militants, who con¬ 
demned it as a puppet regime, but also a 
number of non-political observers labelled 
the Congress(l) government as largely 
non-representative. The subsequent 
municipal elections, though conducted 
peacefully, also could not provide it the 
mantle of a popularly-elected government, 
held as they were in the urban areas. Tlie 
real test of popularity lay in ihe rural 
areas, the stronghold of the Akalis. The 
municipal election.s were, nevertheless, an 
important dress relieursal for the present 
panchayat elections. With the peaceful 
conduct of the panchayat elections, 
significant headway appears to have been 
made in the restoration of the. normal 
political process and in providing, lo a 
certain extent, an aura of popular support 
to the Congress(I) government in the state 
In order to fully appreciate the signi¬ 
ficance of these elections in this context, 
it is necessary to keep in mind the state 
of lawlessness and terror which has been 
prevalent in the stale for the last half-a- 
decade or .so and which has still to be fully 


Panchayat Elections: A Turning 
Point? 

Rustam Singh 
Anil Sharma 


The heavy voter turn-out in the recent panchayat eleaions in 
Punjab could signify a break in the hitherto widely prevalent sense 
of alienation among the rural population of the state. The 
political implications of this could be far-reaching. 


208 


Economic and Political Weekly February 6, 1993 



diaiiiMed. llie MtuN and extou of 
terror are common knowledge. The 
asencies->the miUtanu and persons 
operating Hi their name and the police— 
w|iich have been perpetrating it, too, are 
wdl known. What needs to be emphasis¬ 
ed, however, is that it is the people living 
in the villages who have throughout been 
at the receiving end of the terror and who^ 
as a result, were presumably the most 
alienated section of the population of the 
state. The sqiparentiy enthusiastic par- 
tidpation of this section in the panchayat 
elections (with a turn-out of more than 
82 per cent) signifies not only a loosen¬ 
ing in the hold of terror but also a 
break in the hitherto prevalent sense of 
alienation. 

The.se latter points lead us on to two 
more; which these elections have brought 
to the fore: One is that if an atmosphere 
of relatively stable peace can be made to 
pre'.^ail, the ideological and political 
influence of the militants may g^ually 
wane, which, in turn, may force the latter 
to resort to normal political practices. 
From this viewpoint, these elections mark 
a turning point for the political strategy 
of (he Punjab militancy. It was a signifl- 
can! feature of the panchayat elections 
(hat none of the militant groups and par¬ 
ties niesumably as.sociated with them gave 
a call for bt^cott, as they had done in the 
case of the as.sembly elections. They only 
called for consensus-based seleaion of 
panchayat ofrice-bearers, calculating 
perhaps that through this strategy they 
would be able to push their candidates 
into panchayat offices. That a couple of 
Akali groups did respond to this call and. 
that a not insignificant number of pan- 
chayals were selected through consensus 
testifies to the still prevailing influence of 
the militants. Navrtheless, the fact that 
a large majority of the panchayats were 
elected through popular secret ballot 
shows that the people at large were in no 
snood ic- bow to the wishes of the mibtanis 
in an atmosphere where the latter weie not 
in a po-iition to dictate their terms. It is 
in this light that the allegations that the 
ciectioni were rigged or that prospective 
candidates of the miiitanu were not aliow- 
'.sd (o contest should be viewed, it is true 
that there were reports of rigging at some 
i'laces, that the police harassed and pick¬ 
ed up likely candidates of the militants 
and that the nominatioas of such can¬ 
didates were rejected. But it was not 
militants-supported candidates alone who 
were prevented from contesting the polls; 
at some plaoes even prospective candidates 
belonging to difTerent factions of the Con- 
gresslD were deprived of this right at the 
behest of one minister or the other. Fur- 
iher. the fact remains that in none of the 
villages did the people boycott the 


elections in protest against the hi^ 
handedness of the police and the 
authorities; on the contrary, cwerywlim 
they turned out for polling in impressive 
numbers. 

The second point concerns the Akaiis, 
particularly tire moderates among them. 

It is a known fact that with the emergence 
of militancy in Punjab and «with its in¬ 
creasing entmichment, the Akali parties 
had gradually been marginalised in the 
politics of the state. On surface analysis, 
it may appear—and this is the geiwral 
view—thm the reason for the marginalisa¬ 
tion of the Akaiis was the ascendancy of 
tire militants. Actually, one main reason 
for the ascendancy of the militants was tire 
opportunism and supineness of the Akaiis 
who, right from the beginning, were un¬ 
willing to let go of the supposed advan¬ 
tage they hoped to gain from the anti¬ 
centre and anti-Hindu sentiments that the 
fundamentalist propaganda by the 
militants was arousing in the Skh masses. 
This is liot to say that the Akaiis alone 
were responsible for the subsequent 
hegemony of the miUtants or even for 
their initial emergence: The role of the 
Congress(I)—particularly of Indira 
Gandhi and Giani Zail Singh during the 
initial stages—in the whole affair is well 
known. This is only to suggest that along 
with the Congics^l) the Akaiis were a 
party to the afflorescenoe of militanor in 
Punjab, and that it was partly because of 
thu reason that, along with the people of 
Punjab, they later became ia political 
victims. It was only when their victimisa¬ 
tion had actually taken place that they 
realised their true situation, but by that 
time they had been left with no option but 
to fall in line with the miliunts or become 
silent. Different Akidi groups exercised 
dther or both these options, separately or 
together, at different times, but none of 
them, except some odd fringe groups, 
dared openly to challenge the might of the 
miliunts. Nevertheless, all along, the 
Akaiis, especially the moderates, nursed 
a desire for the return of normalcy so that 


they cottM engage in normal ptAlical ac¬ 
tivity. This is evidenced by their willing¬ 
ness to partidpaie in all elections in the 
sute until there was a call for boycott by 
the militants. The panchayat elections 
provided the first such nujor opportunity 
to the Akaiis of all persuasions. For¬ 
tunately for them, the miihanU this time 
were not in a position to call for a boycott 
and get it enforced. 

IVno more points signifying the impor- 
unce of these elections may be mention¬ 
ed in brief. The elections have sirengthen- 
ed the base of the Congrus(l) in the rural 
Puqiab Siiree the panchayat elections 
are not contested on party-basis and, 
therefore, the results of the elections can¬ 
not be interpreted strictly along these 
lines, it is diftlcuh to point out with at^ 
degrw of precision the electond gains of 
the Congressfl). Nevertheless, a palpably 
visible trend in favour of the Congr^I), 
both among the candidates and the voters, 
before and during the elections was 
reported. It is true that this was prompted 
by a desire to garner favours and grants 
from the Congress(I) sute government. 
But, then, calculations of this nature have 
always bm a part of electoral politics. 
A more fundamental reason for the 
strengthening of the base of the Con- 
gress(l) has been, perhaps, that this 
government, in spite; or perhaps because, 
of its minority character, has been able to 
provide, to the rural masses, a degree of 
respite from the terror of the militants. 

finally, the elections have overhauled 
the rural political struaure based on pan¬ 
chayats, particularly in terms of leader- 
shipb In the absence of poiKluQnt elections 
and, therefore, a challenge to their posi¬ 
tions, the earlier sarpanches and panches 
had become inactive; in fact moribund, to 
far as the developmcnul activities in the 
villages were concerned. Not that grants 
and funds from the sute governmmenl 
had totally dried up. They had continued 
to trickle down in the routine manner, but 
their effect was increasingly failing to 
show up in the countryside. 
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Globalisation of Finance and 
Economic Reforms 

Li>raint' Kennedy 

The extension of Tinance-ielated activities from a national to a 
global setting and its impact on the global economy, and on 
particular types of economies was the theme of a recent 
colloquium. 


AN inicriiational colloquium was organis¬ 
ed ai the Matson des Sciences dc I’Hommc 
(MSH) in Paris on the 'Globalisation of 
Finance, Debt and Economic Reforms' in 
November. Generally speaking globalisa¬ 
tion of finance refers to the estension of 
finance-related adiviiics from a national 
to a global setting (facilitated by tech¬ 
nological advances), to the relative in¬ 
crease in these activities in relation to 
other sectors in the economy and to their 
growing proportion in world trade, ref¬ 
lected by the rapid growth of trade in the 
:.civices sector, especially in the OECD 
countiies. The colloquium explored the 
causes for these recent developments as 
V ell as their impact on the world economy 
and on particular types of economies, 
including both des'eloping and advanced 
industrialised economies. Among the 
(dated, but more narrowly defined iheme.s 
addressed were the following; structural 
adjustment progiantmcs, stock markets in 
the developing counities, the debt crisis 
a decade later, and financial dimen.sioiis 
■>f reform in the former Soviet Union. 

rhe colloquium was launched by a 
series of papers on the theoretical under¬ 
pinnings of the globalisation ol finance, 
its causes and its effects. I liese included 
originut atiernpts at theorising the dif- 
irrenl phenomena and their aiticulatioris 
.'(id critiques of c.xisting theoretical 
iiieiature. The growth of financial markets 
.i(id financial Iragiliiy were explored 
s^iecifically in the papers by Michel Aglicl- 
(University of Paris X) and Sunanda 
'.cn (Jawaharlal Nehru Univer.siiv, New 
‘ a.;lhi). Both emphasised the magnitude 
the structural changes that have occcr- 
• 'I recently in the world economy and the 
' lability, or unwillingness, of the siatc to 
> gulate in the current context. Based on 
ei'.ipincal evidence. Sen traced the evolu¬ 
tion of financial activities during the last 
-^'o decades, including the changing pat- 
t n of financial flows, i e. the reversal ot 
‘t i;th-South flows, and qualitative s:han- 
'■'' in banking activities due in part to dc- 
ii'ii.ulation in this sphere during the last 
■''■\iide. Aglieiia al.so examined de-regu- 
a loi: and fuims of financial libeialisa- 
M. comparing the syslcms of different 


countries over time, which he used to 
develop an explicative model. He explored 
the concept of systemic risk and under¬ 
scored some of the challenges that policy¬ 
makers arc facing. 

By drawing on the theoretical literature, 
primarily Keynesian, post-Keynesian and 
Marxist, the authors in this session sought 
explanations but also pointed to the gaps. 
Seeing the iccetit e.xpansion of inter¬ 
national finance as symptomatic of the 
uneven development of capitalism, 
laurence Harris (SOAS, University of 
l.ondon) relativised its long-term impor¬ 
tance, and proposed furthermore that 
because the world financial market is not 
unified, but highly segmented, there is 
loom for countries to choose their own 
macro-economic policies. 

Arniya Bugchi (CSSSc, Calcutta) iden¬ 
tified three processes from the literature 
which jointly explain the expan.sion and 
contraction ot different regions of the 
woild economy; iticome-multiplier pro¬ 
cess, debt deflation process and terms of 
trade process. In order to further explore 
the precise articulation of these processes 
as they occur in different economics, 
Kugchi proposed a research agenda, at the 
same time under scoring the obstacles that 
such an endeavour would involve. The 
unequal distribution of power among the 
world's governments, to name but one of 
these, constitutes a crucial, if elusive, 
dimension .if the analysis. 

A second major theme of the meeting 
was the debt crisis. The basic question be¬ 
ing addressed was whether the crisis was 
over, as has been suggested in some 
quarters, and if so. from whose point of 
view. The still heavy burden of the debt 
was emphasised by both Gerard dc Bernis 
(University of Grenoble) and Olio Kreyc 
(Slarnberg liisiituie. Starnberg), whose 
papers dealt .spcciiically with this ques¬ 
tion It 'vds pointed out that servicing the 
debt continues to hinder development ei- 
forts in the third world, particularly the 
level of iiivcsttneni, leading both authors 
to the conclusion that debt repayment and 
development a'c incompatible. From an 
alternative perspective Richard C ooper 
(Harvard Uaiversily) argued that general 


debt relief was not a feasible political 
option and that lelief could be decided 
only on a case-by-case basis. He also 
presented an analysis of the origins of the 
debt crisis in terms of violated expecta¬ 
tions, including expectations of GNP, of 
energy prices and of interest rates. 

The theme of debt spurred a lively 
debate and many interesting points were 
raised in the discussion of which the 
following; the situation in some countries 
whereby private debt merges into public 
debt (Ignacy Sachs), the politics of debt 
relief and the co-optation of indebted 
country nationals (Richard Cooper, 
Arniya Bagchi). the long-term effects of 
indebtedness on a country, even when debt 
becomes ‘manageable’ (Ajii Singh), the 
co-responsibility of lenders and borrowers 
(Hans Singer) and the many exogenous 
factors which the debtor countries do not 
control (Sunanda Sen). 

Stock markets in the third world was 
the theme of a thoughtful paper by Ajit 
Singh (University of Cambridge). The 
pros and cons of stock markets and their 
links to economic development, in theory 
and in practice, were explored. Singh 
finished on a precautionary note urging 
the developing countries, where Mock 
markets are particularly volatile, to adopt 
appropriable institutions and regulations. 

Financial institutions in the former 
Soviet Union, in the broader context of 
political and economic disintegration, 
formed the theme of one session. The 
numerous obstacles facing Russia and the 
CIS were recalled in papers by Lev Bragin¬ 
sky (University of Tel Aviv) and Jacques 
Sapir (EHESS, Paris), including the lack 
of co-ordination of banking activities and 
of division of financial functions and the 
highly uncertain and delicate political ai- 
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mosphere prevailing. Criticising the 
Gaydar reforms, based largely on tradi¬ 
tional macro-cconomic policy prescrip¬ 
tions. and the western advisors who have 
prescribed them, Sapir underscored their 
failure to achieve stabilisation and their 
contribution to the deepening of the 
depression. 

The final theme that was discussed were 
the structural adjustment programmes of 
the World Bank. The switch, after 1980, 
from projects to structural adjustment 
lending (SAL) programmes brought with 
it the need for new methods of appraisal 
and evaluation. John Toye (IDS. Univer¬ 
sity of Sussex), who has worked extensive¬ 
ly on this question, presented the 
methodological difficulties involved in 
their elaboration and examined the wider 
issues related to aid and conditionalities. 
The SAL programmes came under heavy 
attack by Hans Singer (IDS, University of 
Sussex) whose formidable experience in 
these spheres is well known. In addition 
to the negative effects they may have, he 
critiased the asymmetrical application of 
the ‘adjustment’ programmes which com- 


SAHAKANPUR saw communal tension 
for the first time in I98S, during the Ixik 
Sabha elections. The aggressive campaign¬ 
ing of the Congress wav spiced with a mild 
‘Hiriduvad’ flavour. The Muslims voted 
in a big way for the ihcn-Lok Dal can¬ 
didate Ka7i Rasheed Masood. Despite get¬ 
ting almost two lakh votes, he lost by a 
margin of one lakh votes to the Con- 
gress(l) contestant V^shpal Singh. There 
was much tension between the Hindu and 
Muslim communities during the counting 
process too. However, the situation did not 
take a violent turn. 

For the first time, alter 1947, there was 
communal violence in Saharanpur city in 
1987; there wa.i curfew in some areas for 
a week and a couple of people died. In 
Ociaber-Novembei lo9(), when ihcfe was 
jin outbreak of violence in many parts of 
the country, Saha;aii;)ur .'cmaincd peace¬ 
ful, iiotwithsianding aitempts to instigate 
violence. Communal violeiicc eiiipted ir. 
the city in a m&)o; wa.v m March-April 
I9’)l, following s‘>m - sjor'c thr-rwing ir> 


pels only developing countries to address 
disequilibria, for example in balance of 
payments, but not developed countries. 
He pointed out the unfortunate evolution 
of the Bretion Woods institutions which 
have greatly deviated from their intended 
purposes. 

Two recurring themes that emerged in 
the course of the meeting were ‘respon¬ 
sibility’ and ‘asymmetry’. They arose par¬ 
ticularly in the discussions of the debt 
crisis and of the ‘adjustmem’ process, on 
which the international institutions arc 
conditioning their assistance. It was 
generally felt that a greater portion of 
responsibility should be carried by the 
creditor countries than is now the case. 
Many of the participants underscored the 
asymmetry between the north and south, 
in power positions, in perceptions of 
obligation and in the weight of the burden 
carried. The declaration of the end of the 
debt crisis by some western officials would 
seem to characterise these themes: both 
the asymmetrical rclatioos in the current 
world order and the peculiar nofion of 
respon.sibility that reigns therein. 


cident on a Ramnavami procession in the 
vicinity of a masjid. Less than ten people 
were killed; many shops were destroyed 
and the city was under curfew for mure 
than a month. A noteworthy phenomenon 
was (hat there was no fracas between the 
Harijan and Muslim communities. The 
two supported each other in that period. 

On the evening of December 6, 4992, 
an agitated group of Muslim youths sc; 
fire to a house in the city, three of whose 
occupants died subsequently. Soon aftei 
this the city passed into the bands of 'he 
administration. Curfew was imposed and 
I he .'cne became a familiar one of ‘police 
vs Mus!im.s‘. Rumours were spread respec¬ 
tively in dalit and Muslim bastis adjacent 
to each other, about the other community, 
with mischievous intentions. These com¬ 
munities showed restraint and remained 
peaceful. As per official sources 21 peo¬ 
ple have died, among them three Hindus. 
Unofficial sources indicate deaths. 
Because of ihe curfew some families 
buried their dead within (lieir residential 


quarters. Most of the people have died try 
police bullets. The administration has ap¬ 
pointed a one-man enquiry committee to 
look into the ‘excesses’. 

In Deoband, a neighbouring tehsil, and 
home to the Dar-ul-Ulm, an Islamic 
educational institution well known for its 
nationalist stance during the Ineedom 
movement and at Baurtilion, the PAC went 
on a random firing exercise kiliiqg eight 
people. The PAC was ‘compelled’ to take 
such an action on receiving news of a 
violent gherao of the city CO by some 
Mii-slim youths, some of whom were 
students of the Dar-ul-Ulm on the even¬ 
ing of December 6.1.ater the head of tire 
institution was asked by the administra¬ 
tion to send the boys away and close the 
in-stitution, in the interests of maintaining 
peace in the ‘kasba’. The principal, com- 
mendably. refused to send the boys away, 
as Ihe situation all over the country had 
started deteriorating. 

The situation in some villages to the 
north of .Saharanpur city was diiferent. 
The demolition of the mosque was cele¬ 
brated by -some peupie belonging to the 
upper castes. Further, attempts were made 
by them to foment fights between Ihe 
daiits (mainly of the chamar community) 
and Muslims. For instance, the ^hamars 
in a number of villages were informed of 
“the destruction of the Raidas temple in 
such and such place by tlie Muslims". 
Raidas leniplc, 3.s many of us would be 
aware, is a place of worship mninly for the 
chamar community and is not visited by 
the upper caste Hindus. Nor only did the 
chamars not get carried away by these 
rumours they took the lead in protecting 
some mosques from goonda elements. In 
October-Novembci 1990 also these dalhs 
had refused to succumb to the instigations 
of toe upper-castes to destroy some local 
mosques. 

The developments ushered in the ne^ 
year following the demolition, indicate 
ihat these events in these villages are not 
isolated instances of just humanism, 
respect and tolerance or. the part of on^ 
community for another. Members of the 
dalit and Muslim communities have 
started silting together and are thinking 
of ways of working together against this 
communal phenomena. As a beginning, 
teams comprising volunteers from the two 
communities are moving around the 
villages and talking to the people. 

The social and political future in 
Saharanpur depends on what form this 
conscious and nascent dalit-Muslim unity 
assumes. That on ‘Makar Sankranii* this 
year the BJP organised distribution of 
‘Ram khichdi’, especially in the Harijan 
ba.s(is is probably a pointer that the ‘Hip 
dutva' fotces are not going to take this 
alliance lightly. 


Saharanpur: Post-Demolition 
Situation 

Sujit 

Indira 


Dalit-MusUm unity is being forged here despite provocations in 
the aftermath of the destruction of Babri Masjid. 
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India and Myanmar: Tangled Ties 

M G G Pillai 


India's reluctance to shake off her once imperial presence in 
Myanmar continues to cloud bilateral ties between the two 
countries. 


THE L'nired Kingdom and India, involved 
in the governance of Myanmar since Bri¬ 
tain’s annexation in 1885, have the 
grandest ambassadorial residences. But 
they are also the two countries who have 
the least influence on the rulers in Yingon. 
The British residence was once that of the 
general manager of the Irrawaddy Flotilla 
Company; Britain took it, and the green- 
walled staff compound over when the 
company was wound down in the 19S0s. 
The Indian residence housed the chief 
agent of the Imperial Bank of India until 
its rebirth as the nationalised State Bank 
of India in 1954. In a city of grand though 
decaying houses, the 106-year-old 
residence sets it apart, despite it being 
marred by a huge parabolic dish, in the 
upper balcony, to tiitie into satellite televi¬ 
sion stations; is so large that it has 
quarters for 22 servants quarters and 
spacious grounds; the ‘pangka’ hooks can 
still be seen on the ceilings. 

Britain governed Burma, as it then was, 
through her viceroy in India until 1935, 
then from London until 1948. The 
Burmese fought for independence in two 
phases: first, to be detached from India’s 
viceregal oversight, and then from 
London. That indelible mark led Burma 
to refu.se to ioiii the British Common¬ 
wealth of Nations on indepiendence in 
1948. The involvement of a prominent 
pro-Brilish politician in the murder of 
Ciencra; ,^ung San, the founding father, 
and most of his cabinet six months earlier 
only heightened the collective anger 
towatds I>ondon. 

Some western ambassadors are at odds 
with their governments on how to treat 
Myanmar, but not those from the United 
Slates, United Kingdom, India. Whether 
freezing a country that began life with its 
principal leaders assassinated six months 
before independence to bring it into line 
'vith pa'sumed western norms is right is 
I-pen to question. Burma’s 45 years of 
iii'lependcnce, within an insular socialist 
model, is blamed for most of her pro¬ 
blems. Perhaps it is, but the leeway that 
!(>any socialist countries expect as they 
hangc into capitalist societies is denied 

Myanmar, even by New Delhi. More im- 
!>oi tant. New Delhi's reluctance to shake 
"ff her once imperial presence in Myan- 
clouds bilateral ties. Its lelations with 
Stale l^w aiiJ Order Restoration 


Council (SLORC), the military junta that 
has governed Myanmar since 1988. is fros¬ 
ty, to say the least. Shortly after General 
Ne Win and his Burma Proplc’s Socialist 
Party (BPSP) gave up power, U Nu, the 
former prime minister, quixotically at¬ 
tempted to .seize power. Since General Ne 
Win had overthrown his government in 
1962. he said, he seized power to revert to 
status quo ante. New Delhi promptly 
recognised him and nine days later, 
SLORC seized power. The SLjORC 
established closer links with China, largely 
because no major country would back it. 
The traditional Indian hostility of China's 
intentions on a country New Delhi regards 
as being within her sphere of influence is 
intensified by the United States’ opposi¬ 
tion to SLORC and pressure to release 
Aung San Suu Kyi, the daughter of 
General Aung San who is now under 
house arrest. Matters between New Delhi 
and Yangon have improved somewhat in 
the past three years. The former am¬ 
bassador, P M S Malik, now the addi¬ 
tional secretary for economic relations at 
the external affairs ministry in New Delhi, 
had a dillicult time in \hngon. But his pa¬ 
tient rebuilding of the relationship meant 
that in the six months before his term end¬ 
ed, the junta took him seriously. But 
India’s proconsular approach in Yangon 
continues to sideline her efforts at closer 
tics. 

Several western countries—the United 
States, and United Kingdom, Germany— 
criticise Myanmar to prove a debatable 
point of human right.s violations as each 
country view it. But the criticism is also 
pegged to western businessmen’s dif¬ 
ficulties in establishing themselves in 
Myanmar. India's view on Burma, is 
clouded by Yanguii’s closeness to China 
and its own lack of clout with SIjORC. 
C hina helps much in developing two-way 
trade and in building Myanmar’s almost 
non-cxi.steni infrastructural development. 
But Burma is also wary of all five coun¬ 
tries straddling its .l,70Q-mile-long land 
border. 

The border trade which now represents 
more than a quarter of all international 
trade has given Myanmar some semblance 
of economic activity. The most developed 
of this trade is with China and with 
Thailand, in the Nagaland area, there i-. 
a border trading post, but the bulk of that 


traffic is largely in bicycles and in 
chemicals used for refining heroin, 
Burmese officials said. Much of this trade 
remains unchecked, especially that with 
India and Thailand. China is helping to 
develop the infrastructure; where relttivcly 
little work is sufficient to make a signifi¬ 
cant difference in overall improvement. 

But the western powers, and india, look 
upon it as one mere example of Bdjing’s 
desire for an outlet to the Bay of Bengal 
to counter India militarily. Indian officials 
talked of a 50-tonne bridge linking the 
Chinese border village of Ruili in China, 
with Mao Schweli in Burma, as a military 
development. I saw the bridge during a 
recent visit to Myanmai and the engineers 
there said the original 20-to<ine bridge was 
strengthened more for future expansion 
of bilateral trade than for any military 
purpose. It is a small bridge like the one 
found in many a small town in Asia blen¬ 
ding harmoniously with the solid concrete 
buildings on the Chinese side of lire border. 

India’s tragedy in Myanmar, though, is 
that Indians, especially Chef tiers from 
south India, who had long dominated the 
trade and commerce in Rangoon, as 
Yangon was then known as, were forced 
out in the 1960s when they refused to ac¬ 
cept Burmese citizenship. The lingua 
franca of the older Burmese, those in their 
50s and older, is still Hindustani. In 1930, 
Rangoon was the south Asian equivalent 
of Hong Kong in the l99Us. and the 
Indians dominated trade and almost 
everything else there. The old Parsi 
cemetery can still be seen in the city centre 
and the run-down Indian quarter is still 
where many Indians live. But the domi¬ 
nant Indian presence in industry, com¬ 
merce and agriculture is no more. The 
nationalisation of foreign property, which 
followed Indian reluctance to take out 
citizenship, underminea the Indian 
economic hold. Many were forced oUi, in 
the early 1960s, with little more than what 
they could carry in a suitcase. Hie govern¬ 
ment insists that ail citizens adopt 
Burmese name.s and one comes icross 
Indians in senior positions. I'lic l'ru.Htra- 
tions of a tiiino: iiy community, especially 
one which had dominaied the commerce 
and Hade only tiO years ago, adds to the 
problems of the Indian diaspora there. 
.Many ol iiic,e Indians are now involved 
in the holder iradc in Nagaland. 

New Lrelhi's frustrations with Myanmar 
conics from Yangon’s reluctance to give 
special treatment to her. The presumption 
that SIjDRC’s ‘special’ relationship with 
(.'hiria IS to slight India makes for a dif- 
ticult relationship. In the meanwhile 
Japane.se, Korean, Chinese, south-east 
Asian busine.sse.s are slowly building up 
links with Myanmar which will he useful 
when it opens its dior. 
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ENERGY FROM WASTE 


The Western Paques Power Project is based on generation ot Energy from industrial waste. The process involves waste 



treatment which not only eradicates the pollution aspects but also produces fuel which is converted into Power. 


The Company has tie ups with various industries to take up their effluent on an ongoing basis. 


The arrangement not only helps industry combat pollution free of cost, besides saving on power,, but also enables Western 


Paques to get its raw material at no cost. 

W 
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PERSPECTIVES 


Polity and Culture in the Wake 
of Ayodhya 

G P De»hpanfle 

Every time the communal monster bestirs itself, one goes through 
the usual routine: demonstrations, hunger-strikes, signatures on 
statements, etc. These fire-fighting operations are necessary and 
haw: to be undertaken. But fire-fighting is one thing, having a 
long-term strategy to fight the communal ideology is quite 
another. 


ONE docs nut quite know how to react 
to the happenings around us since 
December 6, 1992. Somebody like me is 
perhaps at a special disadvantage. I am 
no expert on religion or comparative 
religion. I am not even cei tain if I under- 
stand this term ‘secularism’ any longer 
because Indian praxis and, of course, 
interpretations of ‘secularism’ have been 
quite confusing. 

There will be many more years of 
debate on what secularism is. But there 
is little doubt that the state of actually 
existing secularism in our country is 
disastrous to say the least. In a sense 
therefore the destruction of the Babri 
Masjid in Ayodhya on December 6 is a 
major event, but only an event in a situa¬ 
tion rapidly deteriorating over the past few 
years. There has been a steady decline of 
secular and anti-communal discourse 
in this country. What the events of 
December 6 did was to bring that decline 
into sharp focuii. Most people who have 
been quite articulate in the few weeks since 
the Ayodhya incidents have generally 
skirted the main issue. The general 
rhetoric has not gone beyond liberal 
humanism or ‘varva dharma sama bhava’ 
(equal respect for all religiom). Maybe, we 
should ask ourselves a question whether 
this rhetoric has not become hopelessly 
inadequate, if not actually counter¬ 
productive. 

Every time the communal monster 
bestirs itself, one goes '.hrough the usual 
routine. One collects signatures on 
statements. One joins a demonstration or 
a hunger-strike, in the city of Bombay 
there is a community of concerned film¬ 
stars as well. That adds a little glamour. 
That is not bad in itself. But these gestures 
are a part of rire-fighting operations. 

Of course, fire-fighting operations will 
be necessary and they have got to be 
undertaken. I am not underestimating 
them at all. But fire-fighting operations 


arc one thing and to have a long-term 
strategy to fight the wrong kind of 
ideology or the ideology of a false con¬ 
sciousness. so to speak, is another matter. 
Everybody recognises that a long-term 
strategy is necessary. At the same time 
that is precisely what never seems to 
materialise. People do put. their heads 
together vis-a-vis Ayodhya. vis-a-vis 
Bliiwandi, vis-a-vis Kashmir, vis-a-vts 
Khalistan and so on whenever a dis¬ 
turbance takes place in a given area. For 
some reasons we are unable to relate all 
these things to the changing character of 
political culture in our country. Conse¬ 
quently, we are lost in terms of locating 
an alternative long-term strategy. Every 
time there is large-scale communal 
violence, a list of ‘communal organisa¬ 
tions’ is proclaimed. Sometimes they are 
banned. The list includes the RSS, the 
Jamaat-i-lslami, the Vishwa Hindu 
Parishad and the like. 

The internal struggle within the ruling 
parly that is currently going on has added 
a new feature. This is the first time in 
Indian politics, as far as I can remember, 
that a communal riot has become a 
‘useful’ factor for the dealers of power in 
the internal power rivalry within the 
Congress. The question of leadership and 
dominance within the Congress used to 
be determined on the basis of several othei 
things. But this time one gets an uncom¬ 
fortable feeling that while a lot is happen¬ 
ing around us and everybody is making 
the right kind of noises, for those who run 
cur republic it is only a power-struggle. 
Alternatively, we have the (fundamentalists 
of the other k<nd. That is to say, you have 
the liberal fundamentalists, the Marxist 
fundamentalists, etc, who are forever 
pointing out how so and so diU not do his 
job properly, hence the tragedy. It is 
somebody else’s fault. This, of course, did 
not happen, say, ten years ago, but now 
it is increasingly happening. Everybody 


stands up and says “look, there are 
political parlies which do not do their job 
And there ate certain others who are out 
to disrupt our democratic and secular 
polity’’. This reminds us of the famous 
episode in the Mahabhamla. During the 
Bharata war Kama’s wheel got stuck in 
the mud. Kama appealed to Arjuna not 
to shoot arrows at him at that point of 
time because ‘dharma’ did not permit it. 
Arjuna is supposed to have replied, 
“where was your ‘dharma’ when such and 
such happened”? In other words, what 
everybody is busy doing is a.sking the 
other fellow, “where was your ‘dharma* 
when it was happening in such and such 
city”? 

This basically means that whereas the 
BJP, Bajrang Dai. VHP, Jammai-i-lslami. 
ISS and whoever else are taking their job 
quite seriously, the secularists still are nm. 
They have no idea at all that they would 
be nnally cornered. It is the good old 
doctrine (formulated for the first time by 
Dimitrov, the Bulgarian marxist) that 
when you face fascism you need all-in-one 
unity. When the Japanese were commit¬ 
ting aggression in China, Mao did not 
consider Chiang Kaishek’s personal vir¬ 
tues or the persona! virtues of Kuomin- 
tang’s other leaders. We are still doing that 
in spite of so many people being killed in 
this country. In any event, one does not 
have to -vait for the advent of fascism for 
this unity. In other words, the secularists, 
liberals and leftists must realise that there 
is a need of united action against the ris¬ 
ing tide of communalism. But they are still 
not serious about getting together. They 
are still settling scores with each other, 
very much like the intra-Congress 
factions. 

Then who is taking this problem 
seriously? The BJP is taking it seriously. 
That is why (here is e particular view of 
nationalism which may or may not be ac¬ 
ceptable ot which may or may not be 
debatable. But it is being relentlessly and 
mercilessly propagated and broadcast. 
The message to (he nation is that this is 
our view of wiiat nationalism is and 
whosoever is willing to come under this 
banner is welcome. While they are doing 
their job wi4l and with determination, the 
people on the other side are busy finding 
fault wit h each other. Do we or do we not 
take this problem to be urgent enough so 
that we can have as broad a front as 
possible? 

This question has become urgent. Yet 
its urgency is not realised to the fullest 
extent. I nay be wrong but not many have 
seen the catastrophic implications of what 
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has been happening around us. Hence (he 
need for a new consensus, a new front to 
think out ways of battling the challenge. 
It is not one man’s job, nor is it the job 
of a single movement or a singly political 
party. A new collective of ideas will have 
to emerge. But in order that it happens 
people must be worried about the long¬ 
term implications and about long-term 
strategies. They must be more than wor¬ 
ried about how our nation is going to sur¬ 
vive and about what kind of ideology of 
nationalism is going to survive. 

Something which flows logically from 
the current dominant ideology is its 
character as false consciousness. At the 
same time; it is no use dreaming of a situa¬ 
tion when ideology as a false con¬ 
sciousness will cease to exist. Then you 
will have to wait till doomsday. Ideology 
as a false consciousness will be (here for 
a very, very long time. The question is 
whether dim is an alternative ideology as 
a scientific method which is placed before 
the people or not. This is not a simple 
matter. It is much too serious a matter to 
be left to the political parties alone. Of 
course, political parties have to be active. 
Political parties are doing their duty by 
oiganising ‘bandhs’. 'morchas* and many 
other things, ^t more than that; I think, 
(here will have to be now an intervention 
by those sections of the people who want 
to juxtapose a modernist theory of 
nationalism with a pre-modern, feudal 
theory of nationalism that seems to be on 
the ascendancy now. In other words, the 
kind of secular logic that was implied in 
the 30s. 40s and 50s is plainly inadequate. 
Something else will have to ^ done. How 
is it to be done and what is to be done 
will require many heads being put 
together, but that is precisely what is not 
happening. 

Wi are still looking at the phenomenon 
of comill unalism in terms of organised 
political groups, either in favour of it or 
against it. We have not seen cominunaiism 
as an ideology at all. Somewhere one has 
to cull this problem out of the cliche- 
ridden discourse of political parlies as far 
as our uridersunding is concerned. I am 
not saying that political parties are out of 
this effort. I understand that you can do 
nothing in this country, or for that matter 
in any country, without political parties. 

I am not arguing for regarding political 
parties as untouchables. But what I am 
saying is that a genera! understanding has 
to be an under>iandirtg of mass move¬ 
ments, whicn vviii nci.).'s>ai>!y involve a 
stage which is much bigger than a given 
political pan y or a ;j,iven noittical forma¬ 
tion. It is a question which goes beyond 
political formations bccai'.se it encom¬ 
passes the state, ^icty and culture 

It is no longer pussibie to argue in 


favour of a given political formulation 
having all the answers. Ernst Bloch, the 
famous German marxist philosopher, 
wrote as far back as in 1918 that the idea 
of secularism was taken over by the work¬ 
ing class parties from (he bourgeois 
Philistines, llie point Bloch, who was also 
a member of the Communist Party at that 
time, was trying to make was that it is not 
enough to transfer a word from one con¬ 
text to another, it is necessary to define 
that concept in the context of a new and 
developing situation, and from a pro¬ 
letarian or liberal perspective. You cannot 
simply pick up a word which was used by 


‘the (lourgeois Philistines' in a particular 
manner and in a particular situation and 
apply it in Russia. China. India or 
wherever. The point here is that if you take 
the secular rhetoric that has been heard 
in this country since the 40s it has chang¬ 
ed precious little,, as if the phenomenon 
of communalism and the communal 
rhetoric have remained unchanged over 
the last four decades. How do we then 
assess this phenomenon? Just as (he 
phenomenon of communalism unfolds 
itself lb its various ramifications, our 
perspectives on those ramifications also 
have to keep pace with time 
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Culture and Politics 

The next point I wish to make is about 
cuituK and potitics getting mixed up. In 
our country there is an amorphous thing 
called Hinduism. Now it is a fact that you 
can neither deny it nor wish it away. The 
question, therefore, arises what kind of 
Hinduism is being given to the people? 
That also has undergone changes. And 
those changes have a political meaning. 
If you look up a book by Savarkar on 
Hindutva written in 1923 and any speech 
by Vinod Kaiyar in lecent times you will 
discover a world separating them. Not 
many secular thinkers are even aware of 
this. In other words, secular discourse has 
stagnated for various reasons and, on the 
other hand, the 'Hindu’ discourse has 
degenerated. The.se things have gone on 
paralielly. And you cannot blame the one 
without blaming the other. You cannot 
simply condemn the degeneration of the 
Hindu discourse without taking adequate 
notice of the stagnation of the secular 
discourse. And this particular degenera¬ 
tion has taken a peculiar form, which 
began in the 19th century in a manner of 
speaking. An Austrian scholar once put 
it that there are three Hinduisms now. 
There was ‘Hinduism’, then there was 
‘Neo-Hinduism’ and now there Is ‘Pop- 
Hinduism'. Of course, I am taking ceiiain 
liberties in using his categories. What is 
current is pop-Hinduism. By neo- 
Hinduism he means what began with the 
i9th century Bengal renaissance. In 
Marathi Javdeka.' described it as 
“Bangalcha adhyatmik rashtravad”. So 
from the ’adhyatmik rashtravad' of Bengal 
to the book, Hindutva, which was 
published in 1923 it would be a period of 
neo-Hinduism. What we now have is pop- 
Hinduism. T hese are historical issues but 
these have to be faced squarely if we wish 
to umterstand what the degeneration of 
the Hindu discourse really means. What 
unfortunately has happened, for historical 
rea.soris, is a very curious phenomenon. 
One can sumiuarise it as follows: the 
secularists do not know Sanskrit, and 
those who know Sanskrit do not care for 
secularism by and large. Of course, there 
are exceptions on both sides. However, 
somewhere one has to come to terms with 
the problem that this situation poses. 
Anything that ‘they’ say passes as ‘Hin¬ 
duism’. Take, for instance, the famous ex- 
piessidn, ‘saiyam, shivam, sundaram’. It 
is a thing lift^ straight from Christiani¬ 
ty. This trinity is not there in the 
Upanishads, the Vedas, the Smritis or the 
Shastras. But if you mentioned it to an 
average Hindu on the street here that 
'satyam, shivam, sundaram’ is not from 
the Upanishads or any other ancient San¬ 
skrit text, he will be shocked. This is a pan 
of the phetiomenon of semitisation of 
Hinduism that has been going on steadi¬ 


ly. And once you Id that happen, then cer¬ 
tain logical consequences follow. By 
semitisation I mean turning Hinduism in¬ 
to what Max Wrber described as one of 
the ‘organised religions’ like Judaism, 
Christianity and Islam which are organis¬ 
ed. disciplined religions. There is such a 
thing as being a Christian and not being 
a Christian. But there is no such thing as 
not being a Hindu. It is not possible. 
Technically it is not possible for anybody 
to gel converted to Hinduism. Of course, 
‘suddhikaran' goes on, but that itself is 
part of pop-Hinduism. Under pop- 
Hinduism what is now being created is the 
Book, one Lord, one priestly class and the 
notions of ‘kufr’ and ‘kafir’ (Arabic 
words), believers and non-believers, etc 
This has happened over the last 30 or 40 
years essentially. Ifarlier. even in the late 
I9ih century, ‘Hinduism’ was not trying 
to turn itself into an organised religion. 
And that is why the logic of numbers ac¬ 
quires a certain potency now. This logic 
of numbers was not important in the 19th 
century. With Vivekananda or Tilak this 
never operated. After all, Tilak signed the 
Ijjcknow pact on behalf of the Congress, 
the first document which started the so- 
called process of appeasement of the 
Muslims in 1916. In other words, the late 
19th century and early 20th century syn¬ 
drome ruled out the language of appease¬ 
ment. It is no longer possible. Now the 
logic centres around ‘us’ and ‘they*. Those 
who are not with us are necessarily against 
us and, therefore, the numbers on this side 
would not matter but the numbers on the 
other side matter. It is that kind of a situa¬ 
tion we arc heading towards. In other 
words, if there arc 18 per cent high caste 
Hindus and the rest are dalits and the 
lower castes and so on, the 18 per cent 
figure on ‘our’ side docs not matter. But 
the growing numbers on the other side do 
matter, because it is ultimately the non¬ 
believers with whom you have to settle 
scores. 

If you have looked at the history text¬ 
books which the MP and UP govern¬ 
ments have popularised, you will find that 
they amount to running bulldozers over 
Indian history. So much so that (as a 
Maharashtrian I fee! specially grieved) the 
name of Vishwanath Kashinath Rajwade, 
who was one of the major historians and 
thinkers and who was almost a contem¬ 
porary of Tilak. has been primed as 
'Vishwanath. Ka.shinath. Rajwade' in one 
of the books, as if ihc>‘ were three dif¬ 
ferent people. Nowhere is the name of 
Ranadc spelt correctly. But this is a pan 
of what is hapiiciiing to our languages, 
which incide.itally is no accident. 

Oxford University Press has published 
a dictionary where words which have 
changed their meanings over the centuries 
have been listed. It is interesting to find 


that some words have acquired exactly the 
opposite meanings. But the process has 
continued even a'fter the dictionary was 
composed. In eastern and central Europe 
‘conservative* now means a communist 
and ‘radical* means someone who stands 
for the free market. Similar things ate 
happening here. Those who are doing the 
'kar seva’ are (he ‘sants*. ‘Sant* has par¬ 
ticular importance in (he Indian tradition 
and even in the Indian liberal and 
humanist tradition. If you call the kar 
sevaks ‘sants’ those who do not go for kar 
seva would automatically be ‘dushta’ or 
‘khala* (villains and rogues); by this 
strange usage the VHP is turning Indian 
culture upside down. That means even if 
we had great regard foi ‘Bhakti* poetry 
we would be ‘khala’. The liberties with 
language these pop-Hindus have taken 
have ruined your and my culture, language 
and history. In a word, they are asking me 
to dismiss the Bhakti sants off my con¬ 
sciousness because the kar sevaks are the 
‘sants’. or course, the^ are simply asking 
for the impossible, because we shall not, 
and should not. let them deny our 
linguistic and literary traditions. 

Faiz was a revolutionary poet who .said, 
“all (he idols should be removed from the 
Kaba”. And then he refers to Cod as “jo 
hajir hai aur gayab bhi, jo nazir hai aur 
manzar ’bhi”. This is straight from 
Bhakti/Sufi poetry. And here is a revolu¬ 
tionary poet doing this. But we have been 
trained by the BJP to take such a 
mechanical view of things (hat we cannot 
carry forward what Faiz so eloquently 
said. So there are the long-term problems 
that I am talking about. The fire-fighting 
operations will go on. They have to be 
conducted. That is a separate issue 
altogether. But it is not enough to engage 
in fire-fighting operations. 

I am certain that these pop-Hindus do 
not know, for example that when Tbisidas 
wrote the Ramayana, he removed the 
story of Shambuka altogether. Shambuka 
was a Shudta who had undertaken to do 
‘tapasya’. The shastras did not peimit it. 
Hence Ram killed him. Tulsidas found 
this quite uncomfortable He could not 
justify Ram (here and therefore he remov¬ 
ed the story. The story appears in the 
original Ramayana by Valmiki. Tbisidas 
was apologetic about it and expunged it 
from his text. 

This has been a land of fierce 
philosophical quarrels and it mu^ be 
retained as such. In the Ramayana there 
IS a description of the ‘Charvakas’, which 
goes something like this, ‘budhiman- 
vikshikim prapya niraitham pravadanti tc^ 
(Being gifted with penetrating intelligence 
they talk nonsense). This was the attitude 
of the Ramayana to its intellectual op¬ 
ponents. But the fight was on. So what 
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we have to do is to turn the Ramayana 
phrase on them, particularly on Vajpayee 
who is to a very accomplished speaker. 
One has to turn to Vajpayee and address 
(he line quoted above to him. We should 
be quoting Ramayana against them. I am 
not suggesting that quoting Ramayana 
against them is fighting them. Not at all. 
it is merely a necessary exercise. 

The point is that there has been a cer¬ 
tain distortion of tradition, of metaphysics 
and of culture which would require a long¬ 
term attack. We are not even monitoring 
what is happening at the local level. When 
the great actor, Sreeram lagoo, gave a 
speech in Kalyan saying that Ganeshot- 
sava should 1^ stopped, the Shiv Sena 
threatened him that unless he apologised 
no play of his would be allowed to be 
staged. About the same time Gulam 
Mohammed Shaikh, a major painter of 
this country, was being attacked in 


Baroda. And in both these cases the Delhi 
press kept quiet. It is not a question of 
apportioning blame. The point is that we 
arc not even aware of what has been 
happening in our country. Nor is such 
knowledge considered an essential part of 
a battle for secularism. In other words, 
between one riot and the other riot there 
is silence. I go to meetings. 1 derive some 
satisfaction that I have signed ten state¬ 
ments and that I have participated in three 
discussions, and 1 can live happily ever 
after, at least till the next riot. 

So it is the lethargy and apathy of the 
secularists and the liberals, not their 
wrong understanding, that worries me. On 
this question the left or liberal under¬ 
standing cannot go very wrong. Some 
people may like one section of the left and 
.some others another section of the left. 
That quarrel will go on. It is a society 
dominated by the caste system. So 


naturally somebody will say that the 
M-Vadi Brahmin is superior to the 
L-Vadi Brahmin and so on and so forth. 
One need not worry too much about 
that. 

This has been a land of debates and 
also of revolts. The Hindus will have to 
question (he ideas that are being handed 
out to them. So will the Muslims and (he 
Christians and so on. If that were not to 
happen, the masses of this country will 
be manipulated by their respective 
‘religious’ spokesmen. We shall then be 
simply moving from one riot to the next, 
from one mad outburst to another. Surely 
this ancient land and its people deserve 
better than that. 

fl'his article is bused on the author's presenta¬ 
tion at a seminal on Ayodhva: lt.s liiiplicatioiis 
for the Indian .State and Society' organised by 
the Western India I'uium i'oi Stxial Action on 
December 20, IW? in itoinbay.j 
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REVIEWS 


Disease and Medical Myths in 
Medieval Europe 

Mohan Rao 

Miasmas «nd INsease: Public Health and the Environment in the Pre- 
Industrial Age by Carlo M Cipoila, translated by Elizabeth Potter; Yale 
University Press, New Haven and London, 1992; pp 101, price unstated. 


THE epidemics of plague in medieval 
Europe had a profound and shattering ef¬ 
fect on society. ‘Cautious estimates’ place 
the death toll at a third of the population 
[I]. These pestilences were regarded as 
mysterious visitations, expressing the 
wrath of higher powers, pitiless and un¬ 
forgiving. To the horrors of the period— 
of consunt wars, political and social 
disorganisation—were added the terrors 
of deadly diseases. They provoked a whole 
host of responses: mass conversions to 
Christianity, penitential flagellation, 
genocide of the Jews and ‘witches’, and 
mass hysletia leading to baffling and 
lethal ‘dancing sicknesses’ like St Vitus's 
dance, St John’s dance and 'Ikrantism [2]. 
So far-reaching were the changes wrought 
that a group of economic historians hold 
the contested view that the consequent 
depopulation, large-scale migration, 
famine and the wage increases that occur¬ 
red were responsible for the collapse of the 
feudal manorial system. 

Of this black period Zinsser in his 
inonuinentai classic of the history of 
disease iia/s. Lice and History writes; 
“Con.sidering the state of medicine in the 
Middle Ages, we cannot expect records of 
any value^’ (3). Carlo M Cipolla's book 
puts paid to such assertions, unearthing 
as It does, a veritable gold mine. 

Ibwatds the beginnings of the 16th cen¬ 
tury the savage visitations of plague had 
declined in severity but the threat of 
another onslaught always loomed large 
and terrifying. The states of northern and 
central Italy responded, we are informed, 
with the establishment of health boards 
in the major cities. Initially ad hoc, the 
repeated epidemics of plague compelled 
these states to make these institutions per¬ 
manent. These states therefore had the 
distinction of being the most advanced in 
terms of public health awareness and 
legislation, however ineffective. 

During the course of his research, the 
eminent economic historian Cipoila stum¬ 
bles on the records of the Florentine 
Health Magistracy in the early I7th cen¬ 
tury. IIksc valuable, documents, edited by 
Cipoila. are presented in this book with 
the author asserting in the Introduction 
that “I have tried to tcsirici my interven¬ 


tions and to Id the actors in the drama 
speak in their own spare, effective lan¬ 
guage. .. I did this not only to give the 
reader the opportunity of studying direct 
ly the way of thinking, theoretical para¬ 
digms and semiotic and diagnostic criteria 
employed by the doctors of that time!’ 

Cipoila also has an axe to grind, per¬ 
haps correctly, and that is the Anglo- 
centrism of medical historians. Most ac¬ 
counts of public health and epidemiology 
give prominence to the sanitary revolution 
in England in the 19th century age of 
cholera pandemics. “It is a great pity", he 
writes, “that in the course of this ^orifica- 
tion, no mention is made of the fact that 
what was done in England in the 19th cen¬ 
tury was nothing more than an almost 
identical repetition of what had previously 
been done in northern Italy between the 
ISth and 17th centuries... Mr John 
Simon. Dr William Farr and Lord Edwin 
Chadwick acted according to the para¬ 
digms which were still those whidi had in¬ 
formed and guided the actions of Italian 
health officers’’ a couple of centuries 
earlier. 

We will of course accept Cipolla’s con¬ 
tention that he is not motivated by what 
he calls ‘vulgar national prided. But surely 
he is overstating his point? While it is 
entirely true that miasmatic theories of 
disease causation dominated medical 
thinking at the time of the sanitary 
reform. Snow’s classic work of epidemio¬ 
logy On the Mode of Communication of 
Cholera pointing to the contagious 
aetiology of disease embedded in a socio¬ 
economic milieu had in fact been publish¬ 
ed. The saniUry revolution in England, 
further, occurred or. the basis of advances 
in a number of sciences: the discipline of 
biostalistics for one and the discipline of 
political economy for another which 
measured the wealth of the nation in 
ierm.s of the health and productivity of 
her population. C'ipolla writes “Chadwkk 
and nis collaborators acted and behaved 
not only as if 'smell' was disease but also 
as if all di.scasc was 'smeil’ *’. He is. alas, 
incorrect. What converted Chadwick the 
Utilitarian from a Poor law reformer lo 
a campaigner for public health was his 
conviction, which he proved empirically. 


that preventable diseases caused an enor¬ 
mous waste of labour and hence of money 
and that ii would be far cheaper to pul 
the cities in order(4] In other words, the 
sanitary revolution did not occur as a boll 
ftom the blue but in the wake of advances 
in a number of lields of enquiry in 
England. Why sanitary reforms were in¬ 
itiated in Italy in the period that they were 
remains cm irely ’.inexplained. For Cipoila 
him.seir attesi.s to their ineffe*. tiveness 
quite unlike the English case. 

The Florentine Health Magistracy's 
primary concern wa.s in guard against 
plague although oihei diseases also came 
under their purview. According to the 
theory of disease causation going back to 
Hippocratic days, diseases and plague 
among them were caused by miasma. 
Miasma, meaning stain, emanated from 
spoilt air or atmosphere. Dm, decay, and 
putrefaction were thus central to the 
miasmatic corruption of an. It was there¬ 
fore believed that the die and smells 
which were rampant “might corrupt the 
air and explode in a plague epidemic". 

Doctors had noticed ih,u those who 
dealt with furs, carpets, woo) and cloth 
were more likely to contact plague than 
those isho dealt with marble, iron or 
wood. Doctors had also observed that 
plague epidemics broke out in the hot 
summer months when rats and fleas 
abounded. But these facts which may ha'/e 
undermined miasmatic theories were in 
fact utilised to .strengthen them. Cipoila 
observes; “Thus the story of medical 
thought is a cla,ssic example of the truth 
that the c-orrect gathering of facts is not 
in itself sufficient to lead to valid conclu¬ 
sions. ‘Facts’ are like the tiles of a mosaic; 
on their own they' mean nothing. What is 
needed is a theory... The history of 
medical thought shows that paradoxically 
if is easier for people to adapt a fact to 
the ruling paradigm rhan t«> renounce Uic 
ruling paradigm in ie.vponse to possible 
new interpretation of facts!* Si iiitaiiy in 
England in the 17th century when an 
epidemic of typhus erupted. Sir Francis 
Bacon took the trouble to investigate and 
attributed the !lise.^se to the stinks that 
"have iome .simili'ude with man’s body 
and .-.ti ft!:.iniiatc •'hemselvf:,'’. Other 
nuaimanc theorists attnhuted it to 
papi.s'.ic evil magic in the form of winds 
coi'iipoundeu in Catholic fouvain and 
M-crctiy ie; loose at Oxford(3!, 

In I6.'!i the f loieiiiine Health Magi^t- 
tac; initiated .a census of the poputatiun, 
fhey alsv setJ. out an ordinance to local 
.lulhorities to have a notary collect precise, 
first-hand information on the sanitary 
condition undci their jurisdiction; their 
reports were to be returned immediately 
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to the Florentine Magistracy. The ordi¬ 
nance also ordered citizens to eliminate 
dirt and rubbi.sh. On an inspection Dr 
Batzzioni in Pisa reports “None of the 
houses had a privy vsith its own under¬ 
ground cesspit but they shit between the 
houses where there are gaps between the 
wails and where the water from the roofs 
should carry the stuff away; but this does 
not happen because the place is not on a 
slor)e and there are hundreds of turds to 
be removed which, as well as stinking hor¬ 
ribly, present an extremely disgusting sight 
to those who pass by in (he streets. And 
there are many houses in this place where 
privies empty into certain horrible back¬ 
yards and open courtyards which look and 
smell so disgusting that this alone would 
be enough to bring on the plague when 
it is very hot." Similar reports poured in 
from all over to the alarm of the magist¬ 
racy. The problem was compounded by 
the animals reared and the .storage of 
precious manure. The magistracy’s orders 
to clean up could hardly be implemented. 

The Florentine Health Magistracy initi¬ 
ated investigations by university-trained 
physicians on the health of the people. 
These physicians were asked to send 
reports on mortality, morbidity and availa¬ 
bility of medical care. It is striking to note 
that these mortality data excluded morta¬ 
lity among children since “even in normal 
times children and young people died in 
such high and fluctuating numbers that 
there was no sense in including them when 
assessing the epidemiological situation". 
One report however notes that 20 infants 
died of small pox in one month. A report 
from Podesta notes that “the number of 
sick is 191 but most of them have not call¬ 
ed the doctor, either because they are too 
poor or because they have little faith in 
medicine". TVpically he concludes “that 
the sicknesses came from wicked intem¬ 
perance and bad way of life of those who 
fell ill rather than from contagion". 
Another report reads: “During the cold 
weather the heads [of the peasants] had 
become filled with humours. These 
humours should have fallen from the head 
to the throat but owing to the intense cold 
the phlegmatic humours were frozen and 
unable to move and had remained blocked 
in (heir heads.” The good doctor reconi- 
mendt'd that people should be treated by 
physicians alone. Thus it was professional 
rivalry winch dictated therapy; surgeons 
were treated with the contempt reserved 
for manual workers. 

Tlte docoinents here niUiCate that it was 
only at' Ovcepiioua! doctor who ob-served: 
“Vfc must also consider that t^e majority 
of those \ ho died were n.ioi peasants ex¬ 
hausted b>' bard work and iiiadcquately 
fed, as the poor tend <o be. l:i addition, 
there has Lcen a lack of mcdica! cate since 
most of them are p'sot ana only send for 
the doctor’w!,eii they need the priest" 


The essential therapies were blood let¬ 
ting. puiges and emetics. Oiildren were 
fortunately spared these lethal treatments 
but adults could not escape them. Notes 
Cipoila wryly “By avoiding doctors, poor 
people unwittingly protected themselves 
from practices which often more than 
double the probability of a fatal out¬ 
come.” Indeed in one of the reports cited 
one Dr Durazzini notes, puzzled, that 
“more of those who are able to seek 
medical advice^and treatment die than of 
(he poor”. Dr Magiotti, physician to the 
Grand Duke and that other heretic 
Galileo, also maintained that doctors and 
medicines were useless. Chided by the 
Gland Duke as to how in honesty he could 
accept money from patients knowing he 
could not cure them, he is reported to have 
replied; “Most Serene Highness, I take the 
money not for my services as a doctor but 
as a guard, to prevent some young man 
who believes everything he reads in books 


from coming along and stuffing some¬ 
thing down the patients which kills themr 
There was widespread belkf among 
physicians that a non-peslilential fever— 
which was perhaps malaria or influenza— 
could be transformed into a pestilential 
fever (meaning plague) if the environmen¬ 
tal conditions deteriorated. This perhaps 
explains why in the middle of a raging 
typhus epidemic, the health magistrates 
were able to decltm that there was no con¬ 
tagion. Typhus or as it was called “malig¬ 
nant fever with accidenti of petechiae” 
was regarded as a pathological state with 
rather high mortality. The physicians sent 
by the magistracy were anxious to find out 
whether petechiae (reddish spots) had ap¬ 
peared on the skin of patients with fever. 
This meant to them that a dangerous level 
of morbidity had been reached which in 
turn meant that the fevers may lead to 
contagion, i e, the plague This was in spite 
of the fact that in 1546 Fracastoio had in- 
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eluded ‘petechial fevers' (typhus) in his 
classic treatise on contagious disease De 
Coniagiosis Mortis. 

in the period examined here plague was 
absent from the Florentine state but there 
was a massive predominance of other in¬ 
fectious diseases particularly tuberculosis, 
typhus, malaria, small pox, influenza and 
gastro-imestinal diseases, the diseases of 
underdevelopment. Cipolla states “Disea¬ 
ses do not develop in a vacuum. It would 
be a grave mistake to limit oneself to an 
aetiological concept of diseases which 
considers only the action of microbes or 
viruses. Epidemiological studies have 
made us increasingly aware of the role of 
environmental and .socio-economic factors 
in the aetiology, incidence and prevalence 
of diseases. The patter n of morbidity in 
a given society is determined above all by 
socio-economic and hygienic conditions!’ 

This uncontestable conclusion is mar¬ 
red by one paragraph where the author 
restates his familiar position on the 
relationship between the demographic 
changes induced by mortality and its 
economic effects(S]. Seductively 
simplistic, if fallacious, this argument has 
been effectively demolished a number of 


years back by Brenner[6). Cipolla’s 
restatement of the 'dominant paradigm’ 
of what Brenner called secular Malthusia¬ 
nism, in spite of empirical evideitce to the 
contrary, is one further example of the 
power of ideology to overlook inconve¬ 
nient facts. 

A few jarring notes apart this excellent 
book perhaps provide evidence that the 
neglected field of the history of disease 
and health has come of age. 

Kefeixmcea 

(I] Zeigler, Philip, The Black Death, 
Harmondsworih, 1970. 

|2] Harris, Marvin. Com, Pigs, Mm and Wit¬ 
ches: The Riddles of Culture, New York, 
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(3) Zinsser, H, Rats, Lice and History, London, 
1935. 
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of World Populations, Hardmondsworth, 
1978. 

|6) Brenner, R, ‘Agrarian Class Structure and 
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a ‘strongly outward-oriented' country, im¬ 
plying that the country had imposed no 
trade controls, but the TDR more ap¬ 
propriately highlights that the country 
had imposed controls in the foim of 
medium or high tariffs. Chile, the coun¬ 
try to adbpi ,an almost perfett laissezfdire 
trade pctlio.. is only ‘moderately outward- 
oriented’ accu-.ding to the WDR, while lire 
TOR iiidicatc'i that tite country had im¬ 
posed low tarifi' and low nun-tariff bar¬ 
riers, which coierminous with non¬ 
intervention. similar divergence is seen 
in the case of <iua;etnala and Mexicow 
both of which aoaiify for being classiiled 
as strongly oiirward-orK-nted according to 
TDR because of she di.stinct openness in 
their policies, wneieic. these countries ate 
classified only as 'moderately outward- 
oriented’ and 'moderately inward- 
oriented’ by the WDR. 

With this classiricalion which the TDH 
provides, reading oi the country ex¬ 
periences yields a plausible icsult—the 
nature of trade regime beau no relation¬ 
ship with the export rierft'nnantcs of the 
sample countries in the l9S0s. For cscani- 
pic, inward-oriented countries tike India 
and Pakistan rcgisteicd high growth of 
exports, comparing well with strongly 
outward-oriented countries '.ike Mexico. 
Export performances ate found to be the 
best in the case of inodcialely outward- 
oriented kountries, a finding that is cor¬ 
roborated even by the WDR. The worst 
performers on the txpon front arc the 
’moderately inward-oriented' countries 
and not the ‘stiungly inward-oriented’ 
countries, as should! have been the case 
according to the accepted argumeiits. 

Accordingly, TDR draws an important 
conclusion, "no generalisation can be 
made on the universal virmes of cither 
inward- oi outw-sid-orientation. The 
relative strengths oi (>.‘'e or the other 
depend on several hisiurical and country- 
specific conditions.. Mote importantly, 
howevci, the history of successful develop¬ 
ing countries suggests that it is more sen¬ 
sible to lotyk at inward- and outward- 
orientation not as incompatible, but 
rather a.s complcrn -niary, strateg.<'J under 
different circumstances” This is also the 
finding, auio.ng others, of Cheiiery and 
his assuciaicji [Cheneiy et oi i9S6|. 

On ihe > 4 Uc.siion whether the trade 
regiiiie .should be characterised by 
neutrality oi incentives ics between exports 
and inrpori.s for rapid export expansion, 
the TDR reminds u.s tliat sn the p.'csence 
of economies of scah. of all sons, exter- 
nc-.l and inlet nal to the firm, static as well 
as dynainic, active Irudr (and industrial) 
policies are preferable. In recent years, 
there ha.s been consider able d.?ba*u; on this 
issue which, as iagoLih Bhagwati appears 
io stjgges!, has led So ?omt confusion on 
at least two counts {Bhagwati i9S81, 
'Vhile the inipt'rt-substitutiori .strategy was 
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(TDR), the annual commentary of the 
UNCTAD on issues confronting the 
global economy, marks a departure from 
similar di.scourses appearing in the recent 
past in that it sets a distinct perspective 
for viewing these issues. This is panicular- 
ly evident in the discussion on trade 
policies and public sector reform, two of 
the more important dimensions of the 
ongoing debate on economic management. 

The report marks a significant con¬ 
tribution in re-assessing the place of trade- 
orientation in the economic growth of 
developing countries. Contrary to the 
generally accepted view, TDR indicates 
that the statistical relationship between 
exports and economic performance is not 
found to be valid for *^l groups of coun¬ 
tries and all sub-periods in the post-war 
eta". The report points out that statistical 
tests have been inconclusive as to the 
causal link between exports and economk 
growth. Elaborating this point. TDR fur¬ 
ther adds that while on bdanoe it has been 
found that overaii economic growth by 
removing the supply bottlenecks leads to 
faster export growth, the inverse of this 
causality was not established. 


presents the view that there is no cleat 
relationship between the character of the 
trade regimes followed by countries and 
thmr export performance. Evidence from 
34 developing countries for the 1980s has 
been gathered to make this point. This 
view appears heretical given the over¬ 
whelming acceptance of the position that 
export performance can be improved only 
by adopting a non-interventionist or so- 
called 'outward-oriented* trade regime. 

The important aspect of the analysis 
presented on the relationship between the 
trade regime and export performance in 
the TDR is the classification of countries 
according to their trade regimes which ts 
at variance with the earlier and now well 
accepted classification that the World 
Development Report (WDR) of 1987 pro¬ 
vided. Although the classification pro¬ 
vided by the WDR was on the basis of 
information available till I98S, and the 
TDR uses infonnaiion up to 1987, the dif¬ 
ference in the periods used by the two 
reports is not wide enough to explain the 
observed divergence in the classifications. 
A few countries stand out in this diver¬ 
gence: Korea is classified by the WDR as 
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bias, export promotion was seen to be 
characterised by a bias-free or trade- 
neutrai strategy. At the .same time it was 
argued that export-promotion necessarily 
required the condition of non-intervention. 
Neutrality of incentives, Bhagwati tells us. 
was not adopted by most of the successful 
exporters of Asia; there was a simul¬ 
taneous bias in favour of exports and 
against imports. Nor did the governments 
in these countries allow a laissez-faire 
policy to take over. Bhagwati concludes 
that these policies la combination of non¬ 
neutrality of incentives and intervention) 
adopted by the Asian countries made the 
export promotion strategy work suc¬ 
cessfully. In the same vein, the TDR 
argues that neutrality of incentives is in 
fact biased against exports. The com¬ 
ponents of an ‘active’ trade policy, TDR 
indicates, are three; (a) some explicit and 
temporary protection and cxtwrt incen¬ 
tives for new sectors at moderate levels, 
(b) more general systems of incentives for 
investments and for technology creation, 
transfer and adaptation, and (c) active 
mechanisms for interaction between the 
private and public sectors in order to iden¬ 
tify investment opportunities and, in some 
cases, to co-ordinate investment decisions. 

The issue of trade policy' reforms is 
another area where the TDR takes a dif¬ 
ferent view. The report argues that 
economies in transition from mote 
inward- to more outward-oriented 
strategies would do better to drop walls 
of protection slowly as firms are unable 
to adapt rapidly to the new circumstances. 
Addressing the larger issues of reforms, 
TDR puts forward thii view in suggesting 
that .stabilisation programmes should of 
necessity precede those of structural ad¬ 
justment. Combiriaiion of the two, as has 
been seen in the so-called ‘big bang’ 
appioach, dees not find support in the 
TDR because “experiences with the... ap¬ 
proach arc no; encouraging’’. 

At a lime when most economists con¬ 
sider the public sector fit only to be 
disbanded, the TDR has argued otherwise 
The report points to an important feature 
of the entire debate on the question of the 
public sector, viz, the remarkable paucity 
Of factual information regarding the ac¬ 
tual operations of these enterprises. 
Towards filling this gap, tlie TDR provides 
some very useful information on the 
otwating results of public enterprises and 
this would I'.enainiy compel the discern¬ 
ing to fak:. a -Sfcood look at these 
enterprise'.. 

Usiip; the data i.-oni the fiystune 500 liM 
for two yr..!!,*,, jjic 1900, ("D/f shows 
that of the !'■ -mieipriics figuting 

in the sample <i> : -.t . vi, ysirs, only two 
public rnierptiscstiided losses in 5989 
and itt 1990 none oi the puobc eiiterpri.ses 
recorded losi^. Mere inxiestingly. the 
average profitability ■. f pobhe'•nierpr'.ses 
in developing couiilru.s vus .... .ve to ifnee 


aiHi a nail iiiiica uciici mail iiiai luf 
private enterprises in these countries. 

This evidence has been used to indicate 
that public enterprises after all are not in 
the nature of dead-wood as most present- 
day literature seems to suggest. But at tnc 
same time TDR recognises that reform of 
public enterprises is required in order 
that these enterprises reali.se their true 
potential. 

Reform of public enterprises has been 
suggested keeping in view three objectives: 
(a) setting clear objectives, separating to 
the extent possible, commercial and social 
objectives, (b) establishing well defined 
performance indicators giving managers 
incentives consistent with the objectives 
and indicators as well as autonomy in run¬ 
ning the enterprises, and (c) designing an 
effective control system based on in¬ 
dicators and .setting explicit rules and pro¬ 
cedures for government intervention. The 
model for public enterprise reform as sug¬ 
gested in the TDR appears to be based on 
the Korean experience. In 1984, Korea 
adopted the revised Enterprise Manage¬ 
ment Law aimed at providing more 
managerial autonomy, an improved per¬ 
formance evaluation system and a better 
incentive structure Increased managerial 
autonomy was granted by lessening 
government control over the budget, pro¬ 
curement and personnel management. 

Depdeiidence on government budget 
has long been recognised as one of the ills 
of public enterprise It gave ri.se to what 
Kornai termed as the “soft budget con¬ 
straint" [Kornai I986J. The nature of the 
budget constraint is seen by TDR to have 
a' strong influence on managerial 
behaviour. This view appears to be cor¬ 


roborated oy the 

the Korean public enterprises in the later 
half of the I980«. 

TTDR thus provides a view distinct from 
the prevailing sugge-stions that the only 
way of improving the performance of 
public enterprises is by privatisation. The 
report argues that the public enterprises 
were set up to serve several non-commcrdal 
objectives and for this reason alone 
privatisation on a large scale may not be 
desirable. 

In dealing with the third major issue, 
the continuing debt crisis faced by the 
developing countries, the TDR provides 
a comprehensive survey of the current 
state of debt management and the condi¬ 
tions prevailing in the financial markets. 
The post-Brady Plan debt negotiations are 
dealt with rigorously but. unlike on the 
other two issues, TDR refrains from being 
provocative. 

Given the present state of the debate on 
global economic management, it would 
not be surprising if TDR is dismissed as 
another ‘ideological* tract originating 
from the UNCTAD. The report de.scrves 
better deal and one hopes that it will be 
received with appropriate seriousness. 
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SPECIAL ABTICLES 


Modern Small Industry, 1972 and 1987-88 

Aspects of Growth and Structural Change 

J (I Sandfitara 

Using the massive data made available in the report of the second census of modern stnad mlusirial units 
along with data from the first census, this paper attempts to highlight some aspects oj growth and structural 
change in modern small industry over the 15-year period between 1972 and 1987-88, the reference years of the 
two censuses. The focus is on growth and size, structural change, closures and impact of the policy of reservation. 
The paper concludes with a discussion of the explanations for and implications aj some of the man- significant 
findings. 


1 

'Fhe IWo 

THF. report on the second census of 
modern small industrial units has just 
been released.' it is a very comprehensive 
document giving massive statistical and 
other informalittn on modern small in¬ 
dustry, and also statistically analysing it 
from various angles. The items to which 
the census relate.s include the number of 
unit.s, capital isivcsinieni, employmeri, 
production, capacity, energy Or.i.uinip 
tion, forrn of organisation, closure, etc. 
The information on these items is 
tabulated on different concepts n case of 
iOine of these items such as capita) invest¬ 
ment and employment, and also separate¬ 
ly in detail by .states, location, indu.stry, 
organisation, si^e, closure, reservation, etc. 
In addition, >1 also includes: the new 
August 1991 policy or this sector and the 
related relevant tollow-up circulars. All- 
in-all, it is bound to be a valuable source 
of refeiencc and study on the modern 
smalt industry sector for quite sonic time 
to come. 

These massive data and their recent 
release make it rather difnculi to under¬ 
stand and a;preciate, a: this juncture, 
their full import and significance for 
policy. Their detailed analysis must, 
therefore, await .a later occasion. At the 
same time, it may not be difficult, even 
now, by way of a quick analysis, to use 
these data, along with the data of the first 
census* and otherwi.v: to highlight some 
aspects of growth and structr.ral change 
in mddern small industry ever the IS-year 
period, between 1972 and 1987-88—the 
reference years of the two censuses. 

Such a limited quick, exercise at thi.s 
rather early date is made possible by the 
census authorities for two good reasons. 
First, the second census report itself gives 
a comparative view ol this sector on cer¬ 
tain patameters. Second, on a number of 
common items, the two censuses follow 
the same definitions, ki that on those 


items on which the report docs not itself 
give a comparative view, one is able, with 
a little effort, to generate comparable 
.statistics on such items also, in this paper, 
we take advantage of both of these 
leasons. 

A few' preliminaries here; Growth is 
measured on the number of units, fixed 
capital investment, production, value 
added and employment. Along with 
growth, are also noted the changes in the 
average size of the unit, capital and labour 
productivity and capital-intensity (Section 
II). Structural change refer.s to changes in 
the distributitm of small industry in terms 
of the number of units, employment, fixed 
capital inve.slment and production by 
broad groups of industry and state, and 
in terms of the number of units and pro¬ 
duction by broad size groups. These two 
sections relate to 197?. and 1987-88. 
Uesides, we also analyse some statistics on 
closure and reservation (Sections IV and 
V). \s the corresponding data on these 
items for 1972 arc not available, these two 
sections relaie lo 1987-88 only. The paper 


is concluded with a di.scussion of the 
explanations tor and implications of some 
of the more significant findings. 

A word on the meaning of small in¬ 
dustry in the census is in on'.cr here. The 
censuses relate to smalt industrial units 
not falling within the put view of other 
specialised boards and agencies, they 
relate only to the modern smv.ll-scale 
industrial units which fall within the pur¬ 
view of the Small-Scale Industries Board. 
Die censuses foDow the then nrevailing 
definitions of small industry, namely, 
industii&l units with investment limit in 
plant and machinery of Rs 7.5 lal h and, 
if an ancillary, Rs !(> lakh (original vaitic) 
for 1972, and of R.s .t5 lakh and, if an an¬ 
cillary, R.s 45 lakh in that way for 19?" -8S. 
Small industry in thi.s paper has to be 
understood accordingly. 

)i 

firowth atui Sizar 

Crr/wth: The tola! numocr of units in 
the frame of the cchmj- reports m 1972 


Tabu 1: Growihoi- Smmi iNmJM'KV. 1972 ano 19X7-88 





tier Cent increase 

Item 



in I9R7 38 over 

1977 

(1) 

(2) 

l.’> 

<4) 

1 Number ot unr.s as pci i'ranic list (lakhi 

2.'>8 

9.87 

282 

2 Numbei of rvurking units (!akh) 

3 Number of nniis ft-r which data were 'abiilaicd 

f..V9 

S.V4 

27.r 

(lakh) 

4 lnvestme:ii in fired assets (Rs crvvre, b(K>k-valtie. 

l.-r;! 

82 

31.- 

1972-73 prices) 

5 Invesrmeni in plant and machinery |R> cmie. 

itj" 

■’.‘'70 

26V 

original value. IV72-73 piices) 

5.37 

1,745 

22.V 

6 Prodiittiop iRs ciore, 1972 73 prices) 

.'XD 

i.3,S28 

420 

7 Nel value added (Rs crore, 1972-73 prices) 

hAl 

3,230 

281 

8 Employmcni (luiniber, lakh) 

lA.yt 

36.66 

122 


.Soles'. Nuiiibci' against iiciii t in toliinin' (2) anC < ii arc as nn .10 11,1973 and 31.3 88. and 
ihosc .iMuisI other Kcms rcIaic in ihc -lalfi'ilai veat and (Xc financial yea' (January- 
Occciiihcr and .April Marctil ics|H’clivt-ly. 

.Sr-ur<r: IXA'cloptricnl fommis.-iioncr. ar.niii '>.alc Indusities. .Mir.isiiy o'' Induiiiv. Govcfrmtnl 
ot India, Nca' Delhi. Keeon t. • Sevond .AH-lndi.: i'en.Kus of Smuil Scute Indtisniul 
(.■/nr-. W.', p IAS, pai;, )' s 
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was 2.58 lakh and in 1987.88 9.87 lakh, 
showing an increase of 282 per cent. 
Howev'cr, the nureibcr for which data were 
tabulated was onlv I..M) lakh in 1972 and 
5.82 lakh in 1987-8S, forming 54 and 59 
per cent of the above totals respectively. 
The sinalk: nunsbets of tabulated units 
are accoujited fot variously, some were 
found being inciudet! wrongly in the 
frame, .sr-ii.c were not traceable some did 
no! resp'iij, The number of units for 
which daia wrte taiudated i.ncrcased by 
317 pit •;«» l>etweeti 1972, and 1987-88. 

Growth was jf.'ordtxl on other measures 
also. Thus, for csarnplc, investment in 
'ixcd assct.s (book value, 1972-73 price.s) 
increased frruti Rs “9T erorc to Rs 2,926 
■crore or by 207 per ccU. production 
tl97c 'O prices) I'tom Rs 2,603 croir to 
R.S 13.528 crone or by 420 per cent and nei 
value added (1972-73 prices) fnjtn Rs 84! 
crore to Rs 3.230 crore or b> 2R4 per cent 
berween 1972 and 19.97-8.8. flowcvei, 
growth in employment was modest, .reom 
16.53 lakh person.s to 36.66 lakh or by 122 
pet cent ordv 

Sizt''. \ his{h yrowth in the number of 
units relative to inveritment, value added 
and einploymcni ha.s luviercJ the average 
sire of tb? units. In terms of investment 
in fixed as.sei.s (book value) the average 
size diviined from Rs ^T.opf* to Rs 50,000, 
of iriv.rjinient in plant and mac.htnety 
(otipin.al value) frort ki IP.iXK) to 
R.'. .lO.dfSO. of act vab.'.t added from 
Rs 60,<KKI to Rs 55.,<»fX) (alt in 5972-73 
pjKes) and of employrnciii from 12 per¬ 
sons ti! 6, showing from 8 to 50 per cent 
decline Oft these mca.surcs between 1972 
and 1987-88. In tent',.- <•( production, 
howevet, the average size sliowed an 
inca-a.-ic, Irom Rs 1.86 lakh to K.-; <.32 lakh 
(l9*2-73 prices) or by 25 per cent. 

Rutio'^ Productivity of capital and 
lab-our r.as each increased in varying 
nicas.-v;-': bf.iwccn 1972 and 1987-88. To 
rc5r:''<.- s-ir.:,' oi ■ .be atmve staiistic.s. for cx- 
anple the- ratio id tiei value added ;o 
fixed as:i'-. .', mcri ssed from 1.06 to 1 10 or 
by 3S .pc" ■ '.-ni. arid itPt value addeii per 
per..on i..'.i,.'ioyec! ii.un R.s 5.09 thousand 
to R- ?> fii ’hjd,:!rd ,'-1 by 7 ’ cent. 

(v,- uoitfi that Capital 
inici-iiiv h. ‘.- ais p.jn; i-v.-- s.ihsta.itially, 
from 19 ihiv.,..i».v,'.' m v?.% 79.83 thou- 
sanri i>- iv A-:. '!;> it diffeieutlz. 

a laku ■: m fixed assets 

W)'.!.,!. Mts in i'>72 

eitipkv-ei.t i.!i. ;u- - <ii t'-.ihV-Sg. 

show:!!;- .. >”-=1 r. -..yi.t. 


J.' . - ? 

Tfti'le 4 

gi-e.', M.ifi.i'.i-r i-r. i 

' ii.Ts and 

cmplfjyttieri. w' .< ■ r 

; o.. on 

csiO’loyj’T),'■.■«>! ,■ . 

■ ■)( 

tlie uii'>: 1 :'v;' . ■ . 

i972 

and 19.*!7 '.y -j.. 

■p l.y 

l*- '2 are Ai'h-'j *»>. \’- 


groit,'" ■, ao’’ H'.A •'>» ' ' ■ 

’’ • ■ ‘ •! 

•these. itT 1' ' . ..•ryi ‘-i:- 

. li ■'jv..!',. 


and have tlw same or more or the less the 
.same nomenclatures and, therefor^ the 
numbers against them are comparable. 
This is. however, not the case with the 
remaining industries in the two censuses. 
These industries have, therefore, been 
grouped under ‘Other Industries’ and 
‘Services’ in the table, the details of which 
will be found in the footnote to Ikble 4. 

As noted earlier, the aggregate employ¬ 
ment for this sector increased by 122 per 
cent between 1972 and 1987-88. Of the 12 
industries, the increase was more than this 
overall increase in the first six industries 
of the table, and the last group of Other 
Industries and Services. The increase was 
less ill the remaining six industries. The 
increases varied from 267 per cent in Food 
Products to 20 per cent in lyanspori 
Ecsuipment. 

The average size of the unit at the ag¬ 
gregate Icvci in terms of employment was 
12 persons in 1972. Six industries had their 
average above this: Food Products, 
Chemicals, Basic MetaLs, Electrical and 
Electronic Products, Transport Equip¬ 
ment and Other Industries and Services. 
The average size was less than 12 persons 
in the other seven industries. Ba.sic Metal 
Industries had the highest average and 
Leather and Leather Products the 
lowest—22 and 6 persons respectively. 

In 1987-88. the average size of the unit 
at the aggregate level was 6 persons. The 
industries which shared this number were: 
Paper Products and Printing, Metal Pro¬ 


ducts and Other Industries and Services. 
Of the remaining 10 industries, six— 
Rubber and Rubber Products, Chemicals, 
Basic Metal Industries, Machinery and 
Ruts, Electrical and Electronic Equip¬ 
ment and Thinsport Equipment—had a 
higher and the residual three a lower 
average. Basic Metal Industries was at the 
top and Ijeather and Leather Products at 
the bottom with their average of 14 and 
3 persons. 

The average size of the unit at the ail- 
industries level declined from 12 persons 
to 6 between 1972 and 1987-88 or was one- 
half of its previous level. The average size 
declined in all the 13 industries. As will 
be noticed from Ikble 4, the average size 
was one-fourth in 1987-88 of what it was 
in 1972, in Food Products, two-fifths in 
Other Industries and Services, around 
one-half in four industries—Hosiery and 
Readymade Garments, Wood Products, 
f^per Products and Printing and Leather 
and Leather Products—about two-thirds 
in five industries (Rubber and Rubber 
Products, Basic Metal Industries, Metal 
Products, Machinery and Parts ' and 
Transport Equipment), nearly three- 
fourths in Electrical and Electronic Pro- 
rtucts and the same in Chemicals. 

ill 

Siructuroi Change 

We now turn to note the structural 
change in small industry between 1972 


TABit:2: Avi-raoe Sizeok Smau iNnusrav, 1972 anh 1987-88 


1972 1987-88 fTer Cent 

licii! Change in 

1987 88 
over 1972 


(1) 

(2) 

(3) 

(4) 

1 Inv^simcnt in ri.\ed assets (Rs thousand, 
book.value, 1972-73 prices) 

57 

50 

-12 

2 Invcsiincni in plant and machinery 
iKs ihon-sanrl, original value, 1972-73 price.s) 

33 

30 

- 21 

’• Production (Rs thousand, 1972-7.3 prices) 

186 

232 

23 

4 Net value added (Rs thousand 1972-73 prices) 

60 

55 

-8 

5 Employment (Number) 

12 

6 

-50 

Saurve: Cited in Tabic 1. 

1 ABU- 3; Sfi fct Raiios in Smau. Indosiry. 1972 ano 1987-88 



1972 

1987-88 

Per Cent 

Hem 

tfi 

(2) 

(3) 

Change in 
1987-88 over 
1972 
(4) 

1 Pio'luction/invesiment in fi.sed assets 

3.27 

4.62 

41 

2 -'^ci value added/invesimeni in fi.xed assets 

1.06 

1.10 

38 

i I'livtuidon/cmployment (Rs thousand) 

1.57 

3.69 

135 

4 Nei valur added/employmeni (Rs thousand) 

509 

8.81 

73 

*5 I'lnt^loyinirni/Rs 1 lakh invesintent in rixed 

20.75 

12.53 

-40 

h 'nve-.imi-m m lixed awris/cmploymenl 
• K' '''-msand) 

48.19 

79.83 

66 


V;,!iii'', of [)r<vlii(.iion, investment, net value added as specified in Table 2. 
I' < (indor Table I. 
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Table 4: Growth and Size bv Industhv, 1972 and 1987-98 


Industry 

<1> 


1972 



1987-88 


Per Ceni 

1 Change 
' Inl^' 
over |4) 
|9) 

No of 
Units 
<2) 

Employment 

<3) 

Average 

Size 

(4) 

Ho of 
Units 

IS) 

Employment 

(6) 

Averdge 

Size 

If) 

lit |6) 
over (3) 
18 ) 

I Food producit 

6,577 

1.31.220 

20 

96,123 

4,81.682 

5 

267 

.25 

2 Hosienr and readymade garments 

6,718 

75.346 

II 

39.778 

1,98,387 

5 

163 

45 

3 Wood products 

12,188 

94,703 

8 

54,975 

2.29,061 

4 

142 

.50 

4 Paper products and priming 

58,322 

89,146 

II 

33,320 

1,99.389 

6 

124 

.55 

5 Leather and leather products 

5,040 

31.775 

6 

24,028 

81.667 

3 

157 

.50 

6 Rubber and plastic products 

7.688 

81,690 

II 

25.819 

1.88.784 

7 

131 

.64 

7 Chemicals 

11,837 

1,59,013 

13 

25,941 

3,13,986 

12 

97 

.92 

8 Basic metal industries 

5.073 

1,09,626 

22 

14.937 

2.02,46.1 

14 

85 

.64 

9 Metal Products 

34,011 

3,00,060 

9 

65,868 

3.72,711 

6 

24 

.67 

10 Machinery and Flits 

12.701 

1,45,333 

II 

40JI02 

2.79,292 

7 

92 

.64 

II Electrical and Electronic Products 

4.409 

65,908 

IS 

12,283 

1,37,260 

II 

i08 

.73 

12 Ttansport Equipment 

6,049 

83,492 

14 

11,325 

1,00,360 

9 

20 

.64 

13 Other Industries and Services 

18,964 

2.85,866 

15 

1.37,169 

8.80.768 

6 

208 

.40 

14 All Industries 

1,39,577 

16.53,178 

12 

5.82,368 

36,6;,8I0 

6 

122 

SO 


Noia : The dau for 1972 arc given in 16 and those for 1997-88 in 21 two-digit industry groups. Of these, ihe 12 lisiol in ihc table are more 
or less fully companriife as given in the two censuses. The names of industries given above are as given in the 1972 census repoit. The 
remaining four groups of 1972 census and nine groups of ihe 1987-88 are grouped in the table under Oihci Industries and Services 
against 13. The names of these four industries air. (I) Beverages, (2) Glass and Ceramics, (3) Miscellaneous and (4) Repairing, Service 
and Job Wtork; and those nine industries are: (I) Beverages, IblMcco and Tobacco Products, (2) Cotton Textiles. (3) Wool, Silk and 
Synthetic Fibre Dsitilcs, (4) Jute, Hemp and Mesu Taiiles, (5) Non-raeiallic Mineral Products, (6) Miscellaneous Manufacturing Industries, 
(7) Repair Services, (8) Services not elsewhere classifled, and (9) Other Services and Groups. 

Sourcer. Fiw 1^2, Government of India, Development Commissioner, ^all Scale Industries, Ministry of Industry, New Delhi, Report -jix the 
Census of Smalt Scale Industries, Vols I and II, 1976, p 22, Table 4.1: and for 1987-88 source cited under Table 2, pp T.CO. T.6?'63, 
Thbles 29 and 31. 

Tabi E 3: PaiNciitAL CHAaACTEaisrtcs or Smali. iNnusTRV by Major Industry Groups, 1972 and 1987-88 


MRjor Groups_ 1972 _ _ __1987-88 



Units 

Employment 

Fixed Asset { 

Production 

Units 

Employment 

Fixed Assets 

(‘roduLlion 

ID 

Number 

rooo) 

12) 

l^r 

Cent 

13) 

Number 

lUkh) 

|4) 

Per 

Cent 

is: 

Rs 

(Crore) 

16) 

Per 

Cent 

17) 

Rs 

(Crore) 

18) 

Per 

Cent 

19) 

Nundier 

rooo) 

110) 

per 

Cent 

HI) 

Number 

(Lakh) 

(17) 

Prr 

Cent 

113) 

Rs 

(Crore) 

(14) 

Per 

Ceni 

tl.M 

Rs 

(Ctoiri 

rif>) 

Per 

t'.eni 

(17) 

1 Food and 
Textiles 

13.8 

10 

2.11 

13 

97 

9 

314 

12 

142.4 

24 

7.93 

22 

1,858 

20 

12.681 

30 

2 Metals and 

Electricals 

62.2 

49 

7.05 

43 

517 

49 

126) 

48 

i4sa 

25 

10.92 

30 

3.067 

33 

J4.263 

33 

3 Other 

Manufacturing 

56.3 

40 

6.98 

•12 

411 

39 

1005 

39 

204.5 

35 

15.24 

42 

3,641 

39 

35,020 

35 

4 Service 

7.2 

1 

0.39 

2 

28 

3 

23 

1 

90.2 

15 

2.56 


727 

8 

1.010 

2 

Total 

140.6 

too 

16.53 

100 

1055 

100 

^3 

100 

582.4 

100 

36.66 

100 

9.296 

100 

42.972 

100 


Notrr. I Figures may not add up due to rounding. 

2 The coverage of industries of these four groups for 1982 and 1987-88 is as under: 


Croup 

1972 

1987-88 

1 Food and lextiics 

1 Food Products 

2 Beverages 

3 Hosiery and Readymade Oarmemt 

1 Food PiDdukts 

2 Beverages, Tobacco ai’d Tobacco Pruducts 

3 Cotton Textiles 

4 Wool. Silk and Synthetic Frbrc Textiles 

5 Jute. Hemp and Mesia Ibiiiles 

6 Hosiery and Ciartneiitv 

2 Metal and Electricals 

1 Basic Metal Industries 

2 Metal Products 

3 Machinery and Parts 

4 Electrical and Electronic Products 

5 Thmsport Equipment 

1 Basic Meui Industries 

2 Metal Products 

3 Machinery and Parts 

4 Electrical Machinery and Parts 

5 Tlranspoct Equipment and Parts 

3 Other Manufacturing 

1 3Waod Products 

2 Paper Products, Printing, etc 

3 Leather and leather Products 

4 Rubber and Plastic Products 

5 Chemicals 

6 Glass and Ceramics 

7 ..liscellaneous Industries 

1 (Wood Products 

2 Riper Products and Printing 

3 Leather Prvxluits 

4 Rubber and Plastic Products 

5 Chemical and Chemical Products 

6 Non-Meialtic Mineral Products 

7 MisceHtncous Manufacturing Indiisiries 

4 Services 

1 Repairing, Servicing and Job (Work 

1 Repair Services 

2 Services not F.lsewhere Classified 

3 Other Services and Groups 


Sourre Fbr 1972, Source cited under Thbic 4 p 22, Thble 41 and for l%7-88 source cited under Thble I, p 53, Ibbic 6. 
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and >987-88. This is done by examining 
the distribution by industry, by state and 
by size. 

Industry: The relevant data by industry 
art availubie by detailed industry groups 
at two or more digit levels. However, a 
very detailed productwise analysis may 
run the danger of missing the wood for 
the trees. We have, therefore, grouped the 
sutistics on the number of units, employ- 
mem. fixed assets and production in four 
major (xoduct groups of Rtod and Tbt- 
tiles, Metai and Electticai Products, father 
Manufacturing and Senices following the 
two digit level industries. The two-digit 
indu.strics that form these four groups in 
1972 and 1987 88 are lisleii in the footnote 
to Tabic 5. 

The items on which change is measured 
are the number of units, employment, 
fixed as.vets and production. In each of the 
above items, the share of Food and 
Textiles and Seivices increased and of 
MeUi^ and Llcctricai Pro*iucts declined 
between 1972 and 1987-85. The share of 
Other Manufacturing declined in the 
number of units and production, and was 
the same in employment and fixed assets. 
Special attention needs to be drawn to the 
high magnitudes of change involved in 
each C8.<c. I'he dcta>:~ can be seen from 
Table 5. 

States- The relevant data on various 
item.s are available by states.'union ter¬ 
ritories individually. However, to focus at¬ 
tention on groups of states by the degree 
of industrial development, we have 
grouped the states into industrially 
devdoped and other slates. 

The Sivaraman Committee’ had 


categorised slates on the basis of per 
capita value added in manufacturing in 
1976. In that year, the figuie for all-India 
was Rs 160. States with that or a higher 
average were called developed. Gujarat, 
Maharashtra. Thmil Nadu. West Bengal. 
Haryana, Karnataka and Ihinjab crossed 
that limit. So these seven states are 
grouped as industrially developed in the 
table. Since the first four developed early 
and the last three late, we have also given 
data for these two sub-groups separately. 
All other states and all union territories 
are grouped under other states.^ 

Table 6 gives the relevant statistics on 
the same four items of units, employment, 
fixed assets and production. 


Tabi.e 8: Numbex of Closed Units within the 
Year of Start of Production. 1987-88 


Wars 

(1) 

Number 

(thousand) 

(2) 

Percentage ’ 

(3) 

1 2 

41.442 

14 

3 - 5 

1,07,486 

36 

6 - 10 

87,494 

29 

Above 10 

64,968 

22 

Total 

3.01.390 

100 


Noif.t: (I) The total number of closed units 
expressed as a percentage of working 
units (53,82.368) is 52. 

(2) Figures may not add up due lo.. 
rounding. 

Source: Cited under Table I. p T-ISS, Tablc-56. 


TA8i.t 7; Units amt pRoDiirtiON bv Size. 1972 and 1987-88 


Imesiment in Plant 
and Machinery 
(Rs lakh) 


1972 



1987-88 


Units 


Production 

Units 


Production 

Number 

(•000) 

Per 

Cent 

Rs 

(crore) 

Per 

Cent 

Number 

(•000) 

Per 

Cent 

Rs 

(crore) 

Per 

Cent 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

17) 

(8) 

(9) 

(A) Size up to Rs 3 lakh 








i Up to 1 

127.4 

91 

1.459 

56 

482.5 

83 

12,070 

28 

2 1-3 

8.7 

6 

595 

23 

59.8 

to 

8,640 

20 

3 Above 3 

3.4 

n 

548 

21 

40.2 

7 

22.263 

52 

All sizes 

139.6 

100 

2,603 

100 

582.4 

100 

42.97,3 

100 

(B) Size above Rs 3 lakh 




40.2 

7 

22,263 

.52 

4 3 :o 7.5 





24.9 

4 

7.916 

18 

5 7.5 10 15 





8.5 

2 

5,260 

12 

6 15 to 25 





4.2 

1 

4.579 

n 

7 25 to 35 





2.4 

N 

4,239 

10 

8 TS and above 





N 

N 

267 

N 


Soles: (I) Figures may not add up due to rounding. 

(2) N - Negligible. 

S-7U/ee: For 1972, source cited under labie K p 218, Table 7. 

For 1987-88, source cited under Table I, pp T-li-U, 'Ibble II. 


I AMI I 6 PuiNt II'AL CTiarac rmisi Ifs ot .Small Industry bv Staths. 1972 and 1987-88 


.1972_ 1987-88 


Unil.s 

bmploynicn! 

Fi.xed A.sseo 

iToduction 

Units 

Employment 

Fixed Assets 

Production 


n'r 

Number i*rr 

Rs 

Per 

Rs 

Pei 

Number Per 

Number 

Per 

Rs 

per 

Rs 

ft 

(WXi) 

Ccn*. 

il.akh) Cent 

(Crore) Cent 

(Crore) Cent 

(’(X)0) Ceiil 

(t.akh) 

Cent 

(Crore) 

Cent 

(Crcrc) 

Cent 

U) t.T) 

!4) (5) 

(6) 

(7) 

(8) 

(9) 

(10) (11) 

(12) 

(13) 

(14) 

(15) 

(i«) 

(17) 


tA) Indu'-l'iatlv 
des-tlopcd 


•.'ati-s <rally) 

?5.;: 

39 

7.«7 

45 

526 

.50 

1330 



7 

i.'.5 

7 

96 

9 

209 

; M:.!.Aiashlra 

’ i .ti.i, 


il 

2.40 

15 

in 

22 

529 

, 

16.- 

1 i 

2.i6 

13 

Hi 

n 

322 

4 W;-.’ 

S3 

il! 

i.76 

U 

92 

9 

270 

(B) !li:;i.-.il'.7'iv 








u.rvs'li'i’r'' 








Males 

J' 

i? 

.\37 

14 

166 

16 

425 

.5 ft*' ..iii.'i 

*3.6 

1 

>' 49 

3 

40 

4 

102 

0 F.ii' i'ji:',. ■. 


1 

DM 

4 

44 

4 

80 

7 i'tiiDjii 

; t •; 

10 

1.24 

8 

82 

8 

24.t 

«■) A 1 U 

“'i.' 

56 

V X4 

to 

692 

66 

1755 

(U) 0»1-C! .sfiici/ 








Union 








ler-i'orii s 


! 

'. 

41 

163 

34 

848 

(E) A'l-irdir. 








t.C* l'» 

\H- ■■ 

''.7 

lA.' T 

100 

1055 

100 

2603 

AVjfe- Figi'li . r 

..f. iti.i 

4 

■1.1.S .. 

i' .;■:<■ lo r- 

■ '■iidinK 



Sourci's: l <ir IVi.’ 

>oi«riC ! 

Ti'd iin )fi l;-l>ii' 

• 4 t\ 

71 I'kKIyv 

d 7- 

unH (Vsr 


51 

167.6 

29 

14.81 

40 

3662 

39 

18141 

42 

8 

34.5 

6 

2.77 

8 

887 

to 

.35«6 

8 

21 

29.9 

5 

3.56 

to 

1260 

14 

7512 

17 

12 

57 2 

10 

5.36 

15 

1086 

12 

4513 

II 

10 

46.0 

8 

3.12 

9 

429 

5 

2530 

6 


16 

109.2 

19 

5.56 

15 

1584 

18 

7067 

16 

4 

23.4 

4 

1.06 

3 

356 

4 

1764 

4 

3 

40.5 

7 

2.44 

7 

661 

7 

2527 

6 

9 

45.3 

8 

2.06 

6 

567 

6 

2776 

6 

67 

276.8 

48 

20.37 

56 

5246 

56 

25208 

59 


33 

305 6 

52 

16.29 

44 

4050 

43 

17764 

41 

100 

582.4 

*I0IP 

■» 

36.66 

100 

92% 

100 

42972 

too 



a«llaw4 «• 

r%ete»r 1 __ 
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First, the seven industrialiy developed 
.slates and other states as a group: In each 
of the four items, the share of the former 
was lower and the corresponding share of 
the latter higher in 1987-88 than in 1972. 
The decline and increase in each case were 
generally substantial. 

second, the groups of four industrially 
developed (early) and three industrially 
developed (late) states: The share of the 
former in each of the four items declined 
in 1987-88 relative to 1972. The decline in 
each case, here also, was substantial. The 
share of the latter increased in the number 
of uitits. emptoyment and fixed assets and 
was the same in production. But here, the 
increase in each case was small. 

Third, the seven states individually: 
Generally speaking, the share in each of 
these four items in Gujarat, Ihmil Nadu 
and Haryana changed slightly or was 
about the same in 1987-88 relative to 1972. 
On the other hand, Maharashtra, West 
Bengal and Punjab recorded substantial 
fail in their shares, and Karnataka 
substantial gains in each of the four items. 

Size: The comparable statistics for size 
in terms of inveitment in plant and 
machinery (original value) relate to a 
limited number of size-groups. We have 
tried to make the best of this situation by 
demarcating three size-groups for these 


Tabi [■ V; C'lostn Unit bv Rfasons io« 
ClOSlIHL 


Reasons 

Number Percenugc 

0) 

(2) 

(3) 

1 Labour problems 

2 Dispute among 

6.777 

2 

owners 

11,023 

4 

.1 Raw maierial 



problems 

17,010 

6 

4 Finance problems 

1,04,668 

35 

5 Marketing problem 

43.451 

14 

6 Naiitral calamity 

7 More than one 

10,255 

4 

reasons 

49,738 

17 

8 Other 

58,468 

19 

Total 

3,01,390 

100 


Noitr. Percentages may not add up due to 
rounding. 

Soun-e: Cited under Table I, p 159, TSble 16.2. 


two years, of up to Rs 1 lakh, Rs I to 3 
lakh and above Rs 3 lakh. The statistics 
of further sub-groups beyond Rs 6 lakh 
of the last-named group me not available 
for 1972, but in view of sizeable numbers 
in that group and availability of data by 
further sub-groups thereon for 1987-88, 
we present these statistics by these groups 
in the lower part of Ihble 7. 

The share of the small-size group (up 
to Rs 1 lakh) in the number of units and 
production declined and that of the large- 
size group (above Rs 3 lakh) in both the 
items increased, in each case substantially, 
between 1972 and 1987-88. On the other 
hand, the share of the medium-size group 
(Rs 1-3 lakh) in the number of units in¬ 
creased a bit, but that in production 
declined slightly. 

Of the sub-groups of the large size- 
group of above Rs 3 lakh, the Rs 3-7.S 
lakh sub-group was the most important, 
accounting for 4 per cent of the total units 
and 18 per cent of the total production in 
1987-88. The next three higher sub-groups 
of Rs 7.3-15 lakh. Rs I5-2S lakh and 
Rs 25-3S lakh each accounted for around 
II per cent of the total production, with 
a small or negligible proportion of units. 
The largest size-group of above Rs 33 lakh 
had a negligible share in production also. 

IV 

Closure 

We now turn to the statistics on closed 
units. A few clarifications are in order 
before these statistics. First, in view of the 
non-availability of comparabte statistics 
on closed units in the first census, we refer 
only to 1987-88. Second, a clos^ unit is 
defined as a unit which existed in the 
frame of units registered up to Match 31, 
1988 but was found closed at the time of 
the visit of the census enumerator, and 
upon enquiries made by him was found 
having remained closed continuously for 
one year or more. Third, in view of the 
non-availability of owners of closed units, 
the information about them was collected 
from knowledgeable neighbours, lire in¬ 
formation so collected will, in general, be 


less reliable. It is against this limitation 
that the siatistics-on closed units have to 
be appreciated. 

As noted earlier, the number of units 
in the frame of the second census as on 
March 31, 1988 was 9.87 lakh but the 
detailed data that were tabulated related 
to 3.82 lakh units. In addition, the cen¬ 
sus also tabulated some data for closed 
units in the manner indicated in the above 
para. Accordingly, the number of closed 
units was 3,01,390. 

The limited data that arc available on 
these units are analysed in two ways: First, 
as such, by years after which they were 
closed since commencement of produc¬ 
tion and by reasons tor closure; and se¬ 
cond by placing them by the .side of work¬ 
ing units (for which data were tabulated) 
and examining them by major industry 
and stale groups. 

Closure by Year. Table 8 gives statistics 
on the number of closed unhs by year of 
closure after the sta.rt of production. 1.49 
lakh units or one-half of the total of clos¬ 
ed units had closed within five years— 
the percentages lor 1-2 and 3-3 year 
groups being 14 and 36. 

Atout 87,000 units or 29 per cent vvere 
closed within 6-10 years and 63,OCX) or 22 
per cent had closed after 10 years of the 
start of production. 

Reasons for Closure-. About 1.48 lakh 
or one-half of the total units were, closed 
because of finance and marketing pro- 
blem.s, with 35 and 14 per cent respective¬ 
ly. The other piobicms individually af¬ 
fected a far smaller proportion of units— 
up to 6 per cent of the total units. More 
than one reason and other problems 
figured in 36 per cent of the closed units. 

Closure by Industry: At the all¬ 
industries level, closed units formed 52 per 
cent of the working units. The percentage 
was higher in Metal and Electrical Pro¬ 
ducts and Other Manufacturing—39 and 
38 per cent—and lower in Food and Ibx- 
tilcs and Services—45 and 38 per cent. 

Closure by Stale: Closure is more 
preponderant in industrially developed 
states than in other states. The total 
number of closed units in the seven in¬ 
dustrially advanced slates as a percentile 
of the total number of working units was 
54 agaiast the corresponding percentage 
of 50 in other states—the pen«ntages in 
the four (early) and three (jater) in¬ 
dustrialiy developed states beiiig SS and 
33. 

Statcwise, the percentage of closed units 
to working units was the highest in 
Haryana, followed by 3Mes{ Bengal with 
90 and SO per cent respeaively. It was the 
lowest in Karnataka and Maharashtra 
with 36 and 37 per cent. Ihmil Nadu, Pun¬ 
jab and Gujarat were in the middle with 
43, 48 and 53 per cent. 


Table 10: CiosEo and Working Units bv Maior Industry Groups, 1987-88 


Croup 

Number of Closed Number of Working 

(2) As a 


Units (’000) 

Units (’000) (for 

Percentage of (3) 



which Ltau 




Thbulalcd) 


(I) 

(2) 

(3) 

(4) 

1 Food and Ibitiles 

63.4 

142.4 

45 

2 Metal and Electrical 

84.7 

145.2 

59 

3 Other Manufacturing 

119.4 

204.5 

58 

4 Services 

33.8 

90.2 

38 

All 

301.4 

582.4 

52 


Notes: (I) Figures may not add up due to rounding. 

(2) iw the two-digit industries, covered in the four groups, see note 2, Ihble 5. 
Soutve: Cited under Ihble I, p T-I5S, Ihble 36 and Ihble 5 of this paper. 
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V 

Reftcrved Itemit 

A major policy measure for promotion 
of small industries has been the reserva¬ 
tion of a number of specified items for 
exclusive production in the small-scale sec¬ 
tor. The reservation policy was initiated 
in 1967 with 47 items in the litt. Since 
then, the list has been expanded, and as 
on March 31.1988,846 items were reserv¬ 
ed for exclusive manufacture in the small- 


scale sector. 

Since reservation U an additional, 
powerful incentive protecting the small in¬ 
dustrial units pr^ucing the reserved 
items, the performance of the units p:-- 
ducing reserved items may be expected to 
be better than the performance of other 
units. Has it really happened? 

Some of the statistics presented in the 
second census may throw some light on 
this question. Ikble 12 pves statistics on 
capacity utilisation in 1987-88 and pro¬ 


duction changes between 1987-88 and 
1985-86 for reserved and unreserved items. 
As regards the niuiibei of units given in 
this table, it may be clarified (hat a unit 
producing items that bclortg to two or 
more industry groups has been counted 
m each industry group separately. Similar¬ 
ly, if the unit produced reserved as well 
as unreserved items in an industry group, 
it has been counted (wice in that group, 
under reserved as well as unreserved 
categories separately. In view of this, while 
we have given statistics on the number cf 
units in the table, we restrict our com¬ 
ments to capacity utilisation and psoduc- 
tion changes. 

In the context of our of 

better performance for lescrveJ items 
relative to unreserved irenis, one may 
expect, in terms of Hkble 12, capacity 
utilisation higher and pioduclion increase 
more for reserved items than for imrcseiv- 
ed items. 

However, one finds that capacity 
utilisation in 1987-88 and prtxtuction 
increase between 1985-86 and 1987'88 
were each lower for reserved than for un¬ 
reserved items at the aggregate level. 
Capacity utilisation was 48 per cent for 
reserved items and 50 per cent for un¬ 
reserved items; and pioduttion increas;; 
was 34 per cent in the former rnd 40 pc.* 
cent in the latter. 

Of the 15 industries, tapacity ntilbntron 
in 1987- 88 was lower in eight uri!i IJgher 
in seven industries in rescrv«.d items than 
in unreserved items. Sintiteriy, p’-ivi-.tction 
increase between I98S and i987-SS was 

'.tit.';.' K'.ii 


Table II: Numbck of Uniis Cuxed Relative to the Woeking Units ay States. 1987-88 


Number ('000) _ (2) As Percentage 

Stale Closed irking of (3) 

0) (2) (3) (4) 


(A) Industrially Developed 

Siaia (Early) 

91.3 

167.5 

55 

i Oqjant 

19.0 

34.5 

55 

2 MBharashira 

10.9 

29.9 

37 

3 Ihmil Nadu 

24.8 

57.2 

43 

4 9Wit Bengal 

36.6 

46.0 

80 

(B) Industrially Developed 

Slates (Late) 

37.3 

109.2 

53 

5 Haryana 

21.0 

23.4 

90 

6 Karnataka 

14.6 

40.5 

36 

7 Punjab 

21.7 

43.3 

48 

(C) A -F B 

148.6 

276.7 

54 

(D) Other States/Union 

Tbriiorics 

152.7 

305.7 

30 

(E) All India (CFD) 

301.4 

582.4 

52 


SottT. (i) Figures may not add up due to rounding. 

(2) As per criterion mentioned in Section il and as clarined in note 4. the Union Ter¬ 
ritory of Delhi is industrially developed, but in view of our focus on states, in ibis 
table alscL as in Ikble 6, Delhi has bem clubbed in other states. The number of closed 
units in Delhi was 5.020 which. 30 per cent of working units for which data are 
tabulated. 

Source: Cited under Tkble I, p 20, Ihble 5.1. 

Tabi e 12: Capacity Utii isation (1987-88) and Prooultkin Change (in 1987-88 over I98.< S6) bv Ki sekviu 


_ Capacity Utilisation 1987-88 __ Pcrc!'ii;-.i»<' l<ic.ca.c in 

Reserved Items__Unreserved licnts_ 


0) 

Number of 
Items 

(2) 

Production as 
Per Cent of 
Capacity 
(3) 

Number of 
Items 

(4) 

Production as 
Per Cent of 
Capacity 

<s.» 

Reserved hems 

(6) 

Up reserved 

</> 

1 Food products 

17 (34218) 

43 

387 (107,859) 

51 

4t (.iS.9i3) 

<114,61)7/ 

2 Beverage, tobacco, etc 

1 (40) 

74 

54 (4,269) 

60 

4.1 '40) 

14 (4,289) 

3 Hosiery and readymade garments 

31 (26.242) 

68 

148 (5.978) 

71 

Ji ih.iM) 

52 (16,615) 

4 Wood products 

14 (38,592) 

43 

153 (20.746) 

50 

14 (4.1.52.!) 

30 (24.«ir) 

3 Parer pioducts and printing 

30 (5.216) 

58 

178 (24,376) 

62 

36 15.378:. 

3V (.t2,494) 

6 Leather products 

17 (16,135) 

SB 

102 (10.931) 

70 

70 (i0,407) 

116 «li,176i 

7 Rubber and plastic products 

99 (10,833) 

60 

313 (14,712) 

52 

Hb (U,C!42) 

44 (S7.89V) 

8 Chemicals and chemical pioducts 

166 (12,206) 

62 

1,352 (20,354) 

50 

64 tl2,26S) 

5i (211.9.10) 

9 Mon-inetaliic products 

39 (5,301) 

57 

382 (31,205) 

48 

4« (5,345) 

!2 r):,323) 

to Ba>ic metal industries 

14 (468) 

57 

624 (17,163) 

42 

100 (512; 

38 !!b,530) 

II .Meiul products 

131 (44,048) 

32 

493 (38.542) 

51 

42 (46.855) 

5V '43.612, 

)2 Niachinevy and pans 

5.5 (2,013) 

66 

829 (21.636) 

62 

34 (2.159) 

42 i49,30.i,‘ 

13 Electrical niachmcry and pans 

59 (2,137) 

41 

420 (12,987) 

43 

36 (2.229) 

49 (i<l,!57> 

!4 Transport cquipmen* and pans 

102 (2,843) 

60 

328 (10,931) 

59 

44 (3.096) 

(11,759) 

15 Miscellaneous mfg ind 

68 (2,043) 

30 

367 (7.61/) 

64 

- 34 (2.089) 

69 (8.9.31) 

All industries 

843 (2,02,377) 

48 

6,130 (3.49,306) 

50 

34 (2.15.572) 

(1.20.749) 


Noto; (i) Figiin i ii> biacke«s give the number of units to which the statistics relate. In view of di erenccs in co'/erage these fiB'trcs do not tally 
wiir. o’.iicr tiKurcs of this table. 

(2) .As .hi. idea was to compare reserved and unreserved items, the sutistics on uiiieseivcd ms where those -verr no coircspoiidiitK reicrv 
fd iitiii.. havr not been given in this mbit In view of this, the totals of unreserved iuins given here do not include these .rtaiisiics. 
Thus, these totals do not tally with the totals given in the source, which include the statistics we have excluded hcic. 

|3) Sc.saratc Tigutcs for the number of items for production inerrose arc not available in the source. 

Source. C.’'led ui,dr>- TaliSe 1, o T 71, Table 37 and P T 72-73. Table 38. 
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lower in 10 and higher in five industries 
in leserwd items thiin in unieserved items. 
In foot, of these 10 industries, in two^ 
namely Wood Pioducts and Misoellaneous 
Manufacturing Industries, prodiKtion 
declined absolutely between 1983-86 and 
1987*88, whereas such a decline was 
recorded in only one of the other five in¬ 
dustries, namely Non-Metallic Material 
Ptoducts. 

Thus, at the aggregate level and in a 
majority of industries, the performance 
in reserved items was poor relative to 
unreserved items. 

VI 

Explanations and Implicstions 

Finally, how do we account for these 
findings, and what ate their implications? 
An attempt is made here to ansvrer these 
questions with reference to some of the 
more significant conclusions. 

(1) Productivity. Both capital and 
bbour productivities increased over the 
per iod. These increases were coupled with 
increase in capital-intensity. The latter 
seems to be an important causal factor of 
the former. It needs to be noted here that 
increase in labour productivity has not 
only been more than that in capital pro¬ 
ductivity. but also more than that in 
capital-intensity. 

Tile primary objective set for the 
modern small industry in the new small 
enterprise policy of August 1991 (NSEP) 
is to promote efficiency-based growth.’ 
Fne folI(»v-up measures may. therefore, be 
eapccted to improve upon the rates of 
gicnvth of capital and labour produc¬ 
tivities, and capital-inten.sity over those 
seen betueen 1972 and 1987-88. 

(2) Employ men t. Growth of investment 
in fixed assets and growth of production 
have both been high relative to growth of 
employment between 1972 and 1987-88. 
This conclusion, seen in the content of 
what we have S8<d above on productivity, 
suggests that as a purveyor of employ¬ 
ment. modern small industry will play 
only a modes* role in future. 

‘3) Structural Changes, (a) By Industry— 
i^bod and Icxtiles and Services groups in¬ 
creased their shares, and Metal and Elec¬ 
trical Products group lost its share in the 
respective totals in the number of units, 
employment, investment in fixed assets 
and production between 1972 and 


1987-88. Krhaps, econaimies of scale are 
not that substantial in die fint two groups 
leiative to the third groups 

The NSEP seems to envisagt less state 
assistance for this sector, especiaily in 
manuGicturing, than in the past/ Alsc\ the 
inclusion of Services for assistance 
under the NSEP adds a new sector for 
assistance. These two developments, 
together with the point on economies of 
scale made in the above para, suggest that 
the trend of tnerease in the shares of Food 
and Ifattiles and Services groups and of 
decline in the share of Metal and Elec¬ 
trical Producu may continue in future. 

(b) By Stale. The relative decline of 
mt^ern small industry in the seven in¬ 
dustrially developed slates and increase in 
other states (ea^ as a group), as also a 
similar decline in Mahar^tra, West 
Bengal and Punjab coupled with no¬ 
change or mar^nal change in the shares 
of Gujarat, Dunil Nadu and Haryana (ax 
of the seven industrially develop^ states) 
testify to the regional decentralisation of 
small industry. Diseconomies of ag¬ 
glomeration, especially in metropolitan 
and large cities and industrial areas of 
industrially developed states, together 
with increased attraction of areas in other 
states and government ptdkies on r^ional 
decentralisation may account for this 
change between 1972 and 1987-88. One 
may expect thb trend to continue in 
future. 

(c) By Site. A sharp decline in the share 
of the small and the medium sizes with 
a similar increase in the shm of the large 
size may be due to uneconomic sizes of 
and poor capacity utilisation in the former 
two groups relative to the latter. In view 
of the emphasis o:* modernisation, tech¬ 
nological upgradation and quality 
improvement—all of which go better with 
capital-intensity and large-size—in the 
NSEP, the small and the medium sizes of 
this sector stand to lose even more in 
future. 

(4) Closure: The statistics on closure 
presented here show an alarming picture. 
The numbers are large as such as also in 
the context of working units. Nearly half 
of this large numi>er of closed units (over 
3 lakh) are found closed within five years 
after start of production. Other inforEoa- 
tion on existing sick and weak units and 
their capacity utilisation therrin (not given 
in this paper), add to the gloom. Hrrbaps 


a slower, more dtscrunmaiing state policy 
for promotion of small iodust/y, cspedal 
ly in regard to the new units and sick and 
weak units, would oe better for the long- 
run viability and health of this sector, riu; 
silence of the NSEP on the question of 
closure and sickiie.ss is striking 

(5) Re.Krvatioa: One is also dis^ 
pointed at the silence of the NSEP on the 
measure of reservation. Since rcservaiiou 
is an additional powerful incenliv'e pro¬ 
tecting small industrial units iu reserved 
items from the rnori; favourably placed 
large industrial finits, cateiing to the .same 
markets, one may expect <?ieir perior- 
mance to be bctic. itisn th&t of other 
small-scale units. 

However, our stati.rics atiggcu the op¬ 
posite conduaon. This is perhaps because 
of the possibility that as the area of 
reserved items becomes uioie a;t<»aive— 
thanks to this addiiional, p-swerful 
incentive—it also altracis tticic pixsiu.'ers 
than other areas of small inditslry. Fresh 
entrepreneurs may ptefcv prii.-jBcmg 
reserved to unreserved kemi>, and old 
hands producing uiire.tcrv£d iien}.s may 
enter the reserved area. This p>>ssiUitil> 
makes for poor perfoirriHncc of r.vois in 
reserved items relative to unrescrve-i iicms. 
And thanks to reservation, pKidticrrs in 
the reserved items may continue pr-riduc- 
ing for long in the hope that their chances 
of survival and growth ate better there 
than in unreserved items, sc -hat the con¬ 
dition of poorer pcrfci'n'iatr.e in the 
former continues to obtaci lor;g:r tb.m in 
the latter items. 
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2 Devclopmeiii Ccinri’.i-isi'vit’., V-uail-Scaie 
Industkics, Ministry nl Ind-otry, G-ivcrament 
of India, New lielhi. RepO‘’t o.t Census oj 
Srtiatl-Sccii- h:J!:\triii- Units. Vuls ! and il, 
Jaivjsry ;9V;. 

s CievernmentEndue i iaikningCocmuission, 
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mitle: Report). 

4 On that entstioo. the Etaiun ternuwy of Odhi 

Is indu<trial!y de'-eopod jitut sin.'e wc are 
foevsiuEv on sutic.s I>clhi lEa.<i been put in 
other ssatc'i. Dctki showed a -derliiic ir. ihTee 
Items and ati iiicr-jase as will 

be seen from Table A. 
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Taw l a 


(972 

1987 


Number of 
Units ('000) 
(I) 


5.1 (4) 
10.0 ( 2 ) 


F.tnploynieni 
Number (lakh) 
( 2 ) 


b.-E (4i 
1.22 ;3) 


l-ixed Assets 
(RsCronr) 

5? iS) 
4')l (4) 


Production 
(Rs Cn:>ivj 
(4) 

137 (S) 
25.M (6) 


Note. F'igutcs in brackets arc percentages to the respective alMiidia total. 
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Our Trade Unions: An Overview 

N R Sheth 

IVe are in the midst of a significant metamorphosis in trade unionism. While conventionally trade unions are 
supposed to combine workers against employers, the employers have begun to see methods of participative manage¬ 
ment as a means to combine with workers against unions. On the other hand, the new economic crisis tends 
to combine employers and unions against workers. Conflict and co-operation run in a perplexing crisis, following 
the dialectic inherent in marriages of convenience. 


MY aim in this paper is primarily to ex¬ 
amine some major issues relating to the 
health and effectiveness of our trade 
unions in the light of the growing popular 
scepticism about their utility and nrlevance 
in the changing socio-economic environ¬ 
ment. 1 hope the information and opinions 
presented in the following text will induce 
further reflections towards a more produc¬ 
tive synergy between trade unionism as a 
going concern and the widei social reality 
within which it survives and functions. No 
originality of facts or analysis is intended 
here. 1 wish to offer some salient obser¬ 
vations and views on the emerging trade 
union scenario in India in the spirit of a 
friendly crititiue. 

Nyw PK'M liSSIONAL Vll'W 

The popular puzzle about the value of 
trade unions as mentioned above arises 
from many sources. Let us begin with one 
which is closely linked with the business 
and managerial elite who play a crucial 
role in making trade unions what they are. 
The evergrowing professionaiisation of 
management in almost all sectors of the 
economy has exposed businessmen and 
managers to the current trends in the 
philosophy and strategy of management 
of people. The human problems of 
modern industry have influenced the 
mind-t of management practitioners as 
well as scholars since the early days of in¬ 
dependence. The research effort of social 
scientists then was dominated by the 
Ihcoreiicu! and prescriptive contributions 
of the human relations school which pos¬ 
ed the psychotogicai. siK-ial and cultural 
needs of people involved in industrial 
work as an important dciernitnant of the 
success and cffcctivenes.> of an enterprise 
The main lesson of these researches for 
management practice was that the satis¬ 
faction of human needs should be treated 
as a crucial input in programmes for rais¬ 
ing industrial productivity and profitabili¬ 
ty. This approach, as we all know, has led 
to a wide variety of interventions in 
management of people, including models 
of motivation, welfare, counselling, com¬ 
munication, job enrichment, humanisa¬ 
tion of work organisation and partici¬ 
pative ir.anagcmeri. The more recent 
thinking and prescriptions on nianage- 
ineni of people are irn’otporaied in the 
body of kiiowtcdge bearing the title 


human resouice development (HRD). 
wKile scholars and practising managers 
may differ on the precise content and 
coverage of the HRD approach, one of its 
more significant attributes lies'in the 
assumption (hat the well-being and 
development of human beings associated 
with an economic enterprise constitute an 
integral part of the health and growth of 
the enterprise. 

These developments in application of 
.social science knowledge to the human 
problems in industry are grounded on an 
important premise. Acceptance of the 
human relations or the HRD approach to 
management of people implies acceptance 
of .some basic human and social values 
which can be best described within the 
framework of values guiding our dream- 
society emtiodied in the Constitution. An 
enterprise exists to contribute both to the 
conventional socio-economic goals of pro¬ 
ductivity and growth as well as to the 
welfare and happiness of the people work¬ 
ing for it. Correspondingly, the technical 
and economic system of the enterprise 
should be managed in the context of the 
fundamental principles of social equality, 
justice, fairness and human dignity as we 
have colicctivelv adopted. 

It seems such a humanistic-develnp- 
inenial approach to management of peo¬ 
ple has been spreading among profes- 
.sionat (nanageis in the wake of thcii 
persistent contact with (he expanding 
literature on the subject served through 
training and development programmes 
and populai media like books and perio¬ 
dicals. This trend has inspired people with 
creative ideas about the new society to 
believe that management should assume 
responsibility for the fulfilment of the 
psychological, economic and social needs 
of employees. With the acceptance of this 
responsibility, trade unions would at best 
become partners with management in 
pursuing the collective goals of employers 
and employees; at worst, they would 
become redundant as they would be 
unable to seise employees’ interests. 

This view is supported by other sources 
of public knowledge, f-irst. some progres¬ 
sive cmploycr.s who are accepted as 
opinion-leadi'.'s in Indian industry hose 
been able to persuade their employees’ 
unions to work in collaboration with them 
TO putsuc cmplovccs’ interests in tandem 


with the interests of the enterpnse: In .such 
cases, the maiiagemcm’s efforts in human 
resource development imply active in¬ 
volvement of trade unions, in this pers¬ 
pective, trade unions would seem to lo.se 
their primary conventional role as protest 
groups to protect and promote workers' 
interests. Some observers and practitioners 
believe that sustained co-operation with 
management may gradually make unions 
irrelevant in fuifllling their main social 
responsibility. 

Concurrently, the performance of trade 
unions in terms of their conventional pro¬ 
test function as perceived by workers and 
general observers has deteriorated in 
course of time. During the last few years, 
several academic and journalistic reports' 
on trade unions have highlighted failures 
of union leaders to understand the chang¬ 
ing needs of workers and sustain their 
loyalty, resulting in decline of their 
countervailing force. A lot of concern has 
also been expressed regarding the.use of 
union power to serve the vested interests 
of chosen individuals and groups. L^nion 
leadership is equated with faction fights, 
gang wars, corruption, opportunism and 
undemocratic practices which union 
leaders often attribute to managers and 
businessmen. Collusion between union 
leaders on the one hand and government 
or employers on the other is believed to 
be growing. Trade unionism in public opi¬ 
nion invokes a negative picture ridden 
with tniliiancv, politic’’! and social rival¬ 
ries. absence of commitment to work, ir¬ 
responsible behaviour and unreasonable 
demands on employers. Trade unions are 
taken to ta.sk foi (heir indifference to 
public imeiest and welfare In conse¬ 
quence of these impressions, trade unions 
have tiegun lo suffer from a lack of 
credibility in (he public eye. As a union 
leader spontaneously bemoaned in a re¬ 
cent informal gathering. "I hesitate to go 
to my mother and tell her that I am a trade 
unionist”. Trade unions have become easy 
targets for anger, ridicule or plain hatred. 

senior academic administrator express¬ 
ed his frustration about the deteriorating 
quality of teaching in universities simply 
by exclaiming: ’'teachers have become, 
well, a univin”! Dramatic examples of this 
emeiging opinion an* found in journalistic 
catch-phrases such as ‘the shrinking 
ptfwer of unions” anj ’the militant 
emplovcr”.- 
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GixwAi. Scenario 

T'lui Ic: UH iini gel over-concerned with 
these negative viev-s and pessimistic pre¬ 
dictions. Agencies .such .as trade unions 
suffer from a congeniiaJ s^rcial handicap 
.'!$ their ptiiiasy ftincison involves a 
challcage to esiahlished authority and 
power ^.rising from contrt>( -over resources. 
rrcMcsi is eulnira.'iy associated with loss, 
dam'tge, uiic.lcniafirncss, discomfort, 
desimctiorf c'c. Hence, trade unions 
evoke a copidar image t>5 iiriptopriefy and 
irrcspo^isihiltiy. in fad, popn'ar scep- 
fiosrtt ahuu! the nsefuloess and relevance 
of cTiio.'.'S is no! £ unique Indian pheno- 
mcnosi. Sin'i!':? .JO’.ibfs ha^e been raised 
in many r.fbei countries along with 
tiorif'-abSe shtjokage in anion pov/er. A 
quick Sill vey of pobiished irtciature on the 
sisbjei't IV. Atnei ica and F.urope 

irdic'i?'.' .A prof-<esviye decline in union 
n»erihc:;?;ip an.' popularity in several 
coiinir' "- :!i the .egicn. !r< the US, this 
ti.i’i beei' wwite sharp during the 
post-wai period, "icm about one-third in 
il'.e !950s to sbovt 17 pei cem in 1987 
(Reshef I990|. fhis deciine is attributed 
to several fact'jrs such as a mpid .shrinkage 
of v'otkfon.'e in manufaciuriiig and cor 
respoi'idiog ns; in the set vice sector, 
satiirattcf: oi t\«»otr.tc need.? among 
wotrrer.'i and iJie IcT.batgy of union leader¬ 
ship in responding to ihdr new needs. 

lir- a.itaif; and cither we>t European 
cuuntiiei, the -itMp in union membership 
i.>i rciaicd io their gt owing econoniic crisis 
and coMiarqijint nse in mtemployment. 
Brit.n.c. ‘lar been a major victim of econo¬ 
mic dow ural; .since the 1960s.’ The early 
wa:i>.iijg.v led to dramatic reforms in the 
I9"0s wiUi a i :og.res.sire (ightening of con- 
tic! b) ttif 'ttweever the unions. Unions 
were wittjwned b> the combined force of 
uiienioijynie-.i! r.iui the employers who 
were poshed to the wail with stilf com- 
petiiio.'! -uii pooi i.ierfo.nnuticc. This cven- 
tu.'liy ;;U to tivi enii of the Keynesian 
tvei stoic atu! the ciiiergence of a pro 
ces.-; U«:signaie.<J as orporaiism which iu- 
■iki-cted tiiiions into a tripartite system of 
;oiiMi':.'tisv (lecisiun-making with govem- 
n.iU!: .>.<(.5 -rmploycfs Such consultative 
iiias'S'ge.T'cnt ol industrial relations in- 
eviiabiv led utiions >o agree to propo.'.ais 
for 'n't: f.ions on wagt demands and 
work iir'rjjv.gcs as well as for raising pro- 
ducti'-ity if ■.fugii '!«l>oiif-sav;ng techno- 
logy. If oi v.e!!-orchestrated inten- 
titj.'is 1 ' 1 T',:; tut .xnnoniy, government 
..ouid iiot i:.ffnu!:uf s viable iuco.mes 
f. S y.'fsi S'- c(-.*t.s!s Jr rekiped the prin- 
npl? I'! social ■.f.uiric n. the field of 
laboui tej.ilioos Viicrcb ■ emi'l jyers and 
i.»io.!r' wr.;!id T -p' . -i'.; litncui to 
hoiM'u lies? 'li-o-M .sct*!.; i. "M-; ■.■!■. a long- 
.'vSjii .i-.iv.tver in- 

Vi'. i >-• ■di-i-i'*- ,• I's l-i a dci'cu- 
■.ivr- pf.H'i; .i s i;n- , ■,<. iO|::f 
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resulted in growing alienation between 
union leaders whose power and influence 
were diminishing and their members who 
had learnt to treat union membership as 
a ‘meal ticket’ ito meet their urgent needs 
of job security and a better deal from 
employers. The decline of membership is 
a function of rising mistrust among 
wot kers for their leaders who are increas¬ 
ingly unable to satisfy their urgent needs 
in the areas of job security and the right 
to protest or agitate for a better deal. This 
leads to a serious dilemma for union 
le.idership. If they support workers, they 
would be damned fay employers and 
government as socially irresponsible. If 
they support government and employers, 
they would let the unions be damned by 
alienation of their members. This dilem- 
.nia has lately been managed by increasing 
submission to the needs of employers in 
view of the critical economic situation in 
the country. Similarly, unions in Scandi¬ 
navian countries have made a formal 
agreement with employers to concede an 
exclusive right to management to manage 
their enterprises. This is a significant 
evidence of shrinkage of union power. 

Ironically, while unions in the western 
capitalist societies have been losing their 
independence and power vis-a-vis 
employers and government, the unions in 
several countries of eastern Euiope have 
successfully pressured their governments 
to grant them independence lo become a 
separate socio-political force in 
employees’ interests [Gill 1990, Yansev 
I9Sb, Dadong 1988]. Trade unions in 
Russia. Bulgaria, Hungary and Czechos¬ 
lovakia have begun to assert freedom from 
central political systems and move towards 
freedom of expression and collective 
bargaining. 

Trade unions undoubtedly aware not 
alone in facing questions about their value 
and relevance in a changing society. All 
institutions encounter such questions at 
some .stage or other. However, like human 
beings, institutions are lucky in varying 
degrees. Those which contain human 
interactions more internally and pose less 
immediate threat to people in power or to 
the public at large (e g, educational in¬ 
stitutions) can continue comfortably in 
spite of questions about their value and 
relevance. I'hose, like unions, which carry 
aggre.ssiveness and militancy as a part of 
their mandate are more vulnerable to 
public criticism. 

I.fKiic OF Trade Unionism 

I believe it will be useful to preface my 
attempt to scan the reality of Indian trade 
unionism by a brief statement of the basic 
premises on which trade unionism should 
stand in a society like India. The primary 
fuMCtioii of trade unions from employees' 
poini of view is to protest and fight 
.'{gainst the violation of (heir legal rights 


and the current norms of fairness, equali¬ 
ty and social justice. Unions are also ex¬ 
pected to strive continually for a better 
deal for employees in respect of monetary 
rewards, working conditions and control 
over the work situation. The protection of 
employees’ rights and promotion of their 
interests need to be organised within (he 
norms of civic and oiganisational respon¬ 
sibility. The product of protest should 
normally emerge in the form of agreed 
rules, procedures and practices to guide 
the conduct of employment relations in 
Biture. The involvement of trade unions 
in the affairs of the larger community and 
in social and economic policy at various 
levels is an extension of their primary 
responsibility regarding the rights and in¬ 
terests of employees. 

Let me underscore the elementary prin¬ 
ciple of democratic logic that trade unions 
are essentially de.signed to supply a 
countervailing force on behalf of employ 
ees in the conduct of employment rela¬ 
tions. I am sure we need such a counter¬ 
vailing force uniformly fur all categories 
of employees involved in employment 
relations. It is indeed a pity that we have 
not so far been able to develop a system 
of mandatory and easily available trade 
union support for employees in all rectors 
of our economy. As long as trade unio¬ 
nism is voluntary, it is the shared respon- 
.sibility of the .society and (he state m en¬ 
sure availability of effective trade unions 
to provide the much- needed countervail¬ 
ing power to employees. 

Current Rt-.At.irv 

Against this background, the reality of 
trade unionism is extremely depressing. 
The vast majority of workers in agricul¬ 
ture and unorganised industry arc without 
the support of union power. In organised 
industry, less than i>nc-third of employees 
are unionised. Those who arc noi sup¬ 
ported by unions would have to depend 
on the social conscience of emplovers or 
support by the state or voluntary social 
service agencies. Insofar as trade unions 
signify pursuit and promotion of human 
value.s, our effort in this direction is 
woefully partial and inadequate. 

In those sectors where trade unions 
significantly represent employee!' interests, 
they have contributed to improvement in 
workers' incomes, working and living con¬ 
ditions and various other aspects of 
employment relations including the 
behaviour and attitudes of management. 
Moreover, trade union federations func¬ 
tioning at the national, regional or in¬ 
dustry levels have cumulatively played a 
major role in periodical improvements in 
the social and economic conditions of the 
working classes by influencing govern¬ 
ment, employers and the public at large 
through the multitude of tripartite agen¬ 
cies and political action on specific issues. 
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We may greatly differ in our assessment 
oi-.the net worth of trade unions in India, 
but I am sure there cannot be any dif¬ 
ference on the conclusion that our pro- 
blcibs of social injustice aiid inequality 
would have I'een much worse than they 
aiv If trade unions did not exist. Of course, 
in such an eventuality, some of us would 
have been happier, mightier and more 
ii responsible. 

Unfortunately, the dominant characleri- 
sties of our iradc union movement include 
fiiigmciiiaiion, disunity, internecine wars, 
rivalries and scramble for leadership 
within iiniuns and dependence on political 
patrouaHC for a.;hicvemcnt of short-term 
goals for s(H*f_ific segments oi faction.s of 
ernployecs. ‘ M (lie national level, unions 
•..•(iml’inc and split in lertrs of their ideo- 
lotocal baggage and also in relation to 
(hi'ii socio political attiiudc iow.irds the 
III power at a given lime. 
i'taguicriU.tioii -imong unions and crtiplo- 
vccs i' 'x^vnialiv a product of their genesis 
aiid in close connectiun with 

po'ii-cal p-arti('s M.tny unions were 
..iiigiiidlv v.iinsiiuiierl to represent the 
ounici v.i.liug (VO''-";! of employees in 
•,ri''tifi' -ituaiions, but most were con- 
vvf:t! iiiio af'Vnates of one or another 
paivy it 'l>t w,'i!:e of the inde{jendcnce 
iiiiuc rhis ,)ioct-Si of (ragmc-nlation 

. roflscts iitnoirg unions is aggravated 
i'v tile r.-iiUi-spleniioureii division of the 
•.''.cic!y oc (In. lines of caste, language, 
'v.ooo ano religion. Hence the unions 
pci'.iVvCio’'.- cl •vorkets’ iniesesis progres- 
■■:s iy i'cc .i.iiYovv and distorted with 
.1 oi ls for stn .il scgnients. 

'■'a(;!r: .; t'liiLO of unions i.s also sup- 

ler* by • i .‘."iiissivc law allowing legal 
viatis io uriion.s wiiit insignificant 
■r.i'j.':!i.T'->i.i‘ a.iJ absence of a viable 
fo; i'seniitiiviioi'. of a tepresen- 
'.t.i’V' union in :rii)iti-uiiion situations. 

I (..opholcs in labour hyw are well 
>;i!iy-.vn .iiid many aitempts have been 
■iiaO.- since i'M 7 to modify (he law in the 
.liieii'i o! siiong and effective trade 
ini.misn,. V..iiiail;. every new government 
.n (lie pasi *ia.t gone iho.’Ugh the ritual of 
I'b-.niiiiig !o> changt; in labour law for 
.ni.irc cfteciise and disciplined industrial 
icladoi'.s. Theco have als,. been csvmpre- 
liciisive reviews o( labour rciaiions during 
ft 9 anti 1978-79 leading lo popular 
e\iiet(a!ion.s ot a rnajtir turnaround. I 
tirui it amusing that esvry periodical 
•xcici'e by govcrnmctii to amend the law 
lor (his purpose inspiscs eisiploycrs, pro- 
lessirfM,,| tnariagers, tvatie union leaders 
•w-d aeadeniisians to engage in furious 
debates on the rrnplicatfoiis of the propos¬ 
'd attiendineuis. Ldluiialely. on each tKca- 
•.ii'-ii, the intellectual ctmifoversics arc con- 
-.igD-co to the .trctiivcs oi stKtal memory 
as go'CiDimiit abatidoii.s the effort to 
■rnrsot ilie Icgr.l lei'ortn. 

It is ;|iiiie easy lo ti.'v.leisi;,i)d why wv 
la'.i. been i-; iulgioj'. -ii vncii fruillcss 


rituals for over four decades in spite of 
successive failures. Everyone knows that 
legally approved fragmentation among 
unions leads to serious overall disability 
of the trade union movement in achieving 
its primary objective. It is equally welt 
known that disunity among unions results 
in power-oriented conflicts among union 
leaders which, in turn,‘generates indisci¬ 
pline and losses in productivity. In the 
consequence, the industrial relations 
climate is progressively vitiated with in¬ 
creasing dissatisfaction and mutual suspi¬ 
cions or hatred among the main actors. 
When these problems reach a critical stage 
as a result of popular reactiems, the politi¬ 
cians in power find it expedient to initiate 
action for changing the law. For instance, 
changes in existing legislation to minimise 
inter-union rivalry make collective bar¬ 
gaining more viable and reduce govern¬ 
ment interference in industrial relations 
were planned by government in 1972,1978 
and 1988. In each case, draft proposals 
were formulated and circulate to the 
concerned parties for discussion and 
guidance. Public response invariably in¬ 
cluded conflicting opinions and sugges¬ 
tions from unions and employers. Finally, 
expediency drove government into shelv¬ 
ing action for change. 

Fottct-soi Disunity 

The disunity among the major union 
federations at the national level is a pro¬ 
duct of their respective political loyalties 
and convenience. Some unions have con¬ 
sistently opposed the most democratic 
method of secret ballot for choice of a 
representative union for fear of losing 
their dominance. Divergent political ideo¬ 
logies have also played an important role 
in reinforcing or extending inter-union 
rivalries and coiiHicts. There are, of 
course, many cases in the post-indepen¬ 
dence trade union history where union 
leaders have crossed ideological and 
political boundaries for different reasons. 
However, the major ideological orienta¬ 
tions such as Gandhism, socialism, Marx¬ 
ism and communalism continue to divide 
trade unions at the national level. Each 
idcdlogy produces its own utopia and 
union leaders assume an obligation to lead 
their unions in search of iheir respective 
utopias. This search .serves to cement the 
walls of non-cooperation and antagonism 
among unions. 

We should also consider another crucial 
aspect of this phenomenon. The fragmen¬ 
tation and disunity underlying the trade 
union system has provided endless oppor¬ 
tunities to politicians and their parties to 
support or oppose unions according to 
their political convenience and hence 
make chosen unions dependent on their 
tHililical mentors. This dependence i.s rein¬ 
forced by (he supcrimpo.sing role assigned 
(o government bv law m niatier.s of iii- 


dustrial disputes. The government’s com¬ 
petence to intervetie in industrial disputes 
at any stage at its discretion has teh the 
field wide open for politicians in power 
to support, cajole, coerce or exploit any 
group of employers or trade unions accor¬ 
ding to their political convenience. Unions 
associated with ruling parties at a given 
time acquire special countervailing power 
which can be used against employers, rival 
unions or one's own membership accord¬ 
ing to political need or compulsion. Our 
history of industrial relations is full of 
events of misuse or abuse of political 
power in this regard, in states like Tamil 
Nadu governments and (heir associate 
unions have often coerced employers into 
submission to their dictates with total 
disregard for law, discipline productivity 
or even workers' interests.'' Marxist 
unions in West Bengal have been helping 
employers against workers' interests to 
enable their patron-politicians to show a 
good record of economic and industrial 
performance jRamaswamy 1988, 
Anonymous 1989). In the banking Indus 
try, the statutory provision for employees' 
participation in management at the 
highest level has been frequently used by 
the government in power to control trade 
union response to bank, management by 
appointment of members of 'favourable' 
unions on the boards of directors. Against 
this bdekgro'und, people in power can 
easily reckon that any change in law to 
reduce the evil effects of fragmentation 
among unions would imply reduction in 
their own leverage to exploit trade union 
power for political ends. This is an impor¬ 
tant hidden agenda contributing :o our 
collective inability to change labour law 
for a socially relevant and effective system 
of industrial relations. 

NL-W OlNVlRIS 

While this legal-polkici:! hurdle in the 
growth of healthy trade union systems 
continues, the gospel of trade unioni.sm 
is .spreading fast to be embraced by almost 
every category ot people qualifying lor the 
title of employees. In the early years trade 
unions were regarded a* ilic ."xelusive 
prc.servc of blue-collar workers. A.s white- 
collar employees began to experience the 
impact ol rising prices and stagnant 
incomes in the wake of the second world 
war and independence, they also witness¬ 
ed the economic gains achieved by blue- 
coilai w’Oikcrs by means of trade union 
action. .Along with this, the white-collar 
began to lose their identification with 
management a.s work organisations giew 
mure complex and large in .size. Hence the 
traditional inhibitions about joining 
unions .started melting. The same ex 
pericncc then attracted .supcrvisoiy, 
technical and managerial pcisunnet whe' 
realised the need for collective action to 
fight for socio-ecoiioniic bcncfiis and also 
to oiisuic piotectioii against pressures 
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from employers or from other sections of 
fellow-employees (Ramaswamy 1985, 
Bajpai 1984, Sreenivasan I989j. In the 
banking industry, for instance, one most 
consequential factor compelling senior of- 
Hcers to unionise was the collusion bet¬ 
ween top management and workers’ 
unions which eroded the authority and 
credibility of middle management person¬ 
nel [Kanhere 1987], Collective action with 
the help of unions and associations for 
protection of rights and pursuit of new in¬ 
terests has now spread to cover profes¬ 
sionals like teachers, medical personnel, 
bureaucrats, technocrats, writers and 
artists. Indeed, we should note that it 
is not entirely uncommon for people 
who would qualify to be labelled as 
employers—like chairmen of companies 
and corporations—to discreetly indulge in 
collective action for enhancement of their 
employment inter«ts. Work stoppages 
and other forms of coercive action spon- 
.sored by unions are becoming increasingty 
regular among medical and para-medical 
professionals, transport personnel, 
teachers and othei elite categories of 
employees. The increasing incidence of 
such behaviour among the higher strata 
of employees has earned them the title 
‘blue-collar officers’. Like Buddhism, 
trade unionisni has spread well outside the 
arena of its birth while the native 
population—the deprived workers—have 
received its grace rather parsimoniously. 

On the face of-it, the spread ol trade 
unionism among higher socio-economic 
categories can be regarded as a healthy 
growth of the trade union spirit. However, 
the concrete behaviour of unionised of¬ 
ficers, managers and professionals docs 
not lead us to such euphoric conclusions. 
I'hese unions are usually managed by an 
oligarchy of internal leaders who acquire 
and retain power over management and 
union members by fair or foul means. 
Union leadership then becomes an instru 
ment to be employed to please, oblige, 
humiliate, coerce or blackmail different 
jreuple according to the need or conve- 
nietice of leaders. In some public sector 
banks, ;.uch unions have acquired con¬ 
siderable control over the function of per¬ 
sonnel nr,anagenient. They can virtually 
dictate ihcir managers’ decisions on 
transfer.',, oromoiions, special benefits, 
employee griirvances, dLscipline; etc. Union 
leaders ol«;n sell peace and co-operation 
with n)anLi>eemeiii b> extracting conces¬ 
sion.* and special favours for themselves 
and their triends on promotions and 
transfers with scant regard '".ir manage¬ 
ment poikics or fur rbe convenience of 
other inembe: • of t'r.e u"....n Influential 
union leaders arc a;-..' stiown to par¬ 
ticipate in the politic-; o! . ; .lurntmcnts oi 
chairmen and senior exfcc'.-vt:- id banks. 

I bavc on a few occasioi:', witnessed the 
worry -ipcciacic i:! uriKTi l,;:uleis humi¬ 
liating to;- level nianagf". m the presence 
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of strangers and the managers responding 
as if they were the hired minions of union 
bosses. This type of power is far removed 
from the countervailing power of unions 
to be employed in pursuit of the basic 
human and social values as I had men¬ 
tioned at the beginning. It is such union 
behaviour which invites the concern that 
unions have become too powerful and ir¬ 
responsible Also, such unions usually 
cover the higher socio-economic strata of 
(he working classes. Hgnce insofar as 
these unions clinch special economic 
benefits and privileges from employers 
through collective action, they contribute 
to the widening of the socio-economic 
gulf between the affluent and the deprived 
sections of employees. A large proportion 
of the deprived sections of workers are still 
denied even the basic assurance about a 
reasonable wage for their labour. Labour 
aristocracy perhaps cannot be eliminated, 
but we should not overlook its role in the 
conleat of trade unionism. An emerging 
dimension of union power is; the higher 
the social status of a group or category 
of workers, the greater its collective power, 
the easier tor it to form an aggressive 
union, the more pressure it can wield on 
other stakeholders and the mure in¬ 
equality it can create within organi.scd 
workforce. 

Leadership and Union Power 

Trade unions are known for their oligar¬ 
chic leadership pattern in spite of correc¬ 
tive conceptual models such as the iron 
law of democracy to balance the well 
known model of the iron law of oligar¬ 
chy. But the nature of oligarchy is not 
uniform in the trade union system. The 
leaders of the earlier blue-collar unions 
were drawn into union leadership in con¬ 
nection with their social and political 
ideologies and hence contained a mis¬ 
sionary approach which implied accep¬ 
tance of the basic human and social ralucs 
which I have spoken of.* These leaders 
had a vested interest in their union posi¬ 
tions and often acted as monitors or con¬ 
trollers of members’ actions. But their 
bel)aviour was still guided by the spirit of 
service, commitment, honesty and integri¬ 
ty. With the expansion of trade unions 
across segments and strata of working 
classes, the missionary leaders have been 
leplaced or supplemented by ideologically 
neutr-'l professional leaders who often 
behave like bureaucrats and businessmen 
pioviding legal and organisational service 
for a fee .' Thus, human relations among 
leaders and members withiaunions arc in¬ 
creasingly becoming commercialised. At 
the same time, unions cannot turn into 
fully commercialised entities as their 
original mandate is to lead collective ac¬ 
tion in pursuit ol social values. This am¬ 
bivalent organi.saiional reality invites 
lumpen elements into/oles of leadership. 
Increasingly, we hear about union leaders 


who do not hesitate to collude with 
managers in acts ef victimisation against 
workers in return for favours for their 
families or friends. These leaders are not 
infrequently guided by lust for power and 
greed and hence easily indulge in corrup¬ 
tion, malpractices and coercion. Such 
forces would naturally encourage com¬ 
mercialisation and lumpenisaiion among 
workers for selfish gains. The union power 
is then vitiated by mutual distrust, 
suspicion and non-cooperation among 
managers, union leaders and workers. 
When such forces join hands, militancy 
in union behaviour cannot be far behind. 
This kind of union power in reality makes 
unions weak in terms of their ability to 
fulfil the basic objective of protection of 
workers’ rights and interests. Ironically, it 
is this weakening power which attracts the 
popular belief that unions have become 
too powerful. 

Changing Worker Profii.e 

This trend is supported by the chang¬ 
ing socio-economic profile of workers. 
Industrial jobs are now progressively 
manned by a relatively young, educated 
and socially mobile labour influenced 
oy the modern consumerist culture 
|Rama.swamy 1988]. increasing propor¬ 
tions of middle and higher socio¬ 
economic strata have been entering in¬ 
dustrial jobs. From management’s point 
of view, these workers would be expected 
to be more willing and capable than their 
predeces-sors to respond positively to 
management's programmes for par¬ 
ticipative management and HRD. This 
would make management and workers 
equally committed to resolving all issues 
of management of people between them 
without the involvement of unions. While 
such an expectation is logically alluring, 
the new generation of workers is perhaps 
getting into more serious tensions and 
conflicts with management as a rnult of 
the growing turmoil *in the economic 
environment in recent years. 

The accelerating turbulence in global 
business and economy and its serious 
economic implicalion.s for Indian 
economy have caused comidex uncertain¬ 
ties for large segments of industry. Many 
enterprises operating in highly competitive 
markets are faced with the choice of 
drastic reduction in the cost of labour or 
closure of busness. In the interest of sur¬ 
vival they feel obliged to adopt labour- 
saving technology, modify work-load 
standards of labour to enhance produc¬ 
tivity and parcel out part of their 
manufacturing responsibility to ancillary 
producers (Jagannathan 1989, Iyer 1989a 
and l9S9b, Ramaswamy 1988]. Ail these 
measures are detrimental to the immediate 
interest of employees who are often 
pushed into accepting higher norms of 
work-loads and partial redundancy or 
retrenchment. The employers are willing 
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workers in view of the savings in labour 
cost accruing from revision of work-loads 
and ancillarisalion of production. They 
receive support in this endeavour from 
union leaders who are probably insensitive 
to the immediate concern of workers 
regarding work-loads and loss of jobs. 
Union leaders expect to make workers 
happy with higher economic rewards 
which are less important to workers com¬ 
pared with their shop-floor problems. The 
leaders’ strategy is to yield to manage¬ 
ment’s need for rationalisation of jobs 
and work-loads in the interest of survival 
of business and, in return, obtain conces¬ 
sions fiom management on economic 
benefits and discipline. Thus, while 
managements and unions strike a col¬ 
laborative bargain for peace, productivity 
and prosperity, the workers and shop- 
floor leaders are alienated from both and 
indulge in militant protest action in pur¬ 
suit of their immediate problems of ris¬ 
ing work-loads and fear of redundancy. 
The union thus loses value for its 
members. We are perhaps in the midst of 
a significant metamorphosis in trade 
unionism. While conventionally, trade 
ursions are supposed to combine workers 
against employers, the employers have 
begun to see methods of participative 
management as a means to combine with 
workers against unions. On the other 
hand, the new economic crisis tends to 
combine employers and unions against 
workers. Conflict and co-operation run in 
a perplexing crisis. They follow the dialec¬ 
tic inherent in marriages of convenience. 

1 must now share with you the open 
secret that the various forces contributing 
to the questions and apprehensions about 
the value of trade unions in the emerging 
scenario of industrial relations as I have 
analysed in the preceding paragraphs do 
nut apply to all unions in our country. 1 
am deeply aware of my extremely limited 
competence to claim knowledge or 
understanding of the complex and hetero¬ 
geneous reality of trade unions. I believe 
there arc many unions and associations 
which approximate closely to ihb fun¬ 
damental logic of unionism in the sense 
of representing employees’ interests and 
pursuing (hem vigorously within the limits 
of social discipline. In fact some unions 
like the Kamani Employees’ Union have 
done exemplary work by initiating and 
managing turnaround of sick units on 
behalf of and in the interest of workers. 
There must be unions ail over the coun¬ 
try where leaders think, plan, speak up 
and act to promote the interests of their 
constituents in an effective manner 
regardless of the political, social, legal or 
economic currents carrying the destruc¬ 
tive povrer as I have argued earlier. Pro¬ 
bably the healthy trade unions constitute 
)he exceptions which prove the general 
'rend of deterioration. 
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EMERtilNG Pin Uhl: 


What prediction can we make from iho 
existing reality of trade unions? In the first 
place, the progressive weakening of trade 
unions’ ability to serve their consiitucnis 
and the society at large should not lead 
us to forecast a doomsday fot trade 
unionism. As long as we live within a 
basic democratic framework, trade unions 
will always remain to provide unavoidable 
countervailing power to wage-earning 
workers against the power of those who 
control wages and other conditions of 
employment. During the emergency 
period of 1975-77, many professional 
managers had begun to nurse a fond hope 
(hat trade unions might fade out under the 
strictly disciplinarian regime which pro¬ 
mised to look after workers’ interests 
through humanistic and participative 
management. It is well known that such 
a dream was beyond realisation even 
during emergency as it would have been 
impossible for any non-union agency to 
assume the role of unions in a meaningful 
maimer. A democratic society without 
trade unions is an unattainable wi$h- 
fulfilmcnt. 

Past experience suggests that the spec¬ 
trum of employment relations including 
trade unions is characteri.sed by tender- 
inindcdness, ambivalence and expedien¬ 
cy. We should therefore etpect yet another 
attempt by government to modify labour 
law for making trade unions more effec¬ 
tive and acceptable in the larger com¬ 
munity. In fact, the government has 
recently announced its intention to in¬ 
troduce comprehensive legislation on 
reform in labour laws. Meanwhile, the 
political and personal games to exploit 
trade unions for selfish and functional 
gains will continue. Concurrently, the 
enlightened management efforts to 
strengthen HRD and participative 
management for direct dealings with 
workers and the workers' alienation from 
union leadership under economic crisis 
will also continue 

The most crucial part of the emerging 
trade union scene is the widening gulf bet¬ 
ween union leaders and workers. A trade 
union cannot sustain its strength and 
effectiveness for long if the relationship 
between leaders and the cadres is not su^ 
nciently democratic There is a real danger 
that if leaders respond too favourably to 
the immediate ne^s of workers in terms 
of job security and work-load revisions, 
they may be labelled as unrealistic or ir¬ 
responsible b)' employers and the public 
As the recent British experience suggests, 
unions are gravely vulnerable to pressures 
from employers and government during 
a period of economic crisis. On the other 
hand, if union leaders show too much sen- 
siiivity to the problems of industry and 
the larger economy, their alienation in 
relation to workers may grow. Clearly, the 


'primary rnpouMCinTy oT uriio^^ is ’ 
towards workers, hence serious efforts to 
undci stand and sympathise with workers 
and respond to their concrete problems 
and needs may be tlie roost urgent task. 
Bui this responsibility will have to include 
some coiuTcte inethiid of making workers 
awaic (li (he economic and social con¬ 
straints wiiliiii which their interests can be 
meaningfully pursued. The process of 
liberalisation of ilie economy in the con¬ 
text of globalisation ot markets implies 
that market tuiLe.': have acquired crucial 
significance in all aspects of economic 
activity including employment relations. 
Hence all segineiits of business will need 
to make sacrifice, while pursuing their 
respective wants. However, these sacriHes 
should be evenly distributed among 
various siakchoidcis. I'hc di-.tribuiion can 
be meaningfully organised only if there is 
adequate trust between management, 
unions and workers. Such trust can be 
built only if the parties maintain mutual 
understanding, tolerance and respect. This 
is indeed a far cry from the curreiii situa¬ 
tion which is dominated by 'tripartite 
distrust' as a veteran trade unionist 
described it. For this purisu.se. workers and 
union leaders may ru'ed to be conscicn- 
tised to the value oi playing the protest 
role more maturely and realistically. 
Hence purposive social training of 
workers re ay have to be developed as an 
important function of trade unions. Trade 
unions can perhaps design innovative 
methods of human resource development 
for leaders and workers in this perspective. 

The political, social and legal forces 
responsible for fragmentation within 
unions and within the labour force are 
quite overbearing in their impact on trade 
union effectiveness. Inter- union and 
intra union rivalries are often generated 
or reinforced by caste, communal, 
regional and other social loyalties which 
are i.ncreasingly devoured by prejudice^ 
hatred and the cult of violence. Hence a 
joint action by trade 'unions to control 
political interference and remove the legal 
obstacles to trade union viability seems to 
be most consequential for enhancing the 
value of trade unions flUlpuie 1990]. in 
view of the generally unfavourable public 
opinion on (he current teality of trade 
unions, unity among them has a lot of 
urgent value. The past experiments in 
achieving limited unity among trade 
unions have been shockingly unsuccessful 
Still it should remain an urgent unfinished 
agenda. 

Similarly, there is no escape from the 
need to deal with the process of 
lumpenisation of union leadci^p with all 
the union power one can command. This 
process is by no means a unique feature 
of trade unionism. It runs across the In¬ 
dian panorama and promises to be an 
unavoidable pan of this emerging melting 
pot of global culture. Nonetheless, in the 
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preaeiu context, it needi to be emphasis^' 
ed that as long as the union kadenhip 
yields to immediate selHsh goals, there is 
no way to lend credibility or acceptabili¬ 
ty to unions among workers, employers 
and the public, it is common knowledge 
that pursuit of vested interest, corruption 
and need at any level in human relations 
giadually snowballs into a detniitating ail¬ 
ment for the entire system. We need to 
generate and apply as much counterpower 
as we can to cimk this evil. Corruption 
also reinforces mistrust among union 
leaders, workers and managers. Mistrust 
usually leads to manipulations and 
destructive games among the parties 
against one another. Responsible and sen¬ 
sible workers often argue that they do not 
like to fulfil their obligation to unions or 
employers because they are not trust¬ 
worthy. Such attitudes and behaviour are 
dutifully reciprocated. 

The new methods of participative 
management and HRD have some value 
in creating a climate of greater understan¬ 
ding and collaboration between managers 
and workers and resolution of concrete 
problems of management at the operating 
levels. The spirit of professional manage¬ 
ment has touched managers, union 
leaders and some sections of wdrkers who 
are exposed to training and development 
efforts. As a part of this exposure, they 
become aware of the dysfunctional 
aspects of collective bargaining and hence 
look for non-bargaining models of 
employment relations. The humanising 
and participative models constitute a 
special app^ for these people. However, 
such new approaches cannot ever 
eliminate the basic function of unions to 
lead collective action towards removal of 
inequality and injustice in labour manage¬ 
ment relations. It is most important to 
understand and recognise (hat work-place 
harmony and conflict of interests arc two 
sides of a coin and should be treated as 
equally important. Neither can subsume 
or substitute the other. Many people have 
realised from experience that any attempt 
to promote harmony and co-operation in 
industry without effective resolution of 
conflict of interests will fail to yield 
desired results. 

Trade unions may also need to 
sirengihen their contribution to social and 
economic policy. It appears that the role 
played by unions in formulation and im¬ 
plementation of labour policy has been 
progressively shrinking over the years. 
This is partly due to relative inaction at 
the level of government and community 
in the area of review of labour policy. But 
the reduced role of unions is also due to 
the growing multiplicity of unions accom¬ 
panied by redujed strength. The issue of 
trade union unity is important in this 
context. 

In western countries, some of the 


unions facing problems of decBning 
membership and social acceptance have 
begun to assume new functions in the 
areas of community welfare and problems 
in the environment [Brecher and Cmtein 
1990, Craft I990|. Their new tasks include 
community health and education, housing 
for the poor, and Tight against degrada¬ 
tion of natural resources. Such a need for 
a new socmi role of trade unions in India 
is also expressed occasionally by union 
leaders and others. Some unions have 
developed concrete plans in this regard. 
While unions move in this direction, one 
way of defining the priority of trade union 
action in the emerging Indian scenario is 
to emphasise that trade unions bear 
special responsibility for empowerment of 
those sections of tire working masses who 
would otherwise remain powerless. The 
vast unorganised masses deserve much 
more urgent attention from trade unions 
than they epjoy. While trade unions grap¬ 
ple with the difficult task of choosing a 
course of action in the kaleidoscopic en¬ 
vironment around them, we will need to 
continually raise and answer the pro¬ 
foundly simple question: what are trade 
unions for? 

Notes 

fThis it a revised arid modified version of the 
script prepared for the S D Punckar Memorial 
Lecture delivered at the IQUa institute of 
Social Sciences (TISS) in September 1991.1 am 
gnieful to the participanu in die TISS lecture 
meeting for their comments. Subsequently, I 
received many belprul comments and sugges¬ 
tions from Anil K Khandelwal, Baldcv R 
Sharma. Jerome Joseph, C S Wnkina Rainam, 
Sburaiesh Ghosh, Anil K Sengupia and Jacob 
Mankidy. I wish to express my giaiitude to all 
these friends. I am also grairful to K Kumar 
for library help and to Usha and Wsanihi for 
secretarial assistance.] 

1 Typical insunces of such studies ate 
Ramaswamy (1988) and Setalvad (1989). 

2 The two phrases quoted here are used by 
Setalvad (1989) and Jagannathan (1989). 

3 This summary is based on Stomp (1990); 
Taylor (1982) and Jackobi (1986). 

4 An insightful analysis of these chatac- 
lerisiics is offered by Kennedy (1966) and 
later by Ramaswamy and Ramaswamy 
(1981) 

5 This phenomenon is examined in detail by 
Ramaswamy (1984). 

6 This is highlighted very well by Tulpule 
(1990). 

7 Sec; for instance; Iyer (1989a and 1989b); 
'^ctalvad (1989). 
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Scarcity and Crime: A Study of 
19 th Century Bengal 

Anin Mukheijf^ 

Focusing on the important aspects of social aberration and dysfunction, in the west, the history of crime and 
criminality is now assuming its place as an essential rubric in the social history of the community. In contrast 
the inadequacy of an integrated historiography of crime and public order in the Indian context has stood out 
sharply. The present paper seeks to fill the gap by constructing a quantified chronology of crime and criminality 
between 1864-1912 covering Bengal proper and each of its five revenue administration divisions. 


THERE is an impressive array of con¬ 
tributions illuminating aspects of the 
socio-economic history of Bengal. Look¬ 
ing at this extensive repository of know¬ 
ledge; one is neverthelcu conscious of cer¬ 
tain other features of Bengali life, especial¬ 
ly in the countryside, which merit careful 
examination but have not as yet received 
requisite attention. Sociologists and social 
anthropologists the world over in recent 
times are increasingly veering round to the 
view that crime is not only a normal 
feature and an integral pan of all societies 
but is also a reflection of the state of their 
health. Social scientists are thus becom¬ 
ing interested in the interrelationship bet¬ 
ween socio-economic forces on the one 
hand and the magnitude and pattern of 
criminal behaviour on the other. Focus¬ 
ing on the important aspects of social 
aberration and dysfunction, the history of 
crime and criminality is now assuming its 
place as an essential rubric in the social 
history of a community. 

Bengal remained the focal point of the 
British colonial power in India for a long 
time and as such continued to be an arena 
of innovations and experiments in dif¬ 
ferent spheres of the colonial administra¬ 
tion. 'therefore the experience of Bengal 
in the two interrelated spheres of crime 
and public order clearly emerges as a 
significant area of study.' Indeed the in¬ 
adequacy of an integrated historiography 
of crime and public order in the Indian 
context has stood out in sharp contrast to 
the impressive strides made in this sphere 
by a number of professional historians in 
regard to the western countries.^ 

A major hurdle in mapping out the 
broad contours of a region's criminal 
behaviour patterns is the absence of a 
readily usable and reasonably accurate 
crime data series. Wfe have sought to fill 
this gap by constructing a quantified 
chronology of crime and criminals for a 
historical period of nearly five decades 
(1864-1912) not only for Bengal proper^ 
but also for each of its five revenue ad¬ 
ministration divisions.* The total volume 
of cognisable crime (TC)’ has further 
been disaggregated in terms of the major 


heads of crime like rioting(Rt), 
murder(M), dacoity(D), robbery(R), 
burglary(B) and theft (T) as defined under 
the Indian Penal Code of I860. 

I 

Rr'latiunship between Scarcity 
and Crime 

Unlike the uncertain linkage between 
industrialisation-urbanisation and crime 
in Bengal during our period of study, the 
nexus between scarcity and crime has been 
found to be clear. We will project this, 
firstly, at the macro level (all-Bengal and 
its five divisions) and then at the ground 
level in some of the districts affected by 
famine, severe crop failure (specially 
paddy crop) and/or abnormal rise in 
prices of essential commodities (espedally 
the price of common rice which was the 
suple food in a Bengali household). 
While probing into this scaicity-crime syn¬ 
drome, we will also present a brief case 
study on Midnapore district. In the 
second place, we will seek to bring out the 
types of crime which could be unmis¬ 
takably related to scarcity. This, in turn, 
will help in identifying the social groups 
which were drawn into the vortex of crime 
as legally codified, their motivations and 
compulsions if any. 

During the second half of the I9lh cen¬ 
tury, Bengal suffered three major in¬ 
stances of food scarcity and attendant 
economic distress: during 1866, 1873-74 
and 1896-97. Ikble 1 shows the fluctua¬ 
tions in the total volume of crime (TC) for 
Bengal and its five divisions for the period 
1864 to 1904, followed by two graphical 
representations in Charts l.l and i.2: The 
three distinct peaks in TC in 1866. 1875 
and 1897 clearly bring out the impact of 
economic distress in the shape of famine 
and scarcity. Predictably the increase in 
TC in 1866 was very pronounced in Burd- 
wan division (Chart 1.2) which was bad¬ 
ly affected by that year's famine The 1875 
peak calls for some explanations. Firstly, 
it does not exactly correspond with the 
height of the food scarcity of 1873-74 


(commonly known as the Bihar famine). 
A possible explanation, which contradicts 
the claim of the government that 1875 was 
a normal year of crime, is to be found in 
the maze of crime returns of the period. 
These show that petty cognisable crimes 
(for example, under the salt, excise, forest, 
customs, etc, laws) registered a substan¬ 
tial increase in 1875, thereby further 
pushing up the crime curve which was 
having a steady rise since 1871. It is also 
to be noticed, secondly, that of all the Five 
divisions of Bengal, Rajshahi had the 
sharpest rise in TC during 1869-74. 

The third major upswing in TC begins 
from 1888 and culminates in 1897 in the 
highest ever point in 19th century Bengal. 
Though the following two years (1898-99) 
were marked by a dip. the upward trend 
began again in 1900 and continued at least 
till I9(M. Some later official reports 
sought to explain away this rising trend 
from 1888, discernible in all the five divi¬ 
sions, as mainly due to better and freer 
reporting of crime at police stations.* 
This could have been partly true and that 
too in respect of a short-term trend. Sear¬ 
ching for a more plausible explanation for 
such a long-term upward trend, one can 
notice a marked linkage between this 
phenomenon and the growing distress 
among the poorer sections of the people 
due to periods of bad harvesu and rising 
food prices, especially of common rice. 
Table 2 gives some indication of :he up¬ 
ward movement in the prices of common 
rice between 1882-83 and 1895-96. In the 
post-1896 period also the price of rice con¬ 
tinued to be quite high, around. 12 seers 
per rupee,^ and some of the official 
reports took note of this important fac¬ 
tor contributing towards rise in crime.* 

M|CR«-LI-.VI I. Ct'KKtl ATION BETWI-.I N 

High Prices and High TC 

Apart from Balasore, Cuttack and Puri 
districts of Orissa, 'the blackest portion 
of the famine tract’ in 1866 included the 
Midnapore district of Bengal. The failure 
of monsoon rains (June-August) during 
1865 and again in 1866 result^ in an 
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almost total failure of food crops—mainly 
rice—in Midnapore and the above Orissa 
districts.* Ihble 3 provides quarterly 
figures for average price of foodgrains and 
for crimes against property in the district 
of Balasore for the famine year 1866. It 
is evident that the sharp increases in the 
food prices as compared to the average 
prices prevailing in the immediate pre¬ 
famine period were followed by a dramatic 
acceleration in crime. 

It has not been possible to construct an 
identical table for Midnapore. but in this 
district, dacoity and robbery admittedly in¬ 
creased from the latter pan of 1865 ‘^owring 
to the general distress and to a rumour, 
if not a prospect, of impending famine'’. 
Between November I86S and April 1866, 
the district reponed 67 dacoities. Of these 
cases, 5<* were reported from the seven 
police stations of the famine-ravaged 
Janga) Mahal, the land of the Lodhas and 
the Bhumijes. 

As the scarcity condition lessened dur¬ 
ing 1867 and the price «if common rice 
came down substantially, a remarkable 
downtrend took place in a-spect of crimes 
against propertv Ihble 4 depicts this 


phenomenon in a telling manner though, 
as a sample study, it only covers six 
districts (three of Bengal and three of 
Orissa) which were badly affected by the 
1866 famine. 

The extent of distress was somewhat 
less in Bengal during the 1873*74 dearth 
arising out of crop failuK in a number of 
districts (e g. Burdwan, Birbhum, Mid* 
irapore^ Bankura, Dingipur. etc).” Ifet 
dim was considet^ile increase in ofTenoes 
against property In most of these distiicts. 
Thus, the largest number of dacoities in 
Burdwan district was committed during 
the second and third quarters of 1874 
when the scarcity was at its acuiest in this 
district.'^ 

In Birbhum too^ dacoity increased from 
21 in '873 to 63 in 1874 and the rngjoiity 
of the cases took place during A|nil and 
June when the scarcity was at its peak. 
The official report discloses that none of 
these cases was the work of profesrionai 
oiminaU and that village chowkidan 
generally connived at and pwidpated in 
these lootings ('gang robberies') of food- 
grains. That these wm crimes due to waiit 
was clear when there was a virtual cessa¬ 


tion of such criihinaTIneidmtriher tk 
administration provided gratuitous grant 
of grain to the chowkidars and relief 
measures to others.” 

Midnapore District: A Case Siudv 

The Midnapore district of Bengal may 
be taken as a case study for illustrating 
the close link between price trends and 
crime trends during I8M-I904. Chart 2 
records the behaviour of three important 
variables for the above period, which, for 
Bengal, was marked by at least three 
visitations of dearth. A crucial variable is 
RP, which refers to the annual average 
retail price of common rice in Midnapore. 
The other two are TC and DRBT which 
refer, respectively, to the sum total oi 
cognisable crime and crimes against pro¬ 
perty (viz, dacoity, robbery, burglary and 
theft) occurring in Midnapore in a given 
year. Each variable has been rendered in 
terms of index numbers so that the pro¬ 
portionate change periodically exhibited 
by each is easily visible and comparable. 
For the three sets of index numbers we 
have taken as base the triennial average 
of RP. TC and DRBT for the years 1868- 
1870 which may be considered a normal 
period. (The absolute magnitudes of RP, 
TC and DRBT are presented in Appen¬ 
dix I). 

It is evident that the oscillations in rice 
prices on the one hand—an accepted in¬ 
dicator of the economic situation in 
Bengal—and in TC and DRBT on the 
other, tend to be synchronous as well as 
unidirectional throughout the four 
decades covered in the chart. Predictably, 
both the volume of total cognisable crime 
(TC) and the volume of property offences 
(DRBT) climb to appredabiy high levels 
when rice prices reach abnormal heights 
as in 1865-66, 1873-74 and 1896-97. At 
least in the cam of Midnapore; then, price 
movements seem to have bera folkwed 
closdy by a changing wlume pf total 
cognisable crime as well as piioperty of¬ 
fences (see Chan 2). 

PuiNDER OF Grain: A Crime Sivwneo 
BY SCAROTY 

We have already observed' that in 
Midnapore daoohy and robbery had been 
increasing from the latter half of 1865 
But in April 1866 the district magistrate 
Midnapore drew attention to a new trend: 
thefts fhm granaries wcK becoming more 
frequent and ‘hme or two (gnnarfes) have 
been certainly burnt down... the crime is 
s|»cading towards the plains".'* Looting 
of foodiMns was rampant in the Jangal 
Mi^ segment of Midnapore; the seven 
police siatkms of this segment accounting 
for almost 75 per cent of the dacoity and 
robbery caw reported In the enUic district 
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between November 1865 and April 
1866.*’ 

Again, according to the superintendent 
of police (SP), Bankura there were several 
instances in which large stores of grain 
were emptied and consumed by the 
famished dacoits before the police could 
take action and that of the 130 cases of 
dacoity reported during the famine period, 
83 were grain dacoities.'* There were also 
instances where inhabitants of two or 
three villages joined together to attack 
houses having stocks of grain, sometimes 
equipping themselves with baskets and 
bags for carrying the looted grain.Ob¬ 
viously, these dacoities were “committed 
by starving people chiefly for the purpose 
of obtaining fo^”.** In many places they 
scarcely took any precaution against 
detection and little or no trouble to escape 
after they were recognised; several confess¬ 
ed their crime freely before the sessions 
court, pleading starvation of whole 
families as an Vnccuse for their offences'.'* 

On part of 24-Parganas district (viz, 
Oiamond Harbour sub-division in the 
south) also experienced great distress 
due to non-availability and high prices 
of fooUgrains. Between Alipore (head¬ 
quarters of 24-Farganas district and 
situated on the fringe of Calcutta) and 
Diamond Harbour (at a distance of about 
30 miles fmin Calcutta) people were found 
lo be deserting their homes and reduced 
to foraging for roots and herbs. 
Plunder of gram and other violent crimes 
broke out in this tract in July-August 1866. 
As many as 43 cases of looting of 
loodgr.tins (‘dhan’Iooting/ dacoity) took 
place between May and August and “these 
dacoities were chiefly owing to want of 
food in the southern parts of the district 
;tnd were similar to grain dacoities in Mid- 
napore, Balasore and Cuttack”.^' The 
in.igistrate of 24-Pvganas, like the district 
judge of Midnapore, favoured stern 
mca.sures to deal with such outbursts; 
“While the country was unsettled, it was 
absolutely necessary for the safety of the 
property that no sign should be allowed 
to appear that the offences would be look¬ 
ed upon with leniency!’^ 

There were extensive grain-theft cases 
during the 1896-97 scardty aisa Almost 
one-third of the theft cases in Burdwan 
division and Jcssorc district and half of 
the theft cases in the Dacca division were 
of this category.^' Though instances of 
looting and forcible carrying away (i e, 
technically speaking, dacoity) were not 
adequately chronicled in government 
reports, it was admitted that “in 1896 
there occurred the largest number of cases 
(of dacoity) that have in any one year been 
registered” (in LPB).^ It is plausible that 
many of these pioperty crimes of 1896-97 
were committed with the object of pro¬ 
curing foodgtains; reports from B.anki!ra 


attributed the increase to the “distress of 
poor people resulting from high prices*'^' 
and from Rajshahi to “the effect of 
scarcity”.* 

Only a few scholars so far have quanti¬ 
tatively documented this phenotnenon of 
correlation between scarcity and crime for 
other regions of India. But they have 
generally tended to concentrate on dacoity 
and robbery rather than the total quan¬ 
tum of crime (TC) or even property of¬ 
fences as a whole (i ^ DRBT). This limiu- 
tion may have been largely due to the 
absence of any readily usable time series 
on these aspects of crime for those 
regions. Thus, according to Harvey, as a 
sequel to the famine of 1868 and 1869 in 
the North-Western Provinces, dacoities 
went up in these two years by 175 per cent 
and 214 per cent and robbery by 158 per 
cent and 185 per cent as compared to the 
1867 figures.^’ Likewise one of the con¬ 
clusions of David Arnold's study of 
dacoity in the Madras presidency during 
1860-1940 is that drought, dearth and high 
prices constituted “the most readily iden¬ 
tifiable factor in the incidence of dacoi- 
ly'*.* It is difflcult, however, to agree 
with Arnold that “Beoiuseof the numbers 
involved, dacoity was likely to be more ex¬ 
pressive of minority grievances than in¬ 
dividual acts of robbery.”* Such a 
distinction is not quite appropriate, 
because robbery becomes dacoity when 
the numbci of participants increases from 
four to five or mote. (The basic legal in¬ 
gredients of robbery and dacoity are the 
same except for the number the minimum 
and maximum for an offence of robbery 
are two and four rcspccliwly, whereas 


these arc five and more than five in the 
case of dacoity. Hence ‘individual acts of 
robbery' would be,- legally speaking, a 
misnomer.) 

Recent research has brought to light 
certain striking features of popular 
behaviour patterns in limes of dearth, 
economic depression, unemployment, etc, 
thereby enriching the social history of 
various regions of Europe. This is largely 
due to the stimulating and pioneering 
work by the historians of the European 
protest moveinenis like Thompson, Rude, 
Hobsbawm ei al."' Piecing together 
fragments of police record.s and other un 
tapped sources, Richard Cobb has por¬ 
trayed the French popular protests (e g, 
food riots), pri.son plots, etc) at the 
grassroots level during 1789-1820. He 
observed that “an obsession with possi¬ 
ble shortage (of bread) canalised popular 

T.sbii- 2: Mian Prk i or Common Kn i in 
B r.NiiAi (Si Iri ii-n Yi ars) 

tSeers Per tiufleet 


Year F’rice itf Common Kice 


1882- 83 249 

1883- 84 18.4 

1889- 90 |s.3 

1890- 91 16.4 

1891- 92 13.2 

1893 11.4 

1894 12.9 

189$ 16.3 

1896 12.1 


Source: Mukul Mukhcricc, ‘Some Asptvis of 
F.conomic Change in Bcnga!. 1870- 
1930'. unpublished PhD ihoMs, tSelhi 
Dnivcrsiiy, 1982. fables ? 5 and $.6. 


T.ABII- I. Tot.\i C'A'.NiSAnii Crimi : Binoai ano Divisions, 1864-1904 (Sun iii> Vi ars) 

fm ihoiiiitndst 


Year 

Bengal 

Burdwan 

Presidency 

Rajshahi 

Dacca 

Chillagoiig 

1864 

24.7 

$.$ 

4,0 

7.7 

4 1 

3.3 

186$ 

29 9 

7.3 

5.2 

7.6 

6 9 

2.8 

1866* 

38,8 

12 8 

93 

8.4 

$ 2 

3.0 

1867 

29.4 

9.6 

6.5 

6.9 

3 9 

2.5 

1870 

29.3 

8.3 

8.7 

7.1 

3 8 

1.3 

1871 

37.3 

10.0 

ll.l 

7.8 

6,4 

2.1 

1872 

62.9 

15.2 

16.2 

13 8 

13.6 

1.0 

1873* 

66.1 

16.0 

15.5 

15.7 

14 8 

4.; 

1874 

7.Vt 

18.7 

17.6 

16.4 

15.8 

4.6 

1875 

7$.7 

18.3 

(90 

158 

17.0 

$6 

1876 

73.t 

17,1 

17.5 

15.9 

17.2 

5.7 

I88t 

61.0 

18.1 

14.7 

11.4 

11.6 

$ 1 

1887 

$6.6 

I3..3 

13.t 

14.9 

II.O 

4.3 

1890 

62.9 

15.9 

14.9 

13.9 

13.4 

4.8 

1891 

69.6 

18.0 

15 3 

15.0 

15 6 

5.5 

189$ 

78.8 

20.4 

16.9 

16.7 

19.4 

5 5 

1896 

87.9 

2.3.0 

18.1 

16.8 

22.8 

7.3 

1897* 

108.4 

29.4 

24.2 

19.8 

25.2 

9.8 

1898 

99.9 

25.9 

21.7 

18.8 

23.6 

9.9 

1899 

9S.7 

25.8 

21.0 

17.4 

22.9 

8.6 

I9UI 

100.4 

264 

22.3 

19.1 

23.1 

96 

1904 

t06.$ 

,30.6 

23 2 

20.1 

24.3 

83 


.\oie : * Represents a famine ycai. 

Source: Ifengal Polne Annual ■\<lnunniroiion he/uuts (fl/M-Iffsi, igM-1912 
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Chart 1.2: Total Cognisable Crime flC): five Bengal Divisions 

(ttuviMnd) 



SoM«r Tkbte I. 

CHAin 2: Total cognisable Crime (TC), property Of¬ 
fence (DRBT) AND PRICE OF COMMON RiCE (RP) IN 



militancy away from other potentially 
more dangerous subjects: wages and coali¬ 
tions. collective bargaining, the demand 
for a system of national education", and 
thereby “created a complicity between 
repressive magistrates and the repressive 
army".” Viewed from a different 
perspective though, Howsrd Zchr has 
made an interesting study of the patterns 
of property crimes and violent crimes by 
relating them to various economic and 
demographic determinanis, drawing 


useful parallels between Germany and 
Fiance of the 19th century. He ob«rved 
that the relationship between cycles of 
theft and of grain or bread prices in 
Havana (l83S-dO) and Prussia (1854-78) 
followed a pattern remarkably similar to 
that found in France during the same 
period: agreement between peaks and 
troughs in crime aiid in individual food 
prices was excellent, but with some hint 
of a declining correlation during the 
I87(H.’’ 


Victims as Criminals 

It is reasonable to infer that during 
times of great scarcity and hunger, it is the 
poorest of the poor who might have been 
driven to crime as the only mode of sur¬ 
vival open to them. In the absence of any 
relevant data on income distribution and 
other related economic attributes of the 
participants in crimes of the above varie¬ 
ties during the years in question, it would 
be difficult to pinpoint the most vulnera¬ 
ble social groups to whom ‘criminal acts 
might have bec^e an alternative to death 
by starvation. There is some evidence, 
however, to suggest that at least two 
groups have generally been-the first vic¬ 
tims of dearth in our geographical region. 
Firstly, numerous official accounts have 
referred to some tribal groups like the 
Lodhas and Bhumijs who us^ to resort 
to plunder in times of scarcity.” 
Originally inhabitants of the jungle tracts 
of Midnapore and Bankura districts, they 
usually worked as the ’paiks’ or militia¬ 
men of the zamindars till they were 
disbanded in the course of Cornwallis* 
criminal administration reforms. In time 
they were also denied free access to forest 
produce, a right which they had enjoyed 
for centuries. Severe economic displace¬ 
ment and deprivation of even the pri¬ 
mitive age-old modes of sustenance 
created intense bitterness and alienation 
among these people which led to a series 
of uprisings by them during 1778-99. It 
is not surprising that this tradition of 
militancy coupled with dwindling forest 
resources prompted these turbulent peo¬ 
ple to make occasional forays into the in¬ 
habited plains, plundering villages and 
looting grains to sustain themselves in 
times of acute scarcity. 

The other poverty group to whom 
dearth posed the threat of starvation in¬ 
cluded petty village artisans, petty farmets 
and agricultural labourer.s. llie latter 
(i e, agriculturcl labourers) have always 
been one of the weakest segments of the 
rural society and in A K Sen's study of 
the Bengal famine of 1943 they are shown 
to be amongst the worst sufferers.” The 
petty farmers and artisans would be in a 
marginally better position to start with but 
would be reduced to stark poverty when 
want compelled them to sell off their 
meagre assets or when the demand for 
their work dwindled to nothing. 

Yet a sizeable section among the col¬ 
onial administrators adopted a totally 
mechanistic view of grain-looting by the 
starving poor. Thus the district judge of 
Midnapore stated, despite overwhelming 
evidence to the contrary, that there was 
“no such grievous distress (in 1866) as to 
palliate the offence" (of grain-looting) 
and, what is worse, wanted these offenders 
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to be treued n par with common 
criminals.” Likewise, Montressor, the 
commissioner of Burdwan division hav- 
inc jurisdiction over the famine-stricken 
Midnapore and Bankura districts, called 
for exemplary punishments irrespective of 
whether a crime was due to hunger or 
oihetwise. ’* Tim Bengal government too 
followed suit and proceeded to apply the 
provisions of the Whipping Act (Act 
Vl/lg64) to the famine and crime affected 
areas of Midnapore district.” 

II 

Concluding Remarks 

Our study of the impact of dearth, scar¬ 
city and high prices of foodgrains on 
crime has clearly shown that during such 
times (a) the volume of total crime had 
gone up considerably and (b) iHOperty of¬ 
fences as a group had aim registered a 
considerable rise. Which were the special 
forms of crime during such periods of 
stress and which social groups were main¬ 
ly responsible for such acts? The official 
accounts refer mostly to two forms of 
crime—dhan-looting (i ^ plunder of pad¬ 
dy) and theft of foodgraiiu including 
vegetables. Legally dhan-looting could be 
either robbery or dacoity, depending on 
the number of participants. In regard to 
sudi cases of IBM, the distria superinten¬ 
dent of police, Midnapore stated that all 
the dacoities in his district related to 
{dunder of grain and that crime in certain 
areas of the district (e g, in Jungal Mahal) 
was largely atiribuuble to want. The pic¬ 
ture was similar in respect of the other two 
affected districts of Bankura and 
24-PBrganas. The 1896-97 scardly period 
too had the same impact both on the 
overall crime figures as also on speciPic 
types of property offences. Interestingly 
enough, however, there was no such in¬ 
fluences on most other types of crime 
including rioting and murder. 

It would be hardly surprising if a sec¬ 
tion of petty farmers, village artisans and 
agricultural labourers, facing an unprece¬ 
dented dearth and yet prevented by social 
conventions from taking advantage of cer¬ 
tain employment opportunities and also 
of charities, ultimately took to crime to 
ward off starvation and death. What is 
surprisii^ on the contrary, is that many 
more people of the above categories did 
not resort to plundering foodgrains even 
in the face of such a crisis. There is now 
an impressive body of research by western 
scholars on the impact of famine and 
dearth in 16th and 17th century England 
and 18th century Fmnct” A recurrent 
theme in this research is the fairly 
widespread plunder of grains and tbod 
riots as forms of ruial protest in times of 
acute scarcity. What has been the ex- 
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Table 3: Averai.i Price of Foodgrains and Property Offences in Bai.asore District 

(Orissa), I863-6S and 1866 


Isi QuRrtct 2nd Quaner 3rd Quafitr 4th Quan cf 
abababah 



Rs as 

Rs as 

Rs as 

Rs as 

Rs as 

Rs as 

Rs as 

Rs as 

Average price of 
foodgrains 
(Re per maund) 

0-15 

3-8 

1-6 

6-12 

1-13 

11 4 

1-2 

3-8 


(a) 

(b) 

(a) 

(b) 

(a) 

(b) 

(a) 

(b) 

Crimes against 
properly 

120 

177 

161 

348 

108 

.W 

117 

no 


; Total for I863-6S ^ 506 
: Total for 1866 > 942 


Note : (i) a -- 1863-65 (average); b s 1866. 

(ii) One maund (md) 40 seers ^ 37.36 kg. 

One Rupee (Rs) » 16 annas (as). 

Sourer. BPAAR 1866, Appendix I. p 28. 

T-nhi I 4: Pan i (»i Common Rht (SI:Fr.s Pi a Ki t-i i ) v.o Pkiii-i k; \ C'ximi s in Sit ittlo 

Districts. 1866-1867 


Name of 

Districi 

Rice Price 

Oacoiiv 

1867 

Burglary and Then 

1866 

1867 

1866 

1866 

1867 

Midnapore 

9.9 

23.3 

252 

92 

1045 

458 

Bankura 

11.7 

24.0 

125 

19 

1315 

840 

Rajshahi 

15.0 

21.6 

25 

11 

2137 

1435 

Batasoie 

14.0 

22.0 

149 

17 

625 

263 

Cuiiack 

7.0 

14.0 

16.3 

17 

945 

887 

Puri 

8.3 

13.1 

51 

3 

1172 

645 


Source: (a) Rice price; GOI, Prkei and Miigw. in India, 1898 (I5(h issue), p 4. 
(b) Crime figures: BPAAR, 1867, p 76. 
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Map of Bengal 

Division Boundaries atid Districts with District Headquarters; 1912 



perience of Bengal in this ri.gard? In the 
caiarniious famine of 2770 A D (Bengali 
calendar year II7A) known in Bengal as 
the dreaded ‘Chhiatiarer Mannantaii e, 
ihe famine of !!7A—ten million people 
perished in Bengal alone.’’' The i9ih cen¬ 
tury saw a succession of famines in 1866, 
1873-'''t and 1896-97. Them came the 
devastating Bengal famine of 194.3, wip¬ 
ing out another neailv three million 
isves.*' Wt- have already alinded to in- 
st;ir.ce> of graifi looting in Bengal in 
some area* of Midnapoie, Banknra and 
24-l’?i jjanas. But Ihe Bengal case appears 
to he only a wejtk reflection of the pat¬ 
tern of niml protest against dcaith and 
iniquitous distribuiioo of food that ha.* 
bei;n d>.'cumeniixl m 'tic f-.uropcan studies 
rcfcired lo eariisr. We have seen that the 
avaiisible daia fot Bengal c-;> not comprise 
a pattern o- w iocspreai' gram looting or 
■ysieniaiit attati"- ..: i'v.(j hoartkrs of 
fooit What i'. 'I'ire i.s not that 

the iSeni.tK •• -n -r .- of dca’th in 
Beoga'‘n-iov*''! : .■.hinaiiMjihufMs 

Ot "'l.r.!' .-i' ? o lf.,1 1,1 no 


few of them, considering the vast areas af¬ 
fected and the very large number of peo¬ 
ple who perished in silence. 

It may not be out of place here to 
speculate on this somewhat unexpected 
phenomenon of a low level of violent ac¬ 
tions by the rural poor. The neutrali.sing 
force of religion-stoic resignation in the 
face of adversity, binding them dowm to 
their ‘karmafaC for their misfortunes*' 
may be presumed to have acted as a 
depressant against defiance and militan¬ 
ts Accounting for the virtual absence of 
violence, grain-looting and attacks on 
sir ks of foodgrains, Haul Greenough’s 
study of the Bengal famine of 1943-44 has 
also brought out “an extraordinary failure 
ot will or a powerful religious inhibi¬ 
tion--fatalism', ‘resignation’, ‘karma’ “as 
Dossible explanations offered by quite a 
few coniempor.''.ncous observers.*^ 
‘fatalism", the “uncomplaining surrender 
<o death by starving victims, is in fact”, 
as' ording lo (ireenoiigh, “the most ob- 
>'ioii- puto of evidence we have for an ac¬ 


tive (sic) Bengali adaptation to the 
famine”.*’ 

Another contributory factor may have 
been the low vitality of a famine-stricken 
population, i^ravated by the enervating 
climate of Bengal. This aspect has been 
very aptly depicted in a short story by an 
eminent Bengali novelist, written against 
the backdrop of the 1943 Bengal famine: 
despite the exhortations of a militant 
dacoit to resume dacoity for physical 
sustenance, his erstwhile associates kept 
on procrastinating till, exhausted by con- 

Apperndix I 

Tcn.xL C(KiNisABi i; Chime (TC). PRoPi-;irr> 
OrrENcrs (DRBT) ano Price or Common 
Ric I (RP) IN Mionapore Oi’n’Ricn: 1864-1904 


Year 

TC 

DRBT 

RP 

(Seers Per 
Rupee) 

1864 

1288 

957 

27.3 

65 

1882 

1136 

165 

66 

2560 

1820 

9.9 

67 

16% 

1070 

■ 23.3 

68 

1620 

1147 

20.5 

69 

1570 

953 

18.0 

70 

1178 

1197 

25.6 

71 

2316 

1133 

22.2 

72 

4181 

2263 

20.9 

7.7 

4406 

2446 

21.9 

74 

4839 

2581 

16.4 

7.5 

5108 

2863 

16.8 

76 

4392 

2345 

.24.3 

77 

4187 

2)43 

21.3 

78 

4253 

2233 

14.0 

79 

4488 

2145 

K9 

80 

4130 

2049 

19.1 

81 

4329 

2161 

28.4 

82 

3874 

1913 

29.0 

8.7 

3)01 

1748 

25.1 

84 

3222 

1787 

17.9 

85 

3026 

1465 

18.2 

86 

3344 

1134 

21 9 

87 

3068 

1601 

24.3 

88 

3064 

1697 

22.0 

89 

3677 

1515 

16.5 

9(1 

.7376 

1476 

17.1 

91 

4037 

1229 

17.5 

92 

4574 

1568 

12.6 

93 

4680 

2215 

13.0 

94 

4607 

2391 

15-0 

95 

4995 

2.>07 

18.4 

96 

5534 

2424 

15.7 

97 

6746 

3063 

10.4 

98 

6516 

2586 

14.2 

99 

6703 

2454 

161 

1900 

7200 

2782 

126 

01 

6794 


11.9 

02 

649.7 


11.1 

03 

7395 


13.3 

04 

7399 


15.2 


Note : Base fur TC and RP = triennial 
average, 1868-70; base foi DRBT' - 
triennial average, l86'7-69. 

Soune: l-oi I'C and DRBT, BPAARs for 
iclcs'ani years and for RP, Prices arui 
Wages m India, (I.Sih Issue), Calcutta 
1898. 
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dBMd malnutritkiii and itarvation, they 
had neither the phyaical Mamina nor the 
will to embark on plunder.^ In the light 
of the infofmation available so br rdating 
to the famines of 1866 onwards and in¬ 
cluding the 1943-44 famine in Bengal, we 
find it difficult to subscribe to the views 
of James Scott that “the onset of hunger 
in most societies..leads not to listlessness 
but rather to rage^' or that “the notion 
current among social scientisu that real¬ 
ly hungry peofde do not rebel because they 
lack the energy” is a ‘naive' one.^’ Aa 
least our limited study in the Bengal con¬ 
text does not provide strong enough 
evidence to support Scott’s assertion fully. 
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enfefully acknowleded.] 
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Budgetary Reforms and Subsidies in 
Higher Education 


Jandhyala B G Hlak 


WHILE Govinda Rao (1992) examines 
several social and economic services regar¬ 
ding the current state of public subsidies 
and recovery, with a view to identifying 
the mgior problem areas and outlining the 
needed policy changes, I wish to comment 
on only one particular area, an area in 
which my comparative disadvantage is 
less, viz, public subsidies in' education, 
particularly higher education. I attempt 
to show hm that (i) Rao’s estimate on 
recovery rate in higher education is far 
from correct, (ii) Rao’s plea for economic 
pricing of secton like education is not bas¬ 
ed on sound principles of public fipance, 
(iii) Rao's suggestion regarding the desira¬ 
ble level of recovery rate is neither 
desirable nor feasible in the broad socio¬ 
economic framework, and (iv) there are 
probably more efTicient cost recovery 
strategy ahernatives than the one sug¬ 
gested by Rao. However, from this single 
case of education, which is only one of 
the several areas too has covert in his 
paper, I do not question his whole analysis 
in general. That is left for those who are 
more familiar with the various sectoral 
and geiKial aspects of public finances and 
budgetary subsidies. 

too (1992) estimates that the implicit 
and explicit public subsidies involved in 
the provision of social and economic ser¬ 
vices in 14 major states in India altogether 
amounted to Rs 27,000 crore in 1^7-88, 
which formed 8.3 per cent of GDP, and 
over the period 1977-78 to 1987-88, it in¬ 
creased at the rate of 18 per cent per year 
in nominal terms (p 216). He further 
notes: ’’Education, agriculture, irrigation 
and power were the sectors where the 
volumes of subsidies were significant. On 
htgher education alone, the subsidy 
amounted to about Rs 2,000 cron, and 
ncovery rate was as low at /. 7 per cent” 
(p 216; emphasis added; sec also Ihble 8 
on p 215). Rao and Mundle (1991) also 
estimate that the recover)- rale declined 
from 6.7 per cent in 1977-78 to 1.7 per cent 
in 1987-88. 

fVople wlio have not examined in detail 
the evidence on rinancing higher educa¬ 
tion may not question these estimates, as 
It is in general conformity with the com¬ 
mon impiessipns. For example, the most 
common argument I hear in Delhi in this 
coiitext is ih|| students pay at petty sum 
of Rs 20 (per month as tuition fee), while 


the university spends nearly Rs 20 crore 
per annum, torely is it noted that the tui¬ 
tion fee alone at the above rate forms 
Rs 200-240 per annum; that students pay 
various kinds of other fees;' and that in 
ail, students’ fee contributions in Delhi 
University form about 20 per cent of the 
total recurring budget of the university 
(1985-86) {Ansari 1990, p 36). Further, 
Rao’s estimates and suggestions may get 
sold easily without scrutiny in the 1990s’ 
global wave of ’privatisation’, and the 
most recent economic difTiculties of the 
Indian government. 

too’s estimates ofpublic subsidies and 
more importantly of the recovery rate, 
have serious policy implications, too 
(1992, p 220) himself argued: “proper fees 
for post-seoMidary education... must be 
levied”. He argues further: “Quite a large 
proportion of this subsidy [in higher edu¬ 
cation] accrues to economically affluent 
sections. There is a clear case for reduc¬ 
ing this subsidy in the next five years by 
one half, even if the remaining is retained 
to help Konoihically weaker sections with 
scholarships. This can be done by reduc¬ 
ing assistance to colleges and universities 
annually by 10 per cent foe the next five 
years, and .let the colleges and universities 
find the remaining resources by enhanc¬ 
ing fees. The state governmen*. should not 
interfere in the determinatimi of the fees 
and the regulatory mechanism should be 
confined merely to the extent of ensuring 
that meritorious and economicaily back¬ 
ward students get the benefit of scholar¬ 
ships. Adequate cost recovery is extremely 
important to ensure better quality of 
education" (p 220). Levying of proper fees 
on education, inter alia is also argued for 
so as to result in huge savings in public 
expenditures and thereby “will not only 
wipe out the revenue deficit, but can also 
generate surpluses in the revenac account 
which can reduce the borrowii^ re.^uire- 
ments...” (p 222). 

Even though I agree with too in prin¬ 
ciple with respect to the need to inerease 
the fees in higher education, I have doubts 
on the data base used, the methodology 
adopted, the corresponding estimates, the 
actual proportions of total subsidies to be 
recovered, and his general suggestion on 
the role of the state As his estimates of 
recovery rates determine the scope for ad¬ 
ditional recovery of the costs and in- 


Ruence the quantum of increuM in foes 
needed, it is necessary to doscly sendiniK 
Rao’s analysis and estimaica 
First, Rao (1992) does not explain what 
are the implicit and oplkit subsidies and 
how they are estimated, thoi^ it is stated 
that "budgetary subsidy is defined as the 
difference between the cost of detiuering 
publicly provided goods or services... and 
the recoveries arising from such de B ve i ie t " 
[too and Mundle 1991, p 8). Nor does be 
explain how the recovery rate was esti¬ 
mated in case of education.* Perhaps 
with respect to other economic and sodU 
sectors, these concepts are dear, and henoe 
there was no need to explain the same. But 
it is not necessarily the sanw in case of 
education. However, it appears that hb 
reference to ‘implicit’ subsidies is only in 
the context of public enterprises, and 
more particularly the reference is to their 
moneury losses, and not to a non-profit 
sector like hitler education. If this is the 
case, Rao's ‘subsidies' refer to governmem 
expenditure on higher education. The 
’recovery rate’ also seems to refer to only 
fees, as one caii understand from hto 
analysis, as well as in conformity with 
modern day use of this term, even ihou^ 
’recovCTy’ may indude not only lecomry 
of the costs from students in the form of 
fees, but also recovery of costs'from 
others—other than the g o ver n ment—the 
industry, and the rest of the society in the 
form of donations and endowments. It 
can also include universities’ self-gene¬ 
rated resources by way of sale of con¬ 
sultancy services, pubhouions, compuicr 
services, etc In comparison with fee^ the 
others are however, not signifkant.’ The 
two studies [too and Mundle 1991: Rao 
1992] are based on the finanoe aooounu 
of the state governments puUishad by the 
ofTice of the comptroller aad- audit 
general. These and budpet documents pre¬ 
sent dau on receipts and cxpendituic by 
departments. The ’receipts’ of the educa¬ 
tion sector in the receipt budgets, is ttm 
detlned to include tuition and other fbaa. 
Hence, too's recovery rate may Yefer la 
fees only. 

Available drna from Rm4qmnnieBt.af 

education of the miniairy nf huaMB 
resource devetopmem, whkh I conaUar in 
be more reliable as fm as eqgeadfcuic dhii 
on education are con qrr ne d . do not lead 
us to come anywhere near Rodb aaiauMik 
Based on these dau total 101 X 0001001 c»- 
penditure on higher educalioa tad iha 
fees received from the sttirteoii are* erica- 
laicd for 1977-78. the year for whidi Ron 
and Mundle (1991) have made an cHaana; 
and 1962-83 the latea year for wkkk such 
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data are available and an presenied in 
Ihbk 1. It may be noted that government 
here includes central, stale and local 
bodies/ Fees as a per cent proportion of 
total government expenditure is defined 
here as recovery rate, even though recovery 
rate can also be defined as fees as a pro¬ 
portion of total (including non-govern¬ 
mental—including fees, private endow¬ 
ments. donations, universities’ self 
finances, etc) cxfjendiiure on education, 
as attempted earlier by many [see, e g. 
World Bank 1986; Tilak 1992b]. The table 
here presents an exhaustive classification 
of higher education, as adopted by the 
department of education. Fr includes all 
types of fees paid by the students to the 
higher educational institutions. It is clear 
that the recovery rate in higher education 
in 1977-78 was more than 20 per cent, and 
not any thing like 6.7 per cent as Rao and 
Mundle estimated, and in 1982-83 it was 
about 16 per cent, while Kao estimated it 
to be 1.7 per cent for 1987-88. It should 
also be noted that in the universities and 
colleges which form the bulk of higher 
education, the recovery rates are slightly 
higher, nearing about 20 per cent. The 
table also refers to all-India, if one con¬ 
fines to state government expenditure only 
as Rao has made, the correct estimates on 
cost recovery would be even higher, as the 
fee revenue in higher education (excepting 
in central universities) would go to the 
sute, while the central government also 
incurs expenditure on state universities 
and colleges. And even if one examines the 
data on the 14 major states in detail, the 
ier.ults will not be different. More recent 
data available on a few universities in 
India also tend to support my view, and 
not Rao's estimate For example, the AlU 
study referred to earlier [Ansari 1990] 
found that the students’ fees of all kinds 
formed as high as 60 per cent of the total 
recurring income of the Bombay Univer¬ 
sity; and the lowest conesponding propor¬ 
tion was 26 per cent in Sardar l^tel 
University; and on average it worked out 
to be 46 per cent.’ The average for cen¬ 
tral universities was. however, lower. I! per 
cxiit. 

Until now my criticism of Kao’s esti¬ 
mate is based on tlie assumption that his 
‘recovery rai?' refer, to fees. If Rao argues 
that his ‘recovery rate’ does not refer to 
fees, but to something else, undefined or 
however well defined, 1 argue that then it 
is the most irreiev-am concept and estimate 
for his analysis and the most inappro¬ 
priate basis for I-is M!ggeMi.>ns on policy 
reforms. But ) ten./ n hewevt that Rao 
refers to fees only 

Basically i nii.'! (>• ■. t . *i!h the data 
base Rao has usc’.; F. rn ■tii'uy.h 1 cannot 
explain the huge did ■re'i..<. tisiween the 
dcoanment of edttcat.ici'.c ..liua and the 


data given in the Finance Accounts, I feel 
that the former are more reliabk and ap¬ 
propriate for such an analysis than the 
latter. It is, however, necessary that the dif¬ 
ferences are probed carefully. Taquole a 
few nguies. according to Rao and Mundle 
(1991, Table l.l) the stales’ own revenue 
receipts in case of education (of all levels) 
in 1980-81 for all the 14 major states was 
Rs 7,136 (lakhs?), while according to the 
department of education’s data, the total 
fee income in the 14 major states in 
1980-81 was Rs 27,341 lakh. Further. Rao 
and Mundle (1991) have estimated leoovcry 
rates in education sector as a whole; and 
also separately by levels, for all the 14 
major sutes separately for 1977-78 and 
1987-88, which do not come anywhere 
near the share of fees in education either, 
as can be noted from Ihble 2. Rao and 
Mundle also estimated recovery rates by 
levels of education, and by states, and they 
are also subject to the same kind of pro¬ 
blem. They also make some interesting 
comparisons on subsidies and literacy 
rates, etc But as I question the very data 
base; I do not take them serious. Also 
some of these analytical relationships are 
somewhat obvious. For example; it was 
stated that state subsidies were higher in 
those stales where literacy rates are higher 
like Kerala, and they were the lowest in 
Bihar, Madhya Pradesh, Orissa and Uttar 
Pradesh all of which had very low literacy 
rates. One can find a two-way relation¬ 
ship: the high literacy rates (and also 


entblinent ndos) are higher « public sub¬ 
sidies are higbetr: and more literate (more 
developed education systems) require 
higher levels of public subsidies for their 
very sustenance. 

Rao (1992) makes clearer and stronger 
policy prescriptions, based upon his esti¬ 
mates, some of which need to be scrutinis¬ 
ed. Rao suggests rather arbitrarily that 
government subsidies in higher education 
should be reduced by half. In other words, 
the recovery rate should be about SO per 
cent. Rao does not explain the logic 
behind this argument, except observing 
that “quite a large proponion of this sub¬ 
sidy accrues to economically affluent sec¬ 
tions" (p 220), and that “some degree of 
subsidisation at higher levels may be 
desirable” (Rao and Mundle 1991, p 23]. 
There ate two imporunt aspeas that need 
to be taken into account in this context. 
First, what is the proportion of rich 
students in higher education in India? 
Again, no recent evidence is available at 
all-India level. Tilak and Varghese (1983) 
>iad summarised the then availabie evi¬ 
dence, based upon which it may be infer¬ 
red that only about haif.ihe students, in 
higher education are from affluent econo¬ 
mic backgrounds. It should be noted that 
with massive expansion of higher educa¬ 
tion, it is ‘fairly democratised’ with an 
increasing number of students from 
poorer economic backgrounds opting for 
higher education in India. 

Secondly, what is the nature of higher 


Tabli- I: Ckivi-aNMENT SuasioiES and Re('ovlry Rati: in Hii.Hbii Ldui ation in India 

(Rs in millions) 



Government Expenditure 


Fees 



Recurring 

Non- 

Recurring 

Total 

Total 

As Per Cent of 
Recurring Total 
Expenditure 

1977-78 

Universities 

1119 

134 

1053 

216 

19.3 

14.9 

Deemed Universities 

129 

31 

160 

54 

41.9 

33.8 

Institutions of national 
importance 

28S 

91 

539 

9 

3.1 

1.7 

Research institutions 


19 

78 

2 

3.4 

2.6 

Colleges 

Degree level and above 

2333 

249 

2804 

760 

29.7 

27.1 

Below degree level 

589 

40 

629 

37 

6.2 

5.8 

All colleges 

3144 

290 

3434 

797 

25.3 

23.2 

All higher education 

7880 

1035 

8936 

1876 

23.8 

.'(1.0 

I982-R3 

Univcrsilie.s 

2346 

449 

2795 

483 

20.6 

17.3 

Deemed universities 

216 

33 

231 

72 

33.3 

28.7 

InsfitUk.ons of national 

iniportarace 

463 

92 

557 

12 

2.6 

2.2 

Research insiiiuiions 

109 

49 

158 

1 

0.9 

0.6 

Colleges 

Degree level and above 

4983 

406 

5391 

toso 

21.1 

19.5 

Below degree level 

1003 

302 

1507 

86 

8.6 

3.7 

All colleges 

5990 

908 

6898 

1136 

19.0 

16.5 

All higher education 

9126 

1533 

10659 

1704 

18.7 

16.0 


Souitr. Education in India 1982-93, Voi II, Minisiry of Human Resource Dcvelopmeni. Depart¬ 
ment of Education, Government of India, New Delhi, 1991. 
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educationT Ecoriomistt from the begiii* 
ning have recognised higher education as 
a ‘public good', more appropriately as a 
^uasi'pubiic good’, and of course not as 
a ‘pure’ public good like defence, and 
clean environment. The benefits from 
higher education accrue not only to the 
individuals, but also to the society at lar^ 
(Birdsall 1988]. It is not a zero<xtertulity 
good. It is also a merit good. Hence it 
needs to be priced, but because of the ex* 
istence of externalities full cost recovery 
through fees may not be desirable, even 
if feasible. Recently Daiidekar [1991, 
p 2635] summarised Mishan’s (1969) 
views: “it is not necessary that the 
students bear the full cost of higher 
education; that higher education is an in¬ 
vestment and wilt pay for itself: and it will 
increase the earnings of the beneficiary 
students and the government will recover 
hs costs through consequent higher tax 
iecei(rts” (p 2635).* 

Thus Rao’s suggestion of SO per cent 
cost recovery may seem on its face to be 
a sound proposal. Nevertheless it should 
be noted that the 50 per cent norm does 
not have any basis. This is a purely ar¬ 
bitrary proposition. Of course, there is no 
meth^ to determine the desirable cost 
recovery rate in higher education. But 
Rao’s argument is oblivious of the inter¬ 
national evidence on the one hand, and 
national economic levels of living on the 
other. First, it needs to be noted that no 
public higher education system in the 
vrarld, including in the most developed 
market economics, recovers more than a 
quarter of the total public expenditure on 
higher education through fees. The rate 
of cost recovery through fees even in the 
private universities and colleges in the US 
is less than 39 per cent. It is only in some 
private institutions in Japan, it is higher: 
nearly two-thirds. It is well known that in 
several European market economies, the 
rate of cost recovery through fees is 
negligible [see OECD 1990; also Tilak 
I992aj. In the same context, it must also 
be noted that the students’ total private 
cost of higher education in India, even ig¬ 
noring opportunity costs, tend to be much 
higher than public subsidies per student 
(Tilak )987|. Given all this international 
and national evidence, and given the 
relaiively low levels of living of the Indian 
students, and inefficient education credit 
market mechanism, SO per cent cost 
recovery rate would be very high. I pro¬ 
pose an alternative model a little later. 

Rao (1992, p 220) also argues that 
‘Economic pricing of services is important 
not only for accountability and equity, but 
also for reasons of avoiding wastage and 
improving the quality of services”. That 
the general pricing or marginal pricing 
mechanism cannoi.be applied to sectors 


Ukeeduoiuon and heihh is wteil recognis¬ 
ed. This is due to positive externalities, 
merit goods characteristics including lack 
of information and lack of income, the 
public goods nature including non-exclu¬ 
sive character of benefits of hi^ier educa¬ 
tion and decreasing average cost, and 
market fulures. Rao, while making the 
suggestion of applying economic pnetng 
in the context of all the social and 
economic services in general, should have 
suggested exemption of higher education 
and health from such a suggestion. But 
he does not; on the other hand, in the.wery 
next liiM he refers to education, mid the 
need to increase the recovery rate. 

Rao also suggests that the individual 
colleges and universities be allowed to 
determine the fee levels, and the govern¬ 
ment should not interfere with it. 1 feel 
that many educational policy issues are 
discussed passionately arid emotionally in 
India on ideological grounds, and rarely 
based on rigorous research evidence. 
‘Privatisation’ of higher education is one 
such issue. Rao’s suggestion on the role 
of the state is also not based on any 
research evidence. Careful review of 
research evidence in several countries of 
the world on privatisation of higher 
education docs not lend unqualified sup¬ 
port for privatisation of higher education 
from the points of view of elTiciency 
(finances), quality, and equity in higher 
education, and other objectives of modem 
welfare state [Tilak 1991). Further, when 
collegis are given total freedom to deter¬ 
mine the fee levels, we know what is hap¬ 
pening in the capitation fee collates in 
Maharashtra. Karnataka, Andhra Pradesh 
and rather everywhere in India. These col¬ 
leges are simply exploiting the weakness 
of the labour market, characterised by 
‘diploma disease' and .credentialism 


mechanism. Neither is good quality 
education provided, nor is equity in higher 
education promoted by these colleges. 
Further, in Rao's proposed model, if 
public subsidies are given to the extent of 
SO per cent of the costs, there is no reason 
why the state should not impose restric¬ 
tions on fee levels, so that the colleges and 
universities do not overcharge the studems 
for personal benefit, beyond their SO per 
cent requirement. 

Ail this is not to say that there is nu 
need to reform the financing polidei in 
higher education m India. As I have stated 
at the very beginning. I agree in princi|de 
on the need for increased cost recovery, 
but not on the mcthodolo^ and the ex¬ 
tent of cost recovery suggested by Baa 

Earlier. I have proposed an altematiye 
model, viz, discriminatory pricing struc¬ 
ture in higher education (see Tilak and 
Varghese 1985], according to which, fees 
would be based on students’ ability to pi^ 
and the cost of higher education. Dif¬ 
ferent fee rates would be charged for dif¬ 
ferent students, the richest quartile of the 
students paying 75 per cent of the cost of 
instruction, the second richest quartile SO 
per cent; the third and the bottom quar- 
tiles paying no fee at all. (Alternatively the 
third quartile may be asked to pay 25 per 
cent of the cost as fees.) It was estimated 
that such, a proposal would yield 2.8 times 
the total fee income received in higher pro¬ 
fessional education in India. An impor¬ 
tant advantage of such a proposakis that 
it not only generates additional resour¬ 
ces—the overall cost recovery rate works 
out, to be about one-third, but is also 
highly progressive—60 per cent of the 
total fee income comes from the richest 
25 per cent of the students, and the re¬ 
maining 40 per cent comes from the next 
income quartile. Further, it does not 


TABt.t 2; Rix'ovf.rv RArts in Eouc atiun 


(Ptr cent/ 


Stale 

Reeovei 

ry R£le_ 

1987-88 

(2) 

Share of Fees in Recurring Income 

1977-78 

(1) 

1977-78 

(3) 

1980-81 

(4) 

1982-83 

(5) 

Andhra Pradesh 

2.76 

1.92 

5.97 

8.58 

8.66 

Bihar 

1.58 

0.26 

7.VS 

6.0S 

5.51 

Gujarat 

1.28 

I.OS 

11.83 

12.61 

10.63 

Haryana 

4.34 

2.91 

|s.9S 

14.31 

13.89 

Karnataka 

3.87 

;.69 

10.25 

7.84 

7.13 

Kerala 

4.76 

3.37 

4 86 

S.72 

5.92 

Madhya Pradesh 

156 

0.66 

(•26 

6.78 

6.18 

Maharashtra 

1.14 

0.97 

11.90 

10.04 

9.96 

Orissa 

6.41 

1.37 

.5.02 

6.20 

5.18 

Punjab 

I.6S 

0.71 

14.04 

11.25 

9.74 

Rajasihan 

2.91 

0.57 

7.60 

7.25 

7.47 

Tamil Nadu 

6.33 

1.95 

6.50 

5.83 

6.26 

Utur Pradesh 

3.51 

2.18 

13.88 

10.39 

10.57 

West Bengal 

0.64 

0.82 

13.67 

7.83 

6.05 

All 14 states 

2.89 

1.41 

9 94 

8.67 

7.96 


Sourver. CoU t and 2: Rao and Mundic (1991 Tables 3.4 and 3.6); Cots 3-5: Based on Education 
in India. Vol 22. 1977-78, 1980-81 and 1982-83. 


Economic and Political Weekly February 6, 1993 


247 



discriminau in ike provision of qualify 
and quantity of education, nor does it en- 
couiage a dual system of education—one 
for those who can pay, and one for those 
who cannot (see also Tilak 1990). Recent¬ 
ly, I have also suggested that auch a dif¬ 
ferential fee mechanism should also dis¬ 
criminate between research, post graduate, 
undergr^uaie levels of higher education, 
besides discriminating between general 
and professional higher education (Tilak 
and Varghese 1991). 

What I wish to argue is that there are 
several alterrutive and probably more ef- 
fidem forms of cost recovery than the one 
suggested by Raa Rao’s suggestion is that 
cut the government grants to colleges and 
universities by half gradually (equally 
spr^ over a period of five years). Rao 
hiu cared to examine the efficacy of his 
proposal neither on its own, nor relative 
to other available measures. The im¬ 
mediate cut of 10 per cent a year in the 
budget provision in money terms (the cut 
in teal prices would be higher) will put the 
whole higher education system in deep 
financial crisis. The 1992-93 budget seems 
to have agreed to this proposal. Budgeury 
provision for higher education does not 
match last year’s levels in current market 
prices. The plan outlay was 9 per cent less 
for higher education than the revised 
estimate for 1991-92, and the provision for 
the UGC was reduced by 12.7 per cent. 

lb conclude, I have tried here to show 
that firstly, Rao’s estimate that the cost 
recovery in higher education in India is 
only to the extent of 1.7 per cent '>s not 
a reliable estimate, secondly, a.« his pro¬ 
posal to reduce the subsidy by half is 
based upon this estimate, the proposal 
also nce^ to be re-examined carefully, and 
thirdly more serious and detailed research 
is needed on each other, in the present case 
education, before any sound policy deci¬ 
sions can be made All this, however, docs 
not mean that there is no need nor is there 
any scope for higher ieveb of cost recovery 
in higher education in India. But reliable 
estimates on the extent to which cost 
recovery can be made should be attemp¬ 
ted. Simplistic analyses produce too sim¬ 
ple solutions to solve the complicated 
problems. 


N«t«*s 

fthants »'e due lo N V varghese and A 
Maihew *bo have gone through the earlier 
version and oflvred comments. | 

1 in several universities, luiiton lee forms only 
about to per ceni ot the total fees paid by 
the sludciils. See. . i*. S .lochana (1991) for 
some recent esideti,.; .n Andhra Pradesh 

2 Thegcneiat meihodulogv ol eslimaling the 
subsidy, not the recover-, raie. is esplained 
by Rao and Mundle ||Q9j, 


3 For ocamiile, according to the suit budget 
documcnii of Haryana, out of the total 
receipts of Rs 37A lakh of the education sec¬ 
tor in 1989-90 was Rs 34.5 lakh. 92 per cent 
was from fees. 

4 li may be noted that if only the stare or cen¬ 
tral and slate governments are considered, i c. 
if local bodies are excluded, my argument 
would be further strengthened. 

5 The study referred to a few selected univer¬ 
sities in India. 

6 Dandckar (1991) however reformulates 
Mishan's views, and argues that full costs of 
higher education should be recovered from 
students. While his proposal requires a detail¬ 
ed debate, it 'may be noted here that he at 
the same time recognised the need for stale 
support for research, and other areas like 
humanities including languages and litera¬ 
ture. etc, which are "socially and culturally 
valuable but which the market will not sup¬ 
port" (p 2635). but also argued for a diver¬ 
sified siniciure for recovery. His proposal for 
full cost recovery allows for recovery through, 
in addition to fees, student loans, etc, anU 
also for deferred recovery. With the given 
Indian markei mechanism, sludrni loan pro¬ 
grammes may also be subject to several pro- 
blems. See Tilak (1992c). 
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The cotmtrtf is at the crossroads. Forces of right reaction have 
become aggressive in their attempt to sell their extreme right, 
commomal fascist solutions to tiie nation. Can't the Indian Left 
come up loifii a forceful, united answer? 

To know tiu revolutionary eornmunist response to this 
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NATIONAL LAW SCHOOL OF 
INDIA UNIVERSITY 

Nagarbhavi, Bangalonr-S6() 072. 



ADMISSION FOR 1993-94 SESSION 


NLSIU, the first and the only Law University in India sponsored by the Bar Council of India, offers 
Legal Education in multi-disciplinary context at the Under graduate and Post-graduate levels. It 
is a residential University and provides Hostel facilities for boys and girls. It is managed by a Gover¬ 
ning Council of which the Chief Justice of India is the Visitor 


The University Offers: 


I. B.A.,LL.B (Hons) ; A five-year integrated Programme preparing students for the Bar 

and varied careers in law'. 


(a) Eligibility : 10 + 2 School examination or equivalent with not less than 50% 

marks; Students taking qualifying exam in March/April 1993 are 
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Candidates) 

(c) Admissions are bxsed purely on combined merit, based on the performance at the All 
India Admission lest to be held on Sunday, 2nd .May, 1993 at Bangalore, Delhi, 
Bombay and Calcutta and an interview at Bangalore. All admi.s.sions w'ill be completed 
on or before 30th June. Classes begin on 1st July 1993- 

For Application Form write to the Registrar at the above address with a Bank Draft for Rs. 200/- 
payable to the NI,S1U at Bangalore. Issue of Applications w'ili crimmence fn>m 10th March, IO 93 . 
Last date for receipt of completed Applicattons is 17th April, 1993. Pre\ious Years’ Test papers 
are available from office at Rs. 10/- per copy. Send Bank Draft for the amount. 

2. The University also admits students for L1..M.. M.Phil, Ph.l) (.Social .Sciences) and LI .1). 
Degrees. 

3 . IWo Year Master of Business Laws (M.B.L.) Degree through correspondence for B.Com.. 
LL.B., M.B.A. Comp. Secy., Chart. Acer, persons. 

For details write to Registrar with self-addrcs.sed stamped envelope. 
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Now, a distinctive housing scheme 
from Unit Thist. 


How will the .schemo work? 

'. Ill' TruV. l.a'- ihd i!ii v.iM ili'I'i , 
aim \m!; laM' 'iHI li ii'ill: 'lir- i 
>'(‘11’ iiAfstini'ii! .itivr I'.iiir yciiri .ir 
liiiir liiiii ■■ after .a'da. •>'ar'- riitiil'. 
I'DlicCteii Irmii till- srlii-llii- will lit' 
iiivi Nti'il 111 a iliviTsilKd [mrtl'ilii' 

I'V t 'TI 

■ra.ji 'Iiii-a will i'ii(li-ii\ii!ii' In ri’iiiiy 
till’ inaii aii'l intiTrst iiiit ul caiiital 
aps'ri'fidii'ii If ttiiTi- IS a sliiirlfall. 
ihe iini"-t(ir will la- roi|iiirc(l In pay 
till' liillfi'-nci' Stiiiiilil tiii'ri' hr- a 
surplus, It will 1)1' paiii ti‘ tin- 

III' I'-ll'T. 

of th« schemr 

• Opi'i, I" all iniliMiliials aiul Vlils 



• .Miiiiiiiiiiu iiiv'siiiii’iit is Ks.2(i'ill 
Ui' I'ill ■ 'll l.iia' value Ks lOd' and 
iniiltipli's ’.f Rs lil'Ml therearti r. 
Tlicre is till Mia'tiinuiti. 

• Sale iitid repiireliasc price', of I'liits 
l)a.se(l DM Nfl .\.s.si't Value 


• No repiireliase lor a peri'ui of fi'>e 
years e\eep! iiiider spi'eial 
eircutiistaiiees. 

• Huii.silij:. loan,- suliiei I to a eeilii'y; 

Ilf Rs i, laklis Till' Inai! period is 
ten .vear;.. 

« No dividend will lie declared 
liieome earned will be pli.uif>hed 
back for I apital appieeiatioi! tu 
repay loan and interest 

Foi tree liruelmre iiimiae.t any 1'nit Trii.sl 
'iffiee. t’tiii'f Repre.sentative, Agent or 
HDFC offiee. 

UNIT TRUST 
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Al the servic.c ot 24 million Unit holders 
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SCHEME i Variable Recurring with benefits 
Upto 75% Withdrawal | Tern< Deposit, 

by Cheque instantly. I 


JAMA YOJANA 

Automatic Renewal of Deposit. 
Partial Withdrawals in Units. 


■ Idea! for IndivuioaK, I irm>, C orporafe 
Bodie.s, Assotiri'cmb, frusis and Others. 

■ Minimum deposit is ks. S.0(K.t •. Kept in 
unitsofRs l.fKKt , Multiple Ims 
accepted Mmiiv.um period ■ 4i. days. 
Maximum period - '* years. 

■ Automatic Renewal of di'posit aftei 4fi 
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initial period 
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allowed. Minimum los^ in premature 
withdiawals 
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■ Ideal SI herne tor 
Individuals: for easy 
liquidity 

• Minimum deposit 
Ks. K),()()()/-; 

Minimum period - 1 yeais. 

■ Novel facility )o; issuing 
(heejues upto 7.^'^ ot 
deposit amount 

>1 Deposit ot c asivi lieipjes m 
ih(- ao. ount allrmed 

■ I’avment belore maturity al 
.» nominal penalty 

■ Nomination lai ility 
asail.ilile. 

■ Mivie Deposit hi heme is 
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M’iei.ied le jnches of bank. 
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Businessmen, Moiisewives, 
ei' 

• Minimum core 'ieposii - 
Ks lOU . iNfiriinium period - 
! veal, plus ootxinai 
losi.iimem \vh'“n*”. :r fiossible. 

■ 'nteresl paid on ail the 
•arcumulated amount. 

■ t^ayment belore maturity at 
a nomina! penally. 

■ loan and nomination facility 
avaiialile 
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Economic Reform: Winners and liosers 

The adverse social consequences of economic stabilisation and 
structural adjustment programmes and the failure of policy-makers 
to anticipate and deal with thent have been a maior cause of 
opposition to these IMI- directcd programmes. An analysis of the 
likely social tronsequences of the new economic policy mca.sures 
adopted in India, particularly thetr impact on the living conditions 
of the working cia.ss population, is therefore of vital importance 
for the contcni. direction and success of the ecisnomic 
reforms. 279 

Gender Distance 

Countries arc no longer ranked just by then pei capita incomes. 

This unreliable indicator is increasingly being replaced by more 
sophisticated techniques. But even these techniques, while ihey have 
helped to focus re.search on subjei;l-specific issues, lump men and 
women lugcthci. They do not examine the differences among 
countries on the ba.sis of the advancement of women. An attempt 
to quantity the gender distance among nations by constructing 
an Index of Women’s Advancement. 29.'i 


Stoking iht* Fire.*^ 

An investigation into the 
communal riots in a tiny .slum 
aiea with a piedoniinanily Muslim 
population in a flombay suburb 
exposes sonic myths propagated bs 
negative media campaigns, 
particularly in the 
rion tnglish press. 265 

I he events of last IJeccmber have 
shown tliai the very factors which 
have been responsible for the rapid 
growth of Sural have also 
undermincJ the communal 
harmony wi.ich had marked 
the city in the past. 262 

Bad News 

The dwindling i(<!e of the public 
secior in health care is a grim 
poitcut for the nearly 
three-fourths of the country’s 
population which lives it-, the rural 
areas and foi the poor 
anywhere. 26'> 


Beverage imperialism 

Small and mcdiiun si/e eniei puses, 
the iraditioiul vehicles of 
innovation and employment, ate 
threatened with econumic 
liquidation b.v tl'.e 
Iransnaiioriaiisatiiin of corporate 
power, .A study with reference to 
the non-aleohiilii. beverage se.-ior 
which IS today controlled b> a 
citilch of '’-10 iransiialional 
conglomerates. 272 


.Seeiilarism Di'valued 

.\ lesson emerging from the leeenl 
hisiorv ol ciiinnuinal politics in 
the couiiiiy is that there is a wide 
gap beiwceti ihe pradice of 
veciilaiism by the niamsircani 
political parties 'iiid its |M.*iecption 
bv the people 3tl7 

Mandal Aiitioipalril 

The programmes ol positive 
discimiinaiion in educulioii, 
employ mem and political 
icpresentaiion reflect a 
lundamenial eontradiitiun in 
ol filial policy-abolishing all 
communal distinctions and 
imparling them with a new 
political relevance at the same 
time An analysis ol ihe experience 
with comniunity-hased rescivaiion 
in ilio l‘>His in the state of 
ftavaniore, which both had a rich 
diversity ol castes aiic. icligions 
and intiodiiced protective 
legislation eaily 28# 

l.'ndoing Hisltiry 

Should the Supreme C ourt, much 
to the govermueni's saoslaclioii, 
ivtfei the uidgmcni that there was 
actually a icinpie ai ihc spot 
whcie the Ifabri mosque had been 
built 111 the With century ami on 
that basis the original temple be 
te biiili /lo.v/ husu. could not an 
em(iirc 10,1 re-claim Us right to be 
tc-estabiished given Ihe concrete 
historical evidence that it 
hail existed as lale as 
46 yeais agi'"’ 259 


LETTERS TC) EDITOR 


Putting an X nwp 
America 

X IS ihc Mun of no)>ation when y<»u cross 
out an option, whoii with your pen, a 
brush, ot even your mind, you close what 
would lemaiii a possibility, l-or niillioris 
of black Americans, life in the US is lived 
under the shadow ot an .\ that, in the 
form of systematic discrimination and, 
chronic poverty, denies the chances ol a 
different future. 

Bui the X IS also ihe symbol of the 
unknown. The charismatic black Icadei, 
Malcolm X. now dead lor neatly three 
dccade.s, adopted an X as his last name 
not only because he was giving up his 
former name. Little, the name of his 
ancestor's slave-owners, (te was also 
affirming the still unclaimed future of the 
new black identity which he foresaw as 
emerging free in a changed world. 

Yet. today, following the release of an 
epic film on Malcolm X that cost $ .13 
million and the growing popularity of X 
l-shirts, caps, even a bag ot X potato 
chips, it is worth asking whether the 
media has not won over the message and 
the market triumphed over the man. 
(There is a new brand of room deodorant 
in Ihc shops now that uses Malcolm X’s 
uncompromising motto to proclaim that 
you can get rid of youi house odours “Hy 
Any Means Necessary"!) l-ai from recall¬ 
ing the cro.ssirig'Out of black history, and 
certainly far from presenting the challeng¬ 
ing vision of a new future, the X has 
become an empty sign, open to endless 
abuse by the profiteering establishment. 

Although all this will not surprise any 
readers in India, it is nut without its 
lessons. And the primary point lies, I 
think, in recognising the X as a contested 
sign, in order to rclleci on it as an open 
enigma in a cultural wai over memory and 
identity. The director of the movie 
‘Malcolm X', the black film-maker Spike 
Ixte. introduces us to that reality in the 
opening .sequence of the film. The screen 
IS tilled by the US flag and, as the seconds 
go by. it begirs to burn. We watch Ihc 
interspersed shots from the video-tape of 
the Rodney Kiut, beating hy Ihe police in 
IjOs Angeles which dispels the romance of 
the so-called American dream and the 
myths about democracy in the contem¬ 
porary .Ameiica, ,As the aiulicMce watches, 
the Hag bums down ii the Iragiiieni .X, 
which is (he film's logo •.nil tin: sign of 
Iht man who had very clearly (mdersioud 
the diflercncc 'vfwcen white and black 
Ameticans. ihai while the white .settlers 
came to I’lyinouih Rock to find their own 


freedom, they brought Ihc blacks in the 
hotioiTi of the slave ships (“We didn’t land 
on Plymouth Rock, Plymouth Rock 
landed on us!' Malcolm used to say). 

If we lake l.«:’s lessons seriously, we 
could ask what would it mean fur the 
Indian tricolour to catch fire on the .screen 
and. undisturbed by the arrival of the 
macho male hero prepared to gush poetic 
sciitimcnis about the nation’s honour, the 
fabric were to burn down till the wheel on 
the flag were nothing but the gutted wheel 
of a child's tricycle lying in a riot-torn 
’muhallah' in Bombay? 

I he coptation of Malcolm's militant 
image and its commercial popularity 
today as an abstract icon offers il¬ 
luminating parallels on the Indian .scene 
where figures have all too easily been 
drained of any radical content and left as 
pure image. Malcolm’s image on a t-shirt 
is found more attractive than any remem¬ 
brance of his anti-assimilationist stance, 
oHered as a cutting denunciation of 
Martin Luther King’s campaign for 
desegregated cafeterias, through such 
famous statements as “An integrated cup 
of coffee is not sufficient pay for four 
hundred years of slave laboui!' In India, 
the likenesses of Sardar Bhagat Singh 
painted as decorative icons on Ihe side of 
lorries and staring at us from the calen¬ 
dars in paan-shops are similarly detached 
from any concrete engagement with the 
trenchant critiques of class exploitation 
and imperial control that was put forward 
by Singh and his comrades. 

To reiurii, however, to the reality of 
black existence in present-day America, i 
want to suggest that even an uliracentrisi 
president like Bill Clinton, in appointing 
four blacks to prominent positions of 


power, has put an X over, or crossed-out, 
the deterioration in racial conditions that 
had gone from bad to worse over the 12 
years of the Reagan-Bush misrule. Fur¬ 
ther, in a period that is as much marked 
by the frightening LA riots as the return, 
however ambiguous, of Malcolm X and 
(he ell .ion of the first black woman to 
the US Senate, we might even regard the 
life of blacks in this country as marked 
by an X in the alternative sense that we 
see attached to (hat obscure alphabet, the 
sense of open possibilities, pregnant with 
change. 

Amiiava Kumak 

Minneapolis, 

USA. 

Ironic 

THE spectacle of captains of industry 
fasting at Ihe Flora Fountain for com- 
munal amity last month made Tor an 
ironic denouement. A good many of (heir 
kind had for quite some time been 
generously contributing to the coffers of, 
and assiduously cultivating on the 
premises of thcii own factories, the very 
fascLsts who now had the city in their grip. 

Big business has for long been taking 
recourse to criminal, parochial and fascist 
organisations to undermine mainstream 
trade unions. But the industrial elite of 
our country now seems to have learn to 
its consternation that the rc.serve army of 
louts it had counted upon as pliant shock- 
troops have turned franken.steins. The big 
bourgeoisie faces the chilling prospect of 
having to genuflect before Hiticr-clones 
that it helped create. 

Majaz 

Hyderabad 
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The VCR Way 


T he pressure of the deadlines set by the IMF and 
the World Bank in the pursuit of economic liberalisation 
is seen most sharply in the government’s policies relating to 
relaxation of import controls and reduction of import tariffs. 
The goal was to open up the Indian market for capital goods 
to begin with, but the focus is already shifting to consumer 
durables. 

Apart from generally freeing them from import controls, 
the customs duty on machinery and project imports was 
brought down in the 1992-93 budget from 8S per cent to 60 
per cent in the first instance and then to 55 per cent. There 
are several items of machinery which carry 40 per cent or 
35 per cent or even lower rates of duty. The Chelliah Com¬ 
mittee on Tax Reform has now suggested that the duty be 
brought down further. As a result, the viability of domestic 
machinery manufacturing units such as BHEL, which have 
been built up through purposeful policies of import substitu¬ 
tion over the years and which have generally proved their 
technological capabilities, is under a severe threat. This was 
by no means unavoidable. Better thought-out policies for 
fostering internal competition and encouraging technology 
transfer and absorption in selective high priority industries 
and areas would have produced more enduring results, in¬ 
cluding in the pursuit of the goal of technology upgradation. 

In a major pre-budget exercise the government has now 
liberalised baggage rules and permitted import of silver up 
to 100 kg per passenger and reduced the customs duty from 
225 per cent to 150 per cent on as many as 35 items including 
fas machines, VCRs, personal computers, video cameras, 
cordless telephones, refrigerators, washing machines, cooking 
ranges, air-conditioners, TV sets, typewriters, juice extrac¬ 
tors, domestic food processors, vacuum cleaners, coffee per¬ 
colators, humidifiers, electronic musical instruments, por¬ 
table machinery lamps and electric blankets. .^ limit of Rs 1.5 
lakh per passenger has been prescribed for import of these 
items, in addition to the duty-free allowance and other con¬ 
cessions available to passengers under the baggage rules. That 
this is the thin end of the wedge for altogether freeing con¬ 
sumer goods from import regulations is indicated by four 
other concessions which have been introduced simultaneous¬ 
ly. First, the condition of a minimum stay abroad for effec¬ 
ting imports under the baggage rules has been dispensed 
with. Second, the five-year ban on sale of goods so imported 
has been removed. Third, 21 items have been denoiificd under 
the relevant chapter of the Customs Act as a result of which 
trade would no longer be burdened with the requirement of 
documentation of imported items. The.sc items include 
fabrics, watches, synthetic yarn, alcohol, cigarette.s, fountain 
pens, perfumes, tape-recorders, transistor radios, cameras, 
TV sets, electronic calculators, VCRs/VCPs, video cassette 


tapes and zip fasteners. Lastly, 10 items hitherto considered 
sensitive for checking smuggling have been taken out of the 
purview of section 123 of the Customs Act so that persons 
found in possession of these goods will no longer have to 
prove that they have been legally imported; the onus of proof 
will be on the customs authorities henceforth. The goods in 
this list include cosmetics, cigarettes, transistors, synthetic 
yarn, cassette tape recorders, VCRs/VCPs, TV sets and 
electronic calculators. 

The attempt to satisfy the appetite of the rich and the 
upper middle class for imported luxury consumption goods 
makes little sense even from the standpoint of the govern¬ 
ment’s own objectives of stabilisation and .structural adjust¬ 
ment. First, larger imports of consumer goods which have 
no role to play in promoting exports or in augmenting 
domestic production capacity can only add to the balance 
of payments difficulties. Se' ondly, the permission to import 
gold and silver will in particular have an adverse impact on 
the balance of payments. Liberal imports leading to reduc¬ 
ed domestic prices arc bound to augment the already near- 
insatiable demand in the country for gold and silver. 
Clandestine import of silver is placed at around 1,800 tonnes 
and of gold (including now the flow via NRIs) at 2(X) tonnes 
annually, together accounting tor about $ 3 billion. The hope 
that legal import of the precious metals will contain smug¬ 
gling has been belied in the case of gold; the case of silver 
will be no different. In any case, from the standpoint of u.sing 
foreign exchange for development purposes, what difference 
does it make whether gold and silver arc imported legally 
or smuggled in? The end result is the same—waste of foreign 
exchange. 

Thirdly, the liberal consumer goods import policy will 
worsen the recessionary conditions in Indian indu.stry, 
brought on by the stabili.sation and structural adjustment 
policies and which have affected the consumer goods sector 
most severely. The contention that the 150 per cent duty is 
still high enough to protect domestic industry flies in the face 
of reality. The . ich and the upper middle class have not been 
baulked in their craving for imported consumer goods, by 
even import duties of 225 per cent or more in the pa.st. The 
reduction in duty is likely to open the floodgates. Fourthly, 
some of the consumer goods and a wide range of compo¬ 
nents and spares for such goods arc produced in the small- 
scale sector which hap|>cns to be the only segment of Indian 
industry to have shown any employment growth in the 198()s. 
At a lime when employment growth in the organised 
manufacturing sector has been poor—and will continue to 
be so for years—the economy requires to safeguard employ¬ 
ment opportunities in areas where it is possible to do so. The 
set-back caused to domestic indu.stry- small, medium and 
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large alikc~b>' liberal import of consumer 
durabtca is sure to hurt the already nig¬ 
gardly rate of employment growth in the 
non-farm sector. 

I'lnally, the domestic saving rale will be 
a victim of the duniuge caused by the 
policy ot pet milting libcial import ol 
gold, silvei arid coiisumei goods. As it is, 
the saving rale has stagnated duiiiig the 
whole ol the I9t<0s While the public sec 
lor did coniribiiie to the deieiioiation in 
the overall saving rate, the rise in the 
household sceior's .saving rale has also 
been negligible. (I-.vcn that inerease was 
due to the .substantial diiect and indiicct 
fiscal and other subsidies received by the 
households. In fact, the negative saving 
of government administration was to an 
extent attributable lo tliese subsidies.) The 
counlerpari of inadegiiaie saving was the 
strain on the balance ol payments, the 
phenomenal increase in the eurrciii ae- 
count deficit and an unsusiaiiiable level 
of foreign debt. Those who may consider 
this picture as somewhat cnc.-drawn need 
to have it pointed out to them that Ifie 
value of smuggled g<K)ds--gold, silvci and 
consumer durables--would work inn lo 
not less than S 4 billion oi Ks l2,(Kl0eiore 
a year, which is nearl> 2 peiceiitagc points 
of C'tDP at current maikei prices 

EXCHANGfc R.ATi: 

End of Stability? 

THl; relative stahilitv in’the exchange tale 
of the rupee vi\-a vi.\ the l.'.S dollar in ihe 
open market, obscived since the introdue 
lion of the liberalised esehange rale 
management system (I I.R.M.'s) in March 
1992, has been badiv disiuibed. T he mid¬ 
day foreign f-.sehange Dealers Assona- 
lion of India (l-EDAI) middle rate had 
dipped to Rs J3.M per dollar on KTn uary 
11, against ihc official late of Rs 26.20, 
thus opening a spread of 2S pet cent bet¬ 
ween Ihe two rates. Then- w.is only a 
marginal correction tiie iicsi day when the 
FEDAl rate was Ks pei dollar. This 
implies that in relation to the official ex¬ 
change rate, the rupee stands depteciaied 
in the open market by about 22 pei cent, 
or that the dollai has appreciated in rela¬ 
tion lo the rupee by 28 pet cent. I he of- 
Ticial late of exchange ol the rupee, which 
was initially set at Ks 25.89 pci dollar 
when I.tiRMS was introduced, svas chaiig 
ed lo Rs 26.20 per dollai on Dcceinbei 4. 
1992, a depreciation ol 1.2 pet cent. Ihc 
lowest rupee rale reached earlier iii ifie 
open iiiarkei on M.iich 24. 1992 ai 
Rs .11.47 per dollar had a spread of 21.6 
per cent over the ihen pievuiling offieiul 
rate. The cuitciii depreciation ot the 
rupee, whief: began about a week ago and 
which woiks oil! to about 22 per cen’ in 
relation ic tfie cinient official exchange 
rate, is thus unpie,.edenied. This is in ;id- 
dition to the IS l‘) pet cent iwo-step 


depreciation effected in July 1991. In other 
words, there has occurreni a total deprecia¬ 
tion of about 4.1 per cent in the value of 
the rupee \ii-a-vis the dollar since (hen. 
More significantly, the cost of imports 
(olhei than of specified goods, namely, 
etude oil, diesel, kerosene, fertilisers, 
licensed lile-sasing drugs and ei|uipmcn(. 
iinpoiis to meet governmeiii departmen¬ 
tal needs, imports by advance licence 
holders and imports (hrough ilie erstwhile 
f \IM scrips) has risen by aboiil 75 per 
cent due lo the exchange rate changes. 

I he 28 pet cent spread between the 
open market rate and the ofticial rate has 
iiirned out to be tar in excess of the 15 
,-ier cent spread the government had hoped 
would be maintainable. No doubt, after 
the first two months of the intioduclion 
of l.f-RMS when it was around 20 per 
eeiii, tor about nine months (May 1992 
to .lanuaiy 1991) the spread had remain¬ 
ed stable ai around 17 per eeiii wiih the 
open inarkei rate for ihc rupee ranging 
beisvecn Rs .10.10 and Rs 10.50 per dollar. 
Ill laet, it was reported that the Reserve 
Rank bad had even to miervene m the 
marker several limes and buy dollars so 
as 111 ensuie that the spread did not nar¬ 
row beyond a point. The eurrcnl spell of 
lupce depteciation has been altribuicd to 
spivulaiion that so-called full convertibih- 
(s or at least a lUlio of 80:20 instead of 
the picseni f>0:40 is in the offing, which 
lias led lo delaying of inward remiituiiees 
of export earnings. 

Hut that is only a part of the eutieni 
story. fJeavy import demand, including 
demand for oil purcha.se, has placed eon- 
sideiable piessurc on Ihc rupee and accor¬ 
ding to reports, the Reserve Bank has 
slapped an informal check on large im- 
piiii deals being put through without its 
prior clearance. The point is that if the 
tundamenials of the balance of payments 
siiuaiion mean anything, the stability of 
the iiipec, artificially su.stained by a varie- 
ly of special eireumstanccs, had to come 
to an end It had been argued that with 
policy changes such as the partial floating 
of the rupee and the permission to import 
gold bv NRls. the havala rate for the rupee 
would he held in check and the inward 
remittances through official channels 
would rise. There is, howevcr,.no evidence 
of any such accelerated inflow. Reserve 
Bank data for the first half of 1992-91 
suggest that net receipts from invisibles 
fell by $ 288 million as against a decline 
of S 178 million in ihe fust half of 
lV/1-92. Likewise, the FCNR/NRE 
deposit accoiinis continued to show an 
oiiillo until October 1992. Nor have 
exchanj," reserves been bolstered by the 
loreigi) trade account, for during the first 
nine inoiiihs of 1992-91 Ihc trade deficit 
more than doubled to $ 3,555 million from 
S 1,628 million during the corresponding 
period of 1991-92. In the initial flush of 
the scries of external sector policy changes 
and the sizeable addition to the country’s 


foreign exchange reserves, even if largely 
through borrowings, there occurred a 
somewhat faster inflow of export receipts. 
The faster flow of export receipts was also 
induced by the increased cost of export 
credit in India. As for foreign inward 
remittances, while some impetus may have 
been derived from the reduction in the 
iclaiivc attraction of the havala market, 
this would have been substantially offset 
by the demand for foreign exchange to 
finance gold imports to the tune of about 
100 tonnes, or the equivalent of $ 1.13 
billion, by NRls. 

Overall, the larger foreign e.xchanjib in- 
tlow on account of quicker repatriation 
of export receipts or larger inward remit¬ 
tances through official channels would 
have, if at all, made a negligible contribu¬ 
tion to Ihc supply of dollars in the 
exchange market during the year. The 
Reserve Bank's last Annual Report for 
1991-92 had referred to three important 
factors which had helped to contain the 
demand for foreign exchange, namely, 
si/eabic forward sales by banks, (he 
more-than-aniicipaied level of liXIM 
scrips available in the market and delayed 
response to the import liberalisation 
measures. The report had warned that 
once (he import demand picked up. 
pressure on exchange reserves and hence 
on the free market exchange rate would 
begin to be felt. Though imports rose by 
16.5 per cent from $ 14,272 million dur¬ 
ing April-December 199] to S 16,631 
million during April-December 1992, at thLs 
level of imports, the lost ground during 
1991-92 when there had been a l®.2 pei 
cent absolute fall in imports in dollar 
terms, had still not been eovcied. Imports 
were $ 17,961 million during April- 
December 1990, or 8.4 per cent above 
those of April-December 1992. It is to be 
expected that with rapid and wide-ranging 
trade liberalisation, imports would have 
picked up in the last quarter of 1992-93 
and hence the pressure on the foreign 
exchange market. More significantly, the 
other two factors which had contributed 
to the rupee's stability up to January 1993 
have slowly evaporated. There arc no hard 
data on the latest position regarding the 
forward sales of the dollar to authorised 
dealers by the Reserve. Bank. Such swap 
transactions, which were suspended tem¬ 
porarily on February 19, 5992, were 
resumed on March 3,1992; as on June 10, 
1992, the outstanding swap deals were ol 
ihe order of S 2,051 million. The bulk of 
these would have matured by December 
1992. l.ikcwise, there is no direct informa¬ 
tion on out.standing EXIM scrips. It was 
reported .sometime ago that the amount 
was about Rs 2,500 crorc, but now it is 
.said to be much larger, about Rs 4,.Mf0 
crore, and in any case the period for 
utilisation of EXIM scrips has been 
extended up to the end of this month. 

As these special factors lose (heir 
impact, the rupee will now face incieas- 
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growth and the sharp pick-up in imports. 
Under the LERMS arrangement, im¬ 
porters other than those in the specified 
category have to meet titeir foreign 
exchange requirements from the open 
market and the free market excliangc rate 
has to match demand fur and supply of 
foreign exchange. Destabilisation of the 
free market can also be caused by a rapid 
erosion of official holdings of foreign ex¬ 
change assets—that is, by the possible in 
ability of the Reserve Bank to cITcciively 
intervene in the market. The current 
holdings of foreign currency assets and 
SDRs at S .^.3 billion —the bulk of which 
is borrowed'-constiiute less than three 
months' imports of goods and services 
and, despite an inflow of S I billion under 
special financing, foreign reserves have 
declined by about S 4.^0 inillion since the 
beginning, of the cut rent ruiancial year. .\n 
ominous portent, undoubtedly. 

SEED POLICY 

Emphatic Protc^st 

I'HE Karnataka farmers' protest against 
the entry of multinationals into the 
agriculture sector and especially into 
the business of seed production and 
marketing and its repercussions on the US 
multinational Cargill Seeds whose 
Bangalore offices were ransacked ought 
to be an emphatic signal to the govern¬ 
ment to rethink its seed policy and its 
stand on the Dunkel proposals on plan: 
breeders’ rights. For, the attack is an out¬ 
come of a growing multi-layered and 
increasingly desperate movement against 
the government's policies in the agri¬ 
cultural sector. 

Way back in the eighties Karnataka 
farmers had spearheaded a movement 
against the World Bank-sponsored 
eucalyptus plantation scheme and, backed 
by a body of well-researched data, had 
been able to stall the programme. The cur¬ 
rent movement is an echo of the rumbl¬ 
ings among the farming population 
elsewhere. The entry of multinationals 
into the agriculture sector through such 
related activities as food processing has 
yielded few ol the much-advertised 
benefits for farmers. Fur instance, Pepsi's 
promise of developing and introducing 
new varieties has hardly materialised while 
it has on the other hand managed to do 
extremely well in its soft drinks ai.d potato 
chips production units. Cargill Seeds too 
has failed to keep its piomise—its 
sunflower seeds, claimed to give high 
yields of 16 quintals per acre and sold at 
four times the price of Indian varieties, 
have flopped with yields even lower than 
the regular varieties and with a fertiliser 
input four times the normal. 

The development and production of 
seeds in India has largely been in the state 
sector with the national and state seeds 
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marketing and distribution. Now private 
firms are hooking up with multinational 
seed companies which are involved in 
extensive seed development projects all 
over the world. Their entry is ba.scd on the 
assumption that India will accept the 
Dunkel proposals on allowing the paten 
ling of genes. As has been pointed out bv 
several experts, this will inevitably lead it> 
multinational companies' monopoly on 
all luture developments in plant bieedmg. 
This will not only have a divisiruus impact 
i>n the agriculiutal econoniv —with the 
price of an essential input like seeds 
becoming vulnerable to market Huctu.i 
lions and commercial concctns—but w ill 
pose a grave threat to the country's food 
security. For, the release of seeds at the 
appropriate time is crucial to the produc¬ 
tion and availability of food and the 
securing of millions of livelihoods. 

At the same time, however, it is essen¬ 
tial to keep in mind that at least a pait 
of the threat posed by multinational com¬ 
panies now would have been countered bv 
a dynamic process of research and its up 
plication in the public sector. This has not 
often happened, fior instance, the long 
awaited high-yielding variety of tur dal 
developed by IC7RISAI is being taken up 
by commercial seed companies. Hut its 
high cost has meant that instead of the 
variety proliferating, only rich farmers are 
beginning to grow it us a cash crop. The 
link between agricultural programmes and 
policies and research has been so tenuous 
that it has neither resulted in wcll-diiected 
and relevant research work, nor have the 
programmes made extensive use of 
research findings and output. Even whilc 
thc entry of multinationals Into the 
development and production of seeds 
must be oppo.seci consi' tcntly, iheic is an 
urgent need to revive and icvttalise the 
participation of public institutions in 
this field. This in turn means a l.irge- 
scalc mobilisation of people in these 
institutions. 

T HE BUfKlET 

And Everything Else 

THIS is budget eve .season and specula¬ 
tion is rampatit on practically every a.s[X‘ct 
of economic policy. Purchases and sales 
of goods are postponed because the 
budget may alter excise duties. Import.^ of 
capital goods as also intermediate pio- 
ducts are delayed to take advantage ot the 
likely reduction in cu.stums duties. Invest 
meat in plant and equipment in many 
instances awaits possible changes in the 
rate;, of depreciation, investment of sav 
ings in Tinancial assets is held in abeyance 
in anticipation of restoration of .some of 
the saving schemes which were done away 
with in the 1992-93 budget. The slock 
market is awaiting the budget with bated 
breath, though the pre-budget gyrations 
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qm.^iy crunch and the uncertainty about 
the siabihiv of the government. 

; he leiidciicy of finance mini.sters to 
icoiporatc, and take credit fur, a range 
. -.;licy dcciMoni- in the budget speech 
■ ilim'i;li they do not pcriaiii to 
hudeeiaiv policies naturally enlarges the 
scope ot ^peculaiioii on budget-eve. For 
insiaiicc, '.wo aie.is ot policy which have 
rcccnils ceiici.iied iniciise speculation — 
and bisili oi wbicb can be easily delinked 
Iruiii the budg','! arc lull tor enhanced) 
coiivciiibiliiv ot the iu|x*eand the lending 
rates ol banks. Itn; .rniicipaiion of a 
change III the conv.'itibiliiv position has 
(CMiltcd in .1 slow-down in the flow ol 
export u-iniiianccs and in importers 
rushing iLi cancel ilicii loiwaid contract.s, 
which has lequircd ilu- Kcscive Bank to 
intervene in ilie exLhange maikei. Why 
diH'v the cscliJMge tale issue have to be ad¬ 
dressed wiib tlic cei.tial luidgei'.' The same 
question inav be raised about monelary 
policy changes, mu h as a ledueiion in the 
lending laits of coinmeicial banks. 

Iasi yeai the fin.ince miiiislei bad used 
his budge! speech to announce paiiial 
conveiiibility in the form of LERMS, a 
gold bond si licme, some decisions on 
financial sector reform, including the 
wot king ol SLHl and reduction in the 
.statutory liquidity ratio (SLR) of banks. 
Quite a few of these areas belong to the 
jurisdiction ol the Reserve Hank of India 
hut with (he finance minister choosing to 
announce policy changes in respect of 
them along with (he budget, the auto¬ 
nomy and iiidcpendeiice needed by the 
Reserve Bank in ihe.se maUers get diluted. 
Apart ftolii this, the tendency also implies 
a greatci degree ol centralisation of 
decision-making with regard to the whole 
gamut (it economic policies which, apart 
trom riding roughshod ovet the jurisdic¬ 
tions of other policy-making bodies, 
widens the ambit of s|)eculaiion and 
uncertainly. No doubt, there should be co¬ 
ordination among v.imous governmental 
(x 'icy-inaking boclies and among different 
policies. Hut this is not necessarily ensured 
by -e finance minister pronouncing in his 
buagei speech on policy changes in areas 
fat removed Irom the budget it y sphere. 
Interestingly, when it suits the government 
fiscal Icvic; are altered txTorc the presen¬ 
tation of the budget, as has happened this 
veai as well in icgaid to the reduction of 
ciisioins dudes on iiciiis imported as per¬ 
sonal baggage ot those returning from 
ahioaJ. Siniilariy, pie-budget enhance¬ 
ment of piiccs ol coniiolled commodities 
has been a regalai ieaiuic in recent years. 
< Tearly ibe time lias come lor the govern- 
ineni to fottnally recognise the functional 
diffcicniiaiion between various economic 
I'tjlicy aicas -llscal, tnoneiarv, industrial 
and Hade- and to ensure that policy pro¬ 
nouncements on them are made at the ap¬ 
propriate lime without all of them getting 
lumped lugeihcT in the central budget. 


Economic and Bulitical Weekly February 13, 1993 


2^3 



STATISTICS 







Variation (per cent) 


lnd<*a Nuinb«*r» of Wholenalf I'riros 


l.alcst 

Ovet 

Over 

Over 




(1981-82 - 100) 

Wright 

Week 

Iasi 

Last 

March 






30-1-93 

Month 

Year 

1992 

1991-92 1990-91 1989-90 

1988-89 

All Commudiiies 

100.0 

230.6 

0.2 

6-9 

5.9 

13.6 

10.3 7.5 

7.5 

Primary Articles 

32.3 

231.8 

0.3 

1.4 

2.8 

18.2 

13.0 2.2 

4.9 

l^wd Articles 

17.4 

270.8 

0.2 

6.7 

6.3 

20.2 

11.8 1.2 

9.9 

Non-food Articles 

10.) 

219.9 

1.3 

8.4 

3.4 

18.2 

17.0 3.6 

-1.7 

Fuel. Powri, Li(iht and Imbricants 

10.7 

240..3 

2.4 

14.7 

12.6 

13.2 

12.3 3.6 

5.6 

Manufactured Products 

37.0 

228.1 

... 

8.8 

6.4 

11.2 

8.4 11.3 

9.4 






Variation (per cent) 


float of l.ivinx Inrlirca 


latest 

Over 

Ovet 

Over 





Base 

Month 

last 

last 

March 






1992 

Month 

Year 

1991 

1991-92 1990-91 1989-90 

1988-89 

Industrial Workers 1982 - l<K) 

243 

-0.4 

8.0 

6.1 

13.5 

11.2 6.5 

9.1 

Urban Non Maroal tniployccs 1984 ^ l(X) 

203" 

0.5 

10.9 

5.7 

13.5 

ILO 6.9 

8.2 

Agricultural labourers July 60 to 

1.099”’ 

-1.2 

11.0 

5.0 

19.3 

7.5 3.2 

11.4 

June 61 lUO 












Variation (per cent in brackets) 


Money and Uankinje 


Latest 

Over 

Over 

Over 





Unit 

Fortnight 

last 

last March 31, 






{22 1 9)1 

Month 

Year 

1992 

1991-92 1990-91 1989-90 

1988-89 

Money Supply (M.) 

Rs crorc 

3.53.855 

3,631 

45,790 

38.771 

49,560 

34.486 17,457 

28,959 




(LO) 

(14.9) 

(12.3) 

(18.5) 

(14.9) (19.4) 

(17.0) 

Net Bank Credit to (loverninent Sector 

Rs crotc 

1.74.937 

4,483 

11,514 

16.643 

24,589 

23,048 20.676 

12,105 

Bank Credit to Commercial Sector 

Rs crotc 

2.12.975 

4,061 

33.314 

21.910 

24.173 

21,443 23,822 

20.395 

Net Fureisn hxch Assets of Banking Stvfor Rs crore 

16.423 

-32; 

1.314 

3.104 

10,098 

1,915 - 149 

1.128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,62,5.50 

885 

39,487 

31,792 

38,217 

25,583 26,809 . 

21.897 




(0.3) 

(17.7) 

(13.8) 

(19.8) 

(15.3) (19.1) 

(18.5) 

Advances of Scheduled Commercial Banks 

Rs crotc 

1.46.025 

3.545 

25.031 

20,433 

9.291 

14.848 16.734 

12.470 



latest 

(2.5) 

(20.7) 

(16.3) 

(8.0) 

(14.6) (19.8) 

(17.3) 



Week 









5-2-1993 







Foreign Exchange Asset- (excluding gold) 

Rs crorc 

13.696 

-391 

3,207 

1,115 

10.223 

-1,383 795 

646 


US $ mn 

5.190 

-173 

1,109 

531 

3.383 

-1.137 -1,354 

886 

Index Nundrera of Induatrial 


latest 







Produotion 

Weight 

Month 

Averages for 

• 

Wnalion (per cent) 


(1980-81 - 100) 


(Oct 92) 1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 

7987-88 

General Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 8.5 

8.6 8.7 

7 3 

Mining and Qiiartying 

II.S 

215.4 

207.7 (3.5) 200.6 (- 1.0) 

0.8 4.9 

6.3 7.9 

3.8 

Manu^cluring 

77.1 

1968 

195.0 1 

2.2) 190.8 ( 2.4) 

1.4 9.1 

8.6 8.7 

7.9 

Electricity 

n.4 

278.4 

261.7 (4.5) 2.50.5 

(7.9) 

8.3 8.7 

10.8 9.5 

7.7 

Basic Industries 

39.4 





3.8 

5.4 9.9 

5.6 

Capital Goods Industries 

16.4 





17.4 

22.4 7.0 

15.9 

intermediate Goods Industries 

20.3 





6.1 

4.3 11.5 

4.8 

Consumer Goods Industries 

23.6 





104 

6.3 4.2 

6.5 

Durable Goods 

26 





. . 14.8 

1.7 12.0 

7.8 

Non-Durable Goods 

21.0 





. . 9.4 

7.5 2.5 

6.2 

Foreign Tradi- 

Unit 

latest 

Cumulative for* 







Month 









(Oct 92) 

1992-93 

1991-92 

l99i-92 

1990-91 1989-90 1988-89 

1987-88 

Eximit 

Rs Crete 

4,38.' 

28,789 

23,024 

43.978 

32,553 

27.681 20.232 

15,674 






(35.1) 

(17.6) 

(36.8) (.29.1) 

(25.9) 

Import 

Rs crore 

4.665 

36,556 

25,611 

47.813 

43,193 

35,416 28,235 

22,244 






(10.7) 

(22.0) 

(25.4) (26.9) 

(10.7) 

Balance of Trade 

Rs crore 

280 

- 7.767 

- 2,587 

3,835 

- 10.640 

7,735 8,003 

-6.570 

Employment Kxrhanf{t‘ StatinticN 


Latest 

Cumulative foi* 






Unit 

Month 









(Sep 92) 

1992 

1991 

1991 

1990 

1989 1988 

1987 

Number of Applicants on Live Kegisier 

T hoti.saiid 

37.171 

37.171 

36.098 

36.300 

34,632 

32.776 30,050 

30.247 

Number of Registrations 

1 housand 

537 

4.188 

4,862 

6.238 

6.S4I 

6,576 5.963 

5.465 

Number of Vacancies Notified 

Thousand 

34 

316 

365 

460 

490 

599 544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 330 

360 

National Income 

Unit 

1992-93 

1991-92 

1990-91 

1989 90 

1988-89 

1987-KK 1986-87 

1985-86 

Gross Domestic Product (current prices) 

Rs crore 



3,50.899 

2.94,755 

2.60,03 

2.33.799 2,08.533 

1.86.723 

Cross Domestic Product (I98U-8I prices) 

Rs crore 

2.21.168 

2.12.316 

1,88.009 

1,70,205 

1,63,271 

1.56.566 1.50.433 

1.44,865 



(4.2) 

(L2) 






Per Capita Income (198() 81 prices) 

Rupees 

2,222 

2.174 

2,069 

1,902 

1,871 

1,844 1,813 

1,790 



(2.2) 

(LI) 






{ * Up to the latest month for the current year and tor corresponding period last year. 


Not available. I 

1 Nofex' (1) Superscript numeral denotes niunth to which figure relates, c g, .superscript' indicates that the Ogure is for January and so on. I 

1 (2) Figiirt:*. in brackrt% denote percentage vanaiion.s over the comparable period of the previous year. 
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IN THI CAPITAL MARKET 


Infosys Technologies 

INFOSYS TECHNOLOGIES, promoted 
in 1981 by professionals having a combin¬ 
ed experience of over 100 man-years in 
software technology and the international 
software market, has focused on high 
margin segments like turnkey projects and 
packages. Its sales have ri.sen from 
Rs 276.44 lakh in 1987-88 to Rs 946.40 
lakh in 1991-92. During the last three 
years, about 80 per cent of the revenue of 
the company has come from exports. The 
company has achieved a sales turnover of 
Rs 10.30 crore, export of Rs 8.2S crore, 
PAT of Rs 2.47 crore and a share book 
value of Rs 40 for nine months (as of 
December 31, 1992) during 1992-93. The 
proni before tax has increased more than 
three-fold in five years from Rs 78.18 lakh 
in 1987-88 to Rs 250 lakh in 1991-92. 
Infosys is the first Indian software com¬ 
pany to have a joint venture in the US. 
Kurt Salmon Associates, the joint venture 
partner in KSA/Infosys. is a S7-year old, 
highly respected, management consultan¬ 
cy company in the US, with offices in 10 
American cities and in eight industrialised 
nations. KSA/Infosys provides turnkey 
solutions to clients in the consumer pro¬ 
ducts industry. Infosys is the first Indian 
software company to produce and market 
DMAP. a large application package for 
the consumer products industry in 
Europe, Canada and Japan. The world- 
famous shoe-maker, Reelwk, has made 
DMAP the worldwide standaid for their 
distributor functions. The package has 
currently been installed in UK and France 
and will soon be installed at many major 
Reebok distributors. Infosys operators the 
lust Off-Shore Software Development 
Centre for General Electric, USA. Holiday 
Inn, Nestle and Bell Northern Research, 
Canada, are some of its major clients. The 
company has a team of 350 software pro¬ 
fessionals drawn from reputed institutions 
in India and abroad. It operates a high 
speed data link between its Bangalore and 
Boston offices to serve clients in the US. 
Infosys plans to obtain ISO 9000 certifica¬ 
tion by December 1993, and achieve the 
following targets by 1995: sales Rs 51.59 
crore, exports Rs 45.93 crore, PAT Rs 9.93 
crore and EPS Rs 29.64 crore. It has 
drawn up an action plan to achieve the 
targeted growth involving an outlay of 
Rs 16.58 crore which is being partly 
financed with a public issue of Rs 13.07 
crore. This sum will be utilised towards 
building a 100,000 sq ft software factory 
to house 1,000 professionals, installing the 
second high-speed data link, state-of-the- 


art hardware, quality initiative and 
employee quarters. 

Krishna Enginec^ring 
Works 

Krishna Engineering Works is a profit- 
earning and dividend-paying company 
engaged in the manufacture of cast iron, 
plain carbon and low alloy steel and 
malleable iron castings, steel forgings and 
hot drawn, short length (40''/l mir) thick 
walled seamless tubes for railways, defence 
and industrial applications mainly foi 
diesel engines, etc, with an installed 
capacity of 3.170 tpa for castings, l,5(X) 
tpa for forgings and 1,500 tpa for sean''...v, 
tubes. KEWl is a prolessionally-managed 
company with eminent people from 
various disciplines on its board; the com¬ 
pany has Gurbachan Juneja as the 
managing director and S K Tuteja as 
chairman. Tuteja, an IAS officer, is the 
managing director of Punjab State 
Industrial Development Corporation 
(PSIDC). Starting in 1983 with a forging 
unit of 900 tpa foi the manufacture of 
defence items, the company has expand¬ 
ed its forging and casting capacity to its 
present level and has also added facilities 
for the manufacture of seamless tubes by 
installing a 600 tonne hydraulic swaging, 
piercing and drawing press (John Shaw 
make). KEWl. has now undertaken an 
e.xpansion-cuni-di versification pro 
gramme involving a total capital outlay of 
Rs 1,200 lakh. Under this programme, the 
company is expanding its casting capacity 
from 3,170 tpa to 7,380 tpa and is also 
undertaking manufacture of plain carbon 
and low alloy steel ingots/billets with an 
installed capacity of 9,450 tpa. The new 
facilities are coming up on newly acquiied 
land adjacent to the existing works at 
Jallandhar city. The contpany is also 
increasing the installed capacity of Its 
seamless tubes from 1,500 t|sa to 4.500 tpa 
by installing a 1,000 ton hydraulic swag 
ing, piercing and drawing prc. • at its 
existing manufacturing facilities. The 
expansion-cum-di versification pro¬ 
gramme is expected to commence produc¬ 
tion from July this year, in view of ihe 
company's network of dealers, the onleis 
in hand (Rs 18 crore) and its product's 
acceptability with major government bulk 
buyers, the company doe.s not envisage 
any problem in .selling its products. The 
company has a history of consistent 
growth. During the year 1991-92, it achiev¬ 
ed a turnover of Rs 9.12 crore regi.stcring 
an increase of 6/ per cent over the 
previous year and posted a net profit of 


: rinlakh, rcgisicring an increa.seof 190 
P'v .'cnt over the previous year. As on 
March .51, l‘)92. the company’s Rs 10 
paid-up cquiiv sli.iies had a book value 
of Rs 27.86 and an LI’S ol Rs 12.09 for 
the year 1991 92. Diinng the current year, 
in the seveii-inoiiil; period ended October 
31. 1992. ihe company has achieved a 
turnover of K.^ (>'’! crore and earned a net 
profit of Rv iakh. As per projec¬ 

tions, the cv>m);,i!iy is c\|x-cting to achieve 
a tuiiiover levc-l ot Rs 12.50 crore for the 
year 1992-9.t and c.iiii a net profit of 
Rs 1.56 lakh. Once the pro(Xisixl cxparision- 
cuin-diversifuaiioii programme becomes 
opeiatioiijl. the level ot operations and 
turnovei arc likel> to legister a quantum 
jump. I he iiirmivei during the year 
1993-94 and l')94-95 is expected to be 
Rs 27.03 criMc and Rs 30.29 ciore rcspcc- 
livcly. while the net profit is expected to 
be Rs 3.04 cioK and Rs 3.12 croie lesivcc- 
tivciy. The l-T’S foi the years IS>92-93, 
1993-94 and 1994-95 is e.xpccied to be 
Rs 6.92. Rs f,07 and Rs 4.19 resjiectively. 
The average P'’!- ratio piesently prevail¬ 
ing in the foigmg and casting industry is 
over 20 In order to part finance the pro¬ 
posed expansion plan the company is 
entering the capital inaikct on l-cbruary 22 
with an issue of 45.90 lakh equity shares 
of Rs 10 each at a premium of Rs 10 per 
share aggregating Rs 918 lakh. f)ut of this, 
the Unit Irusi of India and Industrial 
Finance (. orpoiation of India have agreed 
to take up 'v lakh shares and 2.5 lakh 
sliaies respectively at a premium of Rs 10 
per share totalling Rs KXf lakh and Rs 50 
lakh with a ihiee year lock-in period. 
After excluding 2'v lakh equity shares 
re.served lor piciciciiiial alluimeni to 
Indian mutual tuiids on a competitive 
basis at a pieminm ol Rs 10 |x.‘i share and 
anolliei 70,(XX) shaies that have been 
res''rved for pieleiviiMal alloimeni to the 
employees ot the company, the net public 
otlei would he of .55.20 lakh equity shares 
aggreg.atiii}. Rs 704 iakh. I he issue has 
been luliv iinderwiitien ai the proposed 
pieiimim The company piopo.ses to list 
its shaics ai I iidhiana. Bombay, Calcutta, 
Ahincvlahad and Delhi slock exchanges. 

l*ol\ m(‘chplast Machines 

Polv inccli;;lasi Machines is an 
established companv in profits of the 
I’lasiico (iioiip set lip 14 years ago. 
Known hy its '(lold Com' brand plastic 
picicessmg, machines, the company is 
enteimg the capital maiket on March II 
w'lih u public issue ol 45 lakh equity sfiares 
of Rs 10 each at pai aggiegating Rs 450 
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lakh. It is promoted by experienced 
professionals, V K l^tel (chairman) and 
K R Bhuva (managing director), tlquip- 
ped with a well developed R and D cen¬ 
tre, the company ha.s pioneered the 
manufacture of double colour/triple col¬ 
our marbel effect injection moulding 
machines. It has developed export.s to 
Bangladesh, formci USSR and east 
African countries. The company has tied 
up with HMT (International), Bangalore, 
by appointing it as the company's agents 
for export. The company is setting up a 
project by way of expansion at Savli near 
Baroda (a state- notificii backward area) 
to manufacture 400 machines per annum 
with a capacity catering up to 1,000 ton¬ 
nes locking force, keeping an eye on ex¬ 
port market for higher capacity machities. 
Various world renowned manufacturers of 
pla.stic processing machinery from Italy 
and Germany have shown their deep in¬ 
terest in joining with PMl. for lomt ven- 
tures/technical collaboration. The cost ol 
the project a.s appraised by the banks is 
K.s 9S0 lakh. The project is being financ¬ 
ed with Rs 300 lakh a.s loan/dpg. Rs 30 
lakh as subsidy, Rs 20 lakh from internitl 
accruals and equity of Rs 6(X) lakh. The 
promoters have already rai.sed their con¬ 
tribution of Rs ISO lakh, and for the 
balance amount of Rs 4S0 lakh the com¬ 
pany is entering the capital market with 
an offer of 30 lakh shares for the Indian 
public and IS lakh shares for NRIs. The 
turnover of the company after expansion 
is expected to be Rs l,83S lakh and profit 


COMPANIES 


Jairaj kapadia 

THE lyres company, Ceat, has recom¬ 
mended a 28 per cent dividend for the 
year ended June 30, |092, less than the 
previous year’s figure of 33 per cent. 
However, the dividend is payable pro raw 
on 8S,04,U08 shares allotted on conversion 
of Vih scries debentures, i ollowing that, 
the paid-up share capital ha.s gone up 
from Rs 16.51 crorc lo Rs 22.99 crore, 
while the conversion of debentures into 
equity at premium has yielded R.s .14.01 
crore in the .share premium account, in the 
previous year also a sum of Ks 6.80 crorc 
was obtained likewise on conversion of 
dcbentuies. The amount of R.s 34.01 crorc 
for the year 1991-92 ha.s raised the share 
premium account substantially to 
Rs 48.97 crore. 

The reserves aiuJ surplus total Rs 179.16 
crore at the close ol 1991-92 against 
Rs 130.66 crore iU 1990 91. There is a 
revaluation reserve winch with a further 


before tax at Rs 224,81 lakh. Based on 
projections, the EPS is estimated at 
Rs 2.75, Rs 4.25 and Rs 4.70 in the first, 
second and third year of operations 
respectively. 

Crystal Audio 

Crystal Audio is setting up a new unit 
at Waliv in rhane district in Maharashtra 
for the manufacture of B and W TVs 
(1,00,000 pieces per annum), video 
monitors (50,(X)0). radio transistors 
(2,00,000), cassette recorders (1,00.000) 
and radio ca.sseitc recorders (1.00.000) at 
a capital outlay of Rs 4.75 crorc. To part 
finance the project, the company is enter¬ 
ing the capital market on Eebruary 22 with 
a public issue of 30 lakh equity shares of 
Rs 10 each at par totalling Rs 3 crorc. The 
paid-up capital of the company after the 
present issue will be Rs 4.99 crore. Accor¬ 
ding to Niranjan B Shah, managing direc¬ 
tor of the company, commercial produc¬ 
tion of B/W TV sets has started from 
August 1992 and that of video monitors 
is slated for this April. Commercial pro¬ 
duction of the remaining three items is 
expected to start in 1994-95. The projected 
turnover and net profit as per the ap¬ 
praisal done by Abhyudaya Co-operative 
Bank will be sales Rs 2,241 lakh in 
1993-94 and Rs 5,170 lakh in 1994^95 and 
PAT Rs 87.76 lakh and 401.62 lakh respec¬ 
tively. The issue is lead-managed by PNB 
Capital Services. 

-JK 


adjustment (or the year of a sum of 
R.s 2.40 crore towards depreciation, has 
stood reduced from Rs 20 92 crorc 
previously lo Rs 18.52 crore.- While the 
book value per share, with the revaluation 
reserve excluded, has amounted m-^re at 
Rs 78.76 compared to Rs .54.15 in the 
previous year, following the increase in 
paid-up share capital the return on equity 
despite net profit recording a rise has 
worked out lower at 11.73 per cent against 
15.40 per cent previously. 

3 he fiiiancial ratios have looked a bit 
disjointed also due to increased borrow¬ 
ings and funds employed in busine.ss. The 
turnover ratio has contracted from 0.75 
per cent lo 0.68 per cent and so also the 
letuin on investment from 6.29 pea cent 
to 5.92 per cent. However, the year’s bet¬ 
ter results have been reflected in improve¬ 
ment in I'd urn on sales from 8.36 per cent 
lo 8.66 pci ccni and so also in earnings 


per share from Rs 9.72 to fts Id.l'l Win! 
the Rs 10 equity is currently quoted at 
Rs 106.25. it is being traded lo quite a low 
price-earnings ratio of 10.45. 

In addition to lyres, the company is 
engaged in production of glass fibre, con¬ 
sumer electronics and tyre cord. Produc¬ 
tion of gla.ss fibre at the plant at 
Hyderabad rose by 37 per cent despite a 
two-month suspension of manufacturing 
activity for commissioning the new tank 
furnace which has doubled the capacity 
to 4,000 tonnes per annum. Demand for 
glass fibre products is growing and, with 
the largest fibre unit in the country, the 
company has emerged as the market 
leader with valuable support from its 
technical collaborators, Nitto Boseki of 
Japan. Recessionary conditions affected 
sales and margins of the consumer elec¬ 
tronics division at I'hane. Maharashtra. 
To cut costs and curtail non-viabic opera¬ 
tions the company has offered a volun¬ 
tary a'tirement .scheme to workers. The 
tyre cord division at Gwalior, comprising 
weaving and twisting sections, went in'o 
commercial production in March 1992. 
and the product on sale has been well 
accepted by the market. With the installa¬ 
tion of polymerisation and spinning 
facilities, the plant will have an installed 
capacity of 10.000 tonnes of nvlon-6 
chips, 8,5IX) tonnes of nylon yarn and 
5,000 tonnes of nylon tyre cord. The pro¬ 
ject has been set up in collaboration with 
the world’s largest manufacturer of man¬ 
made fibres, Toray of Japan. 

In tyres, meanwhile, manulactured in 
technical collaboration with Yokohama 
Rubber Company of Japan, market share 
in various categories improved in spite of 
industry over-capacity. In scooter lyres the 
company has ranked numbei one for 
some time, while the launch of CHAT 
Eormula-l steel radials formed the major 
plank of the marketing strategy <n car 
lyres. Regular production of steel radial 
lyres for light trucks also commenced 
during the year. Tyre exports, primarily to 
the US, were a record Rs 49 crore, while 
export of electronics and glass fibre pro¬ 
ducts exceeded Rs 12 crore. However, 
while foreign exchange earnings increas¬ 
ed from Rs 38.10 crore to Rs 61.16 crore, 
the amount expended in foreign curren¬ 
cies went up from Rs 43.32 crore to 
Rs 294.98 crore. 

The company arranged for redemption 
on April 1, 1992 of the fifth and final in¬ 
stalment of Rs 20 per debenture lo have 
fallen due on .series I debentures. It made, 
at the same time, a further issue of 15 per 
cent secured redeemable partly converti¬ 
ble debentures (senes VII) of an aggregate 
amount of R.s 110 crorc. The issue made 
to the shareholders and employees closed, 
as directors state, with “good” response 
on October 31, 1992. The convertible p -.rl 
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‘ks /3'0i eacn ui tiic uciiciiiuio''ui 
Rs ISS into one equity share of Rs 10 at 
Rs 6S premium is to become due for con¬ 
version six months from the date the 
debentures were allotted, and the balance 
amount of Rs 80 will be redeemed in four 
equal annual instalments from seventh 
year of the date of allotment. The issue 
was made to part finance the cost escala¬ 
tion of the projects on hand, namely, 
modernisation and expansion of tyre fac¬ 
tories at Bombay and Nasik, setting up 
of a new tyre plant at Aurangabad, expan¬ 
sion of glass fibre division factory at 
Hyderabad, undertaking of manufacture 
of nylon tyre cord at Gwalior and enter¬ 
ing into manufacture of plain paper 
copters -at Gandhinagar. 

ARLINA SUGARS AND 
ENTF.RPRISES 

Rcconl Production 


’ Dcnetiis oi recently caiiicu out iiuhjci- 
nisation and expansion are now showing 
in the working of the sugar factory. The 
performance of the alum unit has been 
described as extremely satisfactory by the 
directors. But the flour mills continue to 
suffer due to high cost of wheal and lack 
of parity between wheat price and realisa¬ 
tion on finished products. The company 
has an international division whose per¬ 
formance is expected to show improve¬ 
ment this year. The hotel project, though 
delayed, is expected to be ready now. 
Meanwhile, foi further diversification 
with a distillery project, the company has 
been issued by the government of Tamil 
Nadu a commitment letter for allotment 
of 50,000 tonnes of mula.s.ses per annum. 
The project, to cost Rs 15 crore, is pro¬ 
posed to be financed with a further issue 
of equity at a pieniium and also term 
loans from the institutions. 


New Products 

Exports thrust is a striking feature of 

Jura Coats* working during the year 
to March I9'>2. On the financial side, pro¬ 
fits for the year have worked out lower, 
first becau.se of increase in interest charges 
from Rs 14.K8 croie to Rs 21.73 croie and, 
secondly, because the company followed 
a different accounting practice in com¬ 
puting cost of finished goods and process 
stocks with effect from the year under 
review. I'he ptacticc. conforming to 
accepted norms, required exclusion of 
hitherto included elements of expenses 
relating to general administration, finance, 
selling and di.siribiiiion in sKK'k values. 
This resulted in a downward adjustment 
of Rs 11.8? crore in stock values which 
amount was chaigcd to the piofii and loss 
account. This is a non-cash, non-recurring 


Aruna Sugars and I‘nierpri.sc$ also ha.s 
announced for the year 1991-92 an in¬ 
creased dividend of 25 per cent against 23 
pel cent for 1990-91 but which is recom¬ 
mended on the equity share capital prior 
to an i.istie of rights shares following 
which the paid-up equity .share capital as 
at the close of the year has stood increased 
from Rs 184 lakh to Rs 405 lakh. The 
preference share capital has also increased 
from R.s 35 lakh to Rs 50 lakh with the 
issue of additional 25,OiX) shares. While 
increasing the cquiiv dividend, the com¬ 
pany has also extended ihe financial year 
by one month from the end of March to 
the end ol Apiil. 

Higher interest payment and deprecia¬ 
tion charge have combined to bring net 
profit down, while turnover increased as 
sale ol sugar amounted more at 83,712 
tonnes compaied to 79,785 tonnes in the 
; 'cvious year. C'ane crushed at 8,56,670 
tonnes covered a part of the 1990-91 
season and a part ol the 1991-92 season, 
for the reniaiiidei tif the 1991-92 .season, 
8,11,433 tonnes of cane was crushed and 
7,97,560 qumials of sugar packed, which 
is described us a recoid by the directors. 
With a recovery of 9.85 per cent, a price 
of Rs 352.90 per lonnt of cane was paid 
against the stale advised pi ice of Ks 300 
linked to 8.5 pet cent recovery. The cor¬ 
responding ligures foi the I99i)-9t sea.son 
were Rs 336 and Rs 280 I evy sugai price 
for the 1991 92 season was fixed at 
Rs 602.71 per quintal against Rs 548.07 
for the 1990-91 .season. The levy lre<: ratio 
tor sale of sugar remained the same at 
45:55. Howcvci. under lateaiishing incen¬ 
tive scheme, the company is lo be cniilled 
to a Higher tree sale quota of 72 pci ceiii 
for sugar manuiactured after May I, 1992. 
Meanwhile, the company has paiiicipaied 
in sugar export made h> the central 
government. 


The Week's (Companies 

Ceat Lid 

Aruna Sugars and 
Enterprises 

(Hs lakh) 

Madura Coats 

financial Indicators 

June 

June 

April 

Maa'h 

Match 

March 


1992 

1991 

1992 

1991 

1992 

1991 

lncom€/expensei/pniUis 

Net sales 

58549 

45324 

6%5 

5172 

50906 

.38655 

Excise duty 

13274 

III09 

47(1 

412 

1816 

1457 

Other income 

2668 

3554 

238 

156 

629 

276 

Increase (deeiease) in v<'ai-end 
finished stocks 

2182 

318 

379 

1243 

1642 

1008 

Raw materials consunird 

38118 

28853 

4754 

4454 

20174* 

I39S5* 

Power arid fuel 

1972 

1468 

59 

72 

3266 

2719 

Other manufacturing expenses 

892 

777 

386 

322 

6773 

5034 

laitiour cosi 

4644 

1777 

436 

390 

7101 

6183 

Other expenses 

7985 

6595 

684 

411 

8255 

S4I8 

Operating profits 

9968 

7873 

1263 

917 

7689 

7670 

Interesl charges 

4897 

4084 

749 

459 

2173 

1488 

Gross profits 

5071 

3789 

514 

458 

5516 

6182 

Deprcciaiuin 

27(10 

104.3 

.333 

232 

1391 

1207 

Profits beloie lax 

2371 

2746 

181 

226 

4125 

4975 

tax provision 


480 

— 


1760 

1708 

Profits after tax 

2371 

2266 

181 

226 

2365 

3267 

Dividends 

620 

5.30 

53/ 

47// 

1081** 

98.3** 

/.iabililies/o.\iels- 
Paid up capital 

2299 

1651 

465/// 

2I9/.A// 

3286*•• 

2I%*** 

Reserves and surplus 

17916 

13066 

1873 

1193 

2681.3 

29641 

long leriii loans 

1.364) 

902.3 

198.3 

2.501 

3725 

3443 

Short term loans 

34765 

2.3664 

2642 

1528 

8081 

6887 

Other liabilities 

16%,3 

12860 

1500 

1075 

11215 

7221 

CiiossTixcd assets 

5128.3 

25499 

48% 

4(Mi8 

58709 

56643 

Aeeumulaied depreeiainui 

9926 

7229 

1776 

1444 

29> 19 

25538 

Inventories 

8155 

5991 

.3102 

2697 

15718 

12709 

Of which finished goods 

4482 

2300 

2H4I 

24t.2 

8813 

7171 

Receivables 

12972 

III52 

289 

.355 

4625 

3225 

Loans and advances 

14184 

11872 

776 

553 

2287 

1862 

Cash and hank balances 

4558 

.3103 

1063 

163 

197 

184 

Invesiments 

2198 

7955 

114 

88 

1192 

294 

Other a-ssets 

1113 

1234 


3.' 

10 

II 

lotal liabililics'as.se(s 

85585 

60264 

8464 

63!’ 

53170 

49389 

key fmancta! tuttos 

Turnover taiio 

0.68 

0.75 

0.;:: 

0 79 

n.% 

0.78 

Relurn on sales */i 

8.66 

8.36 

7.38 

8.86 

10.84 

IS 99 

Return on iiiveslmenl^t 

5.92 

6.29 

6.07 

7.03 

10.38 

12.52 

R' lurn on rqiiily (*'•) 

11 73 

15.40 

7,74 

16.01 

7 86 

10 26 

E.arning per share 

10.17 


4.4K 

12.28 

7 23 

14 98 

Dividend (*/•) 

28 

.^3 

25 

23 

3.3 

)() 

Book value pet shaic (Ks) 

78.76 


5 7 76 

76,75 

32 17 

42.37 

Current market price 

106.25 


70 


310 


P't ratio 

I0.4S 


15 62 


42.88 

- 


• W iihfiui adjuMini; sukSs. •• Rs 2 lakh piL-icrciicc dividend •** Rs I.S lakh picfcrcnee shair eapiial. 
/ Rs 7 lakh prcfeiener dividend. If Ks s lakn prrlncncc dividenj. fff Rs lakh prefereme shaic 
eapilal. till Rs IS lakli prcicrriice share capital. 
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charge, while despite the effect oa the 
year's profits the company has declared 
a higher dividend of 3.1 per cent aggregate 
against 30 per cent previously on the 
po.st-bonus increased paid-up equity share 
capital of Rs 32.71 crore against R$ 21.82 
crorc previously. The increased dividend 
is another feature of the year’s working. 

Exports of industrial textiles, value 
added fabrics and threads amounted to 
Rs %.09 crorc and exceeded the previous 
year’s figure by Rs 32.08 crorc as they 
resulted in net foreign exchange earnings 
of Rs 75.15 crorc. t he company is to be 
helped further in exports with the 
emergence of Coats Viyella, UK, as one 
of the world’s leading textile groups 
following its taking over the 'Ibotal group. 
In addition. Coats Viyella is providing 
very signiricant financial assi.stancc to the 
company in establishing a Rs 35 crore 
ECU at Ambasamudram, Tamil Nadu, to 
export Rs 25 crore worth of yarn and 
fabrics on commencing full-scale opera¬ 
tions by the end of 1993. 

The company introduced meanwhile 
during 1991-92 new products like acrylic 
based awning fabric and synthetic fabric 
for the cement industry, while it developed 
polyester-based fabrics as import substitu¬ 
tion for certain special applications. It 
incurred capital expenditure of Rs 24.16 
crore against Rs 19.28 crore in 1990-91, 
much of it for additional production 
facilities in thread and processed fabrics 
for export. Non-coiivcrtible debentures of 
Rs 7.50 crore were i.ssued to and subscrib¬ 
ed for by the financial institutions, while 
the company redeemed I and IV series of 
debentures of amounts outstanding of 
Rs 35 crorc and Rs 50 crore during the 
year. 

201 H CENTURY FINANCE 

All-Found Growth 

20th Century Finance Corporation 
CK'FC) has posted excellent results for the 
year ended December 31,1992. The direc¬ 
tors have recommended a dividend of 33 
per cent for the year against 27 per cent 
for 1991. Announcing the results, Dev 
Ahuja stated that 1992 had been a year 
of all-round growth foi the company. 
Cross disbursements touched a level of 
Rs 116 crore, increasing 45 per cent over 
1991. Gross assets shot up from Rs 294.86 
crore to Rs 400.80 crore, a growth of 36 
per cent. Cnoss income at Rs 72.68 crore 
(previous year Rs 53.48 crore) and gross 
profit at Rs 37.6.1 crore (Rs 27.72 crore) 
registered growth rate of 36 per cent. 

After providing tor orprcctation and 
non-cash charges of Rs 22.7 crore 
(Rs 20.32 crore) and las of Rs 1.3 crorc 
(Rs 75 lakh), the aflei-tax profits arc 
Rs 13 62 crorc, a whopping increase of 105 
per cent over those of the previous year. 


The above performance translates into a 
cash earnings per share of Rs 41 (Rs 30.4) 
and earnings per share of Rs 15.4 (Rs 8.1). 
a rise of 36 per cent and 90 per cent 
respectively. The dividend, absorbing 
Rs 292.9 lakh, works out to a pay-out 
ratio of 21.5 per cent. The net worth 
stands at Rs 56.78 crore. The book value 
per share stands at Rs 64 against Rs 36.5 
the previous year. 

The performance of the company over 
the last decade has been exceptionally 
good. The current scale of operations arc 
90 to 100 times the si« that the company 
had in 1981. All key performance in¬ 
dicators such as gross income, gross pro¬ 
fit, profit after tax, disbursements and 
assets have registered annual compound 
growth rates of between 40 and 50 per 
cent, despite intense competition both 
from the private and public sectors. 

According to Ahuja. TCFC maintained 
during 1992 its leading position in leas¬ 
ing, while it expanded significantly in the 
consumer finance area. The company h.Ls 
entered into tie-ups for medical equipment 
Tinancing. for equipment of the value ot 
Rs 3 lakh to Rs 100 lakh in individual 
cases. With the opening up of the finan¬ 
cial market, merchant banking and invest¬ 
ment banking have been given an added 
thrust. The company is a sponsor-member 
of the ore E^ichange of India and has 
already completed a number of bought- 
out deals which will be placed on the 
market during the current year. The com¬ 
pany has also expanded its geographical 
reach with the esublishment of eight new 
branches in the west and the south. 

Ahuja announced that the two Joint 
ventures promoted by TCFC, namely, 20ih 
Century Venture Capital Corporation and 
20th Century Kinetic Finance, have suc¬ 
cessfully and independently established 


themselves with dividends declared from 
the very first year of operations. Regar¬ 
ding future plans, he stated the company 
is examining a number of new products, 
such as mutual fund, corporate stock- 
broking, private sector banking, foreign 
exchange dealing and advisory services 
and factoring. Rased on a detailed evalua¬ 
tion, TCFC will decide on entering these 
areas during the course of I he current year. 
He also added that both the venture 
capital and the retail finance companies 
will also be taking up their own diver¬ 
sification and new products. With all this 
ICFC expects to reach an asset base of 
Rs l,(XX) crore and a net worth base of 
Rs 220 crorc by 1995. 

Ahuja further stated that the company 
has had an excellent record of raising 
capital from the markets and rewarding 
its shareholders. He expressed confidence 
in the ability of the company to raise 
resources of a large magnitude from the 
market in the coming years also. IFC 
(Washington) has .sanctioned a loan of US 
$ 18 million amounting to about Rs 54 
crore. The company is also discussing 
similar loans from other international 
agencies such as ADB (Philippines). OEG 
(Germany) and FMO (The Netherlands). 
1 he company’s application for enhancing 
working capital limits is under considera¬ 
tion by the banks. CRISIl. has reaffirmed 
the F Triple A rating for the deposit 
schemes and PI f rating for the com¬ 
pany’s commercial paper. These will 
enhance the resource base of the company, 
enabling it in expand substantially in 1993. 

With a consistent record of growth and 
launching of new products, TCFC is ex 
pcctcd to show go^ results aho in 1993 
and reward its shareholders well in the 
.-oming years. 


ANNOUNCEMENT 

INDIAN ASSOCIATION FOR WOMEN’S STUDIES 

announces the 

SIXTH NATIONAL CONFERENCE ON 
WOMEN’S STUDIES 

Conference Theme: The Dynamics of the New Economic Pt)licy: 
Implications for Women. 

Venue: (iniversity of Mysore 
Dates; May M - June 3, 1993 
Ffir Further information contact; 

Dr Ramrshwari Varma. 

Director, 

Centre for Women's Studies. (OR) 

Institute for Development Studies. 

Mana.saftangotri. .VIYSORF S’?!) (M2. 

I’el: (0812) 22029 . 2<Mri 


Dr. S Anandalakshmy, 

General Secretary, 

Indian A.s.M>ciation fur 
Woinen'.s Studies, 

12, Third Seaward Rd, 

Valmiki Nagar, Madras - MM) 041. 

Tel; 0)14) 111395. 415996 
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Calcutta Diary 

AM 

Total inactivity, the government has decided, is what nirvana is 
about. The government should not see any evil, hear any e\'il, give 
diplomatic recognition to any evil. If evil nonetheless chooses to 
stalk the country, the authorities could not he held responsible. 
Should the nation, as a direct consequence of this seance of 
make-believe, be reduced to nothingnes.s, the prime minister could 
only be philosophical about the denouement. 


THB nation waits for a catharsis. So 
many alternative conjectures are possible 
of the form it might take. The prime 
minister resigns in a great gesture of con¬ 
trition, begging forgivenes of the nation 
for the immense harm he tias dune to it. 
The ruling parly is rent by an upheaval; 
forces arc unleashed who insist that it 
returns to its roots of uncompromising 
seculari.sin. The parties in the opposition, 
united in their deierniination. come hell 
or high watei, not to let the fundamen¬ 
talists make a bonfire of the motherland, 
niobili.se millions and millions of ordinary 
men and women, belonging to all denomi¬ 
nations and no denominations, and guide 
these millions into active combat against 
the barbarians; there are pitched battle.s, 
gory beyond description, but, in the end, 
the point is clinched, dignity and civilisa¬ 
tion are restored to India. Or the justices 
constituting the Supreme Court, with not 
one dissenter amongst them, resign en 
masse to express their scorn and anguish 
at what the established government had 
wrought to the C onstitution ol the land 
and its highest judiciary. 

It is indeed child's play to constriici 
impteen imaginary scripts culminating in 
the triumph of nobility and rectitude. For 
instance, the authorities approached the 
Supreme Court praying that it sends an 
unambiguous message to the Allahabad 
High Court with the following content; 
the two-judge bench considering the writ 
petition for allowing dar.shan of the 
makeshift Katniala structure be reconsti¬ 
tuted and the honourable judge, who, 
before his elevation to the bench, had, as 
a practi.sing advocate, argued in a cognate 
case, way back in I9K6. on behalf of the 
Vishwa Hindu Parishad, be excluded from 
it. Or consider this slight variation of the 
.same theme; alter the judgment of the 
Allahabad High C'uuri had been deli¬ 
vered, the very same evening, the govern¬ 
ment prayed to the Supreme Com t for an 
immediate interim order; as midnight ap¬ 
proached, a judge belonging to the highest 
judiciary helrj couit at his residence, and. 
taking into account the circum.stances. 


issued a directive injuncting the imple¬ 
mentation of the high court order. 

The government, as has been its wont, 
stayed inert. It did not even adopt the line 
of least resistance; it opted for no resis¬ 
tance. By bamboo/ling the Ixft, it suc¬ 
ceeded in gathering enough outside sup 
port to defeat the l.ok Sabha motion of 
no confidence against it. Since it surviv¬ 
ed, and survived without exerting itself to 
any appreciable e.sicnt, there was little 
rea.son to deviate from its stance of non- 
involvement and non-performance. This 
total inactivity, it decided, is what nirvana 
is about, '['he government should not see 
any evil, hear any evil, give diplomatic 
recognition to any tTil. If evil nonetheless 
chooses to stalk the country, the autho¬ 
rities could not be held responsible for 
such a devciopinent. laygical positivism is 
the essence of the matter; what the 
government does not perceive, it has 
decided, it is under no compulsion to 
acknowledge as reality. Pretence, it is con¬ 
vinced. makes it peifect. Should the na¬ 
tion. in the course ol this seance of make- 
believe—or, for the itiaiter, as a direct con- 
.sequence of this make-believe - be retiue 
ed to nothingness, the prime ministei 
could only be philosophical about the 
denouement. A similar attitude of the 
mind has earned lor our cricket team 
laurels in the international arena. You 
win-some-you-lose some, .say our cricke¬ 
ters with a shrug; having said it. they take 
the next available plane to participate in 
a masala match in hdmanton, Alberta - 
or is the name of :hc town Calgarv? In 
the patois of nineteenth ctntury 
diplomacy, demeanour of this genie was 
described as .vr/rig froir/. C.'ertainly you 
cannot fault the government on other 
counts tori rhe .sophistication with which 
the BJP leaders were arrested, treated 
royally during Iheii incarceration and 
finally honourably discharged by a judge 
of some remote subordinaie court, could 
not but evoke the highest accolade. 

It was as if a dress rehearsal was going on 
of a coming event, and the authorities 
were dealing with leaders of the inevitablj 


forthcoming government; the only histo¬ 
rical parallel of the charade was Charan 
Singh’s genuflections at the time of Indira 
Ciandhi's arrest way back in 1978. 

None of these instances of purposive 
descent to bathos however fail to generate 
an adequate momentum for catharsis, and 
the stupendous relca.se ol emotions one 
almost hunkers after remains a non-event. 
The nation slews in meaiine.ss and male¬ 
volence. At one puriiculai juncture, 
unable to bear the fieai any more, the sim¬ 
mering poi will, one dares say. instead ol 
melting away, explode; the grue.some bits 
and pieces of the happenings in Bombay 
and Surat and Ahniedahad are the iiot- 
so-carly warning signals of that final act. 
An alternative possibility could not be rul¬ 
ed out either. Or in hen of one single-point 
explosion, forces might chip away, per- 
severingly, at the integer described as 
India; tomortow and tomorrow and 
tomorrow would creep in this petty pace 
to the last syllable of recorded non- 
nationhcKid; all our yesterdays would, 
dutifully, light the way to dusty death. 

The ordinance the government has pro¬ 
mulgated bears testimony of the death 
which is already a de facto proposition 
and therefore does not require to be 
foretold. By virtue of the ordinance, the 
government empowers itself to take over 
the ‘disputed area’, including those parts 
nil now con.stiliiting wakf property. But 
care is taken nut to declare the area as a 
protected premise. Members of the mino¬ 
rity community are refused admittance to 
it; there is no question of offering them 
the uppurtunity to offer namaz eilher. Ir 
would be silly to refer to Article 14 of the 
Con.stitiition and demand parity of treat¬ 
ment vis-a-vis the majority community. 
The aulhoriiics are being blruKlv iiiindedly 
realistic; since the mosque lias been com¬ 
prehensively destroyed, the site where it 
was situated has ceased to be a place of 
worship. The iiansfoiination of being into 
ntithingness is already a fait accompir, 
there could therefore be no question of 
permitting the Mu.stiins to PiKk in and say 
their prayers; that would be regarded as 
a pointic.ss act of provocation of the ma¬ 
jority coniinunily, giving rise to awkward 
problems ol law and ordei. The reasoning 
IS impeccable. I he rnakesliifi Kamlafa 
structure, even ihc logical positivists ctiuld 
not but agree, is now a dal urn. It may be 
illegal, hui realily is reality. The idols in¬ 
stalled under the garish pink canopy are 
equally a pan of daiuni, so too the lact 
ol priests olleiing prayers eveiv houi on 
the hour to the deiiy/dcitics Muslim 
piavers arc out, hut Hindu danhuns 
should be in. Restituting the honour of 
the Supreme (. oiiri and the digintv ol the 
(.onsMtiitioii do not quite belong to the 
agenda of present considerations. In 'iiiv 
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event, sleeping dogs, as per received 
wisdom, should be allowed to continue 
with their indolence Meanwhile, have not 
the authorities gone out ol theii way to 
seek the opinion ot ihc Supreme Court on 
the quesiion ssheiher the mosque had in 
fact been bulli, lise leniurics ago, on the 
ruins of a temple ' I Ins relerenee to the 
nation''- liighesi jiidieiai y should establish, 
once .ind lor all, the governiiieni's eiedcn- 
lials; il has kept an open mind, it wants 
to gel to Ihc iiKil of the matter. The judges 
are of eouise neilhei archaeologists nor 
historians. I.ven a moron knows that. Hut 
the judges, whose ohjeeiiviiy is beyond 
dispute, despite the c.'iseai entered into hy 
the West Hcngal chief minister, should be 
able to adjudicate between the claims of 
the warring factions of archaeologisis and 
historians. The judges would piesiiinably 
take their time to reach their decision. 
This could not be helped. The judges must 
be permitted to deliberate on the concern¬ 
ed issues in a tranquil and non iime- 
bound frame of mind; justice hustled is 
justice denied. It is a matter of some .sor¬ 
row and concern that, with the arousal of 
people’s ha.scr instincts, some hundreds ol 
our countrymen belonging to the humbler 
species are being killed or manned eveiy 
week, some thousands ol />io/w/»o//r.s 
where fh«;y lived a submarginal bfe are lie 
ing set aflame, and the railway stations in 
the disturbed towns and cities are choc 
a-bloc with fleeing hiimanity who cannot 
quite believe that it is not the darkest ol 
the dark age but only eight breathless 
years away from the iwentyfirst cepiury. 
In the context of five ihou.sand years of 
civilisation this nation is lighifiilly proud 
of, these incidciiis are however not worth 
gelling worked up over. 

Now suppose, much to the govern¬ 
ment's satisfaction, the Supreme Court 
offers the judgment that there was actual¬ 
ly a temple at the spot where the mosque 
had been built in the sixteenth century, 
Htnduiva would then be vindicated in no 
uncertain terms. The law -abiding auiho 
rities, one can -.ct one's mind at rest, would 
proceed to take on hand arrangements lo 
ensure that the original temple, the ex¬ 
istence of which has been validated by the 
nation's highest judiciary, is rc-buili fxni 
haste. Mind you, this regime docs not 
deviate from its position of non-alignirieiit 
though. So, to balance matters, a mosque 
too would be consiruited in reasonable 
proximity !o the spot where the Bahri 
mosque stood prior lo ihe hi;.’h.'ni>oii ol 
December 6. Peace, ihe governmeiii has 
the light to expect, would iticn gU'>hinglv 
descend on ihi.', segrncni oi carili known 
as Ihc secular, democratic, sociali.sl 
Republic of India. 

There is jusi one fly in ihc omtinent. 
Legality is mostly a coijms of citations 
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and precedenis. If. on the strength of sup¬ 
posedly archaeological evidence, permis¬ 
sion be given to reconstruct a temple, after 
a gap of four hundred and .seventy years, 
on a particular site, why could not an 
empire loo reclaim its right to be re¬ 
established given the concrete historical 
evidence that il had existed as late as 
toilysis years ago? The British are having 
a rather lean lime; what with the capers 
of the luyal children and their spou.ses, the 
economy in deep decline and a govciii- 
meiit unable to determine whether Ihc 
Maastricht 'treaty is a garland of charm 
beads guaranteed to take care of all difti- 
ciili problems or a mere rope round llic 
neck to be banged by, they do not quite 
know how lo provide for their next square 
meal. Once the guvcrnmcni of India 
decided lo gram the right to consinici a 
Ramlala temple on Ihc debris of the Bahri 
mosque, British hearts would go pit-a-pai. 
Since Ihe irurjKiri of the CK>I decision 
would be that not only should history be 
honoured hut lhai it should he restored, 
the great Indian empire, dissolved on a 
dale which is yet short of even its fiftieth 
anniversary, would fully deserve lo be 
revived. The decision would in fact supple¬ 
ment ihcCialhraithian doctrine of confis- 
caiiori of sovereignity ol rio-good na¬ 
tions. The British, it goes without saying, 
would be mosi keen to come marching 
hack, and they would have both the 
Cialbraith the-irem and post-Dccembet 6 
legality to ‘upptirl them to the hilt. The 
people of India, Ihe bulk of them, would 
be unlikely to demur; they would be much 
loo busy tearing one another apart. And 
even were they agaimsi the proposal, there 
would be, once more, the United Nations 
Security Council to fall back upon. The 
Security Council, on a request from Her 
Majesty’s government, would convene at 
an emergency session on the midnight of 
August 14-1^ next or even earlier and pass 
a resolution lo the effect that since the 
evidence of archaeology is the ultimate 
determinant of ihe corpus of law in India, 
historical anieccdcnis should be held lo 
be equally sacrosanct in that country; 
since India was, half-a-cenlury ago, a 
British owned territory, she should revert 
to the British; dust thou art, to dust thou 
relurnelh. In other words, a legality, which 
holds iriiernally. should have external ap¬ 
plicability as well. 

ri .' Indians nonetheless are an un- 
prcHlictablc lot. Some amongst them could 
rclusc to accept the implications of the 
acts and decisions of their own povern- 
ment Thev might raise a conscientious 
objection to coining under the umbrella 
of a British prulcclurate for a second time 
in two and a half centuries. They could 
even offer physical resistance, w'hich could 
take the form ol a vague cross between 


satyagraha and waging battle with AK-47 
guns. That would be some bother, so 
much so that the United Nations Security 
Council might have to meet again and 
pass yet another resolution, this time for 
selling up a UN exiKditionary force to en¬ 
force the earlier Security c:ouncil resolu¬ 
tion. Mind you. all such resolutions would 
be passed on behalf of the international 
community. Il could not be helped if such 
an cx|H‘ditioiiary force were to be over¬ 
whelmingly manned by United Slates 
military personnel. At least one section of 
the Indian citizenry- the upper classes— 
would be deeply grateful for the UN/US 
iiiicrveniion. Some of them might >e in 
a desperate hurry to welcome back the 
Ibreign masters. Why must the latter wait 
lor a Security Council resolution even? In 
the latest excursion into Iraq, the US 
fighter planes did not wail for a fresh UN 
resolution; they proceeded on the legiti¬ 
mate assumption that the United States 
ol America is the embodiment of the in- 
lerriaiional community. 

A final thought. Once these prelirni 
naries arc over and they are firmly hack 
in the saddle in India, Ihe British, as a 
mollifying gesiure, might consider despaf- 
ching Niiad C ( haiidhuri. .MBL, as Ihe 
first Viceroy and (iovernor-Gencral 
tollowing the Restoration. 
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lINTFRNATlOJNAL AFFAIRS 


Mahaan Sa Nripatih 

GPD 


India's foreign minister thinks that foreign policy has to do with 
economics. There arc others who believe that all politics has to he 
pedagogy. There are some people in need of being taught a le.sson 
and some others ready to teach the lesson. 


rX')DAY, as wc write these lines on 
January 20, William Jefferson Clinton 
takes over the presidency of the United 
States of America. He is the forty-second 
(or is it the forty-sixth or the nth? I presi¬ 
dent of the land of Macdonald's and Ken¬ 
tucky Fried Chicken. Normally the event 
would not deserve much writing. A presi¬ 
dent is sworn in every foui years in that 
famous country. Nothing much changes, 
it is a bit like the food at Macdonald's. 
It tastes the same from Beijing to Kio dc 
Janeiro. All administrations, whether 
Republican or Democratic, tend to be 
much the same. Yet .so much gets written 
every fourth year when a new administra¬ 
tion is due to be inaugurated on the banks 
of the Potomac that it is mind-boggling. 
One great thing about things American, 
especially political things American, is 
their banality. It is great because it .seems 
to create such a mystique of its own. Once 
Mao Zedong created a mystique of a kind 
in our country when he smiled at or shook 
hands (ot did Iroth) with the Indian charge 
d'affaires in Beijing. Nevertheless, he did 
not and could nut match the American 
mystique. 

There is one major difference this time, 
though. Not because Bill is different from 
Cicorge (or Ronald or John or Lyndon or 
Herbert and so on) but because America 
is. The popular American expression 
cf -.scribing this change is ‘the end of the 
cold war'. It is not easy to understand that 
expression. But the enthusiasm and ease 
with which the third world in particular 
has adopted this expression might almost 
suggest a whole lot of good things have 
happened to our world by that ‘end of the 
cold war', whatever that expression might 
mean. Our world is probably much the 
same, perhaps even worse. But the United 
States is doing well. We have never seen 
that country, .so we cannot say f'jr certain, 
but there is good rea.son to believe that all 
is well at least on IVnnsylvania Avenue, 
Washington DC, if not everywhere else. 

Bill's case is different, we said a mo¬ 
ment ago. let us elaborate on that. There 
is a myth in the ancient Indian Puranas 
that the king ('nripati') ii.sed to send his 
horse around as a symbol of his power. 
Anybody who challenged the horse was 
militarily punished Once this was ac¬ 
complished, the king became the 'chakra- 
vartin' (the supreme king emperor). For 
the first time in its history of two centuries 


and more, America has become the ptswei, 
the only power in the world. Bill is the first 
'chakravartin' of the not-so-brave new- 
world. Bush thought that he would get the 
reward fur making America the supreme 
power (that is, 'etui of the cold wai’ lor 
you). But the American public, much us 
cd to changing cars at regular intervals, 
decided not to reward Bush tor the 
‘achievement’ and to change not onlv the 
president but along with him the ruling 
parly ui .America. I he Republicans have 
lost power altci 12 years of continuous 
rule. However, that does not really mat¬ 
ter. Hill in the new chakravartin' of the 
world. Saddam Hu.s.sain tried, more than 
once as a matter of fact, to stop the trium¬ 
phant Atnencari horse. But to no avail. As 
Bill takes ovci the American empire, he 
can be certain that these minor heroes of 
the Asian and Arab wot Id will be show'ii 
their place. Asia minor was once the name 
of a territory. Now it has become a con¬ 
cept. All Asia is to he treated as a minor. 
Deng has to be taught human rights. (.And 
who understand them belter than the 
killers of ihou.sands ot Asian humans over 
the last five decades? Asians as Illinois do 
not have s|u-cial riglus like those of sur 
vival and pnisfxtriiy us the (-.uropeans and 
the Americans have.) Narasimha Rao has 
to be taught economic ptrlic'y. Fortunatclv 
lor the Americans, they have reliable 
tutors like Manmohan Singh in Delhi. 
That makes the arduous responsibility of 
the Americans a shade easier than where 
human rights ate the problem. But 
‘liberal’ prole.ssoi John Kenneth (ial- 
braith, .so respected in India, has alicadv 
thundered in Delhi that the sovereignty ol 
states who do not behave on the human 
rights question should be suspended; a 
judgment meant essentially lor China ,md 
Pakistan, one prcsiiines. I he 'Islamic' 
world has to be shown its place. So ignoie 
Bostiia, but do not let Saddam get awav 
with anything. Hill, as the first ‘chakravur 
tin’ of the world, lias these oiieroii>- 
responsibilities to handle! 

Ml this does not detract Iroin the main 
fact. The Arnericati position as the 
supreme power is now unchallengeable. 
1'hal is what makes the lorty-second presi 
dent different. Ncvci before in the short 
history of that big nation has a president 
been sworn in to such awe-inspiring 
power. 

But Bill is not the only one to base iliat 


mg. Ill the city of Bombay which is, 

.niise, much smallei than the American 
enipiie, \'e have Bal ( Thackeray) who also 
thinks ol himselt as the emperor ol 
Bombas and it the events of the past 
nioiiih are luken as the guide, is in fact 
thai. His piohleiii, likr' Bill's, is also the 
Miisimis. Ameiicaris wanted to reach a 
lesson to the terstwhile) socialist states. 
1 hey ihd. Now they want to teach a lesson 
irr the Arabs and the Muslims. Br>sni:i atid 
Bal have uireadv --luiwn the way! 

The Sanskiit wools which crrnsliiutc tiie 
title (<f this little note have three words 
preceding them. '.Sa lamya nagari' ('that 
bcuutilui citv’i and of course 'that great 
king' (‘mahaan sa mipaiih’), that is how 
the descri|Uioii inns Bal has demonst 
rated that ol Bomb. i We .saw the cilv, 
ullcgedly cOMiiopoiii.'iii and modern and 
what have you, huiiiing. And Bal was hs 
emperor, kkashington it (we lake it) a 
beaiilifiil ciiv and Bill is the cmperoi 
there! How nghi our 'Hindus' were when 
they argued that evervbodv would learn 
fiom the Hirirliit. Ol course, there are 
Hindus and Hindus Not eveiy Hindu Ciui 
you leain Irorn' Can you? So a .special 
brand ol them was created or has to be 
created. It would seem that it was created 
in Bpinbav. 

When Saddam Hussain nixsicd a ‘spjiiik- 
ing', to boirow (icorge's word (it could 
well have been Bilt's), the attack on Iraq 
followed, it was also descrilK'd as a ‘shott, 
shift lesson’. That was on January 14. 
(Some might argue that making iiedagogy 
an inevitable part ol politics is Deng 
Xiaoping's coiiiribiilion to iiilernalional 
politics.) But belore the Americans could 
talk ot ‘a lesson' for the Iraqis on January 
14, oiii own Bal had said in his paper, 
Saamnu, on Jamiarv II that a lesson had 
been taught to voii km>w- who in Bonrbay. 
Dinesh Singh thinks that toreign policy 
has to do with economics. Bal and Bill (or 
(.ieorge ot I yndiui and so on) think that 
all politics has lo be petlagrrgy. According 
to Bal. as theie weie Bangladeshis involv¬ 
ed in the Bombay mayhem a le.sson or 
two are in order. Bill will learn some 
lessons soon. So lioin Bal to Bill, the 
world looks much the same. I here are 
some people who aie in need of being 
taught a lesson. Iheie aie some others 
ready to leuth the lesson. 

I nloiiiiiiately oi .ithetwise, the people 
III need 'll lessiuis, everywhere Irom 
Bosnia to Boiiihas via Baghdad, happen 
lo he Muslims The great kings, whethei 
Ameiicaii oi Indian, have to dt> the 
un|>lcas.iui |oh ol teaching these lessons. 
Wttli the v.oinmunists finally taken care 
ol. ihe great cilies and the gieat enqierors 
have to lake caie ol the Muslims. I-rorn 
one I’leul v itv to llie vithei. ern|>erors loi'k 
•dike, l-ioni Bal lo Bill theie is very iitlle 
to choose Is theie? 'fiieat' arc the cities 
and 'eica:' .iic the eiti|ietois. 
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COMMENTARY_ 

Bastion of Communal Amity 
Crumbles 

Aftfrhar All Knginevr 

Unplanned and rapid urban growth, the influx of a large 
workforce from diverse regions, the criminalisation of politics-all 
these factors combined to provide an ideal substratum for the 
Hindutva forces to take root in Surat. The riots have to be seen in 
this context. _ 


SUKA'I IS one ainunj; the rapidly in¬ 
dustrialising cities in the country. Until 
recently it was considered a bastion of 
communal peace and harmony. There 
were many theories as to why Surat was 
.so pcacelul. Some maintained that the 
presence of a large number of Muslim 
traders, of all the three communities— 
Khojas, Bohras and Memons—all of 
whom have strong roots in Gujarati 
culture and who have close interaction 
with other Hindu traders, was a crucial 
factor in maintaining the exemplary com¬ 
munal harmony and peace in the city. 
Also, the city, in view of the rapid expan¬ 
sion in commerce and industry had one 
of the lowest levels of unemployment. As 
the local population was not enough to 
fulfil the demand, large numbers of 
workers had to be brought in from out¬ 
side. especially from Andhra Pradesh, 
Kathiawar in Gujarat and Orissa. The 
population of the city increased rapidly 
on account of in-migration growing from 
4.7t lakhs in 1971 to IS.71 lakhs in 1991. 

Another factor contributing to the cor¬ 
dial relations among various communities 
was that the city had no history of com¬ 
munal violence and hence no bitter 
memories of the past, in fact most of its 
people were proud of this heritage. 

The events of December 7 however have 
shown that this atmosphere of amity was 
being eroded gradually by the very factors 
which brought rapid growth and develop¬ 
ment. it is the experience worldwide that 
economic growth and development brings 
in its wake certain adverse con.sequence.s 
also, f-conomic development often gives 
ri.se to violence (class, caste oi communal) 
as it brings about changes in the social set¬ 
up and o!d privileged groups resist this 
change on account of loss of their pri¬ 
vileges. often violently, it is also well 
known that mbanisation results in a ris¬ 
ing crime grupli. Also, in backward coun¬ 
tries like India, development often results 
in increasing the demand for illicit liquor 
(specially in those areas which are under 
prohibition), smuggled goods, etc, giving 
rise lo iiuiiierous illegal activities. 


Rapid urbanisation also brings about 
migration of workers on a large scale at 
times seriously upsetting old population 
balance. What is worse, the migrant 
workers are not rooted in the local culture 
and feel alienated and in turn, consider 
the city as nothing more than a vast tran¬ 
sit camp. They have no stakes in the city, 
nor any emotional attachment to it. 

Surat in recent times has had ail these 
ingredients thus pushing it to the precipice 
of violence. The sustained campaign of 
hatred for the last several years indulged 
in by the BJP-VHP-RSS supplied the 
necessary fuel to the fire under the sur¬ 
face. The Babri Masjid Action Committee 
and other reckless Muslim leaders too 
played with the emotions of Muslims and 
there was simmering discontent within the 
Muslim community also. 

Moreover, Surat had virtually become 
a den of criminals. Many hardened crimi¬ 
nals took refuge in this city as did others 
interested only in making a quick buck. 
Tax laws were openly flouted here. Also, 
the chief minister of Gujarat. Chimanbhai 
Patel admitted people of dubious reputa¬ 
tion to the Janata Dal in order to establish 
his foothold in south Gujarat, it is also 
unfortunate that the city Congress leader¬ 
ship in Sural was appropriated by 
Muslims with unsavoury reputation. I'hc 
BJP began to be seen, in these circum¬ 
stances, as a party with a difference and 
became more acceptable. In the com¬ 
munally surcharged atmosphere in the 
country its Hindu bias made it popular. 

The major industries in the city arc art 
silk, powerloom, textile and diamond cut¬ 
ting. Some large-.scale industries have also 
sprrng up in the city which arc mainly 
capital-intensive. Mo.st of the workers are 
employed on piece rate basis and try to 
put in maximum number of hours to earn 
more. Diamond cutting is flourishing in¬ 
dustry and it employs largely Kathiawari. 
i c, Saurashtra workers. However, in the 
art silk and the powerloom industries one 
finds a large number of workers from 
Orissa, Andhra Pradesh, UP, Bihar and 
lamil Nadu who live in hutment colonies 


which have sprung up in a number of 
places. 

Over the years, the influence of th< 
traditional upper castes, vanias and 
brahmins has declined and the middle 
castes like kanbis. khatris, ghanchi and 
gola ranas have emerged as dominant 
groups. The emergent groups are usually 
more dynamic but less value-oriented; 
they are more hard working but do not 
enjoy a high degree of inner peace and 
harmony and are more communal. It was 
the emergent middle class among Muslims 
in the pre-partition period which brought 
about the division of the country by adop¬ 
ting a communal .stand. It is the emergent 
middle classes and castes among Hindus 
which are becoming increasingly com¬ 
munal and are aggres.sivciy asserting their 
domination. The BJP has offered Ihetn an 
ideology and powers of articulation. 

StJHM, Dl CtMhl.Kb 

The last riot which took place in Surat 
was in 1927. The city remained calm even 
in t%9 when Gujarat was rocked with un¬ 
precedented communal violence. There 
were some skirmishes in 1990 and 1992. 
But riots had never taken place on such 
a scale and with such ferocity. 

As soon as news of the demolition of 
Babri Masjid spread, Surat, like other 
towns became tense. There was atiger and 
resentment among the Muslims. It was 
sought to be capitalised on by one 
Mahmood Pardewala who heads the 
Bhartiya Minot tty Suraksha Sangh 
(BMSS) and is reported to have under¬ 
world conneciiotis. He gave the call lot 
a Surat handh. BMSS is a stitali organisa 
tion with little following among Muslims 
and dalils. Howevet, .some men belonging 
to this organi.sation tried to stop ttaffic 
and force a bandh on unwilling people. 
They .stoned shops and damaged them. 
Near the station there was brickbatting 
from both the communities. 

NearChowk Ba/.ai four shops belong¬ 
ing to the majority community were .set 
ablaec. The Shantinath Dyeing Mill was 
also damaged by the minority community 
miscreants. This invited wcll-organi.sed 
retaliation from the majority community. 
A( about 11.30 am the l^ndesara Housing 
Colony was attacked after an announce¬ 
ment was made from a nearby Kali tem¬ 
ple to 'destroy Muslims'. A mob of near¬ 
ly 2,000 people came cquip|x*d with lathis, 
choppers, etc. They first looted 50 houses 
belonging to the Muslims and then set 
them on fire. They also killed some IS 
Muslims and threw their bodies nearby. 
They first stabbed them, our investigators 
were told, and then btirnt them. Some 
Hindus tried to save the lives of Muslims 
by giving them shelter in their houses and 
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then helping them escape. Many Muslim 
lives were thus saved. Some Hindus even 
tried to prevent the 2,000-strong mob from 
entering the area but did not succeed. 

The manner in which the large-scale 
looting, burning and killings took place 
shows that they were pre-planned. The 
crowds which indulged in killing and 
looting carried weapotis like lathis, 
swords, knives, iron rods, gupties, acid 
bulbs, bottles and stones. Several incidents 
of firing were also reported. Though 
petrol pumps were closed, petrol was free¬ 
ly available and was used for setting shops 
and houses on fire. Some shops belonging 
to the Hindus were also burnt but they 
were fewer than Muslim houses and 
shops. What is also to be noted is that the 
destruction of minority lives and proper¬ 
ties took place not only where they were 
in minority but also in those areas where 
they were either in substantia! numbers or 
even in the majority. Huge crowds from 
outside came and outnumbered them. In 
many cases they were assisted by the local 
Hindu neighbours trw. In many localities 
initially ffindus and Muslims formed 
I'.kta sainities but when the attacking 
mobs came Hindu ncighbouis succumbed 
under pressure or in some ca.scs eveti turn¬ 
ed hostile to the Muslims. 

in several places like Vijayanagar, 
Pandesara, Hidayatnagar, etc, people 
complained that the likely BJP catididates 
for the forthcoming municipal corpora¬ 
tion elections collected information about 
Muslim families with promises of renew¬ 
ing ration cards. This inlormaiioii was 
used to identify Muslim families and their 
houses for burning and looting. Accor¬ 
ding to the report prepared by Kalpana 
Shah, Smita Shah and Ncha Shah, . fur 
each identification of Muslim house or 
shop the informant was tipped Rs l(K). 
And in one locality where the tint was at 
its worst and the most barbaric and in 
human Hindus wrote on their houses *Shri 
Ram - this house belongs to Hindu’ or 
they had the tiles inscribed with Hindu 
gods and goddesses!’ According to the 
.same report. “Fven during the rampage 
utmost care was taken that not an inch of 
property belonging to a Hindu was 
damaged—to the extent that even a wixxlen 
partition dividing a Hindu home from a 
Muslim one would be left unscarred 
whereas the adjoining Muslim home 
would be totally chaired!’ 

According to Mohd Yousuf and Sadi- 
qbhai Rangoonwala, a mob of SOO Hindus 
entered Masjid Mohallah also known as 
Quatar Ciaon at about 7 pm on December 
7. First they set fire to three houses. Then 
they turned towards a daigah and a 
mosque, looted them and set them abla/c. 
Then another 45 houses were targeted, 
looted and burnt. Some houses and a 
mosque were ra/ed to the ground. I hc 
attacking mob had even brought a road 
roller from the municipality alongwith the 
driver to ra/e houses to the ground. In this 


locality too, people like Amrutbhai, 
Dayabhai, Naginbhai and several others 
tried their best to save the lives of Muslims 
by hiding them in their hou.ses. 

A mob of around 20(X) persons attacked 
the huts of Muslims in Kajis Nagat- 
Phatakwadi around 2..f() pm. Ftrst they 
looted the huts and then set 116 of them 
on fire. There is a building called Mehul 
Chambers nearby. The miscreants thiew 
burning cotton from this building onto 
the huts. The Makbai:> Masjid nearby also 
got damaged. They also tried to burn the 
mosque but did not succeed. The attack 
ing mob consisted of Oriyas and Kathia 
wadis. A mob of 200 .flK) consisting of 
Muslims attacked Shaiuinath Silk Mill at 
about 12 pm on December 7. first they 
asked its owner Harshadrai Urijial 
Dakotia to close the null who agreed to 
do so. After this the two communities 
clashed near the comer adjacent to tite 
mill. During this rioting the ininoiiiy mob 
set the mill on fire. I hcy also slabbed the 
watchmen at the gale befoie setting the 
mill on fire. The Hindus then lot'k reseiigc 
by burning eight houses ut the minority 
community from Sangiampura-Cjolkiwad 
area. Both the mobs u.sed burning cotton 
for arson. 

The worst incident took place in Vijay 
Nagar No 2. A 10-12 feet high wall of 
bamboos was erected to picvcni the 
Muslims from running away from there. 
Also Hoodlights wete installed to watch 
the movement of peo|)ie in the area. T he 
attack started on December 7 night and 
lasted until Dcccmbe: 9. A mob of K(K), 
well armed with choppers, iron bars and 
swords came on the night of December 7. 
Sometime before the attack Muslims in 
the area tried to move to a more secure 
place but their Hind., neighbours per¬ 
suaded them not to leave and assured 
iheiii of their salciy The tiiob set some 
2.50 houses of Mu.slims on fire after 
looting them, fhey killed around 70 
Muslims on the 8th luglil. Before moiin 
ling the attack power lines in the area were 
cut plunging the area into darknesi 

The mob raped 1.5 lo 16 women and it 
was said each woman was raped by lout 
to 10 persons. After the rape these women 
were brought out and made to walk 
through the lloodlii niea. It is also alleg 
ed that a video film of the rape incident 
was made. But this could not be confu in 
cd through reliable sources. This may not 
have been true. At least no one has seen 
the video. 

local Imams in Vijay Nagar were 
humiliated and were lorced to say Mui Slui 
Ram’. They were iheii cold bloodedly 
chopped up. In one case a person was 
thrown alive into the fiic. rite heads ol 
some children were sli uck on u sioue and 
they were then lorn to pieces. Old people 
wete also beaten up and killed: some weic 
killed and burnt; others burnt alive and 
thrown down from upper lloors ol the 
buildings. In some cases heads were chop 


pcd. And, in order to wipe out the 
evidence many bodies were cither burnt 
or thrown into nearbv diains. 

In one case the rioters killed an entire 
family of six staying in Sadiiiieham.in 
Man/ll and raped an eight year old giil of 
the family and Vusmiri. IS yeai old. saw 
her molhci Iremg fatally atlacked and (hen 
she herself was stripped and raped bv 
eight to 10 people. An Imam ol the 
mosque was done to death IxTotc the eyes 
ol his wife .Anwari Begum Kulbuddin who 
was then raped. After railing lici they 
threw some innammable liquid on her to 
burn her but she somehrsw suisivcd and 
is in a private hospiial. In another paihetic 
ca.se Jamila Bano, seven months piegnani, 
had the agony of witnessing hei ihiee 
children being hacked lo death. She has 
become meninlly iinlimged and is in 
hospital. Many fliiidii lamilics saved 
several Muslim laniilies Oilier w ise the loll 
would have bei'ii much highei In this 
locality too everywhere one could see Mai 
Shri Ram’, Hindu no mukon written on 
many houses. The maioiiiv ol the iooieis 
were Kaihiawudis. 

UOIINA M.V.IIAI I -X KO'M) 

A mob of nearly 8(X) came lo hiiin thc 
C'hoksi Mills K‘longiiig to Mohamniad 
Hanif. The watchman resorted lo firing 
in the air but could noi stop a mob ol 8(X) 
Iroin entering the mill premises. The 
owner told us ihai they had come wiih 
cotton waste and peiiol In (his mill 95 |h-t 
cent workeis and other siafi arc Hindus 
and yet it was not spared. Before biniiiiig 
the mill, goods were kKiied I he nioh had 
brought a tempo to eaif away the looted 
goods. According to the ownei perhaps 
this act of looting and burping was to 
avenge the burning ot the Shaiiiiiiaili Silk 
Mills al the hands of Muslims, flic owiiei 
siiffeied a loss of Rs 1.5 ciore Other nulls 
and faeioiies looted and huint weie: (I) 
Well-known Silk Mills, owner Kassain 
bhai, loss Rs 25 lakh. (2) W'ag Bakariwalla 
Silk Mills, owned by Firo/hhai, loss Rs ?5 
lakh. (^) Dada Silk Mills, owiiei Aaiil 
Dada, loss Rs 2.5 eioie. (41 Hu/iiri Cold 
Dimk lacloiy, owiiei k!'-hMiibhai 
Hu/uri. loss Rs 25 lakh In Ir.idu Silk Mill 
too, 95 pci cent ol ihe stall are Hindus 
In an iiidusiiial a rea on Udhiia Magdalla 
Road out ot 4(MI iiiiiis only one belonged 
lo a Muslim and that ssas burnt T here 
were 8(XI shops along ihis io,id belonging 
to Muslims ,iiid ;i!l ol them were biirnl. 
All this happeiusi on Deeeinbei K 

Mushtaq AhiiiesI Irotii the (nilshan 
Nagai (l‘iiiisli-sai.il colons- lohl oiii in 
veslig.iiors that the miscicanls first looted 
(he coloiiv on Decemtiei 8 a! 8 pin and 
llic-n KXi houses weic si; on fuc The same 
(las al 5 pin llic police had wild (he in 
males lo lease then houses and had 
assiiicil ilicin dial Iheii houses ssouiil be 
piotccled Bill not a single house could 
Ik' s.ised. 
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Il is a hutment colony and migrant 
workers were staying there. The govern¬ 
ment had given them this land only a few 
months back and hence the residents were 
not registered on the voters’ list. About 
500 people attacked the colony on 
December 8. Before the attack the police 
had picked up around SO persons from 
here. About '261 huts were reduced to 
ashes. It was a mixed colony and people 
of different communities stayed here. 
Some people in the colony told the in¬ 
vestigators that no political leader had 
visited it so far. They bitterly complained 
about political leaders, police and the 
goondas. Amrut Dattu told us poignantly 
that "Gharib ke kondhe par bondook 
rakhkar hi garib ko marie hain" (they put 
gun on the shoulders of the poor to kill 
the poor) and that “sab leaderon ko goti 
mardeni chahiyyd' (all leaders should be 
shot dead). On December 9 the violence 
continued from II am to 5 pm and houses 
in different places were first looted and 
then burnt. Allowing incidents are worth 
mentioning. In Triveni Society SO houses 
were affected, in Mina Nagar, 40 houses, 
Dawalsa Slum, 10 houses and in Vishram 
Nagar a mosque was damaged. All the 
rioters involved in these incidents were 
outsiders, i e, either from Orissa or 
Kathiawar. Near Central Road, (Jdhna 37 
shops belonging to Muslims were looted 
and burnt by the mob at about 8 pm. The 
rioters were from Orissa and other parts 
of north India. Similarly at Panda! 
Market a few shops belonging to the 
minority community were attacked, 
looted and burnt. 

Another most tragic incident took place 
on December 10 near Udhna station. A 
train was stopped at about 7.30 am about 
3/4 km awi^ from Udhna. A mob of 500 
equipped with lathis, choppers, iron bars 
fell on the train. They pulled out 50 


Muslims and killed them. Some of them 
were women who were raped, killed and 
burnt. Many other woihen were forced to 
undergo the traumatic experience of 
witnessing the killings of their husbands 
and children before their eyes. Our in¬ 
vestigators saw three salvar-and-kamiz sets 
lying on the spot. 

In the Nanpura Hijrawad area the 
Muslim mob attacked Hindu houses on 
December 10 and burnt five houses. A 
temple in the vicinity was also damaged. 
It is very difficult to say how many people 
were killed in these riots. A rough estimate 
shows the number of those killed must 
have been around 300. Most of them were 
Muslim.s (around 95 per cent) but the of¬ 
ficial death toll is below 200. Around 30 
women were raped during this frenzied 
period. In all about 20 industries were 
looted, burnt and destroyed of which eight 
were big and 12 belonged to the small- 
scale category. Out of eight big industries 
affected one belonged to a Hindu. Also, 
more than 1,000 houses and shops were 
looted and burnt—900 of these belonged 
to Muslims. Some 15 mosques and two 
temples were partially or wholly damaged. 

Needless to say the police role was far 
from satisfactory. Datta, who is con¬ 
sidered honest and efficient, was the 
police commissioner. He had cracked 
down on the bootleggers and other anti¬ 
social elements which was resented by the 
police in general in Surat as it seriously 
affected their income from regular ‘haf- 
tas’ (weekly bribe money). Datta could 
not control the riots as the policemen, out 
of resentment, did not obey his orders and 
secondly, because in Surat too, as in other 
places, the police has been communalised. 
Looting, killing and burning went on 
openly and went unchaHenf^. No vktim 
of violence could itly on the police for 
his/her safety and security. In fact then 


was so much resentment among the police 
against Datta that some people even 
thought that the riots were engineered to 
remove Datta from Surat. Though Datta 
was transferred as a result of these riots, 
there is not much substance in this theory. 

The BJP campaign has communalised 
common people as well as the middle class 
intelligentsia. Not only is violence against 
the Muslims legitimised but so also is the 
rape of Muslim women as being their 
deserved fate since they did it to the 
Hindus in the medieval ages. It is not that 
all this was done in a state of emotional 
excitement. It is being justified even after 
the event which shows the extent of com- 
munalisation among the people and the 
degree of hostility generated. 

The Bohras, Khojas and Memons are 
generally peace-loving and mild and hard¬ 
ly ever take part in,political movements. 
Also, they are very well integrated with 
non-Muslims. Even these communities 
were not spared in the Surat riots. The 
mobs went about with a list of their shops 
and in many cases called the owners in ad¬ 
vance to tell them that their shops were 
going to be looted. Calling the police was, 
of course, of no help. What was more 
shocking was that the looters were not 
only the anti-socials, the poor and the il¬ 
literate but also those belonging to the 
educated middle and upper cla..scs. Even 
women were not to be left behind. When 
jewellery shops were forced open they were 
found frantically searching for gold 
bangles which fit and sandals in shoe 
shops. Many of these women loo belong¬ 
ed to middle and upper middle cla.sses. 
This shows the extent of degeneration of 
moral values in the modern consumerist 
society. 

(Invesiigation of the Surat riot was carried out 
by the Ekta team comprising Ncclofcr 
Bhagwai. Pransagar Gupta and Shridbar.] 
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Two Riots and After 

A Fact-Finding Report on Bandra (East} 

Flavia 

Behrampada, a slum area with a predominantly Muslim 
population in Bandra (east) in Bombay has been under tension 
since December 6. It has also been a particular target of attack 
and is now being portrayed as a den of Muslim fundamentalists 
which must be moved out of the area. An investigation into the 
riots in Bandra (cast I 


THE long and narrow stretch between 
Bandra. Khar and Santacru/. stations on one 
side and the Western Express Highway on 
the other is under the jurisdiction of Nirmal 
Nagar police station. This is an under¬ 
developed slum area staning at Uchrarnpada 
from the Bandra east side. The other ‘bastis’ 
are Kherwadi. Navpada. Jai Hind Nagar, 
Subhash Nagat. Shantilal Compound, etc, 
ending with Golibar at the Santacruz end. 
There are also low income housing com¬ 
plexes (LIG) of Maharashtra Housing Board 
(MHB), staff quarters of Bombay Municipal 
Corporation (BMC) and a small cluster of 
six-storey buildings called the New Middle 
Income Group (MIG) colony. Government 
offices like the Provident i-und Building. 
MSEB, ONCiC, Indian (fil and the magist¬ 
rate’s court are situated here. A new Terminal 
has recently been constructed for outsiaiion 
trains at Bandra (cast). 

The jurisdiction of Kherwadi police .sta¬ 
tion stretches across the highway. I he areas 
under its jurisdiction arc Bharat nagar which 
is predominantly a Muslim basii, Maha¬ 
rashtra Nagar, government colony, middle 
and high income housing complexes of the 
MHB, Kalanagar, Patrakai Nagar, Sahitya 
Sahavas, etc. A new shopping complex call¬ 
ed the Kurla complex has recently come up 
beyond the Patrakar Nagar. Many govern¬ 
ment offices have moved here during the last 
three years. There are plans to shift the dia¬ 
mond market and the wholesale cloth 
market to i>'is area shortly. 

Except for pockets like Behrampada, Nav¬ 
pada and Bharatnagar the area is predomi¬ 
nantly Hindu with a strong Shiv Sena in¬ 
fluence. Bal Thackeray lives in Kalanagar 
and the local Shiv Sena MLA Madhukar 
Sarpotdar, who was arrested for inciting 
communal passions, wields a strong in¬ 
fluence among the Maharashtrian youth in 
Kherwadi and Nirmal Nagai areas. The 
Muslim basti of Behrampada has a Con¬ 
gress! I) corporator. 

The area was volatile during the December 
and January riots which affected the city of 
Bombay. Behrampada in particular receiv¬ 
ed a lot of adverse publicity as the 'den' of 
Muslim fundamentalists, which was posed 
as a major threat to the safety of the Hindu 
community. But contrary to the myths and 
the negative media campaign particularly in 
the vernacular press, much of the violence 
in the area has not bcen*in Behrampada but 


III the neighbouring areas. The two incidents 
which have received wide publicity did not 
iK'cur within Behrampada but at the outer 
edges of the basti. In both these instances 
the casualties were due to police firing. The 
fin; which destroyed a few huts on Bd>ruary I 
was also on the edge of the Behrampada 
which is bordering the New MiG and L.IG 
housing complexes. Behrampada which has 
a population of around 50,()00, has a Hindu 
population of 12,000 and also a small 
number of Christians. In spite of the Muslim 
majority within the basti there have not been 
any Hindu casualties within the basti. 

GANt.sH Mandik Incident 

Un the morning of December 7 last there 
was police firing at the entrance of Ahmed 
/akaria Nagat in which two Muslims were 
killed and many others injured. The resi¬ 
dents claim that the police accompanied the 
Shiv .Sena mob which came to attack the 
basti. When there was stone-throwing by 
both sides, the police signalled to the Shiv 
Sena mob to retreat and opened fire at the 
basti. According to them many innocent per¬ 
sons oblivious of the demolition of Babri 
Masjid who were going about the routine 
morning chores were injured and there was 
total panic. They also hold that the police 
did not resort to lathi charge or tear-gas but 
started firing directly at close range. 

There were two instances of police Bring 
on December 7 and one instance on Decem¬ 
ber 8. One of the casualties was a SO-year- 
old woman, who was shot from a close 
range. The residents state that she had come 
out with raised hands to plead with the 
police to stop the firing. The policy then 
entered houses, dragged people out, damag¬ 
ed their propeny and arrested many persons. 
Fearing arrest, most injured persons hid in 
their homes and were not treated at public 
hospitals (a prerequisite being for eligibility 
for government ermipensation). On the night 
of December 10 the police entered the basti 
and started a combing operation. But sur¬ 
prisingly no such combing operations were 
conducted either at the Shiv Sena branch of¬ 
fices or the terraces of the aging LIG or MIG 
buildings where allegedly, much of the at¬ 
tack on the basti originated. As per press 
reports, the initial provocation was caused 
by an attack on a Ganesh Mandir in the 
area. The roadside shrine is situated opposite 


the magistrate’s court on Anant Kanekar 
Marg (the road which connects the Bandra 
station to the highway) around 100 yards 
away from Behrampada. Two persons from 
Mashwara legal aid centre who passed 
through Anant Kanekar Marg between 10.30 
and 12.00 noon noticed a lot of tension near 
the mandir. But there were no sign of attack 
on or around the mandir. They also notic¬ 
ed that the window panes of some buses 
were broken and the road was strewn with 
glass pieces There were also patches of 
blood on the road. A group of Muslim 
woiiicn had gathered near the Ahmed 
Zakaria gate and were wailing ‘Mere ladka 
ko maar diya’ (they have killed my son). 

The supposed attack on the mandir is 
shrouded in mystery. Although initially it 
wa.s reported that the Cianesh mandir was 
attacked subsequent enquiries by a fact- 
finding team revealed that there was no such 
attack but a miscreant had opened the ItKk, 
entered the mandir and beheaded the statue 
of L>ord Ganesh. which became a cause of 
immediate provocations for the Hindu mob 
to attack Behrampada on the morning of 
December 7.1 he identity of the miscreant 
is not known. 

This indicates that the residents of 
Behrampada had not gone to attack the 
mandir but were in their own basti. If they 
were in their basti the only Hindus they 
could have attacked would Ik the residents 
of Behrampada. But since there is no 
damage either to life or property of Hindus 
within Behrampada this hypothesis does not 
hold. So the only inference which can be 
drawn is that the police fired at the residents 
when they were within the vicinity of their 
own basti. The subsequent events and the 
media campaign against Behrampada raises 
the question whethci the alleged attack on 
the mandir wa.s a deliberate move to incite 
communal violence and discredit Behram¬ 
pada by per.suns with vested interests. 

TaHII I: NlAIHIttOI- Dl.AIIIS(Dl('i-MHf'll) 


Nirmal Kherwadi 
Nagar 


Muslims 10 12 

Hindus 7 - 

Toial* 17 12 


* As per the police lecords six Hindus and one 
Muslim died in rioting. TTiis includes the four 
decomposed bodies which were fished out of 
a nulla un Anant Kanekar Marg on 
December 12. When and where these 
murders were actually committed and by 
whom is not known 


Tahi t 2. Di Mils iiur to Poi.iil Fimino 
(Dk istbik) 


Dale of filing 

Nirmal 

Nagar 

Kherwadi 

December 7 

5 

2 

December 8 

3 

10 

December *> 

2 

_ 

lolal**. 

10 

12 


•• Oui of a total of 22 persons who died in 
police firing only one is a Hindu. 

Soun'e: Police Statistics. 
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In another incident on ucccmuei /, near 
the Kherwadi police statu'n, a mob led by 
Sarpotdar, the local Shiv Sena Ml.A went 
to Bharatnagar which reMilted in the Bharat- 
nagar youth pelting stone and soda bottles 
at the mob. Immediately the police started 
firing and there weie a large number of 
Muslim casualties. As per the version given 
out by Shiv Sainiks, Sarpotdar had gone to 
the basti to assure the community that the 
Shiv Sena would maintain peace but the 
community mistook his gesture and started 
the attack which resulted in the police open¬ 
ing fire on the mob. 

On December 8. there was large-scale 
looting and arson which resulted in a huge 
loss of Muslim property in middle class, 
predominantly Hindu Mahara.shtrian areas. 
In the shopping complex behind Kala 
Mandir bus depot every single Muslim shop 
was burnt. According to the residents of 
MIC colony, the flames from the Rajdhani 
bakery, could be seen far and wide. There 
was no burning of Hindu property by 
Muslims. But minor damages to some shops 
owned by Hindus were caused by the flames 
from the Rajdhani bakery. According to 
eyewitnesses in the area the rampage wqnt 
on for four hours. There was no police in¬ 
tervention to save the Muslim properly 
although the Kherwadi police station is just 
200 yards away from the shopping complex. 

From December 7 onwards any violence 
that occurred on the service road, the 
government colony, Khar (cast), etc. was 
reported as violence in Behrampada. The 
vernacular press unleashed a campaign 
against Behrampada that it was a threat to 
Hindu safety. The campaign was so effective 
that everyone including secular minded peo¬ 
ple as well as the English press endorsed 
these impressions as facts. 

Some of the rumours which created panic 
in the minds of Bombayiies were: Behram- 
pada was full of Bangladeshis and f‘akis- 
lani.s, that there was a factory which produc¬ 
ed arms, that dead bodies ol Hindus were 
strewn in the bylanes, that any Hindu who 
dared to pass through the main road, i c, 
Angnt Kanek&r toad, would be cut to pieces. 

The Shiv Sena organised a drive in the city 
to rebuild the Ganesh temple which was 
allegedly damaged. Before relief work could 
be started in the area, the mandir was 
renovated and extended. Some Muslim 
leaders in the area voluriicercd to donate the 
Ganesh statue to bring harmony in the area. 
This offer was rejected by the Shiv Sena 
leaders. On December 27, a huge prtKcssion 
was taken out to install the new statue. 
HroviKativc and abusive slogans against 
Behrampada were raised during the proces¬ 
sion. This was when the city was still very 
tense and permission for many peace mar¬ 
ches were denied to secular groups. Accor¬ 
ding to senioi police officials, even when 
Section 144 is enforced funeral, iiiarriagr 
and religious proccssion.s cannot he banned 
A fresh attack was averted through the in¬ 
tervention of secular forces who prevailed 
upon the police to have strict bandohast to 
protect the Behramimda basti. 

From then on the mike-keeps blaring and 
the speakers are provocatively placed at the 


entrance to Behrampada where constantly 
anti-Muslim slogans are hurled at the 
Muslim community. Minor incidents of 
stone-throwing kept occurring at the edge 
of LIG (building no 30). According to the 
Behrampada residents stones and petrol 
bombs were hurled at them every night. Ac¬ 
cording to the residents of the New MIC col¬ 
ony the attack begins from the basti and they 
only retaliate. Floodlights are placed on the 
terraces of the buildings there which make 
the basti residents an easy target. 

January Rioi^ 

During the fresh riots which broke out on 
January S, the records obtained from Kher- 
wadi and Nirmal Nagar police stations are 
shown in Table 3. 

Hindu deaths were mostly in Khar east 
area which witnessed the worst communal 
riots. The communal tension is within the 
basti with constant attacks of stabbing and 
firing. The reported incidence of private 
firing where three Hindus died occurred at 
Golibar (Khar east) and not at Behrampada 
or Anani Kanekar Marg. 

The properly loss for these areas is not 
provided in a co-ordinaic manner. Property- 
loss in Kherwadi is provided in terms of 
value whereas Nirmal Nagar piolicc station 


has provided the number of business esta¬ 
blishments which were damaged. 

The figures for Kherwadi do not quite ex¬ 
press the reign of terror that was unleashed 
on Muslims in middle class areas. On 
January 9 the students of Chetna College 
observed ‘traditional day‘. A Muslim student 
in the traditional dress was slabbed outside 
the college at around 2.3U pm. On January 
IS there were two other gruesome incidents 
which never reached the press. In the quiet 
and serene government complex near the bus 
slop of Bus No 215, a taxi was stopped and 
three Muslims who were travelling in the taxi 
were dragged out and burnt alive. There are 
many eyewitnesses to this incident. On the 
same day, a bus which was on its way to the 
Bandra station from Bharat Nagar was stop¬ 
ped; six Muslims who were travelling in the 
bus were dragged out and set on firci While 
the men were burning the women activists 
of Shiv Sena threw stones at them. A woman 
who approached the Mashwara legal aid 
centre for her personal problem shared this 
information with her advocate. 

Attack on Nama?.is 

The next major incident at Behrampada 
x.xurred when normalcy was just returning 
to Bombay aftei the January riots. During 
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people died in Bombay there was not a single 
death either in or around Behrampada in¬ 
cluding the Anant Kanekar Marg. But there 
were a few incidents of stabbing on the ser¬ 
vice road. 

But during this period the role of the Shiv 
Sena MLA has been very controversial. On 
January II the army arrested him for carry¬ 
ing unauthorised arms. He was later releas^ 
by the police within two days, on January 14, 
he held a peace meeting at Kherwadi police 
station compound which was attended by 
Ramdas Attavie, minister in charge of 
Bandra cast area, in his speech Sarpotdar 
stated that while he is willing to maintain 
peace, so long as Behrampada has arms 
there will not be peace in the area. 

Again the same night (i e, January 14) he 
was arrested. Shis Sainiks came out in large 
numbers and protested outside the police 
station for his immediate release in spite of 
curfew' in the area. Finally the police relea.scd 
the Ml. A. Sarpotdar’s supp'irters took out 
a huge victory morcha in the night during 
curfew hours and firecrackers were burst to 
celebrate the occasion. Fhc attack on the 
naina/is was on the following day, i c, 
around I.JO pm on January IS. 

But on January 15 when the namazis were 
fired at four persons died and many were in¬ 
jured. Among them were a girl of 10 years 
and a boy of 3 years old. 'I here can be no 
dispute about which community suffered 
casualties. The only dispute is who started 
the attack. The residents of New MIC! 
colony and the government colony claim 
that after the namaz the nama/is started at¬ 
tacking the middle class housing colony with 
sticks and soda water bottles. According to 
the namazis petrol bombs were hurled at 
them during namaz which caused the 
namazis to disperse in a panic. While they 
were running helter-skelict, the police opened 
Fire: According to the police they opened fire 
when a policeman was attacked. The 
Muslims ask, “Why would we throw a petrol 
bomb during the namaz time when only 
Muslims are out on the streets?” And the 
•econd question, "If wc had attacked them 
show us the list of persons who were injured 
or the property which was damaged?” They 
stress that a partisan police starts shooting 
the Muslims indiscriminately withoui resor¬ 
ting to lathi charge or tear-gas in ordet to 
strike terror. 

The police sealed off the area and the only 
reports which reached the press were that 
Muslims from Behrampada Fired at the Nc’w 
MIG building and were approaching with 
arms to attack the residents. The Behram¬ 
pada residents counter this with "Ask them 
to show you their windowpanes which wcie 
shattered by our bullets or stones. Ask them 
who was injured!' According to them the 
petrol bombs were thrown from the terrace 
of two buildings there The reports also .state 
that a huge haul of firearms, petrol bombs 
and ammunition was recovered from Behram¬ 
pada. The press reports were ba.sed on police 
statements and interviews with middle class 
residents of the New MJG colony. Since the 
area of Behrampada was scaled off they 


’■ wavnr aixn vAmiwwvrr* uw''auuaK;(|Wcnt‘" 

reports which were released by the police ad¬ 
mitted that the firing was not done by the 
arms which were recovered from Behram¬ 
pada. The press reports are ambiguous and 
convey an impressioh that arms were 
recovered from within Behrampada even 
when they were recovered from residents 
from the LIG colony. According to Behram¬ 
pada people the terraces of high-rise 
buildings are used by Shiv Sainiks to carry 
on a sustained attack on the basti. 

Following the incident of January IS, cer¬ 
tain papers like The Daily, The Afternoon, 
Independent, Maharashtra Times, etc, 
visited the area and published investigative 
repons on Behrampada dispelling the myth 
that the basti is infested with criminals from 
Bangladesh and Kashmir. Interviews with ar¬ 
tisans and traders a-, well as Christian and 
Hindu families residing in Behrampada were 
published. But when the names of certain 
MIG colony buildings were published in 
connection with the attack on the nama/is, 
the residents were annoyed and started is¬ 
suing counter statements to the press about 
how the Muslims from Behrampada had at¬ 
tacked them and how they are not safe as 
maidservants who come to work in their 
houses spy on them, hoodlums gesticulate 
at them indicating that they would be cut 
into pieces, etc. The Shiv Sena-dominated 
unions of ONGC, MSEB, Indian Oil also 
approached the press and issued statements 
that since the white-collar workers were not 
safe, the Behrampada basti must be shifted. 

Around this time there was an initiation 
by secular minded persons from MIG colony 
to bring about normalcy within Bandra 
(east). Ivocal Maharashtrian leaders like 
P P Jhamkedkar, the president of MIG, 
Arun Naik, Prakash Burte, etc, held 
meetings to celebrate the Republic Day in¬ 
side Behrampada. Around ISO residents of 
MIG colony attended the Republic Day 
function.,Piomincnt personalities from the 
field of literature and Marathi stage as well 
as renowned social workers attended the 
function. Among the dignitaries were Baba 
Amte, Satyadev Dube, Rohini Hattangadi, 
etc. in a moving ceremony thousands ot 
children who had not attended school since 
December 7 attended the iirogranime. 

A programme was planned by the MIG 
residents to work towards restoring the 


clflilBrfii^ aiicn^)lie. i ney appirb- 

ached the ice --nitons to ensure children’s 
safely and some senior persons even promis¬ 
ed to monitor the whole programme. The 
programme started on February I. Accor¬ 
ding to Jhamkedkar, the Shis Sainiks whom 
he had approached informed him that no 
peace piogramme in the area would be ef- 
fectis'c unless it is worked out with 
Sarpotdar. 

The same flight there was a fresh attack 
on Behrampada. Perhaps it is jusi a coin¬ 
cidence that it happened to be the birthday 
of Sarpotdar. Some residents of New MIG 
colony mention that leiisioii was building in 
the area since 10 p in and they noticed that 
Shiv Sainiks had assembled around the 
Ganesh mandir on Anant Kanekar Marg in 
large nuinbers. 

Residents of Behrampada say that around 
II..30 p m petrol bombs were thrown from 
a building in the MIG colony which set fire 
to some huts and a small (janesh mandir in¬ 
side Behrampada. Soon after this, the whole 
area was thrown in darkness as power to 
Behrampada was cut off. A youth who was 
helping to put out the fire died in Che police 
firing. Petrol bombs were thrown whi5h 
resulted in many huts catching fire. The fire 


Tabu 4: BuiAkOowNoi Mi'Mim and 
Hindu Casuai.iii-s 


Meslim 

Hindu 

Tot?l number of'deaths 22 

12 

Total number of injured 38 

26 

Tabu 3; Aki awisi Di.aihsai Nirmai Na».ab 

POI H 1- SlAI ION 


Muslim Hindu 

Unknown 

Bandra east 6 — 

1 

Khar east 3 8 

— • 

Saniacruz east 6 3 


Tabu 6; PRoi>i.Btv Loss 

Kherwadi Poliie Sialion-. 

Muslim Ks II..S8,730 

Hindu Ks 7l,6.so 


Nirmal Sanar IHilwe Slaliarr. 
Shops 

45 

Timber depots 

5 

Bakei les 

4 


Jabii 3 : PoiKi: Rkokiis, Januahs Kiois 


Nature of Death 


Nirmal Nagai l*S 


Kherwadi PS_ 


Muslim Hindu C'hrisiian 

Muslim 

Hindu Unknown 



Number o] Death 



Stabbing 

5 

_ 

s 

1 1 

Police firing 

8 

3 


— 

Public firing 

— 

3 

— 


Riots 

4 

4 

- 


Total 

17 

II 

.1 

1 1 

Slabbing 

10 

Number of Injured 

4 1 

13 

3 1 

Police firing 

25 

12 2 

— 

_ 

Public firing 

1 




Riots 

If) 

6 

— 


Total 

43 

23 3 

13 

3 1 
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spread as the fire brigade could not reach 
the area in time. Residents claim that the 
Shiv Sainiks and the police prevented the 
Tire brigade from coming to their rescue. 
Newspapers on the following day carried 
photographs of 2 shadus in 'saffron clothes’ 
who were stabbed in broad day light. But 
again this incident Is shrounded in mystery 
and the home minister made a statement 
that the photographs were fake. 

The complaint from the residents of MIG 
colony is that the reporters do not publish 
their version. But in the absence of concrete 
evidence of injuries, deaths and damage to 
property, the maximum damage the resi¬ 
dents of Behrampada could have caused is 
tension, anxiety and irritation even if all the 
statements issued by the residents of MIG 
colony arc true. f)n the other side the 
damage done to Behrampada is beyond 
repair The myth of the criminality of 
Behrampada is discussed in local trains, cof 
fee shops and street corners. College 
students arc embarrassed to attend college. 
The young students from schools in Khe'r- 
wadi have not attended school for twr 
months. 

Surprisingly everything about the violence 
in Behrampada is shrouded in mystery. It is 
difficult to comprehend why Behrampada 
has been chosen by the Shiv Sena for this 
consistent and sustained attack. The demand 
is to remove the basti. The fight appears now 
to be between a lower class basti which is 
on the verge of being wiped out on the 
pretext of ensuring middle class safety and 
the Shiv Sena which wants to take credit for 
achieving this laudable task. 

The government will be only too happy 
to move the basti out of Bandra east, where 
development is being planned rapidly. With 
the diamond market and wholesale cloth 
market being shifted the land price will 
skyrocket. Shifting the basti to an obscure 
place in a far off suburb will suit everyone— 
the government, the Shiv Sena, the middle 
class residents and the white-collar workers. 

The riots have also questioned the role of 
other progre.ssive movements. For instance 
women played an important pan in the riots. 
Rasta roko, victory march as well preventing 
relief by sleeping on the road—these protest 
actions were spearheaded by the women’s 
wing of Shiv Sena. T he women also played 
an active part in stone-throwing during thc 
riots. Ironically the forms used have been 
the ones which the women’s movement in 
India popularised and legitimised. 

fhe trade unions of ONGC, MStB, 
Indian Oil have been responsible for carry¬ 
ing on a”, organised and systcinatic cam¬ 
paign and have been conducting niaha aratis 
and lasia roko dining office hours. They had 
an important role in the syvtcmaiie media 
campaign whicli wa- unleashed against 
Behrampada I he riots wiinessed the active 
participation of dahls and other marginalis¬ 
ed sections main of whom have been bene 
ficiaries of social work and wcllaie 
progiainnies 


In the context of these riots there is a need 
not only to redefine secularism but all other 
progressive and social movements as well. 
If the riots were sustained and strengthen¬ 
ed through active mobilisation as well as 
forms of protests popularised by those 


movements, the question which needs im¬ 
mediate attention is what would be the role 
of progressive moveriienls—women’s move¬ 
ment, labour movement and dalit move¬ 
ment—in combating communal tendencies 
within these movements? 
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State’s Dwindling Hole in 
Health Sector 

Interesting information on the dwindling role of the public sector 
in health care has been put together in a recently published study 
of the Foundation for Research in Community Health. The 
findings are grim for the nearly three-fourths of the country’s 
population which lives in the rural areas and for the poor 
anywhere. 


A MAJOR constraint that the govern¬ 
ment will come up against in pushing 
through its stabilisation and structural 
adjustment programmes is the under¬ 
development of the social sectors in India. 
The one incontrovertible lesson that the 
development experience of the few coun¬ 
tries which are held out as success stories 
of this brand of development is that 
amongst the pre-conditions for rapid 
economic growth a relatively high level of 
human resource development (comprising 
widespread literacy and high education 
levels and superior health standards) is the 
most significant. The growing sophistica¬ 
tion of industrial and infrastructural 
development demands rapid improvement 
ill lulviur productivity which in turn is not 
possible unless the general population en- 
jiiys reasonable educational and health 
standards. This is leaving a.sidc the fact 
that human resource development is 
necessary loi its own sake, for the crea¬ 
tion ol a just and equitable society. 

Ill trying to get an insight into the gap 
thai o.isis in regard to social sector 
dcvelispnicnt in India, research scholars 
face a major challenge as the available in- 
foi million IS scanty and scattered. In 'his 
rcspeci, the efforts made by the Founda¬ 
tion foi Keseaich in Community Health 
(FR( H). Ilombay. with financial support 
fiom the Indian Council of Medical 
R ' iMich (ICMR), New Delhi, to collect 
and analyse data on health services and 
health financing in India are commendable. 
A nuinlicr of studies have been completed 
at the I RC.'H covering such areas as house¬ 
hold health expenditure, state health 
financing and expenditure, corporate 
health expenditures and local government 
health spending. Some of the information 
has been put together in a volume. Slate 
Sei'inr Health Expenditures- -A Database: 
All-India and States for 1951-1985, 
published last year. T his volume, the first 
in a series, is h> be followed by others pro¬ 
viding databases on health manpower, 
health facilities and health indices. 

Apart from presenting all-India and 
stale bv state helath sector expenditure 
data lor 35 years from I9SI to I98S 
methodically compiled from the Compt¬ 
roller and .Audilut Ciencral's Combined 
Financ’c and Kevenue Aciount.s the volume 
provides data on inaiiy physical indicators 
of health (infant mortality and life expecia- 
t;o ^ at birth) and health facilities (number 


of beds/doctors per 1,000 population), 
health-care infrastructure distributed 
rural-urban and public-private sectors as 
also municipal health expenditures. Along 
with a thoughtful analysis of the develop¬ 
ment of health services and assodaied health 
expenditures, the study also presents a 
historical perspective on the colonial period 
with the help of available health data. 

To cite some of the important results 
brought out in the study, it is found that 
there is a remarkable continuity of colo¬ 
nial characteristics in post-independence 
development of health services and invest¬ 
ment. The urban bias in practice of medi¬ 
cine, lack of regulation and control of the 
medical profession and medical establish¬ 
ments and a very low level of public health 
expenditure are features that continue 
even today. 

Second, the evolution of public policy 
on health over the Five-Year Plan periods 
has finally culminated in the state further 
diluting its responsibility for health care 
and rapid expansion of the private health 
sector. As anticipated by the authors of 
the FRCH study, the Fjghth Plan 1992-97 
document emphasises that “in accordance 
with the new policy of the government to 
encourage private initiatives, private 
hospitals/clinics will be supported..!’ 
(p 324). A growing proportion of the re¬ 
quirement of medical care is being met by 
private sources of health care. As the 
study emphasises, “this hits the poor the 
hardest because they have to rely on the 
whims of the market forces to meet their 
medical care needs". Health expenditure 
studies show that households in India 
spend on medical care three to four limes 
the government’s total health expenditure 
or 9 to 13 times the government’s curative 
care expenditure. Besides, medical educa¬ 
tion of doctors at the expense of the 
public exchequer has grown rapidly,-trius 
helping nut only the private health sector 
but al.so the medical personnel needs of 
the western countries to which so many 
of the highly qualified doctors migrate. 
An average ol 40 pei cent of private sec¬ 
tor medical doctors migrate abroad. 

Apart from the meagre role of the state, 
a third revelation of the .study is that there 
is gross in'.'quality both by sectors and by 
income categories, with the bulk of the 
public sectoi health facilities being con¬ 
fined to urban arca.s and to the upper mid¬ 
dle and higher income brackets. There are 


aiso significant inter-state differences, 
with ihe developed states like Goa, 
Maharashtra, Punjab, Haryana and Gu- 
arat enjoying higher per capita health 

ix'nditurc compared to the backward 
states of Bihar, Orissa, UP and Rajasthan. 
Kerala continues to be .something of an 
exception with high health expenditure, 
though it is not a developed state. 

Fourthly, the neglect of Ihe rural sec¬ 
tor in health care is a stark reality. For the 
75 per cent rural population, only 18 per 
cent of the hospital beds, 31 per cent of 
hospitals and less than .30 per cent of 
allopathic doctors arc located in rural 
areas. An impressive rural health infra¬ 
structure programme through a three-tier 
system of sub-centres, primary health 
centres (PHCs) and community health 
centres (CHCs) had been plann^, but it 
did not fulfil the>rural population’s de¬ 
mand for basic health care; instead, it 
became synonymous with family planning. 
As the F.ighih Plan document hiu candidly 
admitted, “lack of buildings, shortage of 
manpower, inadequate provision of drugs, 
supplies and equipment constituted major 
impediments to full operationalisation of 
these units" (p 322). The Eighth Plan fur¬ 
ther envisages that as the backlog in these 
respects in many states is “staggering and 
the resources requited to meet the targets 
are astronomical and as such unachievable 
in near future^, new policy options will have 
to be developed. The preferred option Is the 
retrograde one of pushing rural population 
to depend on Indian systems of medicine 
and homeopathy. 

Finally, the growth in public expendi¬ 
ture on health services has been niggard¬ 
ly, from whatever angle it is looked at: as 
percentage of total public sector expen¬ 
diture in India or as a proportion of GNP. 
As brought out in Ihe study, the ratio of 
health expenditure in total expenditure 
decline over the 35 years to 1985-86. Since 
then the decline has been evc' steeper. 
Though the audited accounts of the type 
used in the study are not yet available, 
clear indications to this effect are there in 
the slate governments’ revenue expen¬ 
diture which is the source of the bulk of 
stale expenditure on health. Such expen¬ 
diture as a percentage of the total revenue 
expenditure of state governments fell from 
7.9 per cent in 1985-86 to 5.8 per cent in 
1991-92 (budget estimates). The decelera¬ 
tion in the growth rale of health expen 
dilurc in nominal terms was the sharpest 
in the state governments’ budgets for 
1991-92, the first year of the stabilisation 
programme- there was a budgeted in¬ 
crease of 6.3 per cent in that year as 
against an average increase of 12 per cent 
per annum in the previous five years. 
I.ikewise, in the case of the central govern 
merit, the budget lor 1991-92 had provid¬ 
ed for Rs 606 crore of aggregate health ex¬ 
penditure (levenue and capital together), 
but the revised estimate placed it at Rs 556 
ciore, a reduction of 8 per cent, and again 
the central budget for 1992-93 further 
slashed the provision to Rs 549 crore. 
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Conditionalities and Assistance 

Ijooking for the Immutable 

V K Nalraj 

Aiinching conditionalities to aid can drive the third world even 
more precipitously down into the chasm, making retrieval that 
much more difficult. Are ‘development contracts' a less offensive 
alternative? 


( ONOmONAI ITIFS for external 
assistance arc in quite active circulation. 
.Iiidging hy cuircnl trends in the debate and 
speculating on possible developments in 
global politic It seems highly unlikely that 
the attempt to link assistance with ‘perfor 
iiiance' will taper off. One of the arguments 
advanced in favour of conditionalities is that 
in donor countries the electorate is getting 
re.siive about aid being given with no 
dcnionsirabic results. While this may be true 
(here are other reasons not all of which are 
oveitly stated. This apait the conditionalities 
represent a package of which .some parts at 
least have vital implications for recipient 
countries. The principal components of the 
(lackage and the ones common to almost all 
versions of conditionalities are: (i) Good 
governance including ‘participation', (ii) an 
acceptable record ol human rights, (iii) 
absence ol excessive military expenditure, 
(iv) mai kci-li lendhness, and (v) concern for 
the environinent. Linder gtxsd governance is 
subsumed the existence of a legal framework 
which guarantees commonly recognised 
legal tights especially those which relate to 
pro(>crty and contiaciual obligations. 

These issues and in particular the basis of 
conditionaliiies were di.sciisscd at a con- 
Icieucc Iasi suiiirnei m Vienna. Organised 
bv the Vienna liisiiiuic ol Oevciopment and 
t o o|K'ialion and the Institute of Urban and 
Regional Studies of the Uiiisersity of 
l-.conomics in Vienna, the conference 
brought together tliiee sets of parties— 
icprcsentaliscs ol aid giving agen- 
cies.'goveiiimcnts, members ol the l:uropean 
Association ol Ucvclopiiient Institutes 
(mostly academics), and two rettre.scntatives 
ot lecipicnt countries both of whom were 
academics. I'resciitations were made by 
lepri’sciitatives ol the governments of 
Norway. Ciermanv. .Swii/erland, and Sweden 
as also the Skoild Bank. The Austrian 
minister concerned with aid. T.derei as also 
her iinniediaic predecessoi !‘ler Jankowich 
who IS coiisideied to be third woild-fiicndly 
also made siatcmenis to the conlerencc. 

It w'ouhl be fair to state that there was no 
oxen condcsii.iision in the presentations of 
the various aid-gisers. The presentation 
winch maini.iiiicd a studied but spuriously 
iiiiiiscptic postuie was, predictably, from the 
'Aorld Bank. I lie most appealing paper was 
lioin Helgc Kiekshiis (Norway) who 
.loopted an ini'ospeciise position and a 
liberal (yersfHvioc such as one has come to 
expect from .Scandiiiasi,x. .Aitei tracing the 
'■•ulution ol Noiw.is's own .iiiiiudes towards 


aid the paper honestly admitted that Norway 
had found it increasingly necessary to sup¬ 
port structural adjustment in the recipient 
Countries. However, it was argued in this 
paper that Norway along with other Scan¬ 
dinavian countries had .sought to influence 
internafional finance institutions by “draw¬ 
ing attention to the negative socio political 
consequence that invariably have followed 
from harsh adjustment conditions and to 
what seems to be undue political interference 
caused through the adjustment conditions”. 
In essence Kjekshus was staling plainly the 
difficulty any scasitive person/agcncy would 
coniront in making fine distinctions between 
economic and political conditionalities. The 
Norwegian position recognises that political 
reform has to be initiated by the recipients 
but since (in its view) many recipient coun¬ 
tries lack a democratic framework it may be 
impossible for donors to avoid raising issues 
pertaining to conditionalities. The paper 
speculated that human rights, demo- 
cratisation and popular participation, and 
the level of military expenditure woulcf 
become the Norwegian conditionalities. 
Interestingly, the paper expressed a certain 
sense of uncase about conditionalities in 
general and, in particular, about the ongoing 
structural adjustment programme. One 
answer is the alternative proposed through 
‘development contracts’. In brief these con¬ 
tracts seek to achieve the results aimed at by 
conditionalities but through negotiation bet¬ 
ween donor and recipient rather than 
through external imposition. In addition the 
contracts seek to create a “more stable and 
predictable external environment lor the im¬ 
plementation of major economic and 
political reforms in developing coutitrit‘s”. 
The principal thnisi of the Norwegian at¬ 
tempts is to Idsier ‘hun'ane internationalism*. 

The Norwegian paper is described in con¬ 
siderable detail lor two reasons. There is an 
underlying concern for the third world and 
anxiety about growing inequalities. At the 
same time it is unable to answer a question 
w' ich IS of vital concern to recipients, name¬ 
ly, whether any contract between them and 
donors can really be mutual. For. any con¬ 
tract between unequal partners cannot but 
be unequal. I his is apaii from the funda¬ 
mental problems surrounding issues such as 
human rights. In response to these questions 
Kjekshus honestly admitted that he and his 
colleagues were only too well aware of these 
pioblems but were presenting ‘development 
contracts' as a Ic.ss offensive alternative to 
outright imposition of conditionalities. 


The German annoach was not totally dif¬ 
ferent from the Norwegian in the sense of 
seeking to place the donor-recipieni relation¬ 
ship in a new context. The German concept 
appeared to be much more affected by the 
response of “an increasingly critical elec¬ 
torate at home to continue with apparently 
so far not very successful development 
assistance at the same or an even higher 
level”. The German position was presented 
by a representative of the federal ministry 
tor economic co-operation and candidly ad¬ 
mitted that as a result of the burden impos¬ 
ed by the DM 100 billion required for 
assistance to erstwhile East Germany their 
problem of convincing the electorate was 
possibly more serious than in other 
countries. 

One of the points which the German 
representative emphasised is what they call 
the “recipient grtvefnment’s own commit¬ 
ment towards development''. By this is meant 
the recipient government's efforts to 
ameliorate the conditions of the poor, pro¬ 
tect the natural environment and control the 
growth of population. There is also an at¬ 
tempt at assessing the level of military 
expenditures among the recipients. And this 
is sought to be done by computing military 
expenditures as a percentage of GDP. share 
of arms imports in total imports, arms pro¬ 
duction as a share of industiial output, etc. 
Also assessed is the role of the military in 
politics and in relation to di'mestic and 
ethnic conllicts. 

It was claimed that this new approach has 
not met with total disapproval from reci¬ 
pients. One positive admission in the paper 
was that just as Germany expects a clear 
commitment to development from the reci¬ 
pients many realise that donors as a whole 
have to increase their effort in “improving 
the general external conditions for develop¬ 
ing countries”. The papier drew specific at¬ 
tention to the assertion from recipients that 
“it does not make much sense to talk about 
criteria for financial assixtance when for 
tiiem trade is much more important than 
aid”. 

Predictably the discussion centred on two 
issues arising out of the German concept. 
One was whether it was realistic to attempt 
an assessment of the level of military expen¬ 
diture when it was influenced by a vcrtiable 
maze of factors. The second related to 
human rights. The German representative 
conceded that the latter was capable of 
myriad interpretations and made a pointed 
and somewhat painful reference to the 
German violations in this respect a bare SO 
years ago. An equally candid reference was 
made to the view often-articulated by reci¬ 
pients that in (heir contexts concern for pro¬ 
tecting human rights may have to be redefin¬ 
ed. However, the basic thrust was that while 
this was a valuable point there was need for 
an in-depth dialogue to lorgc donor- 
recipient partnerships on common values 
rather than base them on superficial 'cost- 
benefit ratios’. 

Ihe Swiss approach—formulated by a 
representative of the Swiss Development 
Cu-opcration---stres.sed the importance of 


ro 
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participatory development and good gover¬ 
nance. It did not depart substantially from 
the Norwegian and German positions in that 
it also .stressed the need to arrive at an 
understanding on the new rules of the game 
between donors and recipients. It was in¬ 
teresting to find the Indian finance minister 
cited in support of the proposition that the 
reform package ought to get not merely “the 
prices right but the politics right". 

The driest presentation came from the 
representative of the World Bank who 
started by stating that the Bank concerns 
itself only with economic issues and policies. 
The criteria are quintessentially economic in 
nature while assessing performance. If 
Allende was not supported the reason was 
non-satisfactory economic performance, cer¬ 
tainly not his politics. Even the questions, 
which came like an avalanche, were met with 
a dead straight bat. But, some asked, ate 
economic policies not political? No, the 
Bank has nothing whatsoever to do with 
politics. It is economic performance all the 
way. Structural adjustment, when advised, 
is based only on the Bank's perception of 
how to get the economics of it right. In the 
face of such unyielding ‘correctness’ it is no 
wonder that even the most persistent of 
questioners had to lapse into bewildered 
silence. 

I'he first of the academic presentations 
from the recipient point of view was the 
paper by John-Jean Barya. Appropriately 
titled ‘The New Political Conditionalities of 
Aid: An Independent View from Africa’ the 
paper started with the proposition that “the 
new political conditionalities have nothing 
to do with a desire of western countries ac¬ 
tually to encourage democracy in Africa”, 
and went on to mention the support extend¬ 
ed by the west to dictatorships in Zaire, 
Liberia, Uganda and Kenya. A telling point 
relates to the quandary in which the west 
finds itself today when, with the collapse of 
socialist Europe it is hard to justify dictators 
as “bulwarks against communism’’. Another 
tnajor contention was that structural adjust¬ 
ment programmes cannot be expected to 
promote development, rather they will most 
likely strengthen authoritarian regimes. 

The ph:i.>sophic framework of this paper 
based itself on the need to avoid a simplistic 
identity between political pluralism and 
multi-partyism, and to conceive of human 
rights within a narrow and restricting am¬ 
bit thereby confining it to some individual 
rights which are protected while civil society 
as a whole languishes. The piece de 
resistance of the paper was perhaps the 
observation that “the very idea that people 
can be forced to be democratic and/or free 
is quite startling”. 

At the prescriptive level Barya argued that, 
to begin with, all third world debt should 
be scrapped. It is worth noting that the OAIJ 
has recently suggested scrapping of sub- 
Saharan Africa’s debt as ‘compensation’ for 
four centuries of slave trade. For. at least in 
Africa, a ;reat deal of the debt monies had 
found its way into the pockets of dictators 
who were in effect enjoying the support of 


the donors. At the level of the African states 
Barya spoke of the need to create and 
strengthen “autonomous civil organisations 
covering peasants, workers, women, the in¬ 
formal sector, religious organisations, etc" 
Naturally, the paper also referred, strongly, 
to the necessity of a struggle to ’democratise' 
the international order. 

The questions that arose (and continue to 
do so) from this insightful presentation relate 
not to the ineffectual role of aid with con 
ditionalities but the prospect of civil .society 
in recipient countries overcoming the cur¬ 
rently stifling influences of compradotiai 
elements and, in .some cases at least, the lack 
of a leadership which can be an effective 
alternative to the ruling elite While it would 
be difficult to disagree with Barya’s 
divergence from the World Bank-sponsored 
structured wisdom of ensuring that LlX's 
get into a Procrustean bed, the question as 
to how LOG'S will be woken from the 
slumber of indifference to their poor and in¬ 
digent still remains. 

Of the three othei presentations the I Jitin 
American perspective by Franklin Canelos 
made two points of significance. One was 
about the negative transfers that have con¬ 
tinued to take place to the detriment of ’reci¬ 
pients’. The other spoke of the definitional 
problems relating to the conceptual 
categories used in the phraseology of con¬ 
ditionalities. Both points attracted attention 
if not total agreement. 

The final presentation was by the present 
writer. The main points may be summaris¬ 
ed as follows; To begin with north and south 
would both agree, the former happily and 
the latter perhaps not always readily, that the 
blame for all inadequacies in development 
cannot be laid at the doors of the north 
although its contribution is hardly negligi¬ 
ble. The complicity of third world elites in 
mortgaging their countries’ solvency cannot 
be denied. Without such complicity the pre¬ 
sent unequal international economic order 
could not have been created and sustained. 
However in the debate on conditionalities 
some issues of vital significance have been 
missed. 

In the first place the two items in the 
discu.ssion which should be treated proper¬ 
ly as 'variables have been invested with an 
immutable character thereby rendering them 
constant, namely, conditionalities and 
development. Historical experience 
demonstrates quite vividly that development 
as a concept has undergone quite fundamen¬ 
tal changes and especially in the last two 
decades or so has experienced a metamor¬ 
phosis. Not to recognise this almost elfin- 
like quality is to adopt a rigidly linear posi¬ 
tion which empirical data do not support. 
To ascribe an unchanging linear pattern to 
development is tantamount to denying its 
quintessential characteristic, that it is never 
a static entity, not a state but a process. 

Secondly, conditionalities are a late 2(>th 
century variant of the carrot and stick 
method whose origins are traceable to anti¬ 
quity. At one level tha donor’s rights to insist 
upon performance can be justified by 


reference to an equally antiquarian idea — 
he who pays the piper calls the tune. Hut 
there is a danger which has gone unnxognis- 
ed. I'he pipei may 'play the donot's choice 
and yet in the process the paymaster can .gel 
so lost in the tunc that he becomes msen 
siiise to the efiect of the music on himself 
and the player. In other woicls condi 
lionalilies can drive the third world even 
more piecipilously down into the chasm 
making reiiieval that much more ditl'iciili 
And this pcriiil gains in emphasis when we 
exaitiinc the north's record, as Barya pointed 
out. III terms of its suppoii to thud wot Id 
elites who, by any siandaids. ought never to 
have enjoyed it. 

Further, touching as the concern for 
human rights is, the donors have to confront 
certain important realities. If a typical LIK' 
places a highci premium on elimination of 
chronic hungei and maliuiirition and 
unemployment than on ‘civil lilierties’ in the 
purely western sense, what would it score on 
the prcseiitl;- attempted scale? Or to lake 
another example, imagine an I.IM.' which 
imposes restrictions, harsh icsliictions, on 
some freedoms in the interests ol preserv¬ 
ing its territorial integrity? Where would it 
be placed-negative maiks for curtailing 
civil liberties oi full marks for preserving its 
unity? It would be wise to icmember that 
the accolades generally lavished on 
Ciorbachev for his reioiin aie equallv 
capable of a wholly difleient (and negative) 
interpretation. Also, there is an importani 
question which one should no' duck tinder. 
Where do the donors derivi then moral 
authority fiom—surely iv.n Irom ihcii 
history! How tar hack does the nvolvcmctn 
with human rights go? Only as . >r as ihe last 
few decades? If so, may one ii-.t speak at 
all about the American Ind arts and the 
Australian aborigines? It is t i e we laced 
a sad truth—mankind's piog :ss since (he 
dawn of the modern eia has b.-cii and con 
tinucs to be a litany of suppression, of an 
arrogant refusal to lecognise any life style 
other than one’s own as legitim -tc. Fiiiall), 
there is a quasi-philosophic part-dox. Today 
we discern a globalisation of tastes and of 
prtrblems but we aie not looking lot giand 
all-embracing theories, ut the one ilieoiv 
which can )iold sway Irom China to IVrii. 
We are in that sense aiicmplirig a fine knife- 
edge balance between Ihe ‘universal' (as 
manifested in the emergence of global con¬ 
cerns not least of which refers to the environ 
mcni) and the 'micro-centric' las revealed in 
Ihe current attempt to aim not at grand 
theorising but to look for seemingly humbler 
explanations of underdevelopnieni). li is 
paradoxical but Hue. And to lhai geneial 
frame of paradoxes must fit (hr paradox 
of coercing ourselves to perceisc I'evclop- 
ment (and iis latest accomp.ir..merit, 
conditionalities) as something imiMUiahIc 
which is, perhaps, (he comtadicliuii :o 
end alt contradictions. >el that to'.> may 
he appropriate (or it is like ih; loan 
to end all loans—do we iioi Teiiicn bv-i 
being told that the piiipose ol 'aid' is ><1 
’end’ aid? 


2 "! 
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Political Economy of Beverage 
Imperialism 

Frwderir F ('iairmonl 

Far from the mythology of general equilibrium theory and perfect 
markets, what the world is seeing is the daily economic 
liquidation of dozens of small and medium size enterprises, the 
traditional vehicles of innovation and employment. This process i> 
examined here with reference to the internationalisation and 
transnationalisation of corporate power in the non-alcoholic 
beverage sector, controlled by a clutch of 7-10 transnational 
conglomerates. 


1 

Hif Setlifif; 

“I.LSN Ihaii sevcnly-fivc >rars aller it oC- 
llcially began", wails Robci i Heilbroner, “the 
contest between capitalism and socialism is 
over: capitalism has won”. A verdict that 
enshrines (he shallow triumphalism ut neo- 
cconomic liberalism; one repealed ad in 
finiium within corporate boardrooms, the 
Kremlin walls, fundamentalist Maastricht 
discourse and Big Capital's domesticated 
media. 1 he proposition, however, has other 
doctrinal roots, discernible even in certain 
critical expositors of the system’s workings. 
“After the events of the past year |I990|”, 
note Paul Sweezy and Harry Magdoff, 
“there can be no doubt that the visible future 
belongs to capitalism. Such a perspective is 
relatively new. Fur most of this century, it 
was far from clear that capitalism would sur¬ 
vive into the third millennium.” 

But to what species of capitalism do ihe.se 
propositions address themselves’’ How can 
such propositions with their claims to 
universality be separated from the ceaseless 
growth of the colossal aggregations of unac¬ 
countable economic i>ower? A power en¬ 
shrined in at most 150 transnational cor¬ 
porations (TNCs) whose death grip strad¬ 
dles the primary, secondary and tertiary sec¬ 
tors. The TNfs have never ceased to garb 
themselves in the mantle of ‘freedom of 
choice’ and ‘market democracy'. Certainly 
markets of a very special genre were gene¬ 
rated and moulded to the profit exigencies 
of TNC power, but this market engineering 
has no affinity whatsoever with the mytho¬ 
logy of general equilibrium theory and 
perfect markets. Rather what the world is 
seeing and feeling is the daily economic 
liquidation of do/ciis of small and medium 
size enterprises, the iiadiiional vehicles of 
innovation and employment. I'his essay diKs 
not propose to invcstigaiv the a piiori validi¬ 
ty of these propositions- but to examine 
them against the background ot beverage 
imperialism, specificially within the concep 
tual framework of the inteinationalisation 
and iransnationalisation ol corporate power 


perceived in the non-alcoholic beverage sec¬ 
tor (NABS), controlled by a clutch ol 7-10 
transnational beverage congloiiicrates 
(TBCs). 

To grasp more incisively the I'BCs evolu¬ 
tion, the two general propositions will be 
linked to another, that of M Rocard, the 
French social democratic politico: “One docs 
not change society without power”. Power, 
as an ensemble of unequal relations, is not 
defined. Does this banalised boutadc refer 
lo his personal power and those of his 
political cronies, inside or outside an 
ephemeral Mitierandist regime’’ How can 
power of any kind be abstracted from the 
pervasive and devouring presence of finance 
capital? Which further raLses the no less vital 
question as to the class composition of the 
scK'iety and in the interests of what social 
classes power is directed. Vhe architects of 
beverage imperialism have supplied the 
answer. 

TBf.'s’ financial and marketing strategics 
and their rapid power of deployment have 
no need for such trivialised Rocardiaii sen¬ 
timent. In TBCs’ operations there is not one 
atom of equivocation in their understanding 
and relentless pursuit of corporate powei, 
prestige and profit. Society is envisaged as 
the sum total of consumers, their mani 
pulable appetites and the weight off their 
pocketbooks. Marketing technology that 
percolates into every orifice is designed 
to achieve a single overwhelming goal; 
.separating the consumer from his money. 

For the TBCs. power docs not spring from 
the barrel of the gun as it did with the United 
Fruit Company (UFC) in its days of glory 
in Central America; but from the compulsive 
drive to control more links in the beverage 
marketing chain: from plantations to super¬ 
market shelf-space. 

What this means in practice was boldly 
articulated by one of UFC’s former 
chairmen, 14 years after the crushing of 
Arbenz’s democracy (1954) in that banana 
republic 

There remains the question of (he political 

impact of a large world corporation in a 

country such as Honduras. It would be 


foolish to pretend that the United Fruit Com¬ 
pany is not without political influence in 
Honduras. 

11 

PowiT .-\ttr(liut«‘t< 

The once clear<ui distinction between the 
alcoholtc spirits sector and the NABS is 
blurred by the interaction of two forces: the 
enormous strides in beverage chemical 
technology, notably in the product-mix of 
alcoholic and non-alcoholic drinks; and ac¬ 
quisitions that have coniribuied to a rap¬ 
prochement of both sectoiN. Analysis will be 
centred on the NABS, bearing in mind that 
several of their paramount players are 
market leaders that straddle a large array of 
alcoholic drinks; Seagram, Philip Morris 
(PM), CiK'a Cola, Kirin, etc. 

This last I’BC occupies an important 
niche in the NAB pantheon us it is one of 
the crown jewels of the Mitsubishi Ivinpire 
(1991 sales: $l65bn). It is also one of the 
world’s biggest beer, spirits and carbonated 
soft drinks producers. All this in addition 
lo being one of Japan’s leaders in pharma¬ 
ceuticals and biotechnology. Such- multi¬ 
sectoral imbrications are common, however, 
in all TBCs. 

The NABS’ aggregate retail sector (minus 
the ex-socialist economies) is around S700bn 
characteri.sed by sharply differential growth 
in various .sectors and sub-sectors. The 
mini.se ule number of iiiega-conglomcrates 
which dominate NABS are also differen¬ 
tiated by their aggregate sales, the size of 
thcii beverage portfolios as a per cent of 
total sale.s, extent of their iransnationali.sa- 
lion and size ol (heir distribution neiwo.ks. 
The authentic new international economic 
order epitomised by the TBCs, and not the 
fatuous musings of a Bush, is one in which 
mounting economic concentration is mat¬ 
ched by geographical concentration in mere¬ 
ly three countries: the US, Sv'itzerland and 
the ' IK. With the gobbling up of Source Per¬ 
rier, France ha.s now been shovelled o'Y cen¬ 
tra stage as a global NAB actor. 

Morgan Stanley's computations of the 
world’s biggest l,0()0 companies by market 
capitalisation pinpoint the significance of 
this indicator which ranks companies by 
stock market value, i e. the value of the 
quoted share price multiplied by the number 
of shares. A useful indicator as it avoids th^ 
difference between national accounting stan¬ 
dards (hat bedevil rankings based on pro¬ 
fitability; it also avoids statistical incon¬ 
sistencies bctweei indu.stries measured simp¬ 
ly by revenues.'' 

What this means in CtKa-Cola’s case is 
that the Atlanta colossus has become the 
world’s seventh largest company with a 
market capitalisation (SS8bn:l992) ahead of 
Toyota and IBM This meant that more than 
S50bn of this ‘wealth’ had been funnelled 
into the pockets of its shareholders of which 
a liny minority holds the bulk of equity. 
Indicative of the swelling current of in¬ 
equalities within US corporate capitalism is 
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thM iC^oca Cola’s chainnan, Robert Coizueta, 
who in addition to his yearly salary of S5m 
and other perks, has been awarded by his 
board for meritorious service one million 
shares worth SSI million. 

It is a matter of conjecture whether the 
current batch of TBC's will still be around 
in five years’ time, or whether parts of their 
corporate empires will be dismembered and 
eaten up by other predators of the NAB 
oligopoly. But of one thing there can be lit¬ 
tle doubt, the pace of concentration rolls on., 
symptomatic of the wobbly foundations of 
international capitalism. 

TBC techniques of annihilation and 
market expansion bear striking similarities, 
although there are dissimilarities within 
specific product lines. 1'hese belligerent 
strategic symmetries are imputable to emula¬ 
tion; interconnection of their output and 
sales networks through joint ventuies. fran¬ 
chising arrangements, co-ordina<rd pricing 
(H)licies and joint distribution networks. 

TBC harmonisation and competition 
policies are two laces of the same coin; 
witnesr: the Nestle/BSN battle over Source 
f'erricr and their jonii c >loiiisalion policies 
in east I-utope. lacio’ -ith stagnant markets 
or. at best, sluggish gf..>wih such strategic 
co-opcration IXKists profits and market share 
as well as being a device for co-ordinaiing 
their [Mjiiiical leverage. 

The fragility ol certain TBCs is glimpsed 
in their debt and capital stiuc'urcs. RJR.' 
Nabisco in the food, beverage and tobacco 
industry eould well be a candidate for the 
chopping bItK'k once again. Today it is sunk 
ip debt th'u i' 'T'.'rc •b;;" half of its capital 
Its decrepit balance sheet, however, portrays 
only pan of its tragic destiny. Survival will 
be determined not by what transpires in 
NABS but in two adjacent sectors; food and 
tobacco. Recouping, or better still augmen¬ 
ting, market share in these two sectors may 
not be impossible but it runs up against the 
omnivorous prc.sencc of entrenched TBC 
behemoths. 

RJR’s survival as a beverage producer is 
thus predicated on reversing its market los.ses 
in tobacco; bin in that hostile terrain it 
hits an impasse. RJR (Camel, Winston, etc) 
commands 26 per cent of the US cigarette 
market. Its domestic share has shrivelled 
over the last 10 years—as against PM's (the 
world’s biggest cigarette producer) 4fj per 
cent, and still rising. The growing economic- 
distance separating these two TBCs must 
be evaluated against the slippage of US 
cigarette sales by ^ per cent yearly, but PM’s 
sales, both domestically and internationally, 
have not been eroded, iuining to the inter, 
national front PM’s pcrloimniice is even 
more robust a.s mo.st of its mega biands (i c, 
Marlboro) have soared exponentially in re¬ 
cent years, with no signs of flagging. An 
event loaded with ominous implications for 
RJR; and one which overspills the NABS 
frontiers. 

In yet other ways, the RJR dossici is in¬ 


structive for the evolution of the NABS. 
RJR it making a desperate gamble to break 
into the international market to offset its 
losses on the domestic front. But here it 
could be heading for its own graveyard, for 
the crisis bedevilling the US market is one 
that is also battering all international 
markets. 

What is true of RJR’s bruised balance 
sheet and its marketing malaise applies with 
far greater foae to small- and medium-si/ed 
beverage companies bled by a never-ending 
economic depression, hammered by chronic 
illiouidity, parsimonious bank rmancing, thc 
inability to fund advertising blitzes anywhere 
near the TBC magnitude. This endemic in¬ 
capacity to galvanise such promotional cam¬ 
paigns is crucial as it is indispensable for 
conquest of supermarket shelf-spacc—the 
major ciaiduil to the consumer’s pockcibouk. 

The capital funding for a TBC’s acquisi¬ 
tions and other requirements docs not. 
however, originate exclusively from its inter¬ 
nally generated revenues, but also from cer¬ 
tain highly sustainable capital flows. What 
Du Pont dc Nemours is to Seagram the 
cigarette industry has always been to PM. 
a perinancni and risk-free source (at least 
momentarily) of torrential cash How. T he 
billions of promotional dollars pumped into 
the extravaganza that propelled Millet beer 
into numbet 2 slot in US beer rankings was 
bankrolled by cigareiic money. Also il¬ 
lustrative of the technique of cros.s- 
subsidisation deployed in the marketing of 
all beverage categories. 

In times of bcxim or bust beverage con¬ 
centration surges ahead. However, decele¬ 
rated growth has whetted corporate appetites 
to new levels of voracity. It is cheaper over 
the long run to take over a company with 
a prestigious logo than build one from 
scratch. The annexatioiial logic i.s thus in¬ 
separable from the avalanching impact of 
capital in quest of profitable outlets. A very 
old issue that still continues to haunt finance 
directors: what is to be done with these cash 
torrents if they cannot be reinvested 
profitably? 

“Internal expansion” proclaims a Unilever 
acquisitions strategist, "will no longer sui 
ficc to utili.se the hundreds of millions of 
cash that Unilever is generating. The lest of 
success is neither product range nor sales. 
It is profits’’ Indeed. Profit for endless 
aggrandisement by all imaginable marketing 
stratagems is systemic in the accumulation's 
modus operandi. Hence that compulsive 
thrust to ceaseless conquests from which 
Unilever has never budged. The TBCs’ tra¬ 
jectory. likethai ol the demonically obses.s- 
cd Captain Ahab (in Melville's Mohy Pirk ). 
is unalterable. 

A highly schematised analysis of the ihrec 
major beverage categories cocoa, coftce, tea 
a.s well as carbonated suit drinks and mineral 
waici brings into fvKus ilic interplay of these 
specific aiinhutcs of TBC commodity power 
on ihc threshold of the third millennium. 


Ill 

IVopical Trio: loa. Coffer, Cocoa 

The tropical trio remains incarcerated in 
a quasi-colonial export-oriented gulag. TIk 
unequal power configuration, spawned in 
(he era of mercantilism carried over to the 
classical era of imperialism (1875-1914), is 
perpetuated by the mega multi-commodity 
traders, whose leading lights are the Soga 
Shoshas and Cargill—a family empire with 
1992 revenues slated to surpa.ss SS.1 billion. 
On these are supeiimposed that formidable 
T'BC phalanx: Unilevei, for decades (he 
world's major tea marketer. Nestle, Coca 
Cola, PM and Procter and Gamble. 

Ii is not fortuitous ihai in this complex 
of state/TNC power UNCTAD’s integrated 
prvrgramme for commodiiies (IPC) was 
scuttled by (he advanced capitalist countries 
(the R Group) and then TNC allies. In pric¬ 
ing and marketing, the tiio's tropical pro¬ 
ducers are largely impotent in matters of 
price formation on their domestic markets; 
non-existent on international inarkcKs. 

Tropical beverage pricing policic.v and 
arrangements manifest in futures markets. 
Commodity auctions cunvcniionallv pre¬ 
sented as unrelated markets are iiitermcshcd 
at the corporate level. As i.s to be expected, 
several TBCs and the incga-iradcrs con 
spicuously drniunsirate then les-eragc on all 
three fronts. In all such highly specialised 
purchasc/sales transactions there is ample 
room for what is euphemistically labelled in 
the trade as ‘amicable arrangements’. 

Precisely. But for the third world, however, 
such pitiless and unstoppable collusion is 
fraught with calamitous consequences. The 
giants are positioned to apply a price squeeze 
at both ends of :he production and distribu¬ 
tion chain: the impoverished primary pro¬ 
ducers and consumers the world over. There 
is no public accountability to call a halt to 
this exploiiaiivc outrage. 

With Coca Cola's notable exception in 
carbonated drink.s, no firm has ever attained 
such supremacy in a single product line as 
Unilever in tea. Upton, with its huge array 
of pioduci line extensions (now strengthen¬ 
ed by its joint ventures with Pepsif.'o and 
other T BCs) is the most univer'a! logo in 
Unilever’s reservoir ol hundreds of brand¬ 
ed pioducis. Conquest of the enormous 
Brooke Bond group in the mid-WK ma.s.sivelv 
consolidated iiv grip on the international tea 
inatkei. 

Despite Its diversification tea continues to 
be one of its majoi profit generators. Thus 
most ol Its acquisitions in the (ooci and 
beverage sectors arc rclaled to extending ns 
mastery ovei the intcinational tea market, 
t his is the impetus behind the takeover by 
Unilever's Thai division of Thailand's big¬ 
gest ice cream inanulactuie' for an esiiinated 
SI.Kbi:, certainly one ol the coslliesi I'ot- 
porale buyouts in S-f- Asia’s history. This 
specific acquiiilion is pivotal loi two mam 
reasons: il dramatises the feriK'ity ol ihe w,n 
between Japanese and mm-Japunese Big 
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Capital ^ot the hegemonic control over the 
Thai economy and S-E Asia. Unilever's 
pounce was a first-sirike designed to pre¬ 
empt a Japanese annexation; and secondly, 
because it provides Unilever with one of 3-E 
Asia’s superbly organised distribution net¬ 
works for its lea products. 

As with coffee and tea, an oligopoly has 
also arisen in cocoa, one no less exclu¬ 
sionary. It comprises the omnivorous Nes¬ 
tle whose global reach was extended by its 
gobbling up of Rowntree-Mackintosh (UK); 
and PM whose annexation (1989) of Jakob 
Suchard (price:S3.8bn) has prodigiously 
enlarged its manufacturing capability in 
coffee and cocoa products. The cocoa/ 
chocolate oligopoly also engulfs such col- 
ossuses as Hershey (USA), Mars (USA) and 
the UK’s Cadbury Schweppes (in which 
Coca Cola has a sizeable equity holding as 
well as joint marketing arrangements), em¬ 
bracing four-fifths of international chocolate 
manufacturing. 

Once again, with minor variation.s, the 
same powerhouses that hegcmoni.sed the 
other tropical beverages are present in coffee, 
deploying the identical multi-billion dollar 
strategies as they have done in all beverage 
and non-beverage sectors. One of the 
mechanisms of beverage imperialism is that 
it consists in building on mega brands by 
promoting massive line extensions and ac¬ 
quiring trade marks. This tenacious line of 
advance is exemplified in PM’s rapid tran¬ 
sition into the ranks of a major TBC by its 
absorption of General Foods (I98S), one of 
the world's biggest coffee traders, toasters 
and processors, sequenced by its grab (1986) 
of Kraft Foods—the largest US food 
company. 

In grabbing Suchard, PM also became a 
majoi player in the SI7bn European coffee 
market; and that is merely three of its 
strategic acquisitions. Precipitously, the 
smaller fry of medium-sized coffee roasters 
and processors arc being pushed to the wall 
or unceremoniously hustled into the cor¬ 
porate grab-bag. Big and small, these 
cumulative TBC aggrandisements—and this 
only within the last decade—are revolu¬ 
tionising the morphology of the inter¬ 
national coffee market. 

No Single TBC delineates the sinews of 
the anatomy of coffee power better than 
Nestle Since the launching of its instant cof¬ 
fee (1937) the Vevey predator has always been 
foraging for victims and their brands. It has 
also multiplied its produa— line extensions 
to expand its retail power. Today Nestle is 
as generic for instant coffee as Coke is for 
soft drinks. The TBC annexationist strides 
in coffee move in the same orbit and pace 
as that of tea and cocoa. 

Not content with hegemonising a sizeable 
chunk of the coffee market. Nestle devoured 
(1984) the 160-year old Hills Bros, third 
largest US producer, securing an important 
bridgehead in the US roast and ground 
coffee business. Its appetite grew with eating. 
With lightning speed (1984) it pounced once 
again in it', favourite hunting grounds, this 


time on the US milk giant Carnation with 
its plethoric beverage portfolio. The com¬ 
modity imbrications of this acquisition were 
phenomenal. Among the more than 200 of 
Carnation’s products, ’Coffeemate’ Figured 
prominently. 

But that was not all. Carnation's 
seizure revealed other parameters of 
beverage power. It also happened to be the 
US leader with two-Fifths of the instant 
cocoa market as opposed to Nestle’s 10 per 
cent, indubitably, its share of that market 
niche can be expected to soar astronomically 
in the 90s. Carnation, itself an unrelenting 
predator, had colonised on a mass scale the 
latin American milk and other beverage 
markets. An invaluable legacy bequeathed 
to the rapidly ascendant Vevey conqueror. 

The colonisation strategy deployed in the 
tropical beverage trio is by no means unique. 
In his celebration of its tentacular expan¬ 
sionism, Helmuth Mauchcr, Nestle’s chair¬ 
man proclaims the ritualistic catechism in¬ 
herent in the irrepressible workings of the 
NAB oligopoly as a whole; 

First, we look tor acquisitions that are com- 
plem<';iiary to something we have already in 
our product line so that we can strengthen 
our position...Second, we ate interested in 
bu.sinesses where somebody else was creative, 
innovative and has developed the nucleus of 
a new business, but has neither the financial 
nor the international possibilities to expand... 
Here, Nestle is a natural partner, of course, 
because of our Financial capacity... and 
because we have the international contacts 
and organisation already in place. 

There is nothing original in this confes¬ 
sional. Vbt, it is nonetheless aseful as it 
honestly debunks the nostrum of creativity 
and innovation which the TNCs have never 
ceased to brandish as one of their parti¬ 
cularisms. In an oblique way, Mauchcr pin¬ 
points the rationale of what .some may con¬ 
strue to be an unstoppable totalitarian jug¬ 
gernaut. It if is. Nestle is by no means the 
solitary voyageur. 

What is occurring in the tropical beverage 
trio is a microcosm of the forces at work 
within the universe of Big Capital. The 
Fortune S(X) largest US industrial Firms is 
revelatory of the grotesque inequalities 
within US capitalism symptomatic of. the 
galloping totalitarian thrust of global 
capit^. The 10 (i <; 2 per cent) most pro- 
Fitable Firms in I9M earned 33 per cent of 
all proFiu. )n 1991, “the top 10 lapped up 
43 per cent of the drought-stricken profit 
pool”. How can the zealots of neo-ecoiiomic 
liberalism in the light of this galloping gulag 
h.t K the temerity to babbie about ‘freedom 
of choice’ and 'market democracy*? 

IV 

Carbonated Soft Drinkn: 
Coke/Pepsi Duo 

Coca-Cola and PepsiCo (henceforth Coke 
and Pepsi) have ruled the carbonated soft 
drink market for decades. By the onset of 
the 80s both had broken into the super elite 


ranks of the 40 biggest US industrial firms. 
The remnants of what is left of thdr emaci¬ 
ated and now vastly diminished competitors 
are scrambling for cover. 

in the duo’s lunge to the summit over the 
past five decades hundreds of soft drink 
companies have been bludgeoned out of ex¬ 
istence, or pul on the auction block. Today 
it is Coke and Pepsi that are the prize 
fighters contending in the battle for world 
hegemony. Coca-Cola whose mega brands 
include Coke, Fanta, Sprite is by far the 
world’s largest manufacturer and distributor 
of soft drink concentrates. 

Changes in the total liquid volume and 
composition in US consumption is a benen- 
mark for gauging the likely pace and direc¬ 
tion of soft drinks in the world in the 9()s 
and beyond. Carbonated soft drinks em¬ 
brace 25 per cent of US consumption; lap 
water 19 per cent; milk 15 per cent; beer 12 
per cent; coffee II per cent; fruit juice 6 per 
cent and others 12 per cent. The adversary 
to be targeted, and liquidated if that were 
possible, by both the duo and other TBCs 
is obviously tap water, which also happens 
to be a free public sector beverage. Not for¬ 
tuitously has it been pejoratively designated 
as ’aqua municipale’ by certain Italian 
admen. 

The US TBCs (particulaily Coke/Pepsi) 
have attained the biggest breakthrough in 
diminishing tap water. O as a Fkpsi marketer 
ecstatically puts it; “nearly 33m gallons of 
soft drinks are consumed each day in the US, 
and since soft drinks repre.sent about one 
quarter of all beverages consumed that 
means that the remaining thrce-quifrter.s of 
the beverage market provides wide-onen op¬ 
portunities”. The mathematics of this 
beckoning El Dorado is that 95 per cent of 
consumers live outside the US and 97 per 
cent of third world peoples consume the 
duo’s natural enemy, ’aqua ininicipalc^. 

With liberalisation and deregulation 
triumphant, the duo's international market¬ 
ing prospects have never appeared rosier to 
the architects of beverage imperialism. The 
enemies of yesterday have crumbled. Even 
the Arab Gulf Corporation Council has 
lifted its embargo against Coke with a 
benediction; “Uur country was returned to 
us through God’s will and the Americans”, 
observes the director-genc .'al of customs in 
Damascus, "and the least we can do is to 
pay back some of the favour”. 

Thanks to such divine intervention and 
George Bush, Coke, with Pepsi at its heels, 
has blueprinted imperial projects of 
Himalayan dimensions so tersely encap¬ 
sulated by Coke’s chairman. Robert 
Goizueu; “By the year 2000, we will have 
Coca-Cola available withih an arm’s reach 
of desire of the 6bn people who will be hous¬ 
ed on this planet!’ This imperial ambition 
is no facile utterance. If realised, this sug- 
gering growth will more than double aggre¬ 
gate non-US sales volume by the end of the 
1990s with all its manifest political con¬ 
comitants. Not surprisingly, with its relative¬ 
ly low per capita cola consumption a reluc- 
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juiciest of the Community's taigets. 

Coke is alieudy the world’s commanding 
leader (46 per cent) as against Pepsi’s IS per 
cent; in the US it has 41 per cent against Pep¬ 
si’s 33. International markets arc incnnLsingly 
accounting Tor a larger segment of their 
growth in volume and profits. International¬ 
ly, the cola giants have long outgrown their 
national beverage markets; a domain res 
tricted to the lesser mortals such as Quaker 
Oats and Dr Pepper. 

In I98S about half of its operating pro¬ 
fits came from abroad. In 1991, this rose to 
four-Fifths. It is only Nestle that is able to 
beat such fantastic records to a frazzle, im¬ 
putable, in part, to Switzerland’s dwarfish 
size. 

Penetration of China, the ex-Soviet 
Union, all of S-E Asia and notably Vietnam 
opens huge potential markets. Marketing im¬ 
plantation is primordial at this juncture; pro¬ 
fit maximising follows. Parallel to what the 
cola sales impresarios baptise as ‘the grand 
El Dorado, has been what Fortune “the 
coca-colonisation of East Germany” that 
immediately sequenced the tumbling of the 
wall. Here the duo was able to pick up 
state bottling plants dirt cheap thanks to 
Treuhand’s largesse, thereby burying the 
hoary myth of ‘the magic of the market 
place’. 

Coke has over 43 per cent of the West Ger¬ 
man soft drinks market, a record that is 
going to be swiftly smashed in the ex-GDK. 
In that poverty-stricken slice of Germany it 
is positioned to stake out over SO per cent 
of the market and iV’psi around 30 per cen:. 
With legendary celeiity the ex-GDK market 
is being wrapped up. What Cokc/Pepsi have 
done better than a million erudite tomes in 
economics could ever have demonstrated has 
been to de- mythologise the preachments of 
people’s capitalism. 

What incidentally is the ex-GDK getting 
out of this beverage deal? Nothing much ex¬ 
cept brown sugar water. As for the employ¬ 
ment generating impact, it is negative. 
Automated bottling technology does not 
create jobs; it abhors workers, and unions 
are anathema. It simply wipes them out. 
I his applies not only to the cola giants but 
to ail of the I BCs, the greatest ol job- 
liquidators. 

The .same frantic drive in the ex-GDK is 
unfolding all over east Europe and Russia. 
Sweetening the pill ol colonisation is that 
the drive to colonise the Russian market is 
being done in concert w ith local big business 
tycoons as Fyodorov—celebrated by some as 
the saviour breed of Russian capitalists— 
awarded a 5 per cent token share in a joint 
venture. Pepsi’s strategic penetration is not 
di.ssimilar. 

Bottling plants are a major instrument of 
war. They have not escaped the clutches of 
concentration. 

The ‘pure bottler* of an earlier competi¬ 
tive era cannot prevail in isolation from the 
cola giants. The bottler franchiser is a 
subordinate player, who, at any chosen mo- 


bag, or junked on the garbage pile. 

The duopoly is. however, no longer pre¬ 
pared to tolerate the existence of indepen 
dent bottlers .save under exceptional circum¬ 
stances. This is a new development. Bottlers 
have always been under pressure, but enor¬ 
mous merchandising pressures arc at work. 
Nowhere was this more clearly thrown into 
focus than in the protracted legal battle 
between Coke and Pernod Ricard, Coke's 
bottler for over four decades. 

Coke won. What this and other astrono¬ 
mically costly legal battles highlight is the 
precipitous lunge to exercise total control 
over the merchandising chain. Whereas Coke 
bottles a third of its US products, given its 
belligerent posture at home and abroad, it 
is capable of boosting this to over four-fifths 
at the national and international level before 
the century's end. Controlling the bottling 
networks goes hand-in-hand with iron-clad 
controls over all facets of the distributton 
networks. How such leverage is likely to be 
used can be seen in the following dossici. 

Quaker Oats (1991 sales S5.Sbn), a major 
food company, with its (iatorade brand, has 
the largest share of the US sports drinks 
bu.siness in the fastest growing sector of the 
soft drinks industry. If this is so how can 
one raise the issue of its survival? The con¬ 
stellation of market leverage provides a due 
Coke has a distribution network of l.Sm 
sales points of which mere than one million 
arc vending machines, daily contact with 
over 3,00,000 retailers. Pepsi has one million 
sales points, around 2,50,000 retailers. 
Quaker has almost no vending machines, a 
trifling 2,00,000 sales points, contact main¬ 
ly with wholesalers. True, Quaker is not in 
the same rickety financial basket as RJR. 
And it can survive without Gatoradc. But 
the spectral question will not go away: how 
long can market leader Gatorade hang on 
given the duo's unrelenting marketing 
firepower? 

Penetration of retail markets is mandatory 
for the duo's retention and expansion: from 
supermarkets to duty-free shops, from 
restaurants to fast-fond outlets, from pubs 
to vending machines and mass tourist mega 
firms. Into the belly of this cola Moloch 
has been pumped uninterruptedly tens of 
billions of advertising dollars over the last 
decades. 

The burgeoning fast-food industry (global 
retail sales: SllObn ) is a major marketing 
peneirator. Coke’s linkage with McDonald’s 
(1991 sales; S7bn) spells out its ramifications: 
Only Coke, Fanta and Sprite are sold on its 
premises. The value of the Coke connection 
is that soft drinks are around IS-20 per cent 
of Big Mac's total sales. 

When the notion of suiuraiion was mooted 
to McDonald's founder he riposted resoun¬ 
dingly: “saturation is for sponges''. No 
doubt, judging by the setting up of another 
21 McDonald fiKsd outlets in Moscow alone 
by end 1994. In conformity with the 
Goi/ueia Doctrine this will inexorably be cx- 


In *hort Big Mac is the grand auxiliary in 
Coke’s colonisaiion-not only of the east but 
. ei 'where, as a perfunctory promenade on 
'C > 'hamps LIysee reveals. No less in- 
* .ble to Coke’s expansionism is its con- 
tt.ictiial m.'.rketing arrangement with Club 
Med that markets exclusively Coke’s 
beserages. In contrast to Coke. I’epsi owns 
its own eateries, but the end game is the 
same. With I’iz/a Hut, laco Bell and Ken¬ 
tucky Filed Chicken (KFO and others IVpsi 
has become the woild’s biggest restaurant 
chain—in which, iiatuially. only IHrpsi drinks 
are served. 

The triumph of the Coke-'Pepsi onslaught 
is that it bears the bitemarks of an inter- 
national tragedy. It has eoiiiributcd to the 
proliferation of what can only be branded 
as totalitarian culinary and gastronomic 
modes of consumption. The very essence of 
choice, cultural and national attributions, 
arc being annihilated with homogenised and 
.standardised modes of consumption mcii- 
culoii.sly calibrated to maximise the gains ol 
a NAB profitarial. Prototypical of Shis un¬ 
folding tragedy is discerned in the Philip¬ 
pines in a report prepared fot the United 
Nations. 

Beverage giants like ( okc and Pepsi have vir¬ 
tually wiped out from the maikei all traces 
of indigenous beverages. Such local tradi¬ 
tional drinks now only manage to surface in 
their stylised version during special holidays 
or in tourist nrslaurants as part of the native 
exotica that every tourist must sample. On 
the other hand. Coke and Pepsi have jiecome 
standard fare for all occasions, Irum the mo.si 
affluenl communities to the humblest bar 
rios of the country. 

(For historical references, see Frederic F Clan 
moni and John Cavanagh, Mervhants oj Drink' 
rninsnationat Conlnil itver the OlotHil Heverajte 
Imtuslry, f*cnaiig, 1986. | 
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REVIEWS 


Nutrition and Health in Rural India 

J«>an l>r<‘ze 

FcmmI, Health and Survival in India and Developing (lounlries by 
S Gillespie and G McNeill; Oxford University Press, Delhi, 1992. 


THIS book brings together the results of 
two recent empirical studies of nutrition 
and health in rural India. The two .studies 
are respectively based on (I) a detailed 
survey of Devarishikuppani panchayat in 
North Arcot district (Tamil Nadu), car¬ 
ried out in I984-8S and covering a little 
over 6(X) households, and (2) a survey of 
112 children under the age of five, and 
their families, in four tribal hamlets oi 
Warangal district (Andhra Pradesh). The 
first study focuses primarily on adult 
health and nutrition, the second on child 
nutrition. Throughout the book, a valua¬ 
ble and scholarly effort is made to relate 
these two case studies to recent debates 
about nutrition and health in the develop¬ 
ing world, as well as to other empirical 
studies. 

The authors are essentially concerned 
with the process that determines the nutri¬ 
tional .status of individuals (or, more 
generally, their health), and with the scope 
for influencing this process through public 
action. Broadly speaking, individual 
nutritional status is seen to depend on 
(I) household food entitlements, deriving 
from both production and exchange, (2) 
the distribution of food within the family, 
and (3) the ability of individuals to con¬ 
vert food into nutritional achievements 
(refleaing, inter alia, their exposure to in¬ 
fection and disease). Nutritional outcomes 
'feed back* into the system to the extent 
that the nutritional status of individuals 
affect their ability to engage in produc¬ 
tive activity. 

Within this broad framework, the 
authors consider a diverse range of speci¬ 
fic issuc.s, which do not lend thcm.selves 
to a simple summary. Let me, instead, 
mention some of the significant empirical 
results that emerge from this study. 

The causes of under-nutrition: An 
elementary but crucial observation emerg¬ 
ing again and again from both .sets of em¬ 
pirical investigations is that the nutritional 
status of individuals is affected by a wide 
. aiigc of economic, social, cultural and en¬ 
vironmental factors, many of which do 
noi operate through standard economic 
variables such as income, expenditure or 
consumption. The problem of poor nutri- 
, jiinot be reduced to a que.stion of 
'Jelicie-'* purchasing power' or even of 
'inadcq:;.'ite food intake'. The nutritional 


status of a girl child, for instance, depends 
not only on (say) household income and 
its uses but also on the educational level 
of her parents, the time-utilisation deci¬ 
sions of her mother, the number of her 
sibling.s, her vulnerability to gender 
discrimination, her activity level and ex¬ 
posure to social stimulation, the quality 
of the environment, etc. This is not a new 
observation, but it does emerge with parti¬ 
cular force in this detailed empirical study, 
and its implications are far-reaching. If we 
take the view that poor nutrition is one 
of the basic deprivations which economic 
development seeks to eradicate, it is im- 
poriant'^o see that the roots of the 
problem—and the parameters of action- 
arc mor^iverse than is usually recognised 
in the literature on ‘poverty alleviation’. 

Nutritional assessment: A related point 
concerns the assessment of under-nutri¬ 
tion, and in particular the relative merits 
of calorie intake and anthropometric 
measurement as nutritional indicators. 
The authors consider that “perhaps the 
most important conclusion to be drawn 
from this study" is the following: “Energy 
intake alone is not a useful indicator of 
the adequacy of energy nutrition.’’ This 
conclusion, as the authors see it, is largely 
based on the fact that physical activity 
levels vary a great deal between different 
populations and individuals, making the 
interpretation of energy intake levels quite 
problemaiic.''ll can also be related to the 
earlier observation that nutrition has 
multiple determinants, not all of which 
are mediated by energy intake. Following 
on this conclusion, the authors make a 
ca.se for greater emphasis on the use of 
anthropometric measurement in nutri¬ 
tional assessment. The case is fairly per¬ 
suasive, especially since it is made by two 
scientists who have devoted considerable 
effort to the accurate estimation not only 
of individual energy intakes but also of 
r. my variables affecting the interpretation 
ot these energy intakes, including activi¬ 
ty levels. 

The class factor: The findings on dif 
fcrences in nutritional status by socio¬ 
economic groups are of panicular interest, 
especially in view of the current debate 
about the relationship between household 
income and individual nutrition. In the 
North Arcot study, households have been 


classified into broad groups in terms of 
land endowments ('landless’, ‘marginal 
farmers', 'small farmers' and ‘large 
farmers’), and information is provided on 
groupwise adult energy intake, activity 
levels and anthropometric measurements. 
Energy intakes broadly follow the ex¬ 
pected pattern, with better-endowed 
groups consuming more food (but not a 
lot mure food); for instance, the average 
energy intake of men from landless house¬ 
holds is found to be 87 per cent of that 
of men from ‘large farmer’ households, 
and the corresponding figure for women 
is 86 per cent. Male physical activity levels 
arc quite similar in different groups, while 
women in the less endowed households 
tend to be more active than women from 
landed households (except during the 
‘main harvest’ season). As far as an¬ 
thropometric measurements are concern¬ 
ed, the expected gradient (with adults in 
richer households having a better average 
nutritional status) applie.s, although the 
relationship between economic status and 
anthropometric measures docs not appear 
to be very strong. Whilst adults from 
economically disadvantaged households 
tend, on the whole, to be lighter and to 
have less body fat (with, for instance, 
women from ‘large farmer’ households 
being more than 3 kilograms heavier than 
women from landless households), the 
average height of men and women is not 
clearly related to economic status. These 
results, like those of a number of other 
recent studies, suggest that the relation¬ 
ship between individual nutritional status 
and household economic status is rather 
weak in rural India; small economic gains 
do not translate in an immediate or 
dramatic way into better nutrition. It 
should be mentioned, however, that the 
use of land ownership its a criterion of 
economic .status in this study may have 
blurred the relationship between nutrition 
and income, since the relationship bet¬ 
ween land endowment and household in¬ 
come can itself be rather weak. 

Seasonality: An innovative aspect of 
the two empirical studies reported in this 
volume is the close study of seasonality. 
On this point, the ba.sic message seems to 
be that the relationship between seasonali¬ 
ty and under-nutrition is probably not as 

* In this connection, it is interesting to note 
that (according to National Sample Survey 
data) caloiie intake levels are significantly 
tower in urban areas than in rural areas in 
many Indian stales, despite much higher 
levels of per capita income and expenditure. 
This contrast ma> relate to higher activity 
levels in rural areas. 
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common belief that V«erything gets worse; 
especially for the poor, during the rainy 
season’ is a little simplistic to say the least. 
The complex nature of the relationship 
between seasonality and nutrition emerges 
partly from the contrasting results obtain¬ 
ed in this respect in the Tamil Nadu and 
the Andhra Pradesh studies. The house¬ 
hold survey in Nonh Arcot district detects 
little trace of seasonal effects: although 
activity levels and energy intakes do vary 
considerably between different seasons, 
anthropometric measurements are remar¬ 
kably stable For instance, the ‘body mass 
index’ varies by only 2.8 per cent for men 
and 1.2 per cent for women between the 
‘highest BMP and ‘lowest BMP seasons; 
further, for men as well as for women 
seasonal variations in BMI viere smallest 
among the landless. In the Waiangal sam¬ 
ple of children under five, on the other 
hand, a clear seasonal pattern does 
emerge (perhaps due to the absence of ex¬ 
tensive irrigation, which does not apply 
to North Arcot). During the rainy season, 
low food availability combined with a 
peak of child disease and female labour 
force participation adversely affect child 
nutrition; the reverse applies during the 
winter season. On the other hand, subjec¬ 
tive perceptions of family health in dif¬ 
ferent sea.sons do not exactly correspond 
to this pattern. When asked “in a normal 
year, which is the worst time for your 
family‘s health, and why?“, a majority of 
men cite winter as the worst season and 
“adveise weather" as the cause. Women, 
on the other hand, tend to regard the rainy 
season as even worse than the winter 
season, with adverse weather remaining 
the most widely-cited cause of ill health. 

Gender. The book provides a number 
of useful insights on gender-related 
aspects of health and nutrition. Concer¬ 
ning the nutritional status of females vis- 
a-vis malc.s, there arc—as with the issue 
of seasonality—important contrasts bet¬ 
ween the North Arcot findings and the 
Warangal findings. In the North Arcot 
sample, there is no evidence of any female 
disadvantage in nutritional status, whether 
assessed on the basis of calorie intake or 
on the basis of anthropometry. In the 
tribal hamlets of Warangal district, on the 
other hand, “seven out of eight severely 
underweight children were girls” (p 128). 
While the sample size (112 children) is too 
small to warrant a firm conclusion on this 
point, and the extent of gender differen¬ 
tials varies deiwnding on the choice of an¬ 
thropometric indicator, the tentative find¬ 
ing of a significant anti-female bias in the 
Warangal sample is interesting given that 
this bias is generally thought to be relative¬ 
ly small—if it exists at all—in south India 
and in tribal communities. 


—A immii geini i - iH M Wi B Buemw i nnng 
authors call the “maternal dilemma" 
faced by many a mother, “whereby time 
allocate to earning income needs to be 
traded off with time spent in feeding and 
caring for her child” (p 23). The Warangal 
study su^csts that the net effect of 
maternal involvement in income-earning 
activities is detrimental to child nutrition. 
Again, the sample is small and the results 
require careful interpretation. But these 
findings suggest that the maternal dilem¬ 
ma can be a real one, and needs careful 


i^uhiilMHiion in any analysts oi temaM 
employment in developing countries. 

'his account of some of Gillespie and 

Neill’s findings is far from exhaustive; 
and is only intended to give an idea of the 
richness of the empirical studies reported 
in this book. l>espite some flaws of 
presciuatinn, this innovative study pro¬ 
vides an cxcellcni illustration of the 
usefulness of studies that combine infor¬ 
mation on nutrition and health with 
socio-ecoiioniic data. More are needed. 


A Moving Narrative 

Hareh Sothi 

Where Wuim‘n are Leaderx: The SKWA Movement in India by Kaiinui 
Rose; Vistaar Publications, New Delhi, 1992; pp 286, Rs 225. 


AN organisation mu.st be built on the 
strengths of its members is a maxim oft- 
quoted by all leaders. But what if all that 
the leaders can see are weaknesses, not 
strengths? Foi years now, the ‘movement’ 
of the working classes has focused its 
energies on those fortunate enough to be 
included in the fold of the formal sectors 
of the economy. The factories and ofilccs, 
mines and fields were selected as the most 
appropriate sites of organisational acti¬ 
vities. The rationale may have been 
pragmatic (those under a single umbrella, 
a single trade, with common working con¬ 
ditions and with common characteristics 
are most easily organisablc) or theoretical 
(the selection of the organised sector 
working class as the proletariat); the fact 
remains, that in the main, union activities, 
be they of the BJP or of the IPF, have 
concentrated their energies on a minority 
of the labouring poor. 

If the labouring poor happen to 
be women, the gaze of the leaders 
becomes even mure jaundiced. For not¬ 
withstanding hundreds of researches— 
from, the Status of Women in India Import 
to Shmms/ia/://—policy-makers and 
organisers simply refuse to accept the 
reality of women as workers, as produc¬ 
tive agents who contribute to the genera¬ 
tion of wealth, provision of services and 
enable society to survive. Caught between 
organisers who privilege cla.ss over gender 
and the vast majority of the women's 
groups and programmes dispensing chari¬ 
ty, the woman worker still remains cloaked 
in invisibility. They thus are either ignored 
or become targets of interventions which 
see them as procreative, not productive. 

SEWA as an organisation, a movement 
and as a process represents a major 
challenge to this distorted outlook. From 
1971, when it began its fledgling efforts 


to ‘change situations of poverty through 
struggling for justice in woii)en‘s work 
lives’ by organising women headloadets 
and can pullers on the margins of 
Ahmedabad's textile industry. SEWA 
today has grown into a union of over 
50,000 self-employed women workers. It 
is this saga—from organising, women in 
the informal sector, to research and lob¬ 
bying around larger issues relating to 
development, particularly policies related 
to labour, employment and human 
resource development, both nationally 
and internationally—that Kalima Rom 
seeks to capture. 

Unlike most unions which organiM 
workers in one kind of industry, who 
share one work place, and concern 
themselves with problems which revolve 
round only the work issues of their 
members. SEWA organises women with 
no fixed employer, no fixed locations, who 
“carve their small niches in the economy, 
day by day, with only their wits to 
guide them against incredible odds of 
vulnerabi'ity, invisibility and poverty". 
This involves forming both unions and co¬ 
operatives; providing child c-ire and health 
services; skill upgradation and marketing; 
even setting up a bank for the provision 
of credit and using every smaH lever to 
help women earn incomes, generate and 
control assets and recognise themselve, 
both as women and workers. 

The story of SEWA is too rich and do 
multi-dimensional to be captured in any 
single book, far less a brief review But 
there are lessons which need reiteration if 
the mainstream working-class movement 
is to reform and make itself relevant to the 
vast majority of its potential constituents. 
The first task is to change one’s gaze, to 
learn to look at people as they are, the way 
they work and survive, the bottlenecks 
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and constraints they face in their strug¬ 
gles for survival. The next lesson is that 
collec' i\ organisation leads to justice, to 
a reordering of the relations of both 
exploitation and oppression. The third is 
to operate on the most immediate and felt 
needs of the constituents, with a constant 
emphasis on what the members can do on 
their own-using their assets, qualities 
and skills. 

The decision to work with women was 
fortuitous. It came about not only becau.se 
Lla lihait was in charge of the women's 
wing of the Textile Labour Association, 
but because years of organising work had 
taught ‘Llaben’ that women are better 
fighters of day-to-day poverty than men; 
that they exercise considerable ingenuity, 
combine many jobs and occupations to 
bring ill the income essential for survival. 
Lqually importantly, unlike men, their 
earnings go to the l^amily. But most im¬ 
portantly. women are concerned about the 
future about wanting their children's lives 
to be better than theirs. It is through com¬ 
bining the women's ability to be flexible, 
mixing domestic work with income earn¬ 
ing activities, shifting skills and occupa¬ 
tions to it>nc to the market with their 
needs ut tair credit, fair wages, skill 
training, year-round work, legal protec¬ 
tion and maternity protection and child 
caic—that has made SEWA as a union, 
diflercnl. 

Kalima Rose presents both a detailed 
and a moving account of the hundreds of 
struggles that have gone into making 
SEWA a movement and a symbol. Even 
as a reader who was not unfamiliar with 
■ lie organisation and its work, the feeling 
of incredibility is amazing as one con- 
tronis SI:WA in its coniple.xity. Through 
each encouiiier, what comes across is the 
paiiciicc, flcxibiliiy, openness to ideas and 
strategics and a dogged perseverance 
which IS indeed tare. What also comes 
through, particularly when working 
with individuals trapped in a survival 
syndrome, arc the ir rits of a non- 
coiifror.ialional strategy of persuasion. 
SI.WA's mode of working emphasises 
gaining strength and changing the terms 
of mcoiporaiion without direct clashes. 
Ill the procc.s.s, not only have real gains 
been made for its members, but their con¬ 
fidence in both themselves and their 
I'll ganisai ion seems lo have grown. E.ach 
advance thus becomes the new base for 
.urging ahead. 

As 4 union, SEWA scents to be 
challenging all conventional models of 
unionising. Instead of demanding to be 
absorbed into the formal and organised 
sector workforce, SEWA demands that 
home-bused work be recognised as 
legitimate and pioiecied. It fights for 
cvcivthing—safer work environment, fair 


wages, fair piece-rates—to be covered 
under a variety of insurance schemes. And 
it does not wait for others to respond- It 
starts with self-help by recognising and ac¬ 
ting together to improve women's lives. As 
a co-operative, SEWA not only provides 
credit, inputs, skills, marketing advice— 
but also .seeks to modulate policy to en¬ 
sure steady and expanding work. It seems 
to have realised the need to build up both 
collective and individual assets. As a 
bank, it seems to have broken ail bank¬ 
ing norms. But in the process it has en¬ 
couraged and mobilised savings, made 
loans for both production and consump¬ 
tion purposes, and ensured a rate of return 
on capital better than most nationalised 
banks. As a lobbying organisation, it has 
over the last two decades managed to con¬ 
tribute to many legislative and policy 
changes—locally, nationally and globally. 
And as a network not just of SEWA's in 
other parts of the country, but to other 
voluntary groups, unions and co¬ 
operatives—it has extended co-operation. 
Above all, it has demonstrated an alter¬ 
native, viable model of working with 
women, as workers. 

it is not as if the SEWA story has been 
all rosy. Notwithstanding its growth as an 
organisation and its increasing fame, 
SEWA remains, like its women members, 
highly vulnerable to environmental con¬ 
ditions. The frequent caste and communal 
riots in Ahmedabad has often wreaked 
havoc. The shifting of personnel in the 
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Social Consequences of New Economic Policies 

With Particular Reference to Levels of Living of 
Working Class Population 

Ajil Kumar Singh 

This paper discusses some of the likely consequences of the new economic policy measures being pursued since 
July 1991, particularly their impact on the living conditions of the working class. The author first reviews the 
theoretical literature dealing with the distributional effects of stabilisation and structural adjustment program¬ 
mes. This is followed by a brief survey of the empirical experience of countries in different parts of the world 
with respect to the social consequences of economic reforms. Finally, with the help of these theoretical and empirical 
insights, the issue is discussed in the context of the Indian economy using whatever limited data are available. 


1 

Inlmdurtion 

OVER the last two decades a large 
number of countries in diffcieiit parts of 
the world have adopted economic stabili¬ 
sation and structural adjustment pro¬ 
grammes under IMF direction. These pro¬ 
grammes have met with different degrees 
of success in achieving the set policy 
objectives of correcting the balance of 
payment and fiscal deficits and creating 
a more competitive and efficient econo¬ 
mic environment. In many cases program¬ 
mes could not be carried through and had 
to be aborted midway as they had a 
destabilising effect on the polity and 
economy of the countries adopting them. 

The adverse social consequences of the 
reform package and the failure of the 
policy-makers to anticipate and deal with 
them have been a major cause of the op¬ 
position to these reforms. 7'he contrac¬ 
tionary impact of the stabilisation efforts 
and the structural adjustment in the pro¬ 
duct and goods as well as labour markets 
affect income distribution with differen¬ 
tial impact on different social groups and 
sub-groups. While some groups—-usually 
the richer sections- tend to gain as a 
result of the economic reforms large 
sections—usually the poorer ones—suffci 
during the structural adjustment 
programmes. 

Various studies have shown that the 
poor, particularly the working clas.ses, 
bear the main burden of the structuial 
reforms. According to Paul Streeten; 
“Some of the austerity in the much 
bewailed austerity programmes is... in¬ 
evitable. In particular, employed wage 
earners in the organised sector, including 
those in public enterprises, not normally 
among the poorest, may have to suffer” 
(Streeten 1987; I476|. Lance Taylor has 
observed that “usually income distribu¬ 


tion against labour and the poor is impli¬ 
cit in stabilisation attempts” [Taylor 1983: 
2(K)|. Pastor has shown that “the .single 
most consistent el feci the IMF seems to 
have is the redistribution of income away 
fiom woikers" [l^stor 1987; 2.S8). A study 
of the impact of IMF stabilisation pro¬ 
grammes leads F.shag to conclude that 
“the main burden of adjustment under 
stabilisation programmes tends to fall on 
labout and on low-income groups in 
general” |Lshag 1989; 306|. 

It is the realisation of these adverse 
social consequences of the economic 
reform packages that has forced the 
policy-makers and the multinational in¬ 
stitutions supporting the programmes to 
search for adequate safety nets so as to 
give the structural reforms a human face. 
Thus a studs of the social consequences 
of structural adjustment is not merely of 
academic interest, but something of vital 
importance for the content, direction and 
success of the economic reforms. 

While it can he readily perceived that 
various policy measures will affect dif¬ 
ferent social groups differently, the 
analysis of the net final impact of these 
measures on a particular group, such as 
the working class, is extremely difficult. 
1 he policy packages often have conflic¬ 
ting effects and the mechanism through 
which they work is quite complex {Demery 
and Addison 1987; 1495). The theoretical 
insights and empirical findings have their 
own limitations in view of the specificities 
of each country. The losses of the short 
period can also lie compensated by gains 
in the longer petiod, though it does not 
follow that the short-term lo.sers are the 
same as the long-period gainers [Demery 
and Addison 1987; I49S|. It is also dif¬ 
ficult io isolate the impact of the adjust¬ 
ment measures from that of the earlier 
crisis or to visualise the situation in the 
absence of these measures [Morrisson 


1992; 6). Analysis of the social conse¬ 
quences of structural adjustment policies, 
particularly on the standard of living of 
the people, is further constrained by the 
fact that required data on various relevant 
aspects are either not collected or are 
available with a considerable time-lag. 

It is in the light of these formidable 
difficulties that we proceed to analyse in 
this paper some of the likely social con- 
.sequences of the new economic policy 
measures adopted in India in the recent 
past, particularly their impact on the liv¬ 
ing conditions of the working class. We 
first review the theoretical literature deal¬ 
ing with the distributional effects of 
stabilisation and structural adjustment 
ptrlicies. This is followed by a brief survey 
of the empirical experience of countries 
in different paits of the wui Id with respect 
to the social consequences of economic 
reforms. Finally, we discuss the issue in 
the context of the Indian economy with 
the help of these theoretical and emr irical 
insights and whatiwer limited data are 
available 

11 

Th«‘(iri>tiral KxpootationH 

The application of a general equili¬ 
brium model to analyse the distributional 
effects of an adjustment programme are 
still in infancy [Dervis, de Mello and 
Robinson I9K2|. Most of the analysis has 
been conducted m a partial equilibrium 
framework cither through a two-sector 
neo-classical model which classifies the 
economy into the tradable and non- 
tradable sectors or through what Kanbur 
has called ‘qualitative statements’ about 
the results of adjustment on poverty 
[Kanbur 1987; ISIS[. The theoretical ex¬ 
pectations emerging from these exercises 
have been excellently summarised in two 
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articles (Demery and Addison 1987; 
Helleiner 1987]. 

The efrects of stabili.sation and the 
structural adjustment programme on dis¬ 
tribution, poverty and standards of living 
have been analyst in terms of the impact 
of expenditure reduction required for 
macro-economic stabilisation and expen¬ 
diture switching caused by structural ad¬ 
justment through liberalisation of the 
economy. 

lb correct the balance of payment and 
fiscal deficits governments resort to con¬ 
tractionary monetary and fiscal policies, 
which are likely to have a deflationary ef¬ 
fect and aggravate unemployment levels. 
The output and distributionary impact of 
expenditure reduction by the government 
will depend upon how the reductions are 
spread over different components of the 
public expenditure- capital or current ex¬ 
penditure and expenditure on social ser¬ 
vices, administration, defence, infrastruc¬ 
ture, etc A general presumption is that in¬ 
vestment expenditures are reduced more 
than current expenditures and infrastruc¬ 
ture expenditures more than defence, 
administrative or social expenditures 
(Streelen 1987: I476|. The adverse im¬ 
plications of such adjustments on un¬ 
employment and long-term growth arc 
unavoidable. 

Cuts in government demand will have 
immediate impact on the suppliers of 
goods and services, mainly in the urban 
organised sector. Reduction in incomes 
and employment in the urban organised 
sector will, however, be transmitted to the 
urban informal sector and the rural sec¬ 
tor jlicmery and Addi.son 1987: 1492). 
Reduction of outlays on infrastructure 
and construction activities which are more 
labour-intensive will particularly hit un¬ 
skilled labour. 

To the extent that the axe falls on social 
expenditure like education and health and 
social security nets—food subsidies arc a 
particular target for expenditure reduc¬ 
tion-—the standard of living of the poorest 
section is directly hit. T heir economic con¬ 
ditions are further worsened by the rise 
in the prices of the basic necessities due 
to inflationary effect of devaluation and 
the rise in the prices of public utilities 
following withdrawal of state subsidies. 

The observations of l^iul Sircctcn arc 
particularly telling in this respect: 

The price rise that follows devaluation 
and the removal of controls frequently af¬ 
fects particularly the necessities consum¬ 
ed by the poor. Reduction in government 
expenditures are often on labour-intensive 
public works, food subsidies and siKial 
services... Monetary and fiscal restrictions 
raise unemployment and reduce the bar¬ 
gaining power of unskilled labour. In all 
cases it is the poor who suffer more than 


they would have suffered in a »tiution*of 
repressed inflation, where demand for 
labour is high, the prices of necessities are 
controlled, and social services are more 
generous [Streeten 1987: 1477). 
Monetary contraction and liberalisation 
of the financial and capital markets with 
attendant rise in interest rates, credit ra¬ 
tioning, withdrawal of special priority and 
concessions to the target groups are likely 
to redistribute incomes in favour of the 
rich and adversely affect the rural popula¬ 
tion and weaker sections for whom the ac¬ 
cess to credit is reduced and its cost in¬ 
creased (Helleiner 1987; 1505). 

The macro-economic stabilisation poli¬ 
cies are thus likely to influence adversely 
the living conditions of the working 
classes and aggravate poverty. Surveying 
the various effects of the stabilisation 
policies Helleiner concludes; 

Whatever one may conclude about 
distributional effects, there must be a 
strong presumption that, other things 
being equal, macro-economic contraction 
will worsen poverty. While the relationship 
is not tight, and there is room for offset¬ 
ting policies, there must also be a pre¬ 
sumption that the greater is the reduction 
in overall absorption the greater is the 
adverse impact upon poverty (Helleiner 
1987; 1506). 

The structural adjustment policies in¬ 
volving globalisation and liberalisation 
through measures like devaluation, reduc¬ 
tion of tariffs, removal of price distor¬ 
tions, etc, have their impact on distribu¬ 
tion and poverty through expenditure 
switching. The analysis of these effects has 
been done in terms of switches in favour 
of the tradables against domestic or non¬ 
tradable goods and services. While devalu¬ 
ation is likely to have a deflationary im¬ 
pact on demand and an inflationary im¬ 
pact on costs and prices in the short run, 
its impact on income distribution will de¬ 
pend upon the specific circumstances of 
an economy. T hese impacts have been ad¬ 
mirably summed up by Demery and Ad¬ 
dison in the following words: 

...whether or not devaluation leads to 
greater inequality and poverty depend.s on 
the specifle characteristics of the develop¬ 
ing countries in question. If the produc¬ 
tion of exportables were in the hands of 
self-employed small scale farmers, devalu¬ 
ation might improve income distribution. 
On the o'her hand, if the production of 
ir'portables is capitalistic and relatively 
capital-intensive, the increase in profit rate 
would imply a deterioration in income 
distribution. Similarly much would de¬ 
pend on the consumption propensities of 
different groups. If the export crop is also 
the staple food (as for example in the ca.se 
of rice in Thailand and beef in Argentina), 
the leal incomes of the poor are likely to 
fall disproportionately, since food figures 


prominently in their consumpfion Munet. 
But if tradi^ goods arc mainly manufac¬ 
tures, and the staple food non-tnded, the 
reverse could apply. Finally, the poverty 
effects of expenditure switching would 
depend on the extent of powrty in the 
tradables and non-tradables sectors 
(Demery and Addison 1987; 1488). 

Scholars have also drawn attention to 
the important role that labour markets 
play in mediating the impact of the ad¬ 
justment policies on the living standards 
of different social groups [Horton, 
Kanbur. and Mazumdar 1991; Demery 
and Addison 1987). A well functioning 
labour market with flexible wages and 
high mobility can make the process of ad¬ 
justment smooth and reduce the transition 
costs. The level of integration of the 
labour market further determines which 
section of labour bears the cost. In the 
segmented markets, which arc closer to 
reality, with differing degrees of labour 
organisation and bargaining strength of 
different segments, the social costs will be 
unequally shared. The public sector 
employees and the organised urban labour 
may be able to cushion the adverse impact 
to .some extent. The main burden of ad¬ 
justment often falls on workers in the 
urban informal sector and rural labour. 

Though the debate about the equity ef¬ 
fects of structural reforms is still in¬ 
conclusive the theoretical expectations 
drscussed above lead to a strong presump¬ 
tion that the short-run impact of these 
reforms is to worsen the unemployment 
situation and income distributior, ag¬ 
gravate poverty and adversely affect the 
living conditions of the working classes. 
That these theoretical forebodings are not 
purely hypothetical is evident from the 
historical experience of a large number of 
countries, to which we turn in the next 
section. 

Ill 

Empirical Evidence 

Various studies of the IMF-led adjust¬ 
ment programmes have shown that while 
they had mixed impact on balance of pay¬ 
ment and growth rates, they werraccom- 
panied by a rise in unemployment and in¬ 
flation rates, shifted income distribution 
in favour of the rich and adversely af¬ 
fected the living conditions of the workers 
and poor sections. Findings of sbme of 
these studies are briefly reviewed below. 

Employmeni Level 

In Latin America adjustment policies 
failed to increase exports, real GNP fell 
by 9.5 per cent between 1980 and 1984 and 
open unemployment went up from 7 to 
II per cent and participation rates fell 
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[Hoewm 1987: 143]. In Chile; Columbia, 
Kni and Venezu'^la unemployment rates 
jumped by SO to 100 per cent and ranged 
bet w een 14 and 20 per cent [Hoeven 1987: 
144). In some countries like Brazil the rise 
in unemployment was confined to a short 
period. Surveying the impact of adjust¬ 
ment programmes in a cross-section of 12 
countries Horton et al conclude that 
*^inemployment rates did not remain high 
during adjustment, with the exception of 
Chile whm extremely high rates persisted 
over at least a lO-year period. As a rule, 
unemployment rates move cyclically and 
peak in recession/stabilisation periods” 
[Horton. Kanbur and Mazumdar 1991: 
5371. 

The deflationary impact of the fiscal 
contraction docs slow down the rate of 
employment generation, particularly in 
the public sector [Ginneken 1990:446-447], 
Of greater significance is the differential 
sectoral employment effect of the adjust¬ 
ment programmes. The public .sector, 
modern industrial and the urban sector 
employment is affected to a greater extent. 
Privatisation and modcrni.sation of public 
enterprises has been as.sociated with sharp 
retrenchment [Ginneken 1990: 447]. 

in most of the countries the slowing 
down/fall in formal urban sector employ¬ 
ment has been accompanied by an expan¬ 
sion in urban informal sector employ¬ 
ment, a slowing down or reversal in rural- 
urban migration and in further ctowding 
in agriculture [Horton, Kanbur and 
Mazumdar 1991). 

WACih Tkenijs 

The cost push inflation associated with 
structural adjustment and the slack 
employment market leads to a fall in real 
wages with consequent adverse effects on 
living standards of the workers. Hoeven 
reports a sizeable decline in industrial 
wages between 1980 and 1984 in African 
and Latin American countries--40 per 
cent ill Tanzania, 3.1 per cent in Zambia 
and Mexico and 24 per cent in Peru 
[Hoeven 1987). Tokeman reports an 
average decline of 8.4 per cent in real 
wages in manufacturing industry and 19.4 
per cent in construction. Horton et al find 
a sharp decline ranging from 30 to 60 per 
cent in real wage indices between 1980 and 
1987 in Argentina, Bolivia, Chile, Costa 
Rica, Egypt and Kenya but a steady rise 
in Korea and Malaysia and a moderate rise 
with fluctuations in Brazil [Horton, Kan¬ 
bur and Mazumdar 1991; .S40]. 

Real wages of government employees 
have fallen almost everywhere [Horton, 
Kanbur and Mazumdar 1991:547]. The 
decline is reported to be of the order of 
30-40 per cent in African countries during 
1973 and 1985 and between 10-20 per cent 


in Latin America between 1980 and 1987, 
though in Malaysia and Indonesia they are 
reported to have risen [Ginneken 1990: 
449). 

Informal sector earnings generally rend 
to decline because of over-crowding and 
absence of any institutional mechanism to 
compensate for inflation [Horton, Kan¬ 
bur and Mazumdar 1991; 547; Morrisson 
1992: 19]. 

Agricultural incomes show a rise in 
some countries during adjustment period, 
e g, Morocco, Ivory Coast, Ghana and 
Malaysia, but counter examples are also 
there as of F.quador [Morrisson 1992: 
19-20]. 

StXIM EXI’LNOITURE 

The need to reduce fiscal deficits and 
meet mounting expenditure on interest 
and debt repayment has forced the 
governments in the countries undergoing 
structural adjustment to reduce/slow 
down the growth of public expendituie 
and to bring about shifts in the expen¬ 
diture pattern. Due to political coasidera- 
tions, governments have found it easier to 
cut back on capital expenditure and ex¬ 
penditure on subsidies and social expen¬ 
diture. The 'decline in the share of social 
security expenditure has been particular¬ 
ly sharp in i.atin American countries and 
west Asia—from 36.0 pet cent to 24.3 per 
cent and 20.3 per cent to 17.2 per cent 
respectively between 1980 and 1987 
[Ginneken 1990: 445]. The wage bill also 
declined sharply in l.atin America. Within 
capital expenditure, investment in social 
infrastructure has suffered most [Hoeven 
1987; 143]. 

Withdrawal of food subsidy and reduc¬ 
tion and reorientation in .social expen¬ 
diture are among the measures which have 
a direct and strong deleterious effect on 
the standard of living of the working 
classes and the poorer sections. In .Sri 
lanka the spending on health, education 
and food subsidies declined from 38 per 
cent of current expenditures in 1977 to 22 
per cent during the years 1980-82, which 
coupled with limited growth in earnings 
among the poor resulted in an oserall 
decline in the levels of consumption of the 
poorest expenditure clas.ses [Saiin 1987]. 
In Turkey, Ciuyana and Sudan there was 
a relatively sharper reduction in social ex¬ 
penditure (Stieeten 1987: 1476], In 
Somalia and lanzzinia primary educa¬ 
tion’s share in expenditure actually declin¬ 
ed [Sahn 1992: 688]. The cut on non- 
labour inputs in social sectors affects the 
quality of the services provided. Thus in 
Tanzania cut on spending on drugs, etc, 
resulted in a drastic deterioration in the 
quality of rural health care provided 
[Ginneken 1990: 446]. 


Per capita expenditure on education 
and health was r^uced by 11 per cent and 
5 per cent respectively in Morocco, by 29 
per cent and 35 per cent in Equador and 
by 20 per cent in Chile [Morrisson 1992: 
22). I'he falling standard of living of the 
poor households was reflected in the 
decline in primary .school enrolments in 
Morocco and Ivory Coast [Morrisson 
1992: 22). Assessing the overall impact of 
adjust mciii programmes on equity in five 
selected countries. Morrisson finds a con¬ 
siderable fall in standard of living in 
Equador and Chile and a definite fall in 
towns in Isory Coast and Morocco, rela¬ 
tive stability in urban Ghana, where gains 
and losses cancelled each other put, and 
Malaysia [Morrisson 1992: 23). 

The decline in nutritional levels affects 
the mortality rates particularly in case of 
infants. In C'hile and Equador infant mor¬ 
tality rate and life expectancy continued 
to improve in spile of declining standards 
of living [Morrisson 1992: 24j. But in 
Bangladesh, lughci prices of rice resulted 
in higher child mortality [Streeten 1987; 
1477). 

The decline in the living .standards of 
the working classes associated with the 
structural adjustment programme has ag¬ 
gravated poverty levels, particularly in the 
urban areas, as in Morocco, Equador and 
Chile, while in the rural areas the ex¬ 
perience has been mixed [Morrisson 1992: 
23-24|. 

The undesirable effects on poverty and 
■he deilinc in the living standards are like¬ 
ly to cause irreparable long-run damage 
to the affected people even if economic 
stability is restored. As Eshag remarks: “It 
is not, however, always realised that cuts 
in eurretti social expenditure, notably on 
child welfare, health, nutrition and educa¬ 
tion. also significantly influence the pro¬ 
ductivity of future generations. The future 
costs of such cut-backs are likely to be 
particularly htgh in the poorer developing 
countries where the standard of living is 
already very low and where a relatively 
large proportion of chi'dren suffer from 
malnutrition and poor health” [Eshag 
1989: 307j. 

To sum up the historical experience of 
the countries which have adopted the 
IMi-World Bank package of economic 
siabiltsatron and structural ad)usimcnt 
prograrnnre, these countries have witness¬ 
ed a fall, irt many ca.scs quite significant, 
in the standards of living of large sections 
of the population, mostly the working 
classes, as a result of slowing down of 
employrneni opportunities, increase in 
open unemployment as well as under- 
empioymctii, fall rn real wages, with¬ 
drawal ol fo*xi subsidies, rise in the prices 
of pirhiic SC'V tees, contraction of social ex¬ 
penditure by the government and a decline 
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burden of stnictural adjustment has fallen 
more severely on the urban as compared 
to the rural areas and on the unorganised 
sectors of the economy as compared to the 
organised sectors. The sudden rise in the 
cost of living has caused widespread pro¬ 
test often culminating in violent rioting 
as happened in the Dominican Republic, 
Zambia. Brazil, Peru, Bolivia. Ibnisia, 
and Egypt to name a few countries 
(Streeten 1987: I477J. These social costs 
have forced the countries adopting the ad¬ 
justment package to initiate specific pro¬ 
grammes to protect the most vulnerable 
sections and to mitigate their impact. 

While it is true that there is a con¬ 
siderable variety of experience shaped by 
the specifics of the -situation in each 
country, the study of the international 
historical experience of adjustment pro¬ 
grammes does provide important lessons 
for India and other countries now adop¬ 
ting the reform package so that the social 
costs of the programme are mitigated, its 
burden equiubly shared -and the pro¬ 
gramme remains politically acceptable. It 
is against this background that we may 
now turn to the study of the social con¬ 
sequences of the structural programme in 
the specific Indian context. 


IV 

The Indian Context 

Since July 1991 the government of India 
has embarked upon a major programme 
of macro-economic stabilisation and 
struaural adjustment. The programme, in 
line with the familiar IMF-World Bank 
piescriptioas, has covered a wide spectrum 
of policies including fiscal policy, in¬ 
dustrial policy, trade policy, public enter¬ 
prises, financial sector and labour policy. 
The key words were liberali-satioii and 
globalisation to make the economy more 
efficient and competitive and integrated 
with the world economy. It is well recog¬ 
nised by the policy-makers that the adjust¬ 
ment programme is not going to be pain¬ 
less or quick and entails sacrifices by ail 
sections of the society. The concern has 
also been repeatedly expressed that endea¬ 
vour should be made to minimise the 
burden of adjustment on the poor. An 
analysis of the social consequences of the 
new economic policies with particular 
reference to the levels of living of the 
working clas.ses is, therefore, highly rele¬ 
vant. We will carry out this analysis in the 
framework presenicd above. 

Economic R^esswn: With a view to 
restore macro-economic balance the 

J '^jovernment has been following a conirac- 
ionary fiscal and monetary policy. The 
fiscal deficit was brought down from 8.4 
per cent of GDP in 1990-91 to 6.5 per cent 


bring it down to S per cent of GDP. There 
has been a sharp slow-down in the growth 
of public expenditure in the last two years 
(Hible I). In fact, public expenditure both 
at the central and the state levels is ex¬ 
pected to fall in real terms in 1992-93. This 
together with a lestructionist monetary 
policy has had a marked contractionary 
impact on the Indian economy. GDP 
growth, which had been above S.S per cent 
during the 80s, cme down sharply to 2 
per cent in 1991-92 and is expected to be 
3.3 per cent in 1992-93. Though the 
growth rate may pick up in the coming 
years it is not expected to be above that 
registered during the 80s. In fact the 
Eighth Five-Year Plan envisages a growth 


Foodgiains output is expected to be 
169.2 million tonnes in 1991-92. which is 
7 lakh tonnes less than the output of 176.2 
million tonnes recorded in 1990-91. The 
outlook for 1992-93 is somewhat better. 
The major impact of the economic poli¬ 
cies is felt in the industrial sector. In¬ 
dustrial production which had registered 
a steady growth of 8.5 per cent through 
1988-89 to 1990-91 was almost stagnant 
in 1991-92 with an increase of only 0.3 per 
cent. The recovery appears to be slow with 
the industrial prr^uction recording an in¬ 
crease of only 2.1 per cent during April- 
July 1992. The industrial recession reflects 
the demand constraint imposed by slow¬ 
ing down of public expenditure and dec- 
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(68.8) 


(58.8) 


1991-92 (KE) 

61795 

116667 

72745 105985 

108486 

189364 


(53.0) 


(68.6) 


(57.3) 


1992-93 (BE) 

61138 

123047 

76706 1 

116562 

II1027 

20-;i04 


(49.7) 


(65.8) 


(51.4) 


Per cent increase 







over Iasi year 







1990-91 

e8.2 

13.4 

18.2 

18.9 

9.8 

13.0 

1991-92 

+ 5.4 

8.0 

15.8 

16.1 

10.5 

13.5 

1992-93 

-1.1 

5.4 

5.4 

10.0 

2.3 

7.8 

.Vote : Figures in brackets are per cent to total outlay. 




Source: Reserve Bank of India Bulletin, October 1992, Supplement, p 

173. 


Tahii- 2: Annuai Pi an Ouii avs rv Hi ai>s oe Devi 

lOPMI Nl - 

-Cl nire. Siam 



ANi> Union IT rriiokii s 










(Ri crore) 

Sector 


1989-90 

1990-91 1991 92 Per Cent Change over 






Previous Year 





1989-90 1990-91 

j99l-92 

Agriculture and allied 


3105 

3396 4473 

7.0 

9.4 

31.7 

Rural development 


4224 

4121 4442 

41.6 

-2.4 

7.8 

Special area programme 

792 

1027 1143 

14.5 

29.7 

11.3 

Irrigation and flood control 

3638 

3837 4699 

1.3 

5.5 

22.5 

Energy 


15852 

17999 21302 

19.9 

13.5 

18.4 

Industry and minerals 


6665 

8240 8618 

13.0 

23.6 

4.6 

Transport 


7517 

8696 9916 

11.8 

15.7 

14.0 

Communication 


2740 

3040 3385 

24.9 

10.9 

11.3 

Science and technology 

770 

787 1017 

2.5 

2.2 

29.2 

General economic services 

767 

1033 I26t> 

54.9 

34.7 

22.6 

Social services 


9l4t) 

9104 11790 

13.' 

0.4 

29.5 

(a) E^uc -lion 


2270 

2063 2603 

18.7 

9.1 

26.2 

(h) Medical, public health and 






family welfare 


1712 

1746 1935 

13.9 

20 

10.8 

(c) Housing and urban 







development 


1179 

1253 1748 

10.3 

6.2 

39.5 

(d) Other social services 

3879 

4043 5504 

8.7 

4.2 

36.1 

General services 


320 

240 265 

- 2.7 

-25.0 

10.4 

Total plan outlay 


55530 

61518 72317 

15.5 

10.8 

17.6 


Soun-e: Government of India, Economic Survey, 1991-92, Pan It, pp S-48 and S-49. 
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line in purchasing power of the people It 
is pertinent to note here that there has 
been a decline in capital formation in the 
public sector and the axe has fallen more 
sharply on developmental expenditure 
(Table l).Socia/ Expenditure: Fiscal con¬ 
straints have affected government expen¬ 
diture on social services and poverty 
alleviation and rural development pro¬ 
grammes. in the 1990-91 budget the 
burden of adjustment fell on rural develop¬ 
ment programmes and social services', 
both of which registered an actual decline 
in plan expenditure (Table 2). The 1991-92 
budget tried to restore cuts in plan expen¬ 
diture on these two sectors: even then ex¬ 
penditure on rural development and 
medical and health services suffered a 
decline in real terms (Ikble 2). 

The union budget for 1992-93 has pro¬ 
posed a .sizeable increase in allocations for 
family welfare and women and child 
development, but for most of the other 
components of social services notably 
health, education and urban development 
the nominal increase in outlays is quite 
small (Thble 3). However, in view of the 
double digit inflation expenditures on 
social services are bound to suffer a clear 
reduction in real terms. 

The central plan outlay on rural develop¬ 
ment at Rs 2,610 crorc in the 1992-93 
budget is somewhat above the revised 
estimate of Rs 2,356 crorc for 1991-92 but 
less than the Rs 2,702 crorc provision for 
1991-92 budget. There is a sharp fall in the 
provision for food subsidies which have 
been kept at Rs 2,500 crorc in 1992-93 
budget against the revised estimate of 
Rs 2,850 crorc for 1991-92. 

The lower allocations to the social sec¬ 
tors in the recent budgets are likely to 
adversely affect the welfare of the working 
classes and the poorer sections, who de¬ 
pend on public services to a greater extent, 
by reducing the availability and quality of 
social services and raising their cost. At 
the same time the existing safety nets in 
the form of IRDP, JRY and the public 
distribution system are shrinking causing 
a decline in employment, income and con¬ 
sumption levels (Chose 1992: l(X)]. Thus, 
there is unmistakable evidence that the 
burden of fiscal adjustment has fallen 
harshly on the working classes and the 
poorer section, while little austerity is visi¬ 
ble elsewhere. 

Devaluation and Thide Policy Reforms: 
Liberalisation of the trade regime, lower¬ 
ing of tariffs, dual exchange rate and the 
accompanying devaluation of the rupee 
have important implications for workera’ 
standard of living through price rise and 
recessionary impact on the economy. As 
Ratnaik has shown, recession is alt the 
greater if we simultaneously have a regime 
transition from fixed to fl^ible exchange 


rates or to dual markets and even greater 
in the latter case if such a regime is ac¬ 
companied by a devaluation of the official 
rate (Ratnaik 1991]. The contribution of 
devaluation to acceleration of inflationary 
spiral has been widely mentioned. The cut 
in tariffs have forced the government to 
take resort to hike in excise duties on a 
large scale, thereby again leading to price 
rise affecting the common man. 

The effectiveness of these policies in 
bringing about a rapid shift towards the 
tradable goods sector from the non-trada¬ 
ble goods sector seems limited in view of 
the product-mix and the structural rigi¬ 
dities in the Indian economy and a 
gloomy international trade .scenaria Skill¬ 
ed workers in some labour-intensive in¬ 
dustries such as gems and jewellery, tex¬ 
tiles and readymade garments and leather 
and leather products may gain through 
the new economic policies as their exports 
have substantially increased. However, 
bulk of the industrial workers are likely 
to be adversely affected through cuts in 
real wages and recession. Given the sub¬ 
sistence nature of Indian agriculture, the 
expenditure switching policies are not like¬ 
ly to benefit the rural sector. In fact, 
export of foodgrains and agricultural pro¬ 


ducts, if undertaken on a substantial scale; 
may worsen the nutritional standards of 
the rural as well as urban population 
through lowering the supply of wage 
goods. 

Inflationary Trends: A number of policy 
decisions taken in the wake of the struc¬ 
tural reforms such as devaluation, hike in 
administered prices of petroleum pro¬ 
ducts, railway and electricity tariffs and 
higher issue prices from the Public Distri¬ 
bution System have cau.sed a serious-cost 
push inflation in the last two years. The 
wholesale price index rose by 10.3 per cent 
in 1990-91 and 13.7percent in 1991-92and 
is still continuing to increase at an annual 
rate of over 8 per cent. This, however, does 
not fully reflect the severe rise in the cost 
of living indices for the rural and urban 
workers (Table 4). Thus the cost of living 
index for the industrial workers has risen 
by 11.6 per cent in 1990-91 and 13.5 per 
cent in 1991-92. The corresponding in- 
crea.ses were 7.6 per cent and •20.7 per cent 
for the two years respectively in the cost 
of living index for the agricultural 
labourers. Two disturbing features of the 
consumer price index rise to be noted me: 
(i) a sharper increase in the case of the 
vulnerable and unprotected agricultural 


Tamm .1; bNebNoniiRi on Si ii-cT Srx'iAi Si rsk i s hi C'inikm (imm-rnmini 

(Ks crort) 


Sector 


1991-92 199192 

1992-9.3 

Per Cent Change in 



Budget Revised 

Uiidgel 

I9*J2'93 Budget over 



Estimate 


1991 92 

1991 * RE 





Hiidgei 


Health 


547.6 525.3 

560.3 

'2.3 

6.7 

Family welfare 


759.4 866.6 

10)0.4 

3.3.1 

16.6 

Educaiion 


1750.3 1679.0 

1725.2 

1.4 

2.8 

Women and child 






development 


439.7 404.7 

489 6 

113 

21.0 

Labour 


383.5 364.3 

391.2 

2.(1 

7.4 

Urban developmeni 

742.9 716.6 

7.32.3 

1 4 

2.2 

Welfare 


508.1 507.1 

55*^2 

10.1 

10.3 

Total 


5131.5 .5063.6 

5468.2 


8.0 

Total central ministries 





and departments 

97661.9 %S9I.3 

101799.9 

4.2 

•5 4 

Source: Government of India, Budget Papers I9V2-93. 



Tabu 4; 

All IndiaCONSUMEK Pkk'E iNiri x M>K Inoiisikiai Woksirs and 



AoRK III lURAI 

l.AHOl'RI RS 



Vital AiCPI for Industrial Workers 

AlC'PF for Agricultural 

Urban Non- 


(1982 = 100) 

labourers 


Manual 






Employee 


General 

Food 

General 

Food 

(ieneral 

1989-90 

173 

177 

746 

810 

__ 


(4.2) 

(2.9) 

(5.4) 

(4.7) 


1990-91 

193 

199 

803 

868 

161 


(11.6) 

(12.4) 

(7.6) 

(7.2) 


1991-97 

219 

2.30 

958 

l(M8 

18.3 


(13.9) 

(15.6) 

(19 3) 

(20.7) 

(13.7) 

June 91 

209 

219 

876 

949 

179 

June 97. 

236 

251 

1068 

1175 

202 


(12.9) 

tl4.6) 

(21.9) 

(23,8) 

(12.08) 


Source: Reserve Bank of India Bulletin, various issues. 
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labourer!, and (ii) a sharper rise in food 
index as compared to the general index, 
a phenomenon which tends to accentuate 
poverty (Bhattacharya ei al 1991). The 
wage good inHation hits the poorest sec¬ 
tions the most. It has been found that in 
1990-91 the bottom decile experienced an 
inflation rate of 18 per cent in the rural 
areas against an inflation rate of 12 per 
cent experienced by the top decile 
[Radhakrishna and Ravi 1992). 

Rea! Wages: We do not have up to date 
data to assess the trends in real wages for 
different sections of workers during the 
last two years. The organised industrial 
workers and government employees are 
protected to a considerable extent against 
a fall in their real wages through the 
dearness allowance mechanism. However, 
the unprotected low-paid urban worker in 
the informal sector and the agricultural 
labourers arc bound to suffer a decline in 
their real earnings in a period of rapid in¬ 
flation. There is some evidence that the 
organised sector workers benerit..u iron', 
the growth process in the 80s. though the 
workers in the organised sector suffered 
a decline in real wages jGhose 1992: 
96-97). Some erosion in the real earnings 
of low-paid industrial workers in cotton 
textile mills seems to have taken place dur¬ 
ing the period 1990 to 1992 (Table S). 

In case of the rural workers the decline 
in real wages is expected to have been 
much sharper in view of the sluggish de¬ 
mand in face of increasing supply. In UP 
agricultural wages increased by only 8.6 
per cent in 1991-92 against a rise of 16.7 
per cent in the cost of living index for 
agricultural labourers. At the all-India 
level the price rise for this section was even 
sharper. 

Poverty Levels: The stagflation generated 
by the adjuament policies is bound to ag¬ 
gravate the poverty levels. According to a 
study by Gupta and Raman the poverty 
ratio has iticrea.sed by 0.S2 per cent points 
in 1991-92 [Gupta and Raman 1992). This 
tantamount! to an increase in the number 
of the poor by 10.7 million according to 
the NSS and 6.1 million according to the 
CSOt The study also reveals that the im¬ 
pact has been more severely felt by the 
rural poor as compared to the urban poor 
(Table 6). Thus, inflation and the slow 
growth process are squeezing the poor 
while the expenditure on poverty allevia¬ 
tion programmes and social services are 
declining in real terms became of the fiscal 
crunch. 

Unemployment: l inally, we may discuss 
I the employment implications of the new 
I economic policies. A rise in unemploy- 
I ment rales has been witnessed in the coun - 
tries undergoing structural adjustment 
I The new policy package accompanied by 
fiscal contraction, restricted lole of the 


public sector, emphasis on latest techno¬ 
logy and a liberalised economic regime 
would cause a slow down in demand for 
labour, which was already lagging behind 
in the growth in labour supply. Thus 
unemployment rates are bound to go up 
over the short and medium period. Accor¬ 
ding to the exercise by Mundle, unemploy¬ 
ment rate is likely to jump from 4 per cent 
in 1991-92 to S per cent in 1992-93 assum¬ 
ing a high growth scenario and to S.9 per 
cent in 1992-93 and 6.6 per cent in 1993 94 
assuming a tow growth scenario [Mundle 
1992: 30). The additional unemployment 
due to the stabilisation policies would be 
4 million and 10 million persons in the 
high and low growth scenarios, respective¬ 
ly. The new entrants to the labour market 
would swell the ranks of the unemployed. 
Among the employed the major impact 
of slowing down of labour demand a.s a 
result of contractionary policies would be 
felt on temporary workers engaged in 
public works, e g, construction workers 
aiiJ workers in firms providing goods and 
services to the government. Permanent 
workers in public enterprises, organised 
industrial workers and government 
employees may escape the burden due to 
legal job protection and their organised 
strength. But a liberal exit policy would 
affect a large number of workers in public 
and private enterprises. Precise estimates 
of the persons likely to be affected are dif¬ 
ficult to make. The 58 chronically sick 
public enterprises employ 4.1 lakh per¬ 
sons. According to one estimate the total 
number of employees in the private sec¬ 
tor sick units would be 4.5 lakhs in large 
units and 36 lakhs in small units (Mehta 
1992). 

It appears difficult to assume that the 
new jobs generated over the medium run 
would be enough to absorb all of the 
workers likely to become redundant as a 
result of the structural adjustment 
policies. In fact, given the mismatch in the 
demand and supply of the skill mix. 


restricted labour mobility and segmented 
labour markets, it would be more correct 
tz assume that bnce labour becomes 
redundant it may remain wholly or par¬ 
tially unemployed even over the long run 
[Johri 1992). 

One would, therefore, expect a large 
swelling of the workers in the low income 
urban informal sector and even a reverse 
urban-rural migration leading to further 
overcrowding in agriculture as has hap¬ 
pened in several other countries. A study 
of industrial workers in Kanpur reveals 
that nearly 75 per cent workers would like 
an alternative job in or around Kanpur 
itself and there is a strong preference for 
starting own business after leaving the pre¬ 
sent job [Singh 1988: 15). Another study 
of Kanpur shows that the per worker value 
added is significantly lower in the infor¬ 
mal sector as compared to the formal sec¬ 
tor and nearly one-third of households in 
the informal sector are living below the 
poverty line (Tiwari 1990). Thus a substan- 


TMill ft: »'i-soi PiiviiTTS Ratio— 

NSS f SSI 


Year 

Rural 

Urban 

Total 

'987-88 

SI (HI 

.TT.38 

46.44 


(.W»2.(-.) 

(6.5.1) 

(.367.7) 

1990-91 

42 42 

26.38 

38.33 


(264.7) 

(56.3) 

(321.0) 

1991-92 

4.T.02 

26.81 

38.85 


(272.8) 

(58.9) 

(331.7) 

Decline in poverty 




between 87-88 and 




90-91 

8.58 

7.00 

8.11 


(37.9) 

(8.8) 

(46.7) 

Increase in poverty 




between 90-91 and 




91 92 

0.60 

0.43 

0.52 


(8.1) 

(2.6) 

(10.7) 


Notes: (I) l-'iguies in parentheses indicate num¬ 
ber of pour in million. 

(2) I he esiimaies are based on NSS con- 
-.umer expenditure distribution of 
1987-88 (4.Trd Round). 

.Source: Gupta, S P and P S Raman (1992). 


Tsbi t S: OiNSiJMEK Pkk f. Indi n anh Nominal Hakninc.s ot I.owfst Paid Workfrs in 
t.'OITON TFXTII l Mil l S IN .Shi I CTFIJ C'FNTRtS 


Bombay_ Ahmedahad __ _ 


Year 

Nominal 

Consumer 

Nominal 

Consumer 

Nominal 

Consumer 


barnings 

(Rs) 

Price Inde.x 

harnings 

(Rs) 

Price Index 

Earnings 

(Rs) 

Price index 

1989 

1200.7 

176 

I0S2.9 

168 

1137.0 

175 


(5.4) 

(2.3) 

(4.8) 

(1.8) 

(7.6) 

(1.2) 

1990 

1313.8 

195 

1147.9 

187 

1232.6 

194 


(9.4) 

(10.8) 

(9.0) 

(11.3) 

(8.4) 

(10.9) 

1991 

I.S09 4 

226 

1322.2 

218 

I4II.8 

222 


(149) 

(15.9) 

(15.1) 

(16.6) 

(14.5) 

(14.4) 

luly 19'»l 

1546.8 

228 

1301.3 

219 

136.3 

225 

liinc 1992 

1714.9 

258 

1471.6 

246 

1553.8 

241 


(12 6) 

(t3 2) 

(13.1) 

(12.7) 

(1.4.0) 

(7.1) 


figures II' p.ircnihc.ses show per coin cliange uvei ptcviuus year. 
Souri i'' imtiun l uhour Journal. 
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(iai decline in the standard or living of the 
redundant workers is expected to take 
place [Mundle 1992: 32). 


(^onrlusion 

To sum up our discussion we may say 
that there is a strong presumption and 
some evidence to believe that the new 
economic policies adopted for marro- 
economic stabilisation and structural 
change in the Indian economy are going 
to severely impinge upon the standard of 
living of the working classes. A limited 
section of the workers with high skills may 
gain but large sections would be net losers 
in varying degrees. The new entrants to 
the labour force would swell the ranks of 
the unemployeds in the face of decline in 
employment opportunities. Permanent 
workers in the organised sector, both 
public and private, and government 
employees may be able to protect their 
jobs and real incomes to the extent they 
continue to enjoy legal protection. How¬ 
ever, a liberal exit policy would contribute 
to large-.scalc unemployment in their 
ranks as well. 

The main burden of adjustment is 
going to fall.on the temporary workers in 
public works whose ranks arc expected to 
swell, further lowering their low incomes 
levels. Thus one can anticipate increa.sing 
open unemployment in the urban areas 
and increase in urban poverty and social 
tension. These adverse effects are going 
to spill over to the rural areas as well. 

There is little doubt that the social costs 
of economic reforms in India arc going 
to be heavy as has happened in many 
other countries undergoing stabilisation 
and structural adjustment programmes. 
These costs are likely to be the greater the 
more rapid and drastic the enforcement 
of the reform package The main burden 
is likely to fall on the unorganised and low 
paid sections of the workforce If the pro¬ 
cess of economic reforms is to be kept 
politically and socially acceptable, efforts 
have to be made that the social costs are 
minimised and their burden equitably 
shared. Though we cannot go into these 
questions in much detail here, a few sug¬ 
gestions in this direction may be made. 

First and foremost, the pace of the 
reforms—particularly with regard to Fiscal 
contraction and tatour retrenchment- 
should be moderated to avoid any up¬ 
heavals and should be more spread out 
over time. Large-scale privatisation and 
labour retrenchment should be postpon¬ 
ed till the economy starts picking up. In 
cnirtailing the Fiscal deFicit, care should be 
taken to see that capital expenditure, parti¬ 
cularly on infrastructure and social ex¬ 
penditure do not bear the main burden of 
the Fiscal adjustment.* 


The social safety nets must be so desig¬ 
ned that they meet the requirements of the 
different sections of the labour force ade¬ 
quately. Retraining and redeployment 
scheme and retrenchment benefits would 
mainly take care of the retrenched workers 
in the organised sector. The major focus 
of social safety nets should, however, be 
on workers in the urban informal sector 
and unskilled manual workers in the 
urban and rural areas. Resources have to 
be found for the ongoing poverty allevia¬ 
tion programmes like the IRDP and .IRY. 
Programmes for entrepreneurship develop¬ 
ment, training, technological upliftment 
and credit and marketing for the urban 
informal sector workers should be taken 
up on a large scale in the major industrial 
centres. The public distribution system 
should also be strengthened to meet the 
requirements of the urban and rural poor. 
Finally, the poorer .sections of the working 
population should be protected against a 
sharp rise in the cost of social services. 

A well dev’ised pre^ramme of social 
safety nets along the above lines can con¬ 
tribute much to protect the standard of 
living of the working classes and to the 
success of the economic reforms being 
undertaken in the country. 
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SUPERANNUATION SCHEME 



How to prevent 
key employees 
from leaving you... 

Lie’s Group Superannuation 
Scheme ~ for increased 
employee-loyalty and morale, 
and tax savings. 

Lie's Group Superannuation Scheme provides 
an added incentive for employees to continue in 
iheir current organisation. It guarantees regular 
post-retirement income, based on number of 
years in service and last .salary drawn or 
contributions made. 

• Contributions | inclusive of PF), are tax- 
deductible up to 2.S^ of salary. 

• If implemented retrospectively, up to ftp's of 
contributions |with respect to past years of 
.service), are allowed fur tax deduction. 

• lntere.st tccrucs at the rate of 11.4^ to 
12'r p.a.. depending on the size of the fund. 

• For an employer who has set up both the 
Superannuation Scheme and Gratuity Scheme 

w ith Lie. higher intcre.sl rates will be applicable 
under both these schemes by clubbing of funds. 
The Superannuation Scheme can also be bnked 
to life insurance cover. 

• On retirement, a choice of pension payment 
plans is available. 

* A scheme can he tailormade to suit statutory 
requirements and specific needs of clients. 

For more information and advice about the 
scheme, send this coupon to your local 
Lie Divisional Office. 


n: 


d like to know more about 
Lie's Group Superannuation Scheme. 
Please send me full details. 

Name:___ 

Designation: ___ 

Organiaatlon:. __ 

Address: _ . ... 


Tel.: 


Jnsuranre (lorpoTAHon of JndUt 
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Folitical Rivalry among Religious 

Communities 

A Case-Study of Communal Reservations in India 

Uirk Kmnman 

The Travancore experience in the 1930s shows that a system of communal reservation is most unlikely to succeed 
in satisfying the demands of even the major communities," while it may effectively challenge upper caste dominance, 
it fails to quell a general fear that other communities might get a larger share of the cake than they are thought 
to be entitled to. A further distribution of the same cake creates new imbalances and stimulates fresh rivalries, 
sharply dividing society in mutually exclusive ho.stile groups. 


CASTE and religion are back on the 
political agenda of India. Jt may be even 
more correct to say that they have never 
been away. After independence, caste 
distinctions were abolished and their prac¬ 
tice in any form forbidden. But a simple 
stroke of the pen could not change an age- 
old institution, so deeply entrenched in 
social tradition and administrative pro¬ 
cedure. In the same way. the Constitution 
proclaimed India to be a secular state. Yet. 
violent clashes between Hindu castes, 
Muslims and Sikhs have become a recur¬ 
rent feature of daily life. 

Along with the abolition of caste and 
all its manifestations the government of 
India introduced extensive programmes of 
special benenis to the former untouchable 
and other backward castes. These pro¬ 
grammes of positive discrimination in the 
field of education, employment and 
political representation disclose a fun¬ 
damental contradiction in official policy, 
abolishing all communal distinctions and 
imparting them with a new political 
relevance at the same time. 

In the summer of 1990 the V F Singh 
government announced its intention to 
increase the job, educational and promo¬ 
tion quotas reserved for the backward 
castes. This announcement raised a storm 
of protest all over India and Singh wa.s ac¬ 
cused of resuscitating old communal 
animosities by playing the caste card. But 
in fact, the distribution of government 
patronage along the lines of caste and 
community has become a chief ingredient 
of official policy and election strategy. An 
increase in reservation quota is not a 
malign invention of a particular govern¬ 
ment, but a logical continuation of a 
groundwork laid down at independence. 

Communal reservation became a pro¬ 
minent issue in the 1991 elections. It was 
also taken up afresh as a subject foi public 
and academic di.scussion.' The 
honourable intentions of positive dis¬ 
crimination are well known, vi^, the con¬ 
ferment of additional development oppor¬ 
tunities to groups that have traditionally 
been deprived of them. Equally well 


known are the various kinds of abuses to 
which the system of official benefits so 
easily lends itself. The view presented here 
is that, apart from the system’s ques¬ 
tionable results, its most serious disadvan¬ 
tages arc the hostile feelings created 
among castes and communities that have 
differential access to official patronage. 
Another frequently quoted objection that 
will be confirmed in this case-study points 
at the emergence of new elites within the 
favoured communities, bent upon mono¬ 
polising all concessions for themselves. 
Howevei, we will not argue in favour of 
class-based reservations, as a distribution 
of patronage along class-lines might 
benefit the poor strata of the upper castes 
much more than the poor strata of the 
lower castes - 

The following pages will investigate 
some of the experiences gained by the 
Indian state of Travancore with regard to 
community-ba.sed reservation. Travancore 
lends itself admirably to this kind of 
research because of its rich diversity of 
castes and religions and its early introduc¬ 
tion of protective legislation. For reasons 
of scope and clarity we will confine our 
investigations to the period of the 1930s. 
After a short description of Travancore’s 
castes and communities and their share in 
the local power structure, we will focus 
our discussion on the vexed question of 
communal representation in the public 
services. The choice to deal witti this very 
problem may find additional justification 
in the observation by the Mandal C om¬ 
mission, that “(i)n India government 
service has always been looked upon as 
a symbol of prestige and power".* 

It may be true, as pointed out by recent 
historiography, that Indian society is too 
fluid and too dynamic to be approached 
by concepts like caste and community still 
grounded in British census report classi¬ 
fications. However, because of the 
political significance of these cla.ssifica' 
tions, social gioups adapted themselves to 
these bureaucratic categories and tried to 
use them to their best advantage. It is with 
that part of historical reality we arc 


dealing here. 

fhe terms caste and community will be 
used interchangeably indicating a group 
of people who share a common identity 
defined by culture and religion. How 
utterly misleading these concepts are will 
stHtn become clear, when we probe into 
the social differentiation underlying their 
semblance of unity. 

Casti and Community 

The .slate of Travancore, now largely 
incorporated into Kerala, lay stretched 
along the coast in the south-western part 
of British India. Its administration was 
vested in a native bureaucracy headed by 
a ‘dewan’ who was responsible to the 
maharaja. Though nominally indepen¬ 
dent, all important measures of legislation 
and even the succession to the throne 
had to be submitted to a British Agent 
(Resident), who resided in the capital 
Trivandrum. 

With its more than five million in¬ 
habitants the state was one of the most 
densely populated areas in India and ac¬ 
commodated a wide variety of castes and 
religions. According to the 1931 census 
Hindus, including iribals, made up 61.6 
per cent of the population. The Hindu 
body, however, was sharply divided in 
terms of ritual status and socio-economic 
position. 

At the tup of the social hierarchy a 
small sprinkling of brahmins combined 
spiritual authority with the control of 
extensive landed property. At the other 
end of the scale were the communities of 
untouchable agricultural labourers 
(pulayas, pariahs) who were largely 
excluded from public life by a rigorous ap¬ 
plication of the concept of distance pollu¬ 
tion. In official parlance they were refer¬ 
red to as depressed classes, although the 
term was generally used in a loose sense 
and could also include the less despised 
nadars and eihavas.^ The nayars were an 
intermediate caste of warrior-aristocrats 
who primarily engaged in agriculture and 
administration. 
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core and in Kerala generally. Its place in 
the social hierarchy was taken by the 
Muslims and Christians who engaged in 
small business and trade The Muslims 
numbered only 6.9 per cent of the popula¬ 
tion, but the Kristian share amount to 
no less than 31.5 per cent (1931). This 
exceptionally high percentage of Chris¬ 
tians was mainly due to the presence of 
numerous Syrians who trace their origin 
back to the arrival, of St Thomas the 
Apostle The later arrival of Catholic and 
Protesunt missionaries, who followed in 
the wake of the European merchant- 
adventurers, had created several splits 
amongst the Syrians, resulting in a rather 
confusing picture of communal division. 

Under the influence of Catholic mis¬ 
sionaries a group of Syrians switched their 
allegiance from the old patriarchs in 
western Asia to the pope in Rome. This 
shift led to the emergence of the so-called 
Syrian Catholic church. The Protestant 
missions, starting in the I9ih century, 
created further splits in the Syrian com¬ 
munity. The Church Missionary Societ) 
(CMS) tried to reform groups of Syrians 
ajong the lines of their own. Anglican 
Church, but soon the Syrians began to 
resent interference in their age-old 
customs and only three, or four thousand 
Anglican Syrians remained with the CM& 
The CMS influence, however, stimulated 
a reform movement within the Syrian 
church that resulted in the formation of 
an independent Syrian Mar Thoma 
Church which acknowledged no foreign 
patriarch, pope or missionary organisa¬ 
tion as its spiritual head. 

The third major section of Syrians, the 
orthodox Jacobites, had managed to ward 
off both Roman Catholic and Protestant 
interference and maintained their loyalty 
to the Syriap patriarchs in western Asia. 

Apart from creating divisions, the ef¬ 
forts of the European missionaries also 
ted to the establishment of new churches. 
A Catholic church was formed out of the 
lower Hindu castes and fishermep along 
the coast. Although the members of this 
church recognised the authority of the 
pope and ''ollowed the standard Latin rite 
(Latin Catholics), there was a wide gulf 
separating the Syrian Catholics at the top 
from the low ca.sie converts at the bottom. 
An even stronger polarisation arose within 
the Anglican churches established by the 
CMS, where Anglicans from Syrian and 
low caste background kept a precarious 
internal balance. In southern Travancore 
the London Missionary Siocieiy (LMS) 
built up a large number of Protestant con¬ 
gregations. There wcie hardly any Syrian 
Christians in these southe- parts, but the 
LMS converts from nadai, pulaya and 
pariah background tra.n.sforrcd much of 


their own dote rivniriet to the field of the' 
church. 

For those Davancoieans who were con¬ 
cerned about the communal balance the 
report on the 1931 census disclosed an 
alarming result. In spite of the gradual 
inoorpooUion of hill tribes into Hinduism, 
the Hindu share of the population showed 
a sharp decline from 69.9 per cent in 1901 
to 61.6 per cent in 1931, far below the 
Indian average of 68.2 per cent. The 
Christians, on the other hand, showed a 
steady increase, from 23.6 per cent in 1901 
to 3I.S per cent in 1931 (Indian average 
1.8 per cent). From 1901-1931 Hindus had 
increased Iv 54 per cent, yet Christian: 
showed an increase of 130 per cent. As tlie 
established Syrian churchn were not pro¬ 
ne to accept depressed class converts, the 
growth of Christianity was largely to be 
attributed to the Catholics. Muslims had 
also grown over the same period but less 
spectacularly (Ihble 3). 

All over British India the decennial cen¬ 
sus had developed into a battlefield for 
aspiring castes and communities to assert 
their claim for sutus or to thwan similar 
attempts by others. The same applied with 
still more force to Ihivancore, where the 
explicit connection beiweeii Hindu ortho¬ 
doxy and state government gave local 
politics already a distinctly communal 
complexion.’ Some Hindus showed great 
alarm about the growth of Christianity in 
their state—which was dedicated to the 
god Shri IMmatubha—and accused the 
Christians of a hidden scheme to take over 
their kingdom.* Thivanroe Christians, on 
the othbr hand, grew suspicious of their 
Hindu neighbours and beamc inclined to 
regard all legislation, adversely affecting 
their community, as ^ deliberate attempt 
on the part of the government to curb 
their movement. 

From the close of the 19th century the 
educated members of communities that 
felt underprivileged had been pressing for 
a more favourable treatment at the hands 
of the government. In the i930s these 
communal rivalries reached a fever pitch. 
Whereas a wave of nationalism swept over 
British India, public competition in 
Travancore aimed principally at a larger 
shcre in the local power structure under 
a continued rule by the maharaja. 

Power and Position 

Ar obvious place to fight for power was 
the parliament. In 1888 I'ravancore was 
the first princely .state to introduce a 
legislative council, which served merely as 
a deliberative body for purposes of legisla¬ 
tion. In 1904 the maharaja also instituted 
a popular assembly to afford his people 
an opportunity of expressing directly their 
wants and wishes. Although these institu¬ 


tions enjoyed little leil power, pirDamen- 
ury scats were eagerly sought after as a 
resource of patronage and a base for 
influence in the capital. 

It will come as no surprise that 
represenution in these parliamentary 
institutions was very uneven and did in no 
way reflect the actual composition of the 
population. The franchise qualification 
was based on registered landed property 
and favoured the nayars. They were even¬ 
ly spread over much of the state and the 
split up of joint families, had increased 
thdr number of landowners, although 
their holdings were small and often mor¬ 
tgaged to Syrian Christians. Thirty-three 
pa- cent of the people cntitidl to vote were 
nayars and at the 1931 council elections 
they gained IS of,the 23 eligible seats. The 
Syrian Christians, concentrated in a few 
divisions (Minwhil, Kottayam ao) and en¬ 
franchised to a much smaller extent, 
gained only four seats and the eihavas 
and Muslims not even one. The franchise 
was still narrow enough to ensure the 
political dominance of caste Hindus. 

Travancore was famous for its en¬ 
lightened educational policies. In 1931 its 
educational system, consisting of ver- 

Table I: Distribution or Hindus by Caste 
(TRAVAN aiRE. 1931) 


Casie 

Actual 

Percen- 

Peicen- 


Number tage of 
Hindus 

lage of 
Popu¬ 
lation 

Brahmins 

68,072 

2.16 

1.33 

Other high castes 

410,928 

13.09 

8.06 

Nayars 

868.411 

27.67 

17.04 

Eihavas, nadars 

1,103,84$ 

35.17 

21.66 

Pulayas, pariahs 

278,021 

8.86 

5.45 

Others 

408,318 

1301 

8.01 


3,137,795 100.06 

61.55 


Source: Census of India 1931. XXVIll, 
Travancore, 1932: II, 154. 

T'abi.I: 2: Distkibuikinoi C'hri:{Tians by Sect 
(TRAVAN l'ORt, 1931) 

Scci 

Actual 

Nuinbei 

Percen¬ 
tage of 
Chri¬ 
stians 

Percen¬ 
tage of 
Popu¬ 
lation 

Syrian Catholics 

449,173 

27.99 

8.81 

Mar Thoma 




Syrians 

142,486 

8.88 

2.79 

Jacobilc Syrians 

337,872 

21.0$ 

6.63 

l^tin Catholics 

360,217 

22.45 

7.06 

Proiesiants (LMS) 

138,958 

8.66 

2.72 

Anglicans (C.'MS) 

85,261 

5.31 

1.67 

SaUation Armv 

58.991 

3.67 

1.15 

Others (Luihcraiis/ 




Methodists/ 




Bapiisu) 

31.517 

l.% 

0.61 


1604.47$ 

100 

31.44 


Soimv: Cenwx of India 1931. XXVIll. Travan- 
corc, 1932: I, 338. 
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Mcular schools, English schools and 
colleges, numbered no less than 3,699 
recognised institutions, 1,077 of which 
were managed by the government. In the 
1890s it had started the distribution of 
educational grant$>in-aid and missionary 
societies working under the lower Hindu 
castes were most quiek to respond. In 1931 
there were 2,441 private schools managed 
by churches and caste a.ssociaiions receiv¬ 
ing granis-in-aid from the government and 
no less than 23.6 per cent of state revenue 
was spent on education.^ 

Literaey was high and increased from 
30 per cent in 1931 to SS per cent in 1941, 
four times the Indian average and on a par 
with a contemporary European state of 
comparable siic like Portugal." Travan- 
core was by far the most literate part of 
British India and in 1991 its successor state 
Kerala could boast of total literacy as its 
most successful developmental effort.'* 

The high literacy rate should hot 
obscure the fact that in 19.31 education 
al-so was very unevenly spread among the 
population. As Table S shows, almost 50 
per cent of the brahmins could read and 
write in the vernacular against only 3.3 per 
cent of the Hindu pulayas. 

As a matter of course, education was 
closely linked with chances of employ¬ 
ment. The number of ipodern industrial 
establishments was small and the growth 
of commerce and banking was insulTicient 
to absorb a rapidly increasing working 
population. A vernacular school leaving 
certificate; however, made pupils eligible 
for employment in the subordinate ranks 
of the public service, while an English 
school leaving certificate made them eligi¬ 
ble for university courses and the higher 
administrative positions. In 1931 60 per 
cent of the educated worked in govern¬ 
ment service."* Especially the executive 
offices in Travancore’s centralised 
bureaucracy were most eagerly sought 
after, since they were the most powerful 
and useful posts to which men could 
aspire. 7 hcreforc, access to government 
schools, but especially to a larger share of 
government grants-in-aid. formed a major 
bone of contention that sharply divided 
Travancore’s differen' communities. 

It was to be expected, after our earlier 
expositions, that the benefits of official 
employment wc’c not equally shared by 
all the various communities either. Nayars 
and other high castes were not only tne 
main participants in the learned profes¬ 
sions but also clearly overrepresented in 
the public administration. No less than 
26.8 per txnt of the brahmins and lO.S per 
cent of the nayars nad been able to find 
a place somewhere in these sectors. 
Puiaya.s, on the other hand, were almost 
completely restricted to agricultural 
labour as their main occupation (83.3 per 


cent) and only 0.1 per cent of the ex-slave 
community had found admittance into 
-the public service or the professions. 
Christians, Muslims and ezhavas showed 
a more mixed occupational pattern." 
Speaking of public services only, more 
than half of the available positions were 
held by nayars only (Table 6). 

Travancore’s problems in the 1930s were 
quite similar to those of present-day India: 
more and more people were eagerly join¬ 
ing the table, but the size of the cake was 
not growing at the same rate. In a situa¬ 
tion like that, religious and cultural 
distinctions assume renewed importance 
by demarcating the battle lines between 
competing groups. 

The depressed classes were clearly at a 
disadvantage in this competition, even 
though the Travancore government hqd 
recognised theii protection a.s itsixtunden 
duly. A special officer, designated protec¬ 
tor of the depressed classes, was appointed 
for assigning land concessions, educa¬ 
tional facilities and government jobs, but 
his own reports show a poor perfor¬ 
mance.'- There can be no doubt that the 
failure of these early as well as many later 
attempts at positive discrimination had 
much to do with the obstruction practised 
by many caste Hindus who dominated the 
administrative services. Therefore, we will 
investigate the Travancore public services 
more closely, focusing especially on the 
problem of admittance into its ranks. 

PUBl.K EMPlOYMtNT 

After the investiture of the new 
maharaja in November 1931 the govern¬ 
ment announced its intention to appoint 
a Public Service Commission to investi¬ 
gate official recruitment and the principles 
to be observed. The commission was in¬ 
stituted in December of the same year and 
submitted its report in September 1933. 

The report was remarkable for the 
number of dissenting minutes appended 
to it. Its findings confirmed the strength 
of Cbmmunalism by establishing that caste 
Hindus accounted for 75 per cent of 
government servants, three times their 
share in the total population, whereas 
ezhavas, as numerous as the nayars, made 
up only 3 or 4 per cent (Ikble '). The 


Christians with 31.5 per cent of the 
population held 16.6 per cent of the jobs. 
The Mar Thoma Syrians as a highly 
literate group were overrepresented and 
the overall Christian shortfall was caused 
by the pour representation ofthe Catholic 
and Prolesiaiil converts from the depress¬ 
ed classes. Only in’ihe highest and best 
salaried posts the Christians were ahead 
of the nayars and not far behind the 
brahmins. 

To remedy this imbalance the commis¬ 
sion did nor think it practical to make pro¬ 
vision for the rcprc.senlation of every in¬ 
dividual community. Therefore, its report 
listed only 14 major communities and 
recommended that recruitment to the 
inferior services should be based on each 
community’s share of the total popula¬ 
tion. In the superior .services 90 per cent 
of the posts should be filled under a com¬ 
plicated scheme of selective examinations 
within rotating communities, whereas the 
remaining 10 per cent were open to com¬ 
petitive examinations irrespective of caste 
and creed.” The government, apparent¬ 
ly not entirely convinced by these recom¬ 
mendations, took no immediate action, 
but after one year of indecision, it placed 
G D Nokes, an European judge of the 
Travancore High Court, on special duty 
to study the recruitment problem afresh 
(November 1934). 

Most probably, this appointment was 
provoked by an unexpected development. 
In July 1934 the chief secretary to the 
government had asked all heads of depart¬ 
ments and offices to return the total 
number of persons employed in each 
department, their salaries and communal 
background according to a schedule. This 
schedule listed nine communal categories 
and grouped Hindus and Christians of 
depressed classes together into one and 
the same category as distinct from the 
other, non-depressed Christians. In 
September a local paper published a copy 
of this schedule and alleged that the 
government had already accepted it as a 
means of distributing official employ 
ment.'" Official spokesmen hasten^ to 
empha$i.sc that the schedule was purely for 
dei^mcntal use and issued merely to col¬ 
lect statistics, but the harm was done. The 
news aroused a storm of protest. 


Taoie 3; CoMMiiNAi Divisions (Tkavsn* iini Hilfc-193lt 


Hindus Chns'.ians Muslims 



(liii.'luding 1'ribals) 

Number 

IVi ( i-ni 

Niinihei 

IVr Ccni 


Number 

Per C ent 





IKIo 

752,.37l 

83 0 

112,158 

124 

42,058 

4ft 

1875 

1702,149 

73 ft 

4ft9,(l23 

20.1 

Utl.OSft 

ft 1 

IVOI 

20fi.3,798 

ft9.9 

697,387 

23ft 

190.566 

ft5 

1921 

2.Sft?..«)l 

ft4.U 

1172.934 

29.3 

270.478 

ft.7 

1931 

.3137.795 

bl.ft 

1604.475 

3| 5 

353.274 

(1.9 

Sounv: 

o) India 19.11, .\XVIII, 

Irasancorc. 

19.32; 1, 3.31. 
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reeled the Christians, though not for the 
same reasons. The Syrian Catholics ob¬ 
jected to this measure as an unwarranted 
attempt to cut the Christian community 
into two parts. George Joseph, a former 
president of the All Kerala Catholic Con¬ 
gress, insinuated that the division was 
solely made to prevent (he Syrians from 
claiming a share in the services on the 
strength of the total number of Christians 
in the state.'’ Other Christians, especial¬ 
ly Latin Catholics, resented the loss of 
sutus implied by their classirication 
with the depressed classes. A motion by 
E P Vbrghesc, the Latin Catholic represen¬ 
tative in the legislative council, however, 
was ruled to be out of order (January 29, 
I93S). 

Echos of the uproar in TVavancore also 
reached London. There it was almost in¬ 
evitably perceived by some politicians as 
a measure directed against Christianity 
as such. Some communications from 
India, like the personal letter by M N 
Thomas ^d four million others’, pre¬ 
sented the question deliberately in those 
terms by appealing to the secretary of state 
with complaints like “We; Sir. your 
brethren in Christianity, are being 
persecuted like the Jews in Ger¬ 
many. . The most prominent source 
of information, however, seems to have 
been Mar Ivanios. the archbishop of 
IVivandrum and champion o the Syro- 
Maiankara rite During his European tour 
the archbishop had met some members of 
parliament and he used their acquaintance 
to accuse the Travancore government of 
religious intolerance and even persecution 
of Christians.'^ 

The information that reached England 
prompted Lord FitzAlan, a Catholic 
member of the House of Lords, to in- 
lerveiK. From his correspondence with co¬ 
religionists in Travancore he had con¬ 
cluded that the maharaja’s government 
had grown alarmed by the growth of 
Christianity and wanted to circumvent the 
numerical influence of the Christians and 
at the same time undermine the successful 
efforts of the Christian missionaries. His 
Lordship asked and was granted permis¬ 
sion on March 13, I93S to question the 
government on Travancorean affairs, in 
particular, whether it was true that the 
Catholic Christians in Travancore were 
classified and treated as depressed 
classes.'* 

Informed about the Lord’s intentions, 
the India Office lamented “(l)f there were 
such a thing as being out of order in ihe 
House of Lords, this would be out ol 
order”.'* The matter was considered an 
internal one over which the India Office 
had no jurisdiction. Nevertheless, in order 
to deal with lord FitzAlan more effective- 
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of India for more detailed information, 
emphasising that it would obviously help 
them, “if we were in a position to point 
out that not only the IVavancore govern¬ 
ment but also the Roman Catholic 
Church itself make some distinction bet¬ 
ween Christians who were Untouchables 
and those who were not”.* And here, the 
India Office touched upon a weak spot, 
pointing at divisions not so much between 
Hindus and Christians as well as among 
the Christians themselves. 

iNTtRNAi. Differentiation 

As has been pointed out above, the ma¬ 
jor Christian churches in Travancore were 
fraught with their own built-in communal 
tensions. The Catholics especially were 
sharply divided between the wealthy and 
enterprising Syrians and the more recent 
converts from the lower strata of society. 

In many churches the Syrians still observ¬ 
ed untouchability towards converts from 
the lower classes, in case the latter were 
allowed to partake of the Lord's Supper, 
they were not permitted to take the bread 
from the plate or to sip the wine from the 
cup, but the bread was put into their 
hands and the wine served to them with 
a spoon after the others had been served. 

In the same way the Anglican churches of 
the CMS had separate churches and burial 
grounds for converts from the higher and 
the lower castes. 

As a matter of course, these internal 
Christian differences also extended to the 
field of employment. For a long time 
Syrians tended to regard high portions in 
the public service as their own monopo¬ 
ly. Problems started when representatives 
from the Christians of depressed classes 
began to assert their claims and to 
demand a separate classification with a 
view of safeguard their own interests. To 
redress their grievances V P Madhava Rao, 
a former dewan (1904-1906), had adopted 
a rule that the caste, to which Christians 
had belonged before conversion, was to 
be taken into consideration in the distribu¬ 
tion of special benefits. 
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amended the existing rule and classified 
the Christians into four groups: Pro¬ 
testants, Catholics, Syrians and Ajiglicam. 
This amendment ofTered the Syrians the 
opportunity to remain in the services in 
significant numbers, as the Catholic and 
Anglican category included both Syrians 
and a large percentage of depressed class 
and other Christians.^' Therefore, 
N John Joseph, a leader of the pulaya 
caste association and member of the Sri 
Mulam legislative assembly, protested that 
inclusion into these four communities 
would deprive the depressed class Chris¬ 
tians of their preferential treatment and 
only favour the Syrian and high caste 
Christians who could take advantage of 
their numerical sttjmgth in securing a large 
number of posts in the public service for 
themselves. “We ate treated in a worse 
manner by the Christians than even by the 
Hindus”.^ 

A similar view had been expressed by 
the Protestants (LMS) of south Travan- 
core. In a memorial to the government of 
H H the maharaja they had complained 
that in the keen competition for govern¬ 
ment patronage their legitimate claims for 
preferment in the public services had not 
received adequate recognition. Initial 
recruitments to the services from their 
community were few and far between and 
as far as direct recruitments to the higher 
ranks were concerned, all appointments 
went to Syrian Christians. They emphasis¬ 
ed. however, that there could not be a 
greater misconception than to think that 
the interests of their own community and 
those of the Syrian Christians were iden¬ 
tical. “Though we profess the same faith, 
there is hardly any identity of interest bet¬ 
ween us, separated as we are socially, 
ethnically and even denominationally”.^' 

Already in 1933, even before the 
publication of the Public Service Com¬ 
mission’s report, the chief secretary to the 
government of Travancore had consulted 
Moore, the Anglican bishop of IVavan- 
core, about the classification of depress¬ 
ed class converts from his community for 
recruitment to the services. In his reply the 


TxBi.t4: Elections TO Travanc ori- LlciISI ativf Councti 


Community 

Population 
in Lakhs 
(1931) 

Voters in 
Lakhs 
(1931) 

Seals from the 23 General Constituencies 
1922 1925 1928 1931 

Brahmins and caste 
Hindus 

4.79 


4 

3 

2 

3 

Nayars 

8.68 

0.529 

12 

13 

14 

15 

E/havas 

8.69 

0.121 

0 

0 

0 

0 

Muslims 

3.53 

0.082 

0 

0 

1 

0 

Christians 

16.04 

0.408 

7 

7 

6 

4 

Depressed classes 

9.17 


0 

0 

0 

1 




23 

23 

23 

23 


Stmne: Travancore: The Present Polilwal Problem, 1934; 21, 24. 
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bishop maintained, that the fairest plan 
would be to class all such convens as 
depressed class Christians, since these 
converts were not immediately merged in 
the Christian congregations which they 
joined and “still deserve and will for many 
years continue to deserve special con¬ 
sideration and treatment from govern¬ 
ment”.^ In a private conversation Moore 
told Garstin, the British Agent, of an 
instance where an Anglican Syrian was 
given a post on the ground that he belong¬ 
ed to the depressed classes.^’ 

The government had placed the same 
question before the Travancore Church 
Council, the highest administrative body 
of the LMS churches in southern IVavan- 
corc After several reminders—the matter 
was clearly embarrassing to the church 
leaders—the Church Council agreed in 
sending a reply, in that reply it emphasised 
that as a church organisation it did not 
believe in i;eligion as a basis of classifica¬ 
tion for political purposes. 

Our church docs not recognise distinctions 
of caste but forms one united body in 
which all converts arc merged. But we are 
bound to say that a considerable section 
of the members of our church originally 
belonged to the so-called Depressed 
Classes such as Cheramar and Sambavar 
(Pulaya and i^iah, DKj, and are still very 
poor and depressed in spite of the church’s 
efforts to uplift them. We therefore do not 
think that they could do without the 
special help and consideration of the 
government in matters of public service, 
education or representation.^* 

At the same time the government received 
representations from depressed class 
Christians urging that they should be dif¬ 
ferentiated from the other Christians. 
Therefore, after consultation with the ec¬ 
clesiastical heads of the Protestant chur¬ 
ches and as a result of the persistent agita¬ 
tion of the depressed class Christians 
themselves, the government of dewan 
Austin re.solved to consider the converts 
as a separate subdivision of the Christians 
and a fifth group of Christians, those 
belonging to the depressed classes, was 
added (1933).*’ This was strongly approv¬ 
ed by leaders of pulaya and pariah 
associations.-* 

Repi V TTr Fn/At.AN 

The information received, from India 
enabled the government in Ldndon to give 
Lord FitzAlan an adequate reply. In 
answer to the questions raised in the 
House of Lords, Viscount Halifax, presi¬ 
dent of the board of education, could 
quote from the statement made by the 
government of IVavancore themselves on 
this subject (March 10, 1933). He inform¬ 
ed the house that according to the 
classification now in force, the Travancore 


Christians were divided into five main 
groups, of which depressed classes was the 
fifth. 

This classification was made on represen¬ 
tation made by and on behalf of such con¬ 
verts in consultation with heads of several 
important Christian religious denomina¬ 
tions in the state who still claim, as a 
concession, right to be considered as 
Depressed Classes for purposes of certain 
educational and other concessions.” 
FitzAlan was far from satisfied with this 
answer and was adamant to have different 
information from Travancore. But for the 
moment he had to give in. The same pro¬ 
ceedings took place in the House of 
Commons (April I, 1935), where ques¬ 
tions were raised by the Duchess of Athol, 
a Scottish memter and sister of the 
viceroy. 

The majority of the native press com- 
rriented adversely both on the interpella¬ 
tion by FitzAlan and the reply given by 
Halifax. The nayar papers vehemcntlv 
condemned the enristian 'agitators* 
who were held responsible for getting 
Travancore a bad name abroad, whereas 
the Christian Kerala Sevakan observed 
that FitzAlan’s local informants should 
supply him with the true facts of the situa¬ 
tion. The consensus did not favour the 
role played by Mar Ivanios. 

The United India and Indian Slates em¬ 
phasised that depressed class Christians 
required as much protection against well- 
to-do Christians as other depressed classes 
against prosperous Hindus. Therefore; the 
paper concluded, the depressed classes 
have little reason to be grateful to Lord 
FitzAlan, since the disputed classification 
was amply justified by the special benefits 
accord^ to them. That was also the opi¬ 
nion of many depressed class Christians 
themselves. At a public meeting at ILivan- 
drum they denounced the intervention in 
parliament as solely inspired by the seKish 
motives of caste Christians and meant to 
discredit the government which was giv¬ 
ing such valuable assistance to the 
depressed class Christians. Only a section 


of the Latin Catholics, while requesting 
the government that it be treat^ as a 
separate community, recorded its gratitude 
to Lord FitzAlan and the Duchess of 
Athol for the political interventions made 
on their behalf.” 

In a confidential note (April 16, 1935) 
Garstin, agent in Travancore; observed 
that the Christians in his state had always 
received remarkably tolerant and extreme¬ 
ly generous treatment from the Davancore 
government. The offending department 
circular of July 1934 was seized upon by 
some Catholics to accuse the goverrunent 
of religious persecution which, according 
to him, was a gross misrepresentation ol 
the facts. But his conclusion was also that 
the Travancore government had only got 
itself to blame for the hard words used by 
FitzAlan in the Houle of Lords, since the 
fears of the Latin Catholics were not en¬ 
tirely groundless and might fairly claim 
to have exposed a situation not free from 
susoicion.” 

Nevertheless, the political department 
of the government of India felt confident 
that the questions by Lord FitzAlan and 
the Duchess of Athol had a salutary ef¬ 
fect and were responsible in no small 
measure to the government of HavaiicoK 
meeting all the legitimate demands of the 
Christians.” Even more effective must 
have been the warning, administered by 
the viceroy to the dewan of TVavanooi^ 
that the government of India relied upon 
him to ensure that there was no further 
cause for complaint of the attitude 
adopted by the local authorities towards 
Christian communities in Thn«ncore:” 
The position of the Christian minority in 
India was too touchy a subject for the 
Indian government to welcome further 
critical questions at home. 

New Rules 

The day after Lord FiuAlan ashed Ms 
questions in British ftrliament, Nokes 
submitted his report to the government of 
Travancore (March 14, 1935). One year 
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Community 

Literates in Vernacular 

l.iteratcs in English 


Number 

Percentage 

Number 

Perceniage 

Brahmins 

33,524 

49.24 

8.797 

12.92 

Navars 

308.223 

35.49 

18.606 

2.14 

i./havas 

185,047 

21.27 

5.201 

0.59 

Muslims 

4I.H0I 

11.83 

1.607 

0.45 

Svrian Christians 

352.524 

37.16 

24,274 

2.55 

Latin Catholics 

62.372 

17.31 

7,335 

2.03 

Protestants (LMS) 

25,011 

17.99 

2.714 

1.95 

Pulaya. Hindu 

6.778 

.1.26 

69 

0.03 

Pulaya, C hristian 

16.540 

10.48 

440 

0.27 


.\ow. Till' pcrcciitagi'i relate to ihc loial number of (he rcspccnve communities. The pulaya 
( liiisiians overlap to a large cxieni »ilh the Latin Catholics and Protestants. 
Source: Based on Census of India, 1931, XXVIII, Travancore, 1932: II. 130 en 132. 
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earlier this high court judge had been 
officially appointed and entrusted with 
the task to restudy the recruitment pro¬ 
blem and offer recommendations. 

Based on Nokes’ recommendations the 
government promulgated Order No 893 of 
June 25, 1935 regulating recruitment to 
the various classes of service and the com¬ 
munal proportion. The principle of 
communal representation was accepted as 
it was bound to be, but only up to a cer¬ 
tain extent. For that purpose the new rules 
recognised eight Hindu caste groups, the 
MusUms and six Christian denominations. 
The Syrian and Latin Catholics were split 
into two distinct categories and the 
classification of Christian converts along 
with Hindus as depressed classes was 
abolished. The term ‘depressed classes’ 
was studiously avoided. 

The order introduced a three-tier divi¬ 
sion of administrative service. In the 
higher division efficiency was to be the 
primary criterion with only a vaguely 
defined safeguard against communal 
under-representation. In the intermediate 
services, with monthly salaries ranging 
from Rs 20 to Rs 150, 60 per cent of the 
posts were to be allotted to the best 
qualified candidates with communal 
preference for the remainder. In the lower 
'division all recruitment would be on the 
basis of communal representation and 
rotation. In all divisions promotions 
would be determined by merit and years 
of service. 

Nokes was appointed as the first Public 
Service Commissioner under the new 
scheme of recruitment. Henceforth all ap¬ 
pointments to the public service should be 
made in accordance with the advice of the 
commissioner. Ail the communities 
recognised by the government order, with 
the exception of the brahmins, nayars and 
other caste Hindus, Jacobite and Mar 
Thomite Syrians, were considered inade¬ 
quately represented and therefore entitled 
to preferential treatment. Only the tem¬ 
ple department and the military remained 
excluded from the purview of the new 
rules.** 

In a confidential report Carstin, the 
. British Agent, assured the government of 
India that the new scheme, closely follow¬ 
ing similar legislation in British India, was 
undeniably on the right lines. He called 
it “an unbiased and earnest scheme free 
of favouritism and communal bias’’.** He 
was strengthened in his opinion by the 
report (1936-1937) of the Public Service 
Commissioner which showed that the till 
then inadequately represented com¬ 
munities had received 38 per cent of the 
available appointments in the intermediate 
division and more than 66 per cent of the 
appointments in the lower division. 
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Nokes, the succeeding agent reported, is 
doing a very conscientious job.** 

In spite of all these positive comments 
it was not long before some communities, 
especially Christians, ezhavas and 
Muslims, started to raise objections 
against the new scheme of recruitment. 
They acknowledged that the scheme as 
such was good, but expressed a strong ap¬ 
prehension that the majority of key posi¬ 
tions were still falling to the brahmins, 
nayars, Jocobiie and Mar Thomite 
Syrians. There was certainly some ground 
for concern, as the Public Service Com¬ 
missioner was only empowered to make 
recommendations and actual appoint¬ 
ments were still being made by the heads 
of departments. Soon after he had taken 
charge of his duties Nokes had complain¬ 
ed to the government that department 
heads were making appointments in utter 
disregard of his existence.** 

The resulting disappointment led to a 
resolution in the legislative assembly 
(November 26, 1937), moved by a Latin 
Catholic representative; urging the govern^ 
ment to tate immediate steps to guarantee 
that all important communities in the 
state were properly represented in the 
secretariat. The heated discussion that 
followed disclosed the deep-rooted com¬ 
munal bitterness that still prevailed among 
the various communities, but especially 
between Christians and nayars. 

In an exhaustive exposition the dewan. 
Sir C P Ramaswamy Iyer, explained the 
government policy. This had the desired 
effect and the resolution was withdrawn. 
Thereupon, the government showed its 
good intentions by recruiting several 
Christians, ezhavas and Muslims to 
leading positions in the executive and 
the judiciary and by appointing C O 
Madhavan, an ezhava, as chief secretary. 
At the close of 1938 the dewan could in¬ 
form the British agent that three of the 
six high court judges, the heads of the 
medical, industries, accounts and excise 
departments and a large proportion of 
high officers generally were Indian 
Christians. He added wryly, that hardly 
a day passed without one of the ec¬ 
clesiastical dignitaries, big or small, in the 
sate sending up recommendations for ap¬ 
pointment or other favours. With so many 
Christians occupying the highest places 
there was apparently no ground left for 
compiuint on the subject of representation 
in public service.** 

Comments and CoNcttjsioNs 

In spite of all government efforts, 
grievances kept being i.urtured, suspicions 
were hot effectively removed and fresh 
complaints were made again. For instance, 
during the second world war the Chris¬ 


tian members of the tegislative council 
submitted a memorial to the dewan argu¬ 
ing along well-estdblished lines, quoting' 
their percentage of the population (32.3 
per cent in 1941), emphasising their 
achievements in Iiterat 7 and economic 
enterprise, but lamenting that their posi¬ 
tion in the public service was far below 
what it ought to be, it was even said to be 
on the decline. The dewan's reaction was 
furious. He retorted that the recruitment 
of Chri.stian$ to public service was really 
higher than their numerical strength in the 
state warranted and that a reduction of 
their number ought to be considered in 
fairness to other communities. He even 
went so far as to suggest that the 
memorialists might be led by a personal 
grudge, as some of them had asked for an 
appointment, but had been refused.** 

What the Travancore experience clearly 
shows is that a system of communal reser¬ 
vation is most unlikely to succeed in satis¬ 
fying the demands of even the major com¬ 
munities. It may effectively challenge up¬ 
per caste dominance, but fails to quell a 
general fear that other communities might 
get a larger share of the cake than they 
ate thought to be entitled to. A doling out 
of ever more parts of the same cake only 
serves to create new imbalances or to 
stimulate fresh rivalries in an endless 
succession of demands and counter¬ 
demands, sharply dividing society in 
mutually exclusive, hostile groups. 

The 1944 memorial mention^ above 
was submitted by the Travancore Chris¬ 
tians in general. In his reply the dewan 
also dealt with Christians in general. But 
when we look at the names of the 
signatories, many of the memorialists 
seem to have belonged to the less privileg- 
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C otnmunity 

Population 
in l.akhs 
(1931) 

Appoint¬ 
ments Held 
(1-1933) 

Brahmins and other 
caste Hindus 

4.79 

5,257 

Nayars 

8.68 

13.435 

F./havas 

8.69 

913 

Muslims 

3.53 

613 

Syrian Catholics 

4.49 

923 

Latin Catholics 

3.60 


Mar Thoma Syrians 

1.42 

960 

Jacobite Syrians 

3.37 

1.353 

Protestants (mainly 
CMS and LMS) 

2.24 

658 

Depressed classes 

9.17 

422 


50.95 

24,534 


Source: This table has been constructed from 
Travancore: The Present Political Pro¬ 
blem, 1934: 20. The figures from 
History of Preedom Movement, 1972: 
II, 337 ate slightly Jiffetent from those 
presented here. 


Economic and Kditical Weekly February 13, 1993 



ed Motions of the Christian community, 
like Latin Catholics and CMS and LMS 
Protestants. This points at a continuing 
existence of social inequalities within the 
laiger Christian community and indicates 
that even the spread of reservations over 
no less than six Christian denominations 
had not ended a fundamental under¬ 
representation of some of them. But the 
problem did not end there. Within these 
under-repfe.sented denominations there 
were again certain groups that effectively 
managed to claim most, if not all, of the 
bcnePits granted by the government. The 
LMS Protestants in south Travancote may 
serve as a case-in-point. 

From the beginning of the 1930s the 
Protestants in this part of the state had 
been reminding the government that there 
was no greater misconception than to 
think that appointments allotted to the 
Christians in general would in any way 
benefit their community, since virtudly all 
these appointments were simply pocketed 
by Syrians. Urged by these and similar 
representations the government had 
classified them as a separate community." 
Yet, this small group of Protestants form¬ 
ed no more a community than the Chris¬ 
tians in general and were sharply divided 
along lines of caste and class. 

In substantiation of this statement we 
may quote the warning issued by A 
Gnanasihamony, one of the Protestant 
leaders against the economic waste in 
marriages and jewellery that were 
prevalent in their community. At a 
political meeting he censuerd the “women 
of moderate means in our communities 
(whoj deck themselves with jewels costing 
I.SOO or 2,000 Rs and [whose] wardrobes 
contain different patterns of gaudy silk 
sarecs costing from 400 to SOO Rs". It is 
obvious that he was referring to an elite 
within the Protestant community which, 
apart from a small group of wealthy nadar 
lawyers and businessmen, mainly con¬ 
sisted of poor and uneducated pulayas 
and pariahs. That can also be inferred 
from his rejection of the 'pernicious 
custom' of bridegrooms demanding exor¬ 
bitant amounts as 'stridhanam' from the 
bride’s father, an indication that dowry, 
an unmistakable elite attribute was mak¬ 
ing headway among these Protestants.^' 

Contemporary missionaries could only 
a^cknowlcdge the existence of social ten¬ 
sions and internal cleavages within their 
flock. The Protestant ecclesiastical 
organisation offered aspiring members a 
suiubie framework to rise to new ad¬ 
ministrative responsibilities. Therefore; the 
Church Council was packed with govern¬ 
ment officers and lawyers of nadar origin. 
They tried to use their positions inside the 
church as an argument for positions out¬ 
side, pressing for political advantage and 
power. However, those wlho were most suc- 


ceuful in passing examinations or in 
entering the public service were the least 
willing to use their influence for the uplift 
of their community at large. They claimed 
government benefits on behalf of their 
community but kept most of it for 
themselves, exactly in the same way as they 
had accused the Syrians to have done 
before. “Some of the best placed among 
the Christians of humble origin", one 
LSM missionary wrote, “are of a selfish 
disposition... they fail to see the larger 
problems"."'- 

The protector of depressed classes 
reported the same distressing experience, 
when he concluded that the .services of the 
prominent men from among the depress¬ 
ed classes, instead of being helpful, have, 
for the most part, been a positive 
hindrance to the elevation of the people 
of their own community.^* 

Finally, one might argue that mutual 
hostility and elite formation are the 
inevitable social costs that have to be paid 
in order to achieve lasting and satisfactory 
results in the fight for social equality. A 
recent study by Mendelsohn and Vieziany, 
however, concludes that India, in spite of 
all its reservation programmes, has so 
far failed to eiadicate the basis of un- 
touchability. Kerala state is said to be on 
the right track in its anti-poverty strat^y. 
but even there the ex-untouchables remain 
structurally at the bottom of society. 

Nowadays Kerala has a Public Service 
Commission consisting of 14 members 
from different castes and communities. As 
in the days of Nukes, this commission is 
only empowered to supervise recruitment 
and to make recommendations, whereas 
actual appointments are made by the 
department heads." As Mendelsohn and 
Vieziany have pointed out, the new 
employment provided by statutory reser¬ 
vation in the public service has made lit¬ 
tle more than a marginal difference to 
overall employment among the ex- 
unlouchables. It can hardly be expected 
to do more, since the number of govern¬ 
ment jobs are simply too few in relation 
to potential claimants. But what is more 
distressing is the percentage of ex- 
untouchable caste people employed in 
central government offices. In 1983 the 
number of Kerala’s ex-untouchables was 
officially stated to be lOiOl per cent of the 
population. Yet only 7.4S per cent of the 
central government offices of all divisions 
were occupied by members of this group, 
and in the first and second class division 
their percentage was even a pitiful 0.26 per 
cent and 3.92 per cent." 

Nevertheless, the same study concludes 
that the policy of reservation has created 
a new, more prosperous class which may 
have an important role to play in the 
future politics of the ex-untouchables." 
It is to be much regretted that this hearten¬ 


ing optimism, which should remain the 
basis of all programmes of positive 
discrimination, is not supported by the 
historical evidence prc.scnted here. 
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Gender Distance among Countries 

Kriiihna Ahooja-l*al(‘l 

On the basis of an understanding of gender equality within a historical persf u’ctivc, this article attempts to 
construct an Index of Women ’.s Advancement (IWA) to facilitate an examination of how countries may be ranked 
on the basis of their achievements in this specific and special area. What are the implications oj IWA rankings 
for research and policy? 


THE decade of the 1980s has been 
characterised as ‘the lost decade for 
development’—‘lost’ for the majority of 
the population of the third world which 
was not able to satisfy its ‘minimum 
needs’. During this decade the economic 
processes did nut lead to significant im¬ 
provements for the vulnerable and disad¬ 
vantaged social groups. An increasing 
number of the homeless and jobless were 
added to official statistics of .several coun¬ 
tries. The same period could, however, be 
described in some respects as a water¬ 
shed—‘a golden decade' during which 
women’s struggles brought about con¬ 
solidation and gains in socio-economic 
and political rights. V-ven though ‘aware¬ 
ness’ cannot be easily quantified, the 
‘equality’ indicators between women and 
men reflected, during the 1980s, a heigh¬ 
tened sensitivity at all levels and ‘spaces' 
of the global community, it might be 
noted that ‘equality’ together with 
‘devevlopment’ and ‘peace' were the main 
themes of the UN Decade for Women 
(1976-1985). In that decade the majority 
of the resolutions adopted by the UN 
system (approximaicly over 100) were 
classified under the rubric ‘women and 
development’ (WAD) or ’women in 
development’ (WID). National and inter¬ 
national research studies for the major 
part had concentrated on simplistic 
‘equality* in the arithmetical sense (below 
oi above 50 per cent). They rarely analys¬ 
ed the socio- economic prrKesscs of 
development which were making women 
‘poorer’ in incomes and assets in the 
developing countries on the one hand and 
at the same time improving their status 
in the developed countries. 

These contradictory movements af¬ 
fected women’s position in the develop¬ 
ment league among different countries. 
Much work remains to be done to iden¬ 
tify more precisely these movements and 
their causes. As a first step in that direc¬ 
tion, this paper touches upon one of its 
major facets, the gender distance among 
nations. 

Countries are no longer ranked just by 
their per capita incomes, a measure which 
is seriously flawed by inadequacies caused 
by foreign exchange rates and their fluc¬ 
tuations and the concept and coverage 
used in the measurement techniques. This 
unreliable indicator is ificreasingly being 


replaced by mure .sophisticated techni¬ 
ques—for instance. Purchasing Power 
Parities (PPPS), (Quality of Life Inde.s 
(QLI), Technological Transformation 
Index (TTI), Huinun Development Inde.s 
(HDD, Under 5 Mortality Rate(U5MR). 
The.se new technique.s helped focus 
research and analysis on subject-specific 
issues. But all of ihern lump women and 
men together, fhey do nut examine the 
degree of differences among countries on 
the basis of the advancement of women 
which has been attained by different 
countries and the order in which these 
countries may be ranked on the basis of 
the Index of Women’s Advancement 
(IWA). This study attempts to undertake 
this difficult task. 

It Iregins with a much needed historical 
perspective within which the question of 
gender equality needs to be examined. It 
then moves on in the next two sections to 
construct an Index of Women’s Advance¬ 
ment to examine more closely how coun¬ 
tries may be ranked on the basis of their 
achievements in this specific and .special 
area. The final section is devoted to some 
concluding reflections on the implications 
of IWA rankings for research and policy 
and on further investigation which re¬ 
mains to be carried out in this neglected 
area. It should be noted that this is a new- 
subject fur research. These findings 
should therefore be taken as the first 
modest attempt to make a beginning. It 
is hoped that this attempt would stimulate 
further work on the subject. 

I 

Histiiriral Pi'nipective 

The UN Commission on the Status of 
Women summarised in its World Survey 
on the Role »f Women (1989/,' a 
resolution' ‘zeroing in’ on 'equality', as 
opposed to ‘development’, .specifying its 
two main components: mainly ‘equality 
of opportunity' and ‘equality of treat 
ment’, mai.n!y the contribution of the In¬ 
ternational i.ab<iur Organisation. It urged 
governments and non-governmental and 
women's organisations to accelerate theii 
efforts towards increasing ihe participa¬ 
tion of women in the economy and socie¬ 
ty, including the labour market and 
political life.' In 1990, two major 
reports, one from UNDP^ and the other 


Irom a high level International 
C'otnmission' from the south attempted 
to link gender with poverty. ‘Why women 
are poorei than men worldwide' was the 
central theme of their enquiry. Using dif¬ 
ferent methculologies and animated by 
different ideologies, these reports arrived 
at a similar conclusion: that gender and 
poverty aie closely related, or to put it in 
the words of Ihe UNDP Human Develop¬ 
ment Report (1990/, “Poverty has a 
decisive gender bias". The South Com¬ 
mission, with a different vision for the 
third world advocated a gender-sensitive 
approach to developmei.t “not jifst as a 
liolitical incentive, but as a basic condi¬ 
tion of sustained economic and social 
progress". 

The building of an international com¬ 
parative data base was one of the most 
positive results of the UN Decade for 
W'omeii compiled by the UN bureaux of 
statistics on submissions made by govern¬ 
ments (member states of UN) on demo¬ 
graphic, socio-economic and political 
trends. These global statistics covered 
many facets of women’s lives. Concerted 
efforts have been made by the UN system 
as a whole to implement resolutions sup¬ 
ported by a number of governments aim¬ 
ing at developing better data and indi¬ 
cators for measuring social change. When 
examining the history of these data 
tabulated over the last two decades, in 
1970s. and I98(K, it is u.scful to bear in 
mind that women were classified as one 
of the 'vulnerable' or ‘disadvantaged’ 
social gioiips. In social policy, they are 
in the same basket as ‘minorities’, 
whenever ‘affirmative action’ was a 
policy issue. In international policies and 
agendas, the bargaining power of women 
had not yet been asserted. 

Through the quantification ha/e of 
statistics, the image of a woman is visi¬ 
ble through blurred strokes as in an 
abstract painting: different, upside down 
oi inside nut. Hut its bold lines sketch an 
outline of the profiles of women as it has 
emeiged on the threshold of the 21st cen¬ 
tury III the I97()s and I98(K. women 
everywhere have made rapid progress (ex¬ 
tent and degree varying Irom country to 
country) in education, health and employ¬ 
ment, the three sub-themes underlined in 
icseaich and policy by the UN Decade for 
Women. On the basis of these profiles. 
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Tmrm'SBiisnHirwTun^ 
of women in most countries can be ex¬ 
pected to be brighter than many would 
have thought possible earlier. The UN 
Report, Global Outlook*' concludes, for 
instance, that orficial projections based 
on national statistics reflect more confi¬ 
dence in self-esteem, higher education, 
better technical knowledge and more and 
more equality in the labour market in 
future. I'he signals are that everywhere 
women are becoming aware of their eco¬ 
nomic, legal and political rights, irrespec¬ 
tive of the community, country and 
continent. 

What does the future portend? The 
Global Outlook summarises both the 
positive and the negative trends. Accor¬ 
ding to it, between I98S and 2000, the 
number of women in the world will have 
increased from 2.4 billion to just over 3 
billion—an increase of 635 million during 
IS years. Nearly 80 per cent of them will 
be living in the developing regions. One 
of the economic and social consequences 
of the increase in life expectancy of 
women, as shown in Table 1, would be 
that more and more women will enter- the 
formal labour force during and after the 
child-bearing years (to be distinguished 
from the informal sector, where the 
‘economic activity’ of women has not yet 
been properly quantified).^ “This”, 
warns the UN Report, “does not mean 
that their opportunities for formal 
employment have necessarily increased”. 

We may underline here the point that 
unequal opportunities in employment 
docs signify that women’^ access to credit, 
income, and as.sets will continue to be 
smaller than that of men during the 
1960s, 70s and 80s. ‘Better access’ by 
itself does not imply better control over 
what they inherit, earn or spend. 

Why are women poorer than men, and 
why do they have le.ss income than men 
everywhere? 'Women everywhere have less 
money, less education, lower qualifica¬ 
tions, lower status and lower .self-esteem 
and importantly less power. Demographic 
data inform us, however, that ‘less’ does 
not apply to life expectancy of women. 
In this ca.se, women hold something 
‘more’ than men in their hands. The 
number of years they live is higher in most 
countries, other factors being equal and 
if they were given ‘half a chance' after the 
age of five by society. These factors, 
researchers tell us. include: nutritional 
standards, lower maternal mortality and 
better ‘care’ for girl children. Never¬ 
theless, there are still .some countries, 
wheie women die earlier than men, 
including for example. Afghanistan, 
Bangladesh, Chad, Hthiopia, and Nepal. 
These examples suggest that in such coun¬ 
tries, women are much more neglected, 
ignored, deprived, and totally marginalis- 


'ed as'a result of values, traditions and 
beliefs imposed through male-made rules 
and norms. 

This paper is a response to a question 
that emerged and re-emerged in compa¬ 
rative analysis on the advancement of 
women. Elements of this question ap¬ 
peared in the early I97()s, and reappeared 
with a renewed vigour during the United 
Nations Decade for Women, wherever 
and whenever ‘women and development’ 
was on the agenda of any national or in¬ 
ternational fora. The contours of the 
question became clearer only when data 
and information from different regions 
and countries were tabula;cd, methodo¬ 
logies developed for analysis and pro¬ 
blematics formulated. In which country 
are women more advanced?"- Is country 
A more advanced* than country B? To 
answer this question, data from over 100 
countries in all continents of the world 
have been collected and tabulated and 
given ‘value*. Behind the statistical data, 
there are unexplained issues linked to 
political structures, economic systems and 
social orders. How should single index be 
constructed? What are the criteria for 
concluding that women in one country are 
more advanced than in the other? The 
term ‘advancement of women’ and ‘.status 
of women’ is the recurrent theme in 
research reports and studies. The terms 
‘status* and ‘advancement’ have often 
been used as synonyms. But they have im¬ 
portant differences. ‘Status’ is a static 
condition applicable to a point of time. 
‘Advancement’ denotes a positive change 
over time and therefore more useful for 
comparative analysis. ‘Status’ in the 
sociological sense denotes ‘position’ in a 
social system, and by implication the 
distribution of rights, obligations, power 
and autonomy within the same system 
(social philosophers, Hobbes and Locke). 
In current literature, ‘advancement’ in¬ 
cludes ‘progress’ (economic or social) 
signifying movement in the desired direc¬ 
tion, and refers to ‘place’, ‘condition’, 
and ‘role’ of women in a given society. 

In this study, ‘advancement of women’ 
is used to denote achievements of 
women's movements to enhance women’s 
status. It refers to socio-economic move¬ 
ment towards transforming women’s rela¬ 
tionships to men and society and there¬ 
fore their position in the social order. 
Thus, to judge whether or not women 
have advanced’, one must consider the 
periods to which the data refer and the 
‘standard of value’ applied. 

Here women and development indi¬ 
cators have been evaluated as barometers 
of social change in a dynamic sense. The 
global data ba.se, constructed by the UN 
system, is a product of an epoch in which 
the ideology mix of liberalism, capitalism. 
sociali.sm and marxism (and several 


shades in between) resulted in what may 
be described as a common denominator 
in international negotiations. Two signifi¬ 
cant documents, adopted through negoti¬ 
ations by the member states of the UN 
bear witness to this: the UN Convention 
on the Elimination of Discrimination 
against Women signed in December 1979 
and the Nairobi ‘Eorward l.ooking 
Strategies' adopted at the end of the 
decade in 1985. 1 hey constitute a new 
charter of women’s rights. The former 
has the status of a treaty in international 
law when ratified by two-thirds of coun¬ 
tries. The latter sets out international 
guidelines on the direction of change 
needed to enhance the status of women. 
Both documents underline univcrsalisa- 
tion and globalisation of women’s issues 
as human issues. 

The current controversy on the differ¬ 
ences of approach between western femi¬ 
nists and third world feminists, in-my 
view, IS nut directly relevant to this 
analysis. This author takes the view that 
the ‘theori« of knowledge’ go far beyond 
geopolitical boundaries. Western women 
are not uniformly modern or liberated; 
nor are the third world women always 
poor, backward and without power. The 
economic and social differences within 
western and non-western worlds are, 
however, more significant when compar¬ 
ing the advancement of women among 
the countries in the north and within the 
countries of the .south. By constructing a 
global profile of women on tt;c basis of 
a new Index of Women’s Advancement 
(IWA), I have attempted to paint a spec¬ 
trum of rainbow colours often dotted 
with green, blue and red in varying 
combinations. 

I should underline here the limitations 
of the data used. These data, appropriate¬ 
ly disaggregated Cpr women and men, 
.show ‘differentials’ or ‘gaps’ between the 
genders. When data are forwarded by in¬ 
dividual countries to the relevant UN 
organisations or agencies, internationally 
accepted methodologies are usually ap¬ 
plied to make them more nr less compara¬ 
ble on a regional or national basis. The 
cumulative research on indicators during 
the UN Decade for Women revealed a 
need for fundamental changes in concepts 
and political perceptions, because of 
inherent b ases, specially where defini¬ 
tions of women’s issues were concerned. 
These biases and prejudices entered at 
various stages of stati.stical analysis: from 
interviews conducted by investigators to 
the last point of tabulation by agencies. 
Several statistical breakthroughs in 
specific projects and programmes in¬ 
itiated by women’s co-ordinators in the 
UN system and national machineries oc¬ 
curred, before these distortions could be 
corrected. There is still a long way to go. 
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The aim of this paper is to construct 
a new Index on Women’s Advancement 
(IWA) which would use existing data to 
reflect upon various aspects of women’s 
lives, their life cycles and work cycles and 
to portray their aspirations, needs and in¬ 
terests as captured by policies and prac¬ 
tices. The standards of value applied here 
are the feminist standards, placing women 
at the centre of social change—women as 
actors rather than mere agents as reflected 
in ‘equality of sexes’ indicators. The 
period of quantification covers approx¬ 
imately the decade 1977-87—varying ac¬ 
cording to the availability of data. The 
data are drawn mainly from three 
.sources; the World Bank, Women in 
Developmenumsy, the UNDP, Human 
Development Index (1990); and the UN 
The World's Women, (1970-90). 

II 

Cunatructing an Index of Women's 
Advaneement IIWA) 

The origins of efforts to systematical¬ 
ly reflect women's lives in statistics can 
be traced to small beginnings during the 
UN Decade for Women. Some landmarks 
in the long journey towards measurement 
and quantification of women can be 
gauged from the lacunae m data that ex¬ 
isted before 1975, and how the economic 
and social indicators began to be an in¬ 
tegral part of ‘Women in Development’ 
data. This author had the privilege of par¬ 
ticipating in this process in a modest way. 
In her editorial for the ll.O Journal, 
Women at Work, (.second issue, 1978), 
the following paragraph appeared: 
Women account for more than one-half 
of humanity and they woik for nearly 
two-third.s of all the work hours; but they 
receive only some one-tenth of the world 
income, and own less than bate I per cent 
of world’s productive assets. 

The above paragraph formed the foun¬ 
dation stone of the political drama 
around which women’s organisations 
presented their protests, grievances and 
demands. It was perhaps the unique para¬ 
graph, most quoted everywhere, within 
and outside the UN. Its methodology was 
simple. The broad orders of magnitude 
in the statement were based on the UN 
and ILO Yearbooks. The secretary- 
general of the United Nations gave pro¬ 
minent place to these statistics in his open 
ing policy statement at the Second Wot Id 
Conference on Women in Copenhagen 
(1980). Since then, the draiiiu of these 
statistics has appealed to so many writers 
and researchers tluti they have been 
reproduced widely whenever and 
wherever inequalities between women and 
men were discussed. Their appeal lies in 
the fact that they neatly summarise in 
easily remembered numerals the world’s 


most inequitable relationship. To over¬ 
come this inequity and to change this 
relationship—to reduce the gap of income 
and assets between women and men— 
constitutes perhaps the foremost task of 
economic and social progress over the 
next two decades 

BuiLDiNCi IIP Data Bast 

The UN Decade for Women generated 
global data ba.se from 1976 to 1985. The 
three world conferences of the United 
Nations—at Mexico (1975), Copenhagen 
(1980), and at Nairobi (1985)—created the 
basis for a systematic compilation and 
analysis of data supplied by governments 
and research by individual experts. 
Despite these surveys and studies, the 
crucial question of measuring the gender 
distance among countries has not been 
addressed so far. 

A beginning, however, has been made 
and a first stc' i-'*' n by the World Bank 
which made ; special contribution to 
economic and polii= ,,1 indicators between 
women and men. In a table outlined 
‘Women in Development’ in 1988, an at¬ 
tempt was made to bring together data on 
l29 countries: 101 developing, 19 in¬ 
dustrial market economy and nine other 
countries (including eastern Europe, the 
•Soviet Union, Cuba. Maqgolia, and the 
Democratic Republic of Korea, known to 
most people as North Korea). The third 
world countries totalling 101 include 
countries with widely varying levels of real 
per capita income: 39 in low income, 34 
in the middle income, 29 in the upper 
middle income, and four in the high 
income group. 

The World Bank table presented data 
on seven indicators: female population 
ratios per 100 males of all age groups and 
a 0-4 age level, life expectancy for females 
and males, births attended by health per¬ 
sonnel, maternal mortality, infant mortali¬ 
ty rates, and female enrolments for 
primary and secondary education. The 
range'of indicators was quite clearly very 
wide. Moreover, comparable data were 
also given wherever available for changes 
in most of these indicators over time, from 
l%5 to 1985. This pioneer pre.sentation 


made it possible also to undertake inter¬ 
country comparisons of changes over 
time. 

The World Bank in bringing together 
a composite table on 'women in develop¬ 
ment’ (WID) took an important step for¬ 
ward. The appearance of WID data 
among development indicators in the 
company of GNP and its growth, changes 
in the structures of output and foreign 
trade, balance of payments and debt, and 
debt-servicing and public budgeting 
upgraded WID statistics from micro to 
macro level analysis. The World Bank 
data did not ctwer women’s life expectancy 
and participation in political life. These 
data have appeared recently in another 
UN source. The World's Women: Trends 
and Statistics (1970-1990). 

No single indicator readily provides 
comparable information on the status of 
women in different countries. For income, 
wages or salary levels, data are used which 
exclude ‘social support' benefits ip kind. 
But this is not a satisfactory basis of com¬ 
parison. The results are tied to levels of 
per capita income. The problem becomes 
even more complicated when different in¬ 
dicators are given different values and 
weights, f-.arlier studies have generally 
u.sed the method of ranking the countries 
by each indicator and then adding 
together the .separate rank values for each 
country. An average was then derived 
from this total. Earlier .studies on Quality 
of Life Index, and the recent UNDP study 
on the Human Development Index 
(HDI) (1990) have followed the same 
methodology, although the number of 
observations included in the Ql.l was 
much larger than only the three static in¬ 
dicators which formed the basis of HDI. 

If the main objective is to compare the 
degree of women’s advancement in dif¬ 
ferent countries and show thereby which 
countries are mure advanced, it is not 
possible to rely exclusively on any of the 
pas; studies. new methodology needs 
to be evolved. This should not be based 
oir only real per capita inco.rie and Just 
life expecian»:y of women. A much more 
broad-based approach involving several 
indicators is necessary to reflect more 


T AHI I I; 1)1 SXMiK.M’IIK InOH moms to Wosil-N IN Dl-VHIH'I 0 AND 1)1 VI lill'INl, C'OUNIHIIS, 

Mm-IWOs 


Indicator 

Developed 


Developing Countries 



C ounlries 

Africa 

1 Asia 

laiin 




America 

Age in years 





Ai. first marriage 

21 

17 

17 

19 

Al birih of lirsi child 


to 

20 

20 

Between first and last birth 

7 

17 

16 

16 

Number of live biilhs 

■» 


7 

6 

Years of life expectancy at birth of 
last child 

47 

29 

36 

in 


Soun'e: UN. Data Highlights. tVicmia) No .S, I'ebruary 19H9. 
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adequatdy the level of women’s advance- 
men! in different countries. It must in¬ 
clude all facets of women's lives—women, 
as producers, women as reproducers, 
women as consumers, and women as 
cili/cns. 


Slil.F.C I ION or Iniik aiohs 

For this study, therefore, the following 
seven indicators arc selected: 

(1) Purchasing Power Parity (PPP$) 
adjusted estimates of GDP levels to ex¬ 
clude exchange rate and price distortions, 
reflecting thereby the real (as opposed to 
nominal) per capita income of the coun¬ 
tries concerned. 

(2) Maternal Mortality Rate (MMR) 
refers to the number of female deaths that 
occur during childbirth per i,(X),000 live 
births. MMR rigures are relevant because 
they reflect the ability of a country to care 
for the special health needs of women 
during pregnancy and childbirth. 

(3) Infant Mortality Rate (IMR) is the 
number of infants who die before 
reaching one year of age per 1,000 live 
births. IMR reflects the quality of nutri¬ 
tion and care of infants and pregnant 
women, as well as achievements in female 
literacy and education. 

(4) Life Expectancy at Birth LEB 
figures on women indicate the number of 
years a new born female infant wpuld live 
if the patterns of mortality at the time of 
its birth remain the same throughout its 
life. The LEB reflects the quality of 
health care delivery and nutrition levels 
available to women, as well as possibly the. 
biological resiliency of women to live 
longer, as is the general case, than men. 

(5) Post-Secondary Education (PSE) 
figures show the extent to which girls ad¬ 
vance in education beyond the secondary 
level, compared with boys. This indicator 
portrays the extent to which women are 
given equal opportunities to acquire for¬ 
mal education. 

(6) Labour Force Participation (LFP) 
comprises the percentage of 'economically 
active' women aged ten years and over, 
including the armed forces and the 
unemployed, but excluding so-called 
‘economically inactive’ groups. The con¬ 
cept of economically active is restrictive 
and does not. for example, include ac¬ 
tivities of home-makers or care-givers who 
are mainly women. Labour force figuref 
in several developing countries, therefore, 
significantly underestimate female par¬ 
ticipation rates. 

(7) Participation in Parliamentary 
Assemblies IPPA} is the percentage 
distribution of seats between men and 
women in national parliaments. This 
figure is taken as a proxy indicator of the 
extent by which women participate dircct- 


Table 2: Sei.ecteo iNoicAToas for Women's Advancement (IWA) 


Country 

Real GDP Maternal 

Infant 

Female 

Average 

Average 

Average 


Per Mortality Mortality 

Life Ex¬ 

Female 

Female 

Female 


Capita Rate (Per Rate (Per 

pectancy 

Post-Sec. 

Share of Piriicipa- 


(PPP$) 

100,000 1,000 Live 

at Birth 

Enrol¬ 

labour 

lion in 


1987 

Live 

Births) 

(Wars) 

ment as 

Force 

f^rlia- 



Births) 

1988 

1986 

Per Cent 

(Per 

ment 



1980-87 



of P S 

Cent) 

Assembly 






Enrol¬ 

1980/90 

as Per 






ment 


Cent of 






I985.'87 


Ibtal 








1985/87 


(I) 

(2) 

(3) 

(4) 

15) 

(61 

(7) 

Afghanistan 

_ 

690 

171 

_ 

14.00 

9.0 

... 

Algeria 

2,633 

140 

73 

63 

31.8 

9.0 

2.4 

Argentina 

4,647 

69 

32 

74 

53.0 

28.0 

4.7 

Bangladesh 

883 

600 

118 

50 

19.3 

7.0 

9.1 

Belgium 

13,140 

9 

10 

78 

46.8 

34.0 

7.5 

Benin 

66S 

— 

109 

52 

15.9 

48.0 

4.1 

Bhutan 

— 

1,710 

127 

45 

0.0 

31.0 

1.3 

Bolivia 

1.380 

480 

109 

55 

— 

25.0 

3.8 

Botswana 

2,4% 

250 

66 

62 

42.9 

36.0 

5.1 

Biaoil 

4,307 

120 

62 

68 

50.0 

28.0 

5.3 

Burkina Faso 

_ 

810 

137 

49 

23.5 

46.0 

— 

Burundi 

4S0 

— 

III 

50 

25.0 

48.0 

9.2 

Cameroon 

1,381 

300 

93 

58 

— 

33.0 

14.2 

Canada 

16,380 

3 

7 

80 

53.1 

40.0 

9.6 

Central African 








Republic 

591 

600 

131 

51 

II.1 

46.0 

~ 

Chad 

— 

860 

131 

46 

6.3 

21.0 

— 

Chile 

4,862 

47 

19 

75 

42.9 

28.0 

— 

China 

2,124 

44 

31 

70 

29.5 

43,0 

21.2 

Colombia 

3,524 

110 

46 

68 

48.7 

22.0 

— 

Congo, Peoples 








Republic 

756 

1,000 

72 

60 

13.7 

39.0 

9.8. 

Costa Rica 

3,760 

.36 

18 

76 

— 

22.0 

10.5 

Cole d'Ivoire 

1,123 

— 

95 

54 

— 

34.0 

5.7 

Denmark 

15,120 

4 

8 

78 

49.1 

45.0 

31.5 

Dominican Repubiic 

— 

74 

64 

68 

— 

15.0 

5.0 

Eucador 

2.687 

190 

62 

68 

39.0 

19.0 

1.4 

Egypt, Arab 








Republic 

1,357 

320 

83 

63 

33.4 

10.0 

3.9 

El ^Ivador 

1,733 

70 

58 

66 

27.00 

25.0 

3.3 

Ethiopia 

454 


153 

48 

18.2 

.39.0 

— 

Finland 

12,800 

6 

6 

79 

50.0 

47.0 

6.4 

France 

13,960 

6 

8 

80 

49.1 

40.0 

32.2 

Gabon 

2.068 


102 

54 

37.5 

3.3.0 

13.4 

German Federal 








Republic 

14,730 

II 

8 

78 

41.7 

37.0 

4.3 

Ghana 

481 

1.000 

89 

56 

17.1 

40.0 

— 

Guatemala 

1,957 

110 

5K 

63 

— 

16.0 

7.0 

Guinea 

— 

— 

146 

43 

13.4 

40.0 

— 

Haiti 

775 

230 

116 

56 

31.1 

41.0 

— 

Honduras 

I.II9 

50 

68 

66 

38.5 

20.0 

5.2 

Hong Kong 

I3.9flri 

5 

8 

79 

35.1 

33.0 

— 

India 

1,053 

340 

98 

56 

26.1 

25.0 

8.3 

Indonesia 

1,660 

450 

84 

58 

32.2 

31.0 

— 

Iran, Islamic 








Republic 

... 

- 

61 

59 

27.9 

18.0 

1.5 

Iraq 

— 

50 

68 

65 

32.3 

21.0 

13.2 

Ireland 

8,570 

.2 

4 

76 

43.) 

29.0 

21.0 

Israel 

9.182 

5 

II 

77 

45.7 

34.0 

8.3 

Italy 

10,680 

10 

10 

80 

46.8 

32.0 

20.6 

Jamaica 

2.506 

no 

18 

76 

56.9 

2.9 

11.7 

Japan 

13.1)5 

16 

5 

78 

86.5 

38.0 

1 4 

Jordan 

3.161 

— 

4.3 

67 

44.4 

10.0 

0.0 

Kampuchea 

- 

-- 

127 

-■ 

— 

— 

- 

Kenya 

794 

170 

71 

59 

26.3 

40.0 

1.7 

Korea, Republic oi 

4.832 

26 

24 

73 

.30.1 

34.0 

2.9 

Kuwait 

13.843 

6 

IV 

75 

54.2 

14.0 

— 

Uo PDK 

- 

— 

109 

51 

35.2 

44.0 

— 

Ijebanon 


— 

39 


38.6 

28.0 

0.0 

Ijesotho 

1.585 

— 

99 

57 

62.5 

44.0 

— 


(Conid.l 
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Couniry Real CDP Maternal Infant Female Average Average Average 

Per Mortality Mortality Life Ex- Fcmate Female Female 

Capita Rate (Per Rate (Per pectancy Post-Sec. Share of i^rticipa- 
(PPPS) 100,000 l,(X)0 Live at Birth Enrol- Labour tion in 

1987 Live Births) (>bars) ment as i^sree Parlia- 



(1) 

Births) 

1980-87 

(2) 

1988 

(3) 

1986 

T4) 

Per Cent 
of P-S 
Enrol¬ 
ment 
1985/87 

(5) 

(Par 

Cent) 

1980/90 

(6) 

men! 
Asiiembly 
as Per 
Cent of 
Total 
1985/87 
(7) 

Liberia 

696 

_ 

86 

56 

28.9 

30.0 

6.3 

Libya 

— 

80 

80 

63 

25.0 

9.0 

— 

Madagascar 

634 

240 

119 

55 

38.5 

39.0 

1.5 

Malawi 

476 

— 

149 

47 

28.2 

41.0 

— 

Malaysia 

3,849 

59 

24 

71 

44.1 

35.0 

5.1 

Mali 

S43 

— 

168 

48 

13.5 

16.0 

3.7 

Mauritania 

840 

— 

126 

49 

— 

22.0 

— 

Mauritius 

2,617 

100 

22 

70 

36.4 

27.0 

5.7 

Mexico 

4,624 

82 

46 

72 

39.7 

27.0 

10.8 

Morocco 

1.761 

300 

80 

62 

33.6 

20.0 

0.0 

Mozambique 

— 

— 

172 

49 

21.4 

48.0 

16.0 

Nepal 

722 

830 

127 

47 

20.4 

32.0 

5.8 

Netherlands 

12,660 

3 

8 

80 

41.3 

31.0 

20.0 

Nicaragua 

2,209 

47 

61 

63 

55.6 

26.0 

13.5 

Niger 

4S2 

420 

134 

46 

17.9 

47.0 

— 

Nigeria 

668 

800 

104 

52 

— 

35.0 

— 

Norway 

13.940 

2 

8 

80 

53.4 

41.0 

34.4 

Oman 

— 

— 

40 

36 

42.9 

9.0 

— 

Pakistan 

I.S85 

300 

108 

51 

14.3 

12.0 

8.9 

Panama 

4,009 

57 

23 

74 

58.2 

27.0 

6.0 

f^pua New Guinea 

1,843 

900 

57 

34 

25.0 

38.0 

0.0 

Paraguay 

2.603 

380 

42 

69 

— 

21.0 

1.7 

Peru 

.3.129 

88 

87 

62 

34.8 

24.0 

5.6 

Philippines 

1,878 

93 

44 

65 

54.4 

31.0 

- 

Rwanda 

571 

210 

121 

50 

15.0 

47.0 

12.9 

Saudi Arabia 

8,320 

— 

70 

65 

39.5 

7.0 


Senegal 

1,068 

600 

80 

49 

20.6 

39.0 

II.7 

Sierra Leone 

480 

430 

133 

42 

— 

32.0 

— 

Singapore 

12,790 

5 

9 

75 

42.9 

32.0 

3.8 

Somalia 

— 

1,100 

131 

48 

20.5 

39.0 

4.0 

South Africa 

4,981 

83 

71 

63 

— 

36.0 

3.5 

Spain 

8.990 

14 

9 

80 

49.1 

24.0 

6.4 

Sri lanka 

2,033 

60 

32 

72 

40.7 

27.0 

4.8 

Sudan 

750 

660 

107 

SI 

39.4 

22.0 

0.7 

Sweden 

13,780 

5 

6 

80 

47.2 

45.0 

30.9 

Switzerland 

Syrian Arab 

13,400 

5 

7 

80 

32.5 

37.0 

14.0 

Republic 

— 

280 

47 

66 

34.3 

16.0 

9.2 

Tanzania 

405 

340 

103 

55 

41.7 

48.0 

26.9 

Togo 

Trinidad and 

670 

— 

93 

54 

J4.3 

36.0 

5.2 

Tobgago 

3,664 

34 

20 

72 

50.0 

30.0 

16.7 

Dinisia 

2.741 

310 

38 

65 

36.6 

25.0 

5.6 

Uganda 

United Arab 

311 

300 

102 

49 

22.8 

41.0 

- 

Emirates 

12.191 

— 

25 

71 

57.9 

6.0 

0.0 

United Kingdom 

12,270 

9 

9 

78 

52.5 

41.0 

6.3 

United Stales 

17,615 

8 

iO 

79 

_ 

48.0 

5.3 

USSR 

— 

48 

25 

70 

_ 

_ 

34.5 

Uruguay 

3,063 

38 

27 

74 

56.0 

31.0 

0.0 

Vietnam 

Yemen Arab 

— 

— 

63 

68 

23.5 

47.0 

17.7 

Republic 

... 

— 

IIS 

47 

ll.l 

13.0 

0.0 

Vbmen POK 

— 


118 

51 

— 

_ 

_ 

Zaire 

220 

— 

83 

54 


35.0 

3.5 

Zambia 

717 

130 

79 

54 

17.0 

28.0 

2.9 

Zimbabwe 

1,1X4 

480 

71 

60 

33.0 

34.0 

9.0 


ijwui', numan ur-rrmfimeni neptiri, ivw. lO' column;, I, / and uniieu maiions. 
The Siiuaiiun of V/omen, 1990, lor columns 5. 6 and 7, and World Bank, Develop- 
mem Report. /IWA lor column 4. 


ly in the political fife; and thereby exer¬ 
cise a certain degree of decision-making 
and bargaining power for determining the 
direction of state policies. These seven 
indicators are basically self-explanatory 
and correlated to the seven roles of women 
in the family economy and society. This 
does not mean that they are sufficient to 
portray that multi-faceted image of 
women which is indeed critical to deter¬ 
mining whether one country is more ad¬ 
vanced than another. Much further 
discussion is therefore needed regarding 
the particular set of indicators to be used 
for analytical adequacy. This selection is 
to be considered as a preliminary step un¬ 
til better combinations of indicators arc 
investigated. One must bear in mind, in 
any case, the general limitations of inter¬ 
national comparisons, which do not 
necessarily touch real life. 

In modern life, statistics have a special 
significance. For example, quantification 
of various aspects of life are a prerequisite 
for planning and policy. From population 
to industry, from productivity to 
computers—everything is examined accor¬ 
ding to numbers: ‘how many', ‘how much’, 
etc. As regards equality statistics, ‘wage 
gap’ has to be identified in terms of 
percentages. While statistics do not reflect 
a complete profile of women, they do 
outline their main featuics. 

.One particular indicator of crucial 
significance is, for the time, excluded for 
the sake of the statistical convenience of 
availability. This relates to the ratio of 
females to males in total populatior. In 
general, more males are born than females 
throughout the world. Bqt given normal 
comparable health and nutritional condi¬ 
tions, more males die than females. T'he 
preci.se influence of thc.se contradictory 
factors needs to be properly assessed. But 
the general fact remains that in all age 
cohorts, females tend to live longe; than 
males nearly everywhere. There arc 
therefore more females than males in most 
countries. 1 hat is. the female population 
ratio is generally higher. This may well be 
a clear indication of women’s greater 
resilience despite the generally oppressive 
and unequal conditions they face during 
their lives, it may well be also a genetic 
tribute to their reproductive function. This 
situation will be disturbed if there were 
significant migratory movements of one 
or the other sex across national boun¬ 
daries. Under mote ‘normal’ conditions 
(not cjisy to define), a notably lower ratio 
of women in the population will then 
rellcct an advcr.se impact of clear dis¬ 
crimination against women in the family 
standards of nutrition and care— 
particularly for very young girls, child¬ 
bearing women, and elderly women. 
These groups of women may be given a 
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Smaller share of the scarce food and may 
receive less effective medical care. 

Choice Of Methodoiogv 

If there are seven indicators for each of 
the 108 countries for which we have given 
data, there will be over 700 entries—too 
large a number to make any sense of 
them. Therefore, appropriate metho¬ 
dology has to be devised for combining 
these massive data to derive meaningful 
comparisons. The .study uses the approach 
of ranking countries for each indicator, 
and then combining the ranks of each 
country for the seven indicators to give a 
value to determine the final rank of that 
country among all countries listed in 
Tables 2, .f and 4. This process of rank¬ 
ing was carried out as follows. 

Countries were ranked in terms of their 
value for each of the seven selected in¬ 
dicators given in Tabic I. A rank of 1 was 
assigned to the country with the ‘highest* 
value of the indicator; consequently, ail 
108 countries were arranged in a descen¬ 
ding order for the positive values, anJ in 
an a.scending order for the negative values. 
For example, for such positive values as 
education, labour force, parliamentary 
participation, life expectancy, purchasing 
power parities, a rank of I was assigned 
to the country with the highest value for 
the given indicator. Other countries, 
sorted in descending order, were then 
assigned the subsequent ranks. For in¬ 
dicators with negative values, such as in¬ 
fant and matetnai mortality rales, a rank 
of I was assigned to the country with the 
lowest value; other countries, sorted in an 
ascending order, were then ranked accor¬ 
dingly. Such an approach is based on the 
assumption that lower mortality rates are 
a positive reflection of the improving 
status of women. Where countries had the 
same value, ties were broken using the 
alphabetical order of countries. To il¬ 
lustrate, if Belgium and Brazil were tied, 
Belgium was assigned a higher rank for 
positive values, but a lower rank for 
negative values. 

A mean for each country was computed 
by summing up the rank:, of a given coun¬ 
try for each of the indicators for that 
country, and dividing the total by the 
number of indicators on which data were 
available. This may be illustrated thus: the 
number of indicators on which data were 
available for Norway was 7, and the sum 
of the ranks obtained for these indicators 
was 52. To obtain the mean, the sum of 
ranks (52 in this case) was divided by the 
number of indicators (which is 7). 
i e, 52 - 7 - 7.4. 

The means thus obtained, rcfcried to as 
Index of Women’s Advancement (IWA), 
arc ranked in such a w4y that the country 


1 ABCfc j: isawkikio w c -ouwatts bt iNoexur wuMtn-s mnmNciuiiieNi (iwai 

Country Real 'Mater- Infant Female Average Average Average IWA IWA 

GUP nal Mona- Life Ex- Female Rtmale imale Rank 


Per 

Morta¬ 

lily 

peciancy 

Post- 

Share of Parti- 

Capita 

lity 

Rate 

at Birth 

Sec. 

Labour cipation 

(PPP$) 

Rate 

(Per 

(Years) 

Enrol¬ 

Forec in 

1987 

(Per 

1,000 

1986 

ment as 

(Per I’arlia- 


100,000 

Live 


ftrr 

Cent) meni. 


Live 

Births) 


Cent of 1980/90 Assem- 


Births) 

1988 


PS 

bly as 


1980-87 Enrol- IVr 

ment Cent 

1985/87 of Total 

1985/87 



(1) 

(2) 

(3) 

(4» 

(5) 

(6) 

(7) 



Norway 

3 

1 

12 

5 

10 

19 

2 

7.4 

1 

Denmark 

5 

3 

7 

13 

17 

12 

4 

8.7 

2 

Canada 

2 

2 

5 

1 

II 

22 

25 

9.7 

3 

Sweden 

10 

8 

4 

7 

21 

13 

5 

9.7 

4 

France 

7 

II 

8 

2 

18 

23 

3 

10.3 

5 

Finland 

13 

10 

3 

9 

15 

6 

.35 

13.0 

6 

United Stales 

1 

13 

18 

II 

_ 

5 

46 

15.7 

7 

Switzerland 

4 

9 

6 

8 

53 

35 

15 

18.6 

8 

United Kingdom 

16 

15 

15 

16 

13 

21 

.37 

19.0 

9 

Italy 

18 

16 

17 

3 

23 

50 

9 

19.4 

10 

Netherlands 

15 

6 

II 

4 

.34 

56 

10 

19.4 

II 

Hong Kong 

8 

4 

10 

10 

47 

49 


21.3 

12 

Belgium 

II 

14 

16 

12 

22 

42 

.33 

21.4 

13 

Japan 

12 

20 

2 

15 

1 

32 

72 

22.0 

14 

Ireland 

21 

18 

1 

19 

27 

61 

8 

22.1 

15 

Israel 

19 

5 

19 

17 

24 

44 

32 

22.9 

16 

USSR 

Cierman Federal 

— 

27 

30 

35 

— 

— 

1 

23.3 

17 

Republic 

6 

17 

9 

14 

32 

34 

54 

23.7 

18 

Spain 

20 

19 

14 

6 

19 

77 

36 

27.3 

19 

Kuwait 

9 

12 

2.3 

22 

9 

93 

— 

28.0 

20 

Singapore 
Trinidad and 

14 

7 

1.3 

23 

31 

53 

59 

28.6 

21 

Tobago 

33 

.30 

24 

30 

16 

60 

12 

29.3 

22 

China 

45 

24 

32 

33 

.59 

16 

7 

.30.9 

23 

Chile 

25 

25 

22 

21 

29 

64 

... 

31.0 

24 

Pinama 

30 

31 

26 

25 

3 

69 

.39 

31.9 

25 

Costa Rica 

32 

22 

20 

IR 

— 

79 

23 

32.3 

26 

Malaysia 

31 

32 

28 

31 

26 

.39 

50 

33.9 

27 

Argentia 

27 

34 

.33 

24 

12 

62 

53 

35.0 

28 

Uruguay 

23 

2.3 

31 

26 

6 

58 

80 

35.3 

29 

Vietnam 

— 

— 

51 

41 

70 

9 

II 

36.4 

30 

Jamaica 

42 

45 

21 

20 

5 

105 

20 

36.9 

31 

Mexico 

28 

38 

41 

28 

.36 

68 

22 

37.3 

32 

Nicaragua 

Korea, 

44 

26 

48 

54 

7 

71 

16 

38.0 

33 

Republic of 

26 

21 

27 

27 

59 

45 

65 

38.4 

34 

Philippines 

49 

41 

39 

47 

8 

57 

-- 

402 

35 

Brazil 

29 

46 

49 

37 

14 

63 

45 

40.4 

36 

Mauritius 

40 

42 

25 

34 

45 

67 

42 

42.1 

37 

Colombia 

34 

43 

40 

38 

20 

78 


42.2 

38 

Ijcsotho 

54 

— 

76 

65 

■> 

15 

— 

42.4 

39 

Sri lanka 

United Arab 

47 

3.3 

.34 

29 

35 

70 

52 

42.9 

40 

Emirates 

17 


29 

.32 

4 

104 

79 

44.2 

41 

Botswana 

43 

54 

5.3 

56 

28 

36 

49 

45.6 

42 

South Africa 

24 

39 

.'K 

.55 

— 

V} 

62 

45.8 

43 

liaq 

__ 

29 

55 

46 

54 

83 

18 

47.5 

44 

lan/ania 

87 

62 

80 

73 

33 

4 

6 

49.3 

45 

Tunisia 

37 

59 

46 

49 

44 

75 

43 

50.4 

46 

Gabon 

46 


77 

75 

43 

48 

17 

51.0 

47 

Cameroon 

S6 

56 

72 

6.) 

... 

47 

14 

51.3 

48 

Honduras 

Syrian Arab 

61 

28 

54 

44 

41 

85 

47 

51.4 

49 

Republic 

— 

55 

42 

45 

49 

91 

27 

51.5 

50 

Gauaicmala 

48 

44 

45 

S2 


89 

34 

52.0 

5| 

Jordan 

3.*; 


38 

42 

25 

97 

75 

52.0 

52 

Peru 

36 

40 

70 

58 

48 

76 

44 

53.1 

5.3 

Saudi Arribia 

22 

— 

56 

48 

37 

103 

- 

53.2 

54 

LI Salvador 

S2 

35 

44 

43 

63 

7,3 

63 

53 3 

55 

Zimbabwe 

59 

68 

59 

ftO 

S2 

46 

29 

53.3* 

56 

Flcuadot 

.38 

50 

50 

40 

39 

87 

71 

53.6 

57 


(Contd.} 
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Country 

Real 

GDP 

Per 

Capita 

(PPPJ) 

19X7 

(1) 

Mater¬ 

nal 

Morta¬ 

lity 

Rate 

(Per 

100,000 

Live 

Births) 

1980-87 

(2) 

Infant Female 
Morta- Life Ex- 
lity pecuncy 
Rate at Birth 
(Per (3fears) 
1,000 1986 

Live 

Births) 

1988 

(3) (4) 

Average 
Female 
POM- 
Sec. 
Enrol¬ 
ment as 
K-r 

(. cut of 
P-S 
Lnrol- 
nieiii 
1985/87 

(5) 

Average Average 
Female Female 
Share of Parti- 
labour cipation 
Force in 

(I3er Parlia- 
Cent) mem. 
1980/90 Assem¬ 
bly as 
Per 
Cent 
of Ibtal 
1985/87 
(6) (7) 

IWA 

IWA 

Rank 

Dominican 

Republic 


36 

52 

.39 


92 

51 

54.0 

58 

Lebanon 


- 

35 

— 

40 

65 

76 

54.0 

59 

Paraguay 

41 

63 

37 

.36 

-- 

84 

68 

54.8 

60 

Kenya 

(tb 

49 

S7 

62 

64 

26 

67 

55.9 

61 

Lao POR 


__ 

85 

8.3 

46 

14 

— 

57.0 

62 

Mozambique 

.... 

- 

108 

92 

72 

3 

13 

57.6 

63 

Congo, Peoples 
Republic 

68 

80 

60 

59 

86 

27 

24 

57 7 

64 

Haiti 

67 

52 

88 

67 

57 

17 

- 

58.0 

65 

Cole d'Ivoire 

60 

- 

74 

74 


4.3 

41 

58.4 

66 

Oman 


~ 

36 

70 

.30 

101 

- 

59.3 

67 

Burundi 

86 

- 

86 

88 

68 

2 

26 

59.3 

68 

Senegal 

62 

72 

65 

93 

73 

.30 

21 

59.4 

69 

Algeria 

39 

47 

61 

50 

56 

99 

66 

59 7 

70 

Rwanda 

78 

51 

92 

89 

82 

8 

19 

59.9 

71 

Indonesia 

.S3 

65 

68 

64 

55 

55 


60.0 

72 

Papua New 
Guinea 

so 

79 

43 

76 

67 

.3.3 

78 

60.9 

73 

Liberia 

72 


69 

69 

60 

59 

38 

61.2 

74 

Madagascar 

76 

53 

91 

72 

42 

29 

70 

61.9 

75 

India 

63 

61 

75 

68 

65 

74 

31 

62 4 

76 

Benin 

7S 

— 

83 

80 

81 

1 

55 

62 4 

77 

Egypt, Arab 
Republic 

58 

60 

66 

51 

51 

% 

5/ 

62.7 

78 

Morocco 

SI 

57 

64 

57 

50 

86 

77 

6.3.1 

79 

Libya 

- 

.37 

6.3 

53 

66 

100 

— 

6.3.8 

80 

Iran, Islamic 
Republic 



47 

61 

62 

88 

69 

65 4 

81 

Togo 

73 

— 

73 

77 

84 

38 

48 

65.5 

82 

Uganda 

80 

58 

78 

94 

71 

20 

- 

66.8 

83 

Ghana 

81 

81 

71 

66 

79 

24 

— 

67.(1 

84 

Zaire 

88 

- 

67 

78 

— 

41 

61 

67.0 

85 

Zambia 

71 

48 

62 

79 

80 

66 

64 

67.1 

86 

Bolivia 

57 

67 

84 

71 

— 

72 

58 

68.2 

87 

Burkina Faso 

- 

76 

101 

90 

69 

10 

— 

69.2 

88 

Nigeria 

74 

75 

79 

81 

- 

40 


69.8 

89 

Pakistan 

.S5 

69 

82 

84 

83 

95 

30 

71.1 

90 

Central African 
Republic 

77 

71 

97 

82 

89 

II 


71.2 

9) 

Sudan 

69 

73 

81 

85 

38 

81 

74 

71.6 

92 

Nepal 

70 

77 

96 

99 

75 

51 

40 

72.6 

93 

Malawi 

8.3 


103 

98 

61 

18 


72.6 

94 

Niger 

85 

64 

100 

102 

78 

7 

— 

72.7 

95 

Somalia 


82 

99 

97 

74 

31 

56 

73.2 

96 

Bangladesh 

64 

70 

89 

87 

76 

102 

28 

73.7 

97 

Ethiopia 

84 


104 

95 

77 

28 

— 

77.6 

98 

Guinea 

— 

— 

102 

104 

88 

25 


79.8 

99 

Sierra Leone 

82 

66 

105 

105 

— 

52 

— 

82.0 

100 

Mauritania 

65 


93 

91 

— 

80 

— 

82.3 

101 

Bhutan 


8.3 

94 

103 

92 

51 

73 

83.2 

102 

Mali 

79 

- 

106 

% 

87 

90 

60 

86.3 

103 

Wmen PDR 

.... 


90 

86 


— 

— 

88.0 

104 

Chad 

— 

78 

98 

101 

91 

82 


90.0 

105 

Wmen Arab 
Republic 



87 

100 

90 

94 

81 

90.4 

!06 

Afghanistan 


74 

107 

— 

85 

98 

— 

91.0 

107 

Kampuchea 

— 

— 

95 

• — 

- 

— 

— 

95.0 

108 


Sourcer. UNDP, Human Development Report, 1990, fur columns I, 2 and 3, Uniicd Nalions, 
The Situation of Women, 1990, for columns 3.6 and 7, and World Bank. Development 
Report, ions, for column 4. 


with the smallest mean was'au^hed the 
highest rank of I. and so on down the line 
in a descending order. The top rank I 
means that for the purposes of this study, 
thai country is the most advanced; the 
others follow it in the given order. The 
relation between the number of the rank 
and the comparable level of development 
is inverse: the higher the tank number, the 
lower the level of advancement. 

I'his methodology has been widely used 
in research. But it has several limitations, 
two of which should be singled out here, 
i-irst, the question of weights assigned to 
each indicator. Under this method, each 
indicator has an equal weight for deriv¬ 
ing the composite iWA. Now, that ob¬ 
viously cannot be true in life, or in 
political or economic or .social reality. This 
may seem like adding elephants and 
chickens. It is not ea.sy to insist that mater¬ 
nal mortality rate has the same ex¬ 
planatory value as the rates of participa¬ 
tion in the labour force, or the number of 
parliamentary seats held by women. But 
at present, there is no way of surmoun¬ 
ting this limitation. It is best therefore to 
remember that this equality of weights 
distorts the final results of IWA. 

The .second limitation concerns the 
significance of independent and depen¬ 
dent variables. For instance^ real GDP per 
capita as an indicator of the resources 
available to a society for various uses, is 
also the determinator of how much would 
be s|)eni on nutrition, health and educa¬ 
tion. But in the methodology used here, 
all the seven indicators have equal in- 
tluence on the final ranking. Here again! 
our methodologies arc still far from fin¬ 
ding solutions to such problems in social 
science —which is perhaps the main rea.son 
why predictability is so poor in these 
disciplines, unlike scientific experiments 
in a laboratory. 


Ill 

Gender IHatance among Nations: 

Index of Women's Advancement 

The basic data for the 108 countries are 
summarised in Tables 2.3 and 4.. Data on 
the seven indicators arc presented in 
Table 2, where the countries arc arrang¬ 
ed in an alphabetical order to ensure con - 
venien* reference to the data (UN style). 
Ihble 3 shows the ranking of countries by 
each indicator and by a composite Index 
of Women’s Advancement (IWA), which 
is intended to serve as an approximate 
measure of the gender distance among 
countries. Table 4 carries forward the 
inter-country comparison by bringing 
together country ranking by four major 
indicators which have been recently 
evolved; Index of Women’s Advancement 
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(TwA), Hlimu IJeveiopineht inoex 
by UNDP), Under S Mortality Rate 
(USMR by UNICEF) and Purchasing 
Power Parity estimates of per capita 
income (PP^ by the United Nations). 
This paper has presented in this table a 
composite ranking of countries based on 
the four indicators described above. 

The general methodological limitations 
of the iWA have already been described 
earlier. A few specific inadequacies of the 
particular figures shown in Tables 3 and 
4 should be briefly referred to here. First, 
a warning against reading too much preci¬ 
sion into the IWA. Countries which ap¬ 
pear in top ranks need not feel too much 
flattered, nor those in the bottom groups 
feel very much let down. For all countries, 
there are yet miles to go to arrive at a 
reasonable degree of gender equality. This 
exercise is therefore less of an evaluation; 
the preliminary indicative lesults are in¬ 
tended to serve as a guide for learning 
from other countries. What is clear, 
however, is that gender equality within a 
country and among countries is attainable 
and not just a dream. 

The second inadequacy stems from the 
gaps in observations, it is only for one 
indicator—infant mortality rate (IMR)— 
that data are complete for all the coun¬ 
tries: this may be taken as a tribute to the 
salutary influence of UNICEF’s work on 
behalf of the world’s children. As far as 
the other indicators arc concerned, the 
country gaps range froin 2 for aveiage 
female share in the labour force and 3 for 
female life expectancy at birth to as high 
as 15 to 19 for real GDP per capita at 
PPPS, average female post-secondary 
enrolment and maternal mortality rate 
(per l,00,(XX) live births), and 26 for 
average female participation in parliamen¬ 
tary assemblies. The author would not 
have paid so much attention to these gaps 
but for the very significant influence of 
the missing data on the final ranking of 
a country. The omission of an indicator 
which shows a country in a favourable 
light tends to understate its achievement 
in the composite IWA. The converse 
would be the case if an unfavourable in¬ 
dicator is missing; the country's ftnal 
ranking will be overstated. The warning 
given in the preceding paragraph about 
treating the results as tentative is. 
therefore, very pertinent. 

The third limitation is less significant 
than the second one described above, but 
it should be mentioned particularly 
becau.se of what the IWA does not show. 
The IWA shows countries by ranks ex¬ 
pressed in a full numeral —e g, 1 and 2 or 
10 and II or 58 and 59. But it should not 
be taken as an adequate measure of the 
actual gender distance between countries. 
This may be illustrated by actual com¬ 


a composite IWA of 9J (see column 7, 
Table 3). But the tie was broken by their 
alphabeticar appearance, which places 
Canada above Sweden in its ranking, in 
a similar manner, the actual gender 
distance may be larger (e g, Finland 13 
and United States 15.7) than indicated by 
the countries placed in rank next to each 
other (Finland 6 and USA 7). 

Now, to turn to describing the findings 
of this study. The limitations of space do 
not permit a detailed analysis of all the 
important and relevant conclusions: this 
will have to be done in the future. In the 
meantime, attention will be focused here 
on only a few major conclusions. In 
reading these conclusions, it is essential 
to keep in mind an illusion which is com¬ 
mon to all ranking exercises:, the higher 
the number of the ranking, the lower is 
the actual position of women’s advance¬ 
ment in that country. 

(I) Even a quick glance at Thble 2 will 
show that the developed countries in 
general occupy the top ranks (I to 17) and 


There is an important exception: the IWA 
for Israel places it above Germany (former 
Federal Republic) and Spain. 

(2) Perhaps of the greater significance 
is the size of the gender distance between 
■he lower rankings for the developed 
countries, and the higher rankings for the 
countries of the south. Germany (former 
Federal Republic) and Spain, for instance; 
have an average IWA of about 25 (column 
8, Table 3). The comparable IWA for eight 
developing countries with data for all 
seven indicators is 31; these countries ate: 
.Singapore, Trinidad and Tobago, China. 
Panama, Costa Rica, Malaysia, Argentina 
and Uruguay. The point to note here is 
that the per capita GDP (PPPS) of the 
developed countries would be 4 to 7 limes 
higher than that of the developing coun¬ 
tries; but the gender distance, as measured 
by the IWA of these two groups is very 
much narrow—the difference being only 
about one-fourth. 

An important conclusion is that the 
gender distance, as measured by the IWA, 


1ABI.F 4; COMPARATIVF Kank: IWA, HDI. USMK, PPPS 


Country 

Index of 
Women’s 
Advancement 
(IWA) Rank 

Human 

Development 

Index 

(HDI) Rank 

Under 5 
Mortality 
Rate 
(U5MR) 
Rank 

Purchasing 

Power 

Parity 

(PPPS) 

Rank 

Composi 

Rank 

Norway 

1 

6 

11 

3 

3 

Denmark 

2 

8 

13 

5 

6 

Canada 

3 

5 

8 

2 

1 

Sweden 

4 

2 

2 

10 

2 

France 

5 

7 

7 

7 

5 

Finland 

6 

10 

3 

13 

8 

United States 

7 

16 

17 

1 

10 

Switzerland 

M 

3 

6 

4 

4 

United Kingdom 

9 

9 

9 

16 

12 

Italy 

It) 

12 

14 

18 

14 

Netherlands 

II 

4 

4 

15 

9 

Hong Kong 

12 

18 

5 

8 

II 

Belgium 

13 

13 

19 

■ 1 

IS 

Japan 

14 

1 

1 

12 

7 

Ireland 

IS 

15 

15 

21 

17 

Israel 

16 

17 

18 

19 

18 

German Federal Republic 17 

II 

12 

6 

13 

USSR 

IK 

20 

31 

— 

21 

Spain 

19 

14 

10 

20 

16 

Kuw&it 

20 

29 

21 

9 

20 

Singapore 

21 

25 

16 

14 

19 

Trinidad and Tobago 

22 

26 

20 

33 

24 

China 

23 

46 

34 

45 

35 

Chile 

24 

19 

25 

25 

22 

ftnama 

25 

27 

.30 

30 

28 

Costa Rica 

26 

21 

23 

32 

25 

Malaysia 

27 

32 

27 

31 

29 

Argentia 

28 

23 

33 

27 

26 

Uruguay 

29 

7.2 

24 

2.3 

23 

Vietnam 

30 

56 

47 

— 

44 

Jamaica 

31 

30 

22 

42 

.32 

Mexico 

32 

28 

36 

28 

30 

Nicaragua 

33 

42 

55 

44 

40 

Korea, Republic of 

34 

24 

28 

26 

27 

Philippines 

35 

47 

44 

49 

41 

Brazil 

36 

35 

49 

29 

36 

Colombia 

37 

31 

35 

34 

33 

Mauritius 

38 

34 

26 

40 

34 

Lesotho 

39 

59 

69 

54 

55 
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~ iiuMitf'bi ■ 

Women’s 

Country Advancement 

(IWA) Rank 

numan 

Development 

Index 

(HDD Rank 

unoer a 
MoitalUy 
Rate 
(USMR) 
Rank 

I'urcnasmg 

Power 

Parity 

(PPPS) 

Rank 

eomposiie* 

Rank 

Sri Lanka 

4U 

33 

32 

47 

37 

United Arab bmirates 

41 

37 

29 

17 

31 

Botswana 

42 

54 

50 

43 

50 

South Africa 

43 

44 

.54 

24 

38 

Iraq 

44 

38 

51 

— 

43 

Ihnzania 

45 

76 

83 

87 

75 

Dinisia 

4fi 

52 

43 

37 

45 

Gabon 

47 

64 

81 

46 

61 

Cameroon 

48 

70 

75 

56 

64 

Hondura.s 

49 

61 

61 

61 

59 

Syrian Arab Republic 

50 

.50 

41 

_ 

49 

Guatemala 

51 

57 

58 

48 

54 

Jordan 

52 

41 

38 

35 

.39 

Perq 

53 

40 

66 

36 

SI 

Saudi Arabia 

54 

48 

57 

22 

46 

El Salvador 

55 

53 

53 

52 

53 

Zimbabwe 

56 

60 

52 

59 

58 

Ecuador 

57 

39 

48 

38 

47 

Dominican Republic 

58 

49 

45 

_ 

52 

Lebanon 

59 

43 

.39 

_ 

48 

Puaguay 

60 

36 

40 

41 

42 

Kenya 

61 

69 

62 

66 

67 

Lao PDR 

62 

65 

77 

_. 

70 

Mozambique 

6.3 

96 

106 

_ 

92 

Congo People's Republic 

64 

77 

63 

68 

69 

Haiti 

65 

81 

70 

67 

72 

Cote d’Ivoire 

66 

78 

71 

60 

71 

Oman 

67 

63 

37 

_ 

.56 

Senegal 

68 

91 

87 

62 

78 

Burundi 

69 

98 

91 

86 

90 

Algeria 

70 

55 

60 

39 

57 

(n^nesia 

71 

58 

59 

53 

62 

Rwanda 

72 

88 

92 

78 

86 

nipua New tluinea 

73 

72 

46 

50 

63 

Liberia 

74 

84 

93 

72 

82 

Madagascar 

75 

73 

85 

76 

79 

India 

76 

74 

73 

63 

74 

Egypt. Arab Republic 

77 

66 

56 

58 

66 

Benin 

78 

99 

76 

75 

84 

Morocco 

79 

67 

64 

51 

68 

Libya 

80 

45 

65 

_ 

65 

Iran. Islamic Republic 

HI 

51 

42 


60 

Togo 

82 

83 

74 

73 

80 

Uganda 

8.3 

82 

80 

80 

83 

Zaire 

84 

89 

68 

88 

85 

Ghana 

8S 

80 

72 

HI 

XI 

Zambia 

86 

68 

67 

71 

76 

Bolivia 

87 

62 

79 

57 

73 

Burkina Faso 

88 

106 

too 

_ 

104 

Nigeria 

89 

86 

82 

74 

87 

Pakistan 

9(1 

75 

78 

55 

77 

Central African Kcpublic 

91 

93 

97 

77 

9.3 

Sudan 

92 

94 

84 

69 

89 

Nepal 

93 

92 

89 

70 

91 

Niger 

94 

108 

98 

85 

100 

Malawi 

95 

95 

102 

83 

99 

Somalia 

96 

102 

95 

_ 

10.3 

Bangladesh 

97 

87 

86 

64 

88 

Ethiopia 

98 

90 

99 

84 

97 

Guinea 

99 

103 

lot 

_ 

106 

Sierra leone 

KM) 

105 

103 

82 

102 

Mauritania 

101 

101 

94 

65 

95 

Bhutan 

102 

97 

90 

_ 

1(11 

Mali 

10.3 

107 

lt,4 

79 

105 

3bmen PDR 

104 

79 


_ 

96 

Chad 

to*: 

104 

96 


107 

Hkmen Arab Kepublu: 

106 

85 

88 


98 

Afghanistan 

107 

KM) 

105 

— 

108 

Kampuchea 

!08 

71 

— 

— 

94 


Note : * Ba!>cd on the tour indices in this tabic. 

Souim: IIND«» Human Development Hepori. two, for colii'niis 2 and ■<, UNIC'BF, The Stale 
of the World's C^hiiriren, IV9t, loi column ‘i. 


uiMMicci <■» tiiciikureu oy nttr pet' CipiU 
(PPPS). This conclusion is of conskiereble 
significance for research and ^licy pur¬ 
poses. It suggests that even countries with 
lower GDP have the possibility of attain¬ 
ing much higher levels of women’s ad¬ 
vancement. There is thus much greater 
.scope for positive policies, for greater 
affirmative action in favour of women 
which can further narrow more effectively 
the gender gap than the economic gap. A 
greater reliance on the invisible hand of 
the market rather than on affirmative ac¬ 
tion has thus more negative consequences 
for women. The author is in the process 
of exploring in detail the concise policy 
packages which could bring about more 
positive results in future. 

(3) Ihc differing ranks of countries 
within (he third world countries are also 
of iinporiaiice for both re.search and 
policy action. Within the developed coun¬ 
tries. for instance, countries such as 
Norway, Dcnniaik, Canada, Sweden, 
France and I-'inland arc better placed by 
IWA than the United States, Switzerland, 
Ihc United Kingdom, Italy, etc This is cer¬ 
tainly not because of the higher per capita 
GDP in the former. It is more likely to be 
(he result of the much greater importance 
given to policies in favour of the advance¬ 
ment of women in the former group than 
in the latter. In (he former, the market 
forces governing the generation and 
distribution of income are tempered by af¬ 
firmative a.'tion. It is, therefore, not an 
accident that the progress of the wcitarc 
slate IS more pronounced in the former 
group than in the latter. 

(4> An e.xaininatiun of the data for 
Ihc third world countries also appears 
to confirm the finding in the above 
paragraph—that the countries which rank 
lower even m per capita GDP (PPPS) can 
attain a higher standing in women's ad¬ 
vancement. This may be .seen Irom the 
comparative ranking in Tabic A. 

This conclusion underlines that poor 
countries with significantly low ocr capita 
tiDP (China, lan/ania) can achieve a 
much higher level of women’s advance¬ 
ment. I'his finding again leinfoices our 
finding on the points above. 

(5) An examination of several develop¬ 
ing countries with relatively high per 
capita CiDP shows that their IWA rank¬ 
ing is much lower, as shown in Table B. 

A ranking which is lower for IWA than 
lor iK'i capita CiDP would suggest that the 
degree of alfirmativc action favouring 
women and thereby overcoming the 
adverse inlluencc of a highly discri¬ 
minating social order is very small in these 
countries. 

(6) rile data In Table 3, showing rank¬ 
ing of countries by four different indices, 
need a more sophisticated statistical 
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Table A 




Rank by 

Country 

IWA 

Per Capita 
GDP (PPPS) 

China 

23 

45 

Costa Rica 

26 

32 

Jamaica 

31 

42 

Tanzania 

45 

87 

Kenya 

61 

66 


Tabi f B 


Country 

Rank by 
Per Capita 

GDP (PPPS) 

IWA 

Kuwait 

United Arab 

9 

20 

Emirates 

17 

41 

Saudi Arabia 

22 

54 

Indonesia 

53 

71 

Pakistan 

55 

90 

Egypt 

58 

77 

India 

63 

76 


analysis before drawing significant con¬ 
clusions. This will be undertaken in the 
future. At this stage, however, a broad 
preliminary conclusion may be slated. The 
relationships shown in this table too con¬ 
firm the broad conciusions outlined 
above. The IV/A ranking of several 
developed countries (Norway, Denmark, 
Canada. France. Finland, the United 
States) as well as many developing 
countries (Singapore, Trinidad. Cirna, 
Nicaragua, Tanzania, Tunisia, and several 
others) is much more favourable than 
what is shown in their ranking by HDI. 

The precise reasons governing this rela¬ 
tionship need to be etiamined further. But 
a tentative conclusion may be well that the 
use of a very small number of indicators— 
only three—by the UNDP study on 
human development may have led to a 
somewhat distorted comparative position 
of countries—at least in relation to 
women's advancement. This conclusion, 
however, needs to be tested by further 
research. )Vhat must be emphasised here 
is that human development is not women’s 
development. This is not intended to 
signify that women are not ‘human’ in the 
generic sense. The feminist theory of 
‘exclusion* is extremely relevant here; 
women are and have been, for example, 
excluded from human rights discussions. 

IV 

Cft-neral Conrluaions frtr Fiirtht-r 
Besearoh 

The international comparative analysis 
on the relative advancement of women 
suggests several conclusions for research 
and policy which arc'noted here. First, the 
prufile of women’s advancement in a 
country is not related'to the level of irer 
capita income in that country even when 


the GNP i$ adjusted to reflect real 
Purchasing Power Parity. In several low 
income countries classified as developed 
or developing, the progre.ss towards 
women's advancement has been notice¬ 
ably much greater than in many high in¬ 
come countries. Consequently, high 
income of a country is not a guarantee of 
high level of women's advancement. This 
finding is important; this means that the 
overall low income of a country is not an 
insurmountable barrier to women's 
advancement. 

Second, this asymmetrical relationship 
between levels of income and the advance¬ 
ment of women leads to the conclusion 
that the cau.ses of women's total depriva¬ 
tion or non-status have deep roots in non¬ 
income factors. More investigation and 
deeper analysis would be needed for ar¬ 
riving at satisfactory conclusions on this 
subject. Even at this preliminary stage of 
analysis, countries which rank high in 
IWA appear to be those where policies 
have bnn pursued for furthering social 
development in ;:cneral, and where 
women's advancement benefited from af¬ 
firmative action in favour of improving 
women's equality of access to economic 
and social life. 

Third, another broad conclusion that 
emerge.s from this study needs to be tested 
by further research. The transformation 
or change to a higher level of women's 
development docs not appear to require 
huge re-allocation of financial re.sources. 
What is needed is the redirection or re- 
channelling of a relatively small share of 
GNP towards specific programmes for 
women's advancement (e g, in health, 
education, employment, etc). These can 
produce spectacular results, as suggested 
here. 

The line of reasoning described above 
would require in future more detailed 
research in ordei to transform conclusions 
into policy packages for each country. 
Some of the future directions of such 
research would include: (1) Filling in 
existing gaps in data on indicators for 
scs'cral countries and then extending the 
coverage of countries, to obtain a mure 
composite global picture. 

(2) Initiating mure detailed country and 
sectoi studies to gain deeper insigb's into 
the causal relationships between specific 
ix>licies. programmes, resource allocation 
and their possible impact on accelerating 
women’s advancement. 

(3) Pinpointing more shaiply gender 
distance among nations by sector so that 
equality policies could be specifically 
designed to achieve beltct results. 

(4) Fstablishiiig cause and effect rela¬ 
tionships among the indicators thioiigh 
more sophisticated statistical techniques. 
It may also be necessary to use different 
baskets of indicators. 

(5) Much research has been carried out 


on the distribution of national output and 
wealth by origin, expenditures, decile, 
class, region and groups of nati 9 n states. 
But no such systematic research has been 
undertaken on the gender distribution of 
income and wealth—a direction which 
needs to be vigorously pursued. 

Ncslea 

(This paper was piesenied on November 14 , 
1990 as a keynote address delivered at Western 
Ontario Univeisiiy, Canada. The research and 
the data for this paper were finalised at the 
Institute for the Study of Wanen, Mount Saint 
Vincent Univeisiiy, Halifax, Nova Scotia. 

The author is grateful to women across the 
continents who brought this subject to her 
aiiention. She is also indebted to her partner, 
Surendra J l*aiel, who designed the statistical 
tables and helped with methodological choices. 
She would like to thank Sidonia Nakuma 
(Cihana) from Saint Mary’s University, Halifax, 
Nova Scotia, for her invaluable help with com¬ 
plicated statistical calculations used in this 
study.) 

1 19/19 World Survey on the Role of Women 
in Development, Centre for Social Develop¬ 
ment and Hiiinanilariaii Affairs, Vienna, 
United Nations, New York. 1989. This survey 
IS an update submitted to ihc UN (jeneral 
Assembly at its 44th session in 1989. The 
earlier survey was prescnied in I98S to the 
40tli session of (he UN General Assembly. 

2 U.niled Nations, General A.s.scmbly Kcsolu- 
liun No 40/204 of December 17, 1985. 

.3 Foi updated statistics on several aspects of 
women's lives, sec United Nations, The 
World's Women; 1970-1990, New York-, 
June 1991. 

4 Human De\-elopment Report, New Vbrk, 
1990. The repori was submitted to (he UN 
General Assembly on October S, 1990. Docu-' 
mem Number A/AC 232/1 14/REV I. It was 
prepared by a United Nations systemwide 
iniiialivc and was based on 30 years UNDP 
experience at country level. According to its 
Foreword, “It aims to analyse country 
experience to di.slil ptactical insights. Its 
purpose is neither to preach nor to recom¬ 
mend any particular insKlcI of development. 
Its purpose is lu make relevant experience 
available lo all p«>licy-maken?’ 

Challenge to the South, .South Commission, 
Oxford Uiiisersily Prc.ss. 199t). 

6 (ilohul Outlook 7000: ,4n ti-onomic. Social 
and environmental /y-rspeettve. United 
Nations. New York, 1990. 

7- Accoiding lo current estimates, the informal 
sccioi accuunis foi 10 lo 20 per cent of the 
gross naiioiial product (GNP) in (wo-lhirds 
ol developing couilliics. 

8 World Development Report. Washington. 
I98H. Table .U on ‘Women in Development', 
pi) 280-87. I Ins IS the la.sl table in its 9.S-pagc- 
loiig Annex, Some of us may wish lo make 
an is.siie of its being the Iasi table Bui. I 
bchrsc ihal in view of the imporlance of the 
ivcni, we should overlook ihc question of its 
(•lacing We uij> well lake it as the grande 
fit,ale, the crowning glory of all the Wo'ld 
Hank tables. 

9 Ihc qiieslion is: ‘more’, ‘how much iiiuie’, 
.iiid the eicmeiils ihai vomhine logcihei to 
make a coimirs 'more aJsanccd' ihaii others. 
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DISCUSSION 


Secular Forces and Ram Janmabhoonii 

Movement 

J V IVshpandi* 


BY and large, there is a relueiunce among 
leftists to accept the extent of support for 
the Ram Janmabhoomi agitation. But it 
is necessary to realise that the agitation 
for a Rama temple at the disputed spot 
in Ayodhya has struck a responsive chord 
in the minds of a large majority of Hindus. 
The success of the BJP in the last two 
general elections, if nothing else, is enough 
to bring this out. In the last few years, 
both the agitation for the temple and the 
BJP have gone from strength to strength; 
so much so that in 1989 the prime minister 
of the day found it necessary to permit 
the laying of the foundation stone fot a 
Rama temple, disturbingly close to 
disputed spot. 

In the theories of social evolution now 
in vogue, there is no room for a people's 
movement for a religious or for an ethnic 
cause, like building a sliritie for a probably 
mythical king. Thus it is no surprise that 
most of the intelligentsia and media- 
persons are dismissive ol it. With such a 
mind-set, there is u general reluctance to 
admit that the agitation is anything but 
a passing aberration or that it has wide¬ 
spread support. To persotis raised in the 
firm belief that economic forces are alt, 
the Ram Janmabhoomi agitation is 
patently a synthetic, manufactured one, 
creating strife where none existed before. 

In fact, many such agitations have been 
sutprisingly durable. The Self-Respect 
Movement in the south is one such case. 
A glaring example of an enduring agita¬ 
tion for an obscurantist cause is the 
Muslim opposition to any reforms in 
Muslim civil law. Even the Shiv Sena in 
Maharashtra is now more than a quarter 
of a century old. Telugu Desam is also 
flourishing. At present, the Ram Janma¬ 
bhoomi agitation shows no signs of peter¬ 
ing out. Quite the contrary. 

The agitation has the support of two 
distinct groups, overlapping pet haps but 
distinct nevertheless, l-irsi, for a large 
number of Hindus, there is no doubt 
about the historicity of Kama, indeed of 
the entire Ikshwaku dynasty, about 
Ayodhya being the town of birth of Rama 
and the spot under dispute being his birth¬ 
place. No learned conclusions of archaeo¬ 
logists or of judges is going to change 
these believers. It is well known that 
Hinduism means many things to many 


people, which is probably just as well. 
Many consider this as one of its more 
civilised aspects. But then, while trying to 
understand any social problem with reli¬ 
gious overtones, it is necessary to .sec how 
the actual practitioners of a faith see it. 
For majority of the actual practising 
Hindus, the religion is denned by para¬ 
meters which include, as real entities, 
Rama and Krishna or Shiva and what the 
modern educated man would call the 
elephant-hea< cd god oi the monkey god 
and many such others. 

One may .11 denl..,re that (after 45 
years of independr.icc, etc) a large number 
of Indians can be such ignorant, blind 
believers in myths. One may even work 
actively to enlighten them. But that is 
another issue. The hard fact is that there 
is a large body of people in the country 
with implicit faith in Ram Janmabhoomi 
at Ayodhya. A good part of the support 
of the VHP et al undoubtedly comes from 
them, particularly in the north. It is not 
as if the VHP or the BJP concocted an 
issue. The issue was already there. (There 
were no VHP or BJP in 1949 when the 
idols were installed there.) The BJP/VHP 
only consolidated it, quite likely with cun¬ 
ning calculation to fashion out a new vote- 
bank. But then many do plan an electoral 
strategy with a game plan for a vote-bank. 
Using Muslims or the OBCs as a vote- 
bank is neither better nor worse than 
using Hindus for the same purpose. 

The other group of supporters of the 
Ram Janmabhoomi movement comes 
from quite a different segment of the 
society. Its consolidation is of recent vin¬ 
tage, not more than four or five years old 
and, ironically, it is fashioned as much by 
the opponents of the BJP-VHP elements 
as by the Hindu protagonists. The re'sr- 
ence is to the class of Hindu voters which 
is now thoroughly disenchanted with 
secularism as it is practised by the ruling 
classes today and has grown hostile to it. 
It has come into being out of a sense of 
injury, even of betrayal, nurtured by an 
increasingly large segment of Hindus 
towards what may be loosely described as 
the secular forces in general and the 
Congress party in particular. 

There is no doubt that in 1947, the ma¬ 
jority of Hindus was opposed to the par¬ 
titioning of India. The Congress leaders 


of the time (with the honourable excep¬ 
tion of Ciandhiji), who had formed the in¬ 
terim government in 1946, accepted par¬ 
tition out of a scn.se of helplessness, even 
out ol fear of anarchy instilled in their 
minds by the British rulers. The sense of 
betrayal that a section of Hindus then fell 
towards the Congress and the secular 
forces was reinforced with the passage of 
time with further examples such as inter¬ 
fering with only Hindu traditions by enac¬ 
ting the Hindu marriage and succession 
acts or even the trivial ones such as allow¬ 
ing loudspeakers on mosques or permit¬ 
ting the blocking of traffic on roads for 
namaar gatherings. 

It can be argued that in a democratic 
set-up, a majority community cannot feel 
threatened by the actions of a government 
as a minority community would. Maybe 
not. But a majority community can nur¬ 
ture a sense of injury or betrayal. Such a 
feeling gels further entrenched when the 
rulers arc perceived as having come to 
power by blatant use of block voles. 

Precisely this has happened to a section 
of Hindus. I'he pace of alienation of 
Hindus from the Congress or the secu¬ 
larists in general was slow at first but 
gathered momentum in the 20 years of 
Indira-Rajiv-Janata rule This was because 
of what was seen by a section of Hindus 
as deliberate use of the Muslims as a vote- 
bank by the contending political parties. 

A fact of political life in India is that 
a large segment of the voters do not vote 
for a parly or a programme but for the 
caste or the religious affiliation of the 
candidates Along with other groups 
(Yadavas, Jais, Lingayats, for example), 
Muslim block-voting has been apparently 
solid. 

Th: revulsion that people have come to 
feel towards MI.As and MPs so elected is 
in part also divciied to the patties which 
cynically and cleverly manipulate the elec¬ 
toral system to ensure their successes. Not 
only the Congress party and the parties 
of the right but also the leftist parties have 
had to face the hostility of the public on 
this account. It is a source of wonder that 
many vociferous secularists sec nothing 
wrong in appealing to voters on the basis 
of caste, yet are shocked by an appeal to 
religion. 

The scn.se of injury nursed by a good 
many people towards the ruling establish¬ 
ment was dormant till the early 70s and 
may have remained so, confined only to 
sections of educated, well-off classes if (i) 
the abuses of the election proccs-ses had 
not grown so rampant and (ii) the political 
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and economic life in the country had not 
altered so drastically. The common man 
today not only experiences at first hand 
the effects of the general economic stagna¬ 
tion. inflation and joblessness but also has 
no hopes of any improvement in his con¬ 
ditions in the near future. (One should 
ponder for a moment how lakhs of people 
could find time in December to leave their 
daily grind and camp in Ayodhya for 
weeks.) At the same time, he does observe 
the obvious prosperity and mindless con¬ 
sumerism of the ruling classes. He has no 
stake in the social order of the day. in fact 
he sees himself as its victim. For a man 
without any hope of betterment, any 
grievance, real or imaginary, gets magni¬ 
fied. 

This is not the only reason for suspec¬ 
ting the bona Tides of self-proclaimed 
secular political forces in the country. The 
aftermath of the Ayodhya events has 
vividly brought out the ugly face of these 
forces. How can a common man ociiv.c 
in the secular credentials of someone who 
is well known to be chief protector of a 
mafia boss in the coal-belt of Bihar or 
some one believed to be the main pro¬ 
moter of the careers of the likes of Kalanis 
and Thakurs in Bombay. Can a leader 
who allegedly makes crores out of mani¬ 
pulating a lottery business be taken 
seriously as a secular political leader? Or 
a government and a party who show no 
urgency at all to punish’ the evil geniuses 
behind the Sikh massacres or the Bofors 
bribes or the stock market scam? These 
things aie not really unrelated because 
when a person or a party is seen as 
dishonest in one vital respect, what are the 
chances that their secularism is a genuine 
article? 

With economy stagnant and the cor¬ 
ruption rampant, a weak government and 
dishonest leadership of most parties, the 
conditions would very much seem to be 
ripe for the rise of fascism. Persons con¬ 
versant with the European history of this 
century do find parallels between the 
Indian conditions of today and the con¬ 
ditions in Italy and Germany in the lOs. 
Actually, if one wishes to look for a 
foreign parallel, a more apt and recent one 
would be that of Iran under the Shah: A 
classic ca.se of a ruling class which had set 
out to modernise a country by coercion 
and brutality while keeping in tact its own 
corrupt and opulent way of life. The rul¬ 
ing class in Iran had lost all contact with 
the masses in the process. The rulers in 
today’s India are not much different. 

There is another example of how the 
labels can oe misleading. Just as someone 
calling himself secular may not really be 
so, similarly someone nomiruilly com¬ 


munal may also not really be so. The 
Akali party is always taken to be a com¬ 
munal party, it svas so even in the past. 
Yet, in 1977, when Akali party was in the 
government in Punjab, no community or 
group felt insecure or threatened. In fact, 
the Jan Sangh, another party considered 
communal, could work quite cordially 
with the Akali party. The Muslim League 
in Kerala also seems to have been assimi¬ 
lated in the political mainstream of the 
country, though formally still a communal 
party. 

No other action of the political esta¬ 
blishment in the country brought out its 
hypocrisy and cynicism as clearly as its 
turnabout in the Shah Bano case. The ab¬ 
ject alacrity with which it ditched the 
Muslim mas.ses and made peace with the 
baser elements in the Muslim community 
was undoubtedly the occasion when its 
secular posturing was finally exposed. 

One reason which Nehru had advanced 
for not including Muslims in the new civil 
marriages act was that there were very few 
Muslims in the Lok Sabha then. He 
argued that it will be unfair to the 
Muslims to pass a law for them in such 
a situation. Apart from the fact that this 
does not exhibit a truly secular mind, one 
should note that the Lok Sabha under 
Rkjiv. when it reversed the Supreme Court 
judgment in the Shah Bano case, had 
hardly 20 Muslim MPs. It was a massive 
Hindu majority which accepted without 
question the Muslim clerical interpreta¬ 
tion of what is good for the Muslim 
women and not only the Janata Dal but 
even the leftists went along with the tradi¬ 
tion that the country's sovereign Lok 
.Sabha can pass acts about Muslims only 
if they arc accepted by the Kazis and 
Mullahs. 

The tragic iiony is that the Muslims are 
getting the worst from every side. Barring 
tribals, Muslims ate undoubtedly the 
poorest and the most backward of the 
communities in the country, with very few 
educational opportunities, government 
jobs, or openings in the armed forces 
coming their way. Many lead a very in¬ 
secure life, in rural UP for example (and 
even in Bombay, as the aftermath of the 
Ayodhya fall-out has shown). After so 
many years, their economic lot remains 
the same or like that of many other down¬ 
trodden communities keeps getting worse 
if reservations in educational institutes 
and government jobs can be justified on 
the basis of the backwardness of a com¬ 
munity, Muslims have an unimpeachable 
case for a reserved quota. Yet even the 
most strident apostles of the reservations 
policy, from V P Singh downwards, keep 


conveniently quiet when it comes td reser¬ 
vations to Muslims. 

On the other hand, the supposed leaders 
of the Muslim community, whether a 
tradition-bound mullah or an ex-civilian, 
could not care less about these real pro¬ 
blems of the Muslim masses. What they 
clamour for is the repeal of the Shah Bano 
judgment, banning of this book or that, 
dismissal of this professor or that. And 
a section of the leftist, secular, progressive 
forces, instead of ticking them off plainly 
and advising them to stop flogging non¬ 
issues such as these, happily join hands 
with the cynical manipulations of the rul¬ 
ing party to put the clock back for the 
Muslims by a generation or two. 

Today Muslim masses have no voice to 
air their grievances and the liberal, 
democratic forces in the country who 
should be concerned about it are deli¬ 
berately looking away. Many such incon¬ 
sistencies in the positions of the secular 
forces, of the ruling classes arise from one 
basic flaw. While they accept a role in 
Indian polity for Muslim religion, they 
cannot stomach a similar role for the 
Hindu religion or until recently, the Sikh 
religion either. The consequences of this 
inherent contradiaion were not very grave 
a generation back. But political life today 
is harsher. It is to be expected that the in¬ 
herent contradictions in the system will get 
accentuated. 

A disturbing offshoot of this is already 
evident. The heads and chiefs of a few 
mutts and sects among the Hindus, a few 
Acharyas have been increasingly vocal, 
claiming to speak for the entire Hindu 
community or to interpret the religion for 
them. Preposterous as these vlaims arc. 
after countenancing similar claims from 
a few Imams and Kazis vis-a-vis the 
Muslims, the goverrunent finds that it can¬ 
not dismiss them offhand. If accepting the 
legitimacy of Imams and Kazis in the af¬ 
fairs of the state was a folly, similar course 
with respect to Mahants and Sadhus will 
be nothing short of disastrous. But to pre¬ 
vent such a drift towards disaster, the 
secular forces have to resolve the bane 
contradiction in their position mention¬ 
ed above. 

The inevitable conclusion after looking 
back at the recent communal history— 
be it the election of Indira Congress in 
Jammu in the 80s or the Rath-Yhtia of the 
BJP or the shila-nyas at Ayodhya—is that 
there is a wide gap in the concept of 
secularism as it is preached and practised 
by the mainstream political parties today 
and as it is perceived by the public If the 
present political turmoils lead to any 
serious debate on this issue, that will be 
some gain at least. 
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LETTERS TO EDITOR 


Cardboard Men and 
Superior Powers 

WHtN the much anticipated reshuffle of 
the cabinet did lake place, it turned out to 
be a mere resliuftlinit of marked cards, that 
cannot do much in lifting the administra¬ 
tion from the tut into which it has got stuck. 
But a wily prime minister in his single- 
minded devotion to the goal of sticking to 
his chair at any cost, sought to clip the wings 
of one rival and play off other contenders 
against one another. Significantly, he still 
continues to retain as many as 14 portfolios, 
unwilling to part with major departments 
like industry, atomic energy, chemicals and 
fertilisers, lass and ju.stice among others, and 
place them under the independent charge of 
other ministers. 

The entire exercise seems to be anothei 
palace intrigue with the dropping and 
transfer of certain members of the council 
of minisier who were suspected of aligning 
with one or the other rival of the prime 
minister. The dropping of M L Fbtedar and 
Dalbir Singh is being interpreted as an 
indirect snubbing of .^rjun Singh, who is 
now evidently viesved as the main rival. The 
defence minister, Sharad Pawar, the other 
rival who ol late had been snuggling up to 
(he prime minister, has been rewarded with 
the induction of N P K Salve (as minister 
for power) unci Mukul Wasnik and Abrar 
Ahmed (as r.riiusicrs of stale)—all the three 
being rcgaided as Pawar's allies. The prime 
minisier howcs'cr has seen to it that these 
newly inducted rnini.siers are lightweight 
enough, so ihui if there is any real challenge 
from Pawar at any time, they can be wean¬ 
ed away from him. It is significant (hat sup¬ 
posed heavyweights from Maharashtra like 
Antulay have been sidelined. 

While inducting new ministers who arc 
virtually tion-cntities. Narasimha Rao has 
refrained Ironi touching the bigwigs like 
Arjun Singh. <t Shankaranand, S B Chavan, 
C K Jafler 'i;i.: ict and Balrain Jhakar. The 
names ol Mie 'i,aianand and Balram Jhakar 
have been linked with the stock market scam, 
while Jatfci Slianef is under a cloud for his 
doings as railwas minister. S B Chavan’s 
miserable petl'.irniance all through the 
Ayodhya divt.u^.-'.nies has apparently left the 
prime nii'ie.i unperturbed. He chose a 
scaiiegoat in M M Jacob, the mini.ster of 
slate for home, who has been dropped. 

By retaining ihcse bigwigs in the council 
ol ministers, Narasimha Rao is preventing 
them Irnm mounting an o|ren challenge to 
him. which oiherwisc they would have done 
once out ot power in their respective states 
where lhe> wield considerable influence. 
Oisgrunlled leaders like Arjun Singh will 
coniiiiuc to use iheii ousted allies to make 
noises—as loiedat has done by firing the 


first salvo against (he prime minister soon 
after being dropped. But such noises arc not 
likely lo raise any storm immediately. 

The other interesting dimension of the 
reshuffle is provided by the induction 
of Satish Sharma—a nominee of 10 
Janpaih—who has been given independent 
charge of the crucial ministry of petroleum. 
Narasimha Rao was reported to have paid 
a visit to Sonik Gandhi before making (he 
changes in his council of ministers. It seems 
that along with Tirupati, 10 Janpaih is 
becoming another important pilgrimage 
centre for every Congress leader who needs 
blessings from a superior power in order to 
remain in power. Are the strings still being 
pulled by the members of the Nehru-Gandhi 
family? 


Dark Days 

YOU have rightly in your editorial con¬ 
demned the arson and mayhem that is ravag¬ 
ing the country unequivocally. The actions 
of some misguided individuals, in destroy¬ 
ing a place of worship, has taken this coun¬ 
try into the darkest phase since partition. 

The country suffered grievous damage 
during partition wherein millions of people 
were displaced. During the last 45 years, to 
a degree, the wounds were gradually getting 
healing. T he current conflagration has once 
again revived those memories. This is un¬ 
fortunate and requires statesmanship of the 
highest order among all Indians to ensure 
that the situation is contained. 

It is vital from India's economic point of 
view to minimise the impact of the current 
situation. For the first time, the international 
community was looking at India as a possi¬ 


ble investment avenue. If we fight over 
religious issues, no foreign government or 
corporation would be interested in starting 
a business in this country. Our economic 
reforms could take a sharp set-back if we 
allow religious bigotry to take precedence 
over rational thought. South-east Asian 
countries like Indonesia, Singapore, Korea 
are making rapid strides towards economic 
development and incteasing their GDP. 
Unfortunately, wc are yet befuddled over 
communal and religious differences. 

Once the situation is stable, we can review 
and take action against those, who lead such 
fanatical movements and those who actually 
broke the masjid in Ayodhya. The primary 
blame for (he current situation rests with 
Advani, Singhal and their party members. 
For the last few years, they have been inciting 
the Hindus in India towards building a tem¬ 
ple where an existing mosque stands, despite 
advice to the contrary even from (he 
Supreme Court. In an issue of Newsirack 
Singhal asserts that even the rulings of the 
Supreme Court and (he president of India 
do not matter as far as their decision to build 
a temple is concerned. How can any citizen 
who lives in a democratic country make such 
a statement? The BJP will pay its price in 
the next elections. For the last few years the 
BJP seemed lo be emerging as some sort of 
a disciplined option to the Congress. On 
December 6, the party lost its credibility. A 
leader like Advani who could not control his 
own kar sevaks at Ayodhya, will have very 
little credibility to run a country. When will 
we wake up to an era where our priorities 
become economic well-being and higher 
living standards, rather thar religious 
fanaticism? 
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The Moneylenders’ Terms 


W HETHER Che finance minister’s budget spe^'h as such 
has to be cleared with the Fund-Bank minions based 
in New Delhi is by now a matter of relative unimportance. 
The specifics of the budget proposals have in any case to 
be cleared with them. After all, this is one of the mute con¬ 
ditions attached to the Structural Adjustment Programme. 
On one or two minor issues, with respect to which the Fund 
or the Bank or both mighi be particularly in.sisteni and the 
government of India might, for reasons of domestic politics, 
feel particularly squeamish, intervention at higher levels 
would be called for. The budget-eve visit of a principal func¬ 
tionary of the World Bank need not therefore mystify any 
quarters. Presumably f'und-Bank officialdom want full con¬ 
vertibility of the rupee to be announced along with the 
presentation of the budget. Or they want a cut in public spen¬ 
ding beyond what the ministry of finance has provided for 
in the preliminary schemata of the budget it has drawn up. 
In the country’s present circumstancc.s, the assumption has 
to be that, what the foreign financial institutions want from 
the government they will get from it. Should they be 
sufficiently propitiat^, they might even throw in one or two 
billion dollars of extra loans for the year. The national media 
would really go to town with the news of this further 
act of benevolence on the part of international financial 
agencies. 

The great vandalism at Ayodhya, and the horrid events 
that followed it, have pushed the Indian authorities into a 
difficult corner. The economic disruption resulting from the 
widespread civil disturbances in December and January have, 
according to trade and industry circles themselves, meant a 
loss of exports of the order of at least Rs 1,000 crorc. Invisi¬ 
ble earnings from tourism are down by an even higher figure. 
The worst damage is to investor confidence. Apart from mad 
dogs and cricket-smart Englishmen, few would apparently 
be inclined to dare to be out, for some considerable while, 
in the post-Ayodhya afternoon Indian sun. 

The Fund and the Bank arc therefore in a position to drive 
a hard bargain. February 28 would reveal in full the extent 
of surrender on the part of the government of India. Mean¬ 
while, we have been served with some sneak previews. 
McDonald is coming; the chain of hamburger shops will 
henceforth adorn the streets, lanes and by-lanes of Indian 
towjns and cities. And if McDonald comes, can Kentucky 
Fried Chicken be far behind? The consequences this will have 
for the country’s informal economic sector, for instance, for 
the thousands of roadside eateries and low-priced food stalls, 
can at this stage only be speculated upon. Perhaps, the 
developments would be regarded as another aspect of the 
successful implementation of the exit policy. 

It however never rains but pours. The news about the im¬ 
pending arrival of McDonald has been accompanied by the 
announcement to slash drastically import duties on as many 
as 3S consumer electronic items and to permit the imoorl 
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oT silver, 100 kg at a time, for each incoming visitor to (he 
country. Such are the accoutrements of a fully liberalised 
arcadia. Foreign firms must have increasingly freer access 
to the Indian market, and the affluent in the country must 
be allowed to enjoy the high life. There are of course certain 
underlying hypotheses. High living would stimulate the rich 
and prod them to participate actively in the process of pro¬ 
duction, which would lead to an increase in investment on 
their part. The influx of luxury goods from the western coun¬ 
tries would also make it possible for native managers and 
workers to familiarise themselves with the nature of dexterity 
and technical excellence embedded in imported merchandise; 
such knowledge would help them to raise their own level of 
competence, thereby enabling them to compete successfully 
in the international market. 

But investment presupposes savings in the system, a pro¬ 
position even supply-side economists cannot quite argue 
against. At the same time, in the present ambience in the 
country, savings is a dirty vyord. The entry of McDonald, 
(he decision to have liberal imports of silver following u 
similar decision some months ago with respect to the im¬ 
port of gold, and the green signal for extravagantly gushing 
import of luxury consumer goods, constitute a full-throated 
invocation to consume to those citizens who can afford to 
do so. And even to those who cannot afford to do so. l or 
there is a concomitant demonstration effect: those who do 
nut have the wherewithal to consume conspicuously would 
do their utmost to arrange for such wherewithal. The nation’s 
savings would therefore come under extremely severe 
pressure. A poor, struggling nation, reduced to the state we 
are currently in, should, according to the tenets of both 
classical economics and common sense, live frugally and save 
as much as it can. This doctrine evidently needs to be up¬ 
dated. The substitute formula runs as follows: in case you 
can borrow and drink champagne, you must not bother not 
to borrow and hot to drink champagne. The parties from 
overseas who offer the borrowed funds are no fools. The 
Fund-Bank emissaries they despatch sec to it that the bulk 
of the borrowed funds get spent on foreign goodie.s. food 
and drinks not excluding. This contributes to raising the level 
of demand in their own countries and thereby shoring up 
income and employment. Besides, the borrowing country 
would, they know, sink deeper into a debt trap from which 
it would never be able to extricate itself. That piece of real 
estate could therefore, legally and legitimately, come to 
belong to the foreigners offering accommodation. This is 
what taking the long view is about. The mandarins in New 
Delhi are not interested in such crooked visions. Their cur¬ 
rent catechism is full convertibility or bust. Which is the same 
thing as full convertibility and bust. With full convertibility, 
(he need for external finance to meet the cost of imports 
would soar further, and (he moneylenders would then set 
their further terms. 
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tHEBOONOMY 

Libenlisation Tlieology 

THE governmeni’s pre-budget Economic 
Survey, while expectedly presenting a 
buoyant view of the economy, tries to disarm 
critics with the admission that the year has 
not been without setbacks. However, the 
only setbacks it can bring itself to mention 
are the banking-cum-siock market scam and 
the communal riots of December and 
January. “Without these setbacks there 
would have been faster recovery in both out¬ 
put and employment in 1992-93”, claim the 
autbois of the Survey, hoping to draw a veil 
over shortonofiings in economic performance 
which are directly attributable to the new 
policy reglacL 

The Survey, of course, claims a distinct 
improvement in the economic situation in 
l9n-93 over the previous year. Growth of 
GDP in the year it expected to exceed 4 per 
cent, with agricultural output showing a rise 
of about S per cent. Though the industrial 
sector continued to be plagued by reces¬ 
sionary GonditkMU, there were signs of a 
piefc-up and industrial growth in the year was 
opected 10 touch 4 per cent compared to 
a fractionai dedine in 1991-92. There were 
also signs of a revival of investment activi¬ 
ty with term-loan sanctions of the all-India 
(InaHcial institutions rising by 70 per cent 
during Aprii-December 1992 and disburse- 
aMsHs by 47 per cent. The service sector, 
which hu over the years come to account 
for an impressive proportion of GDP, con- 
thsuad to grow apace. In 1991-92, when both 
agriculture and industry registered a fall in 
output, the 1.2 per cent rise in GDP was en¬ 
tirely the outcome of the growth of the ser¬ 
vice sector. The growth in measurable ser¬ 
vices such as road and rail transport, 
tdephone connections, cargo handled and 
number of air passengers has continued in 
1992-93. 

The year saw a revival of imports to more 
normal levsk, with the total value of imports 
in dtdlan rising by 16.3 per cent during 
Aprii-December 1992, albeit over the 
depressed level of 1991-92. in 1992-93 as a 
whole imports are expected to be around 
S 23 billion, that is. stiU somewhat bdow the 
levd of 19^91. Export growth in Aprii- 
December 1992 in dollar terms was 3.4 per 
cent, compaied with a dedine of 1.3 per cent 
in 1991-92. Excluding exportt to Russia and 
other partt of the former Soviet Union, 
which came down by as much as 60 per cent, 
atpoitt to the general currency area in Aprii- 
December 1992 grew by 11.4 per cent; the rise 
could have been higher but for a 12.3 per 
cent fall in December as a result of the com¬ 
munal disturbances. But even with a return 
to 13-16 per cent growth in the subsequent 
months, total exports in 1992-93 may not ex¬ 
reed S 19 billion. The economy would thus 
fare a trade deficit of about $ 6 billion and 
a current account deficit of S 7 billion or 
2.6 per cent of GDP. 

The annual rale of inflation, as measured 
by the wholesale price index, came down 


from 13,6 per cent at the end of I99I-92 to 
6.9 per cent as on January 30 this year. The 
Economic Survey claims that more 
sophisticated methods of working out the 
annualised inflation rate give an underlying 
inflation trend of around 3 per cent after the 
direct effects of increases in administered 
prices spend themselves; net of such direct 
effects also the annualised inflation rale 
works out to 3 per cent. 

Against this background, the Survey 
claims that the phase of crisis management 
is over, though reduction of the current ac¬ 
count deficit from 2.8 per cent to below 1 
per cent by 1993-96 would call for a further 
cut in the fiscal deficit. Reduction of the 
fiscal deficit is necessary also for reducing 
the pressure of government borrowing on the 
financial system without which interest rates 
cannot be brought down. But with the 
degree of stabilisation already achieved, the 
Economic Survey expects the focus of 
economic policy to turn to reform of taxa¬ 
tion and restructuring of public expenditure 
with a decisive shift in favour of human 
resource development, banking and other 
financial sector reforms, parallel refimn of 
the capital market, a move towards full con¬ 
vertibility on current account, including 
unification of the ochange rate over the next 
two to three yeais, removal of all quantitative 
restrictions on imports and exports, pro¬ 
gressive reduction of customs tariffs, further 
relaxation of industrial controls and exten¬ 
sion of the the logic of liberalisation to 
agriculture 

Given the government’s explicit ideo¬ 
logical stance, the marked selectivity in the 
Economic Survey'^ presentation of facts and 
interpretations is understandable Take the 
case of industrial recession. In explaining it, 
developments such as the high cost of im¬ 
ported inputs and credit restrictions are 
highlighted, but the most crucial con¬ 
tributory factor, namely, the compression of 
government and public sector demand as a 
result of the cut-back in government outlays 
and investment is not mentioned even in 
passing. Likewise, inflation control has been 
made possible mainly because of the sub¬ 
stantial improvement in agricultural sup¬ 
plies. Of course, the government has effected 
a sharp compression of aggregate demand, 
the social costs of which have been by no 
means small. That the Survey would rather 
not be reminded of these costs is evident 
from its treatment of employment trends in 
the economy. While employment exchange 
data have their shortcomings, the number 
of vacancies notified and placements ef¬ 
fected should provide an indication of 
employment trends in the organised sector. 
The Survey is silent on the subject, probably 
because there occurred a sharp reduaion in 
both vacancim notified and placements ef¬ 
fected in 1992. The same evasive attitude is 
seen also in the treatment of the special 
employment programmes which have faced, 
following the pruning of public apenditure; 
significant cuts in financial allocations and 
physical facets. The taqget of the number 


of foiBl H ra (• bt aiiiiMil umEm Efo mOE 
wai reducad by l&S gw «Mi fkoa 13S 
miilioB la 1991-92 to 1 Jl adiUaa IlMBiai 
in 1992-93. Similar cuu were impoaed oa 
other empfoymeni praamBuacs aa mA 
Moat unfortunat^lheSurMorahawaao 
awareness of the daagais of ecoaoaaic 
liberalisation suatalaed by oontinaiag Imbs 
external borrowing. The country’^ amernai 
debt has steadily moved up frain S 63A 
billion in March 1991 to $ StM biUioB at 
the end of March 1992 and further to S 71.11 
billirm in September 1992. These figuies do 
not include the S ri8 billioa of defnioedcbt 
owed to western countries ud the. S 10 
billion owed to the former Soviet Uatoa. If 
these debts are included, as they must be; 
the country’s total external debt has craaaed 
the level of>$ 83 billion which works out to 
over 36 per cent of GDP. If. contrary to 
liberalisation theology, the fiscal compres¬ 
sion fails to correct the balance of payments 
disequilibrium, as it has failed to do ao far. 
the country is sure to sink deeper into an 
external debt crisis over the medium term. 
Is the phase of crisis management really 
over, tim? 


COMBATING BJP 

Appearance and Essence 

A correspondent writes: 

OF the many dilemmas and difflcuh choiocs 
before the Indian Left and democrats today 
none perhaps is more problematic than the 
question of preventive-punitive measures 
against the so-called Sangh parivar, more 
particularly that of the ban on its multiple 
organisations and on their proposed match 
on the national capital. Many liberal and 
Left organisations and personalities have 
made critical comments on the steps on the 
ground of violation of human rights. So 
much so. that when the Narasimha Rao 
government included all mass mobilisations 
in the capital within the purview of the 
three-month ban, so as to appear even- 
handed in the administration of law and 
order, obviously as a sop to the Sangh 
group. Left criticism of this equation was 
very muffled. Obviously, many votaries of 
human rights are unable to distinguish bet¬ 
ween the appearance and the essence. 

It is nobody’s secret that the central aim 
of the Sangh parivar is to change the mores 
of the Indian polity for denying basic 
democratic rights to a large segment of the 
citizenry; its game plan includes modes of 
action which in effect threaten the life and 
security of the entire population, its fascistk 
aspirations and operations do certainly con¬ 
strict the most basic democratic ri^t to 
information and of expression. If the Sangh 
parivar succeeds in its game, then the human 
rights of most, if not all, Indian citizens wiU 
be grossly threatened and nullified. Hence, 
the grant of human rights to the Sangh 
parivar for its current programme is tanta¬ 
mount to abetting its conspiracy to deny the 
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HW* to the VMt iMjorily of the Mckty. in 
other words, the appearuoe in this case is 
■ negeiion of its essence. 

In including ail mass mobilisations in the 
capiul within the purview of the three- 
month ban, Narasimha Rao has made the 
confusion worse confounded. But it is also 
possible, even more likely, that he has only 
pursued his soft policy towards the Sangh 
parivar by this show of non-discrimination 
in the application of restrictions. He may 
have even devised this step with a view to 
containing Left pressures for more stringent 
anti-Sangh actions and/or modification of 
the government's new economic policy. 

It is a pity that the Left is so muffled and 
muted in countering the double-action 
policy of the Congress(I) leadership—the 
policy of compromising with the Sangh 
parivar while curbing the independent 
mobilisation of the Left. Maybe, Leftists are 
victims of the confusion binween the ap¬ 
pearance and the essence—so much so that 
they do not realise the limits of the (Victor) 
Hugovian dictum (“I will oppose what you 
say, but 1 will fight for your right to say 
so”). This applies to the rights of the 
democratic opposition only, not to the rights 
of the opponents of democracy. In other 
words, human rights are rights that serve 
humanity and humanism, not their 
opposite. 

Another correspondent writes: 

BOTH the Narasimha Rao government and 
the non-BJP opposition parties are demon¬ 
strating a curiously ambivalent attitude 
towards the increasing belligerency of the 
BJP-VHP-RSS axis. After hulmming and 
hawing for weeks, the government finally 
announced a ban on the BJP’s proposed ral¬ 
ly on February 25. 

In another gesture—maybe to appear 
even-handed—the government has banned 
all political rallies for the next three or four 
months in Delhi. This is to pre-empt the pro¬ 
posed rally on March 30 by the National 
Front and its Left allies. Does Narasimha 
Rao equate the two rallies—one being 
organist with the overt intention of bolster¬ 
ing the Hindu communal image and the 
covert aim of provoking another bout of 
riots, and the other with the express purpose 
of upholding the secular values enshrined 
in the Constitution? 

But the National Front and the Left par¬ 
ties are also sending equally ambiguous 
signals. The Leftists have opposed the ban- 
both on the BJP's and their own rallies. 
Their argument about the ban on the BJP 
rally is that one cannot fight communalism 
by imposing a ban. and that the communal 
challenge should be met by 'political 
mobilisation of people in defence of 
national unity’. We have been hearing such 
talk about a ‘political* fight against the BJP 
ideology for far too long. But till today, 
beyond issuing a few statements, and occa¬ 


sionally organising peace rallies and 
meetings (long after the riots), the Left has 
done precious little to thobiiise the people 
for any political confrontation with the 
BJP. Significantly, the Left has decided to 
organise a rally on March 30—more than 
a month after the BJP's February 25 rally. 
One wonders why the Left partiescouid not 
have mobilised their supporters in a counter¬ 
rally in Delhi on February 25 itself? Or. if 
they feared such a confrontation would lead 
to violence, why then not a day before? If 
they are serious about a political campaign 
against communal forces, such a rally on 
the eve of the BJP demonstration may 
restore faith in secular forces among the 
common people who are being bamboozled 
by BJP propaganda and terrorised by the 
strong-arm tactics of the RSS hoodlums. 

While opposing the ban on the BJP ral¬ 
ly, the Legists argue that the rally should 
be allowed with the administration stand¬ 
ing by to take all necessary steps to prevent 
any communal flare-up that may follow the 
rally. Instead of preventing the arsonists 
from setting the country on fire, they would 
rather sit back and call upon the fire-brigade 
to put out the fire when the damage is 
already done. If they feel that supporting 
an official ban on any political rally is 
against their principles, what prevents them 
from mobilising their followers to prevent 
the BJP-RSS-VHP marauders from enter¬ 
ing Delhi to attend a rally which—the Lef¬ 
tists know very well—has dangerous im¬ 
plications for the citizens of the capital? 
Further, the Leftists should have no illusion 
about the character of the Delhi police. The 
latter had shown their communal bias 
against the minorities during the riots in the 
waited city a few months ago. Do the Lef¬ 
tists expect the police to lake Hrm steps 
against the hordes of Hindu gangsters once 
they converge on the Boat Club lawns on 
February 25 and go berserk as they did in 
Ayodhya on December 6? Above all. do the 
Left parties still regard the BJP as a con¬ 
stitutional parly and us RSS members as 
law-abiding citizens deserving to enjoy the 
democratic rights that Indian citizens are 
entitled to? 

GOLD BONDS 

Immunity on Tap for 
Tax Evaders 

FINANCE minister Manmohan Singh had 
in his 1992-93 budget speech proposed a 
gold bond scheme “to help mobilise the idle 
gold resources of ordinary citizens to sup¬ 
plement official reuTves", though he had 
added that the scheme should be introduc¬ 
ed “only when the balance of payments 
situation improves, and adequate conFidence 
has been built in the capacity of the govern¬ 
ment to manage the economy”. This was a 
year ago, but the gold bond scheme did not 
get off the ground till the government quietly 
issued a presidential ordinance bearing the 


dale January 31, 1993. The wqr the govern¬ 
ment went about it svas curious, to say the 
least. Details of the scheme were reportedly 
not known even to the Reserve Bank of India 
until they were disclosed in a newspaper 
report. Thereupon the government chose to 
issue a press release on Friiruary 17, more 
than a fortnight after the date of the 
ordinance. 

Why did the rinance minister wail for 
nearly a year? Certainly, the balance of 
payments situation has shown no striking 
improvement over this period. The country's 
foreign currency assets, which were S 5,631 
million at the end of March 1991 and which 
touched a peak of 36,867 million on July 17, 
1992, had dipped to 3 5,096 million as on 
February 5 this year—a loss of over 3 1.7 
billion. While exports have picked up 
somewhat, imports have grown faster, 
resulting in a trade deFicii of sizeable 
proportions. 

The gold-for-gold scheme now introduced 
is a straightforward bonanza for tax-evaders 
who can use the gold bonds to convert their 
black money into white. The minimum in¬ 
vestment prescribed is 500 grammes of fine 
gold worth about Rs 2 lakh with no upper 
limit. The bonds will have a maturity of five 
years at the'end of which an equivalent 
quantity of gold will be returned to the 
subscriber (or the current holder of the 
bonds) with a lump sum interest of Rs 40 
per gramme, which at the present price of 
gold works out to simple interest at 2 per 
cent per annum. The most attractive part of 
the .scheme is, of course, the blanket im¬ 
munity extended to subscribers from the pro¬ 
visions of income tax, wealth tax, gift tax. 
capital gains tax. the Customs Act. the 
Foreign Exchange Regulation Act and the 
Foreign Contributions (Regulation) Act. The 
bonds can be gifted without attracting gift 
tax and are otherwise easily transferable 
They are also eligible collateral for loans 
from banks. Interest earned on the bonds 
will be exempt from income tax. 

Enthusiastically welcoming the measure, 
the Bombay Bullion Association has claimed 
that the measure will help to bring hoarded 
gold out into the mainstream of the 
economy. But for operating an effective 
system of taxation, the consequences of the 
government making immunity for tax- 
evaders available almost on tap in this 
fashion is nothing short of disastrous. It is 
true that the gold bonds would be on sale 
only for a period of three months from 
March 15 to June 14. But just over a year 
ago, the government had offered the foreign 
exchange immunities scheme and the India 
Development Bonds, between September 
1991 and January 1992, which loo enjoyed 
immunity from exchange control legulmions 
and direct lax laws. The scrapping of the 
gold control act and the ofTiciBlIy-blcssed in¬ 
flow of gold through the NRI route together 
with the liberalisation of the wealth tax pro¬ 
visions (with total exemption of financial 
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assets and the exemption.limii set at Rs IS 
lakh foi jewellery and other such non¬ 
productive assets) have already provided an 
easy route foi evading taxes. The frequent 
immunity schemes serve to affix a perma¬ 
nent stamp of official approval on lax 
evasion. 

<iold bond schemes have not been par¬ 
ticularly successful in the past in terms of 
the government's stated objectives. The first 
two such .schemes, under which the bonds 
were to be repaid in rupees, were introduc¬ 
ed ill November 1962 and March 1965 and 
fetched 16.3 tonnes aijd 6.1 tonnes of gold, 
respectively. 1 he last scheme, on a gold-for- 
gold basis and almost identical to the one 
now announced, was in force from October 
1965 to May 1966 and yielded only 13.7 ton¬ 
nes of gold. Though the issue of gold bonds 
in the past was accompanied by exhortations 
to the people to refrain from buying gold, 
the results were quite the contrary. 
Clandestine gold imports, which averaged 
about 86.7 tonnes a year during the period 
1958 to 1963. galloped to 180 tonnes a year 
during 1964 to l%7. And in the 12 years 
since the beginning of the 1980s, nearly 2,000 
tonnes of smuggled gold have been injected 
into the economy. The current level of gold 
inflow is about 200 tonnes annually and so 
even if the government mobilises about 30 
tonnes under the new gold bond scheme, it 
would work out to a mere 15 per cent of the 
annual gold inflow—the proportion achiev¬ 
ed under the 1965 scheme. 

The 30 tonnes of gold, when pledged 
abroad with a margin of at least 20 per cent, 
will help to mobilise no more tnan about 
S 260 million (at the international price of 
S 333 per fine ounce, which is coming down) 
as against the total cost to the country of 
the annual gold inflow at over S 2 billion. 
To mobilise even $ I billion in foreign 
exchange through the gold bond scheme 
would call lor sub.scriplion of over IIS ton¬ 
nes of gold. 

The point is that whatever the quantity of 
gold ot'lcred to the government under the 
gold bunds scheme, it will amount to recycl¬ 
ing of a fraction ul the growing annual 
import ol gold (part official and part 
clandestine) which involves loss of foreign 
exchange, the bulk of which would have ac¬ 
crued to the country. There would hardly be 
any mobilisation of existing idle hoards of 
gold in the country. .Secondly, if in an 
attempt to induce larger subscription the 
government is forced to make the scheme 
more attractive to gold-holders, the Reserve 
Bank, which is expected to administer the 
scheme, will be forced to bear a loss in its 
balance sheet. Apart from the fact that it im¬ 
plies an indirect depreciation of the rupee, 
the implications for the Reserve Bank 
balance sheet are indeed .serious particularly 
at a time when, on the one hand, the gold 
price in the international markets is show¬ 
ing a declining trend and, on the other, the 
Reserve Bank has been facing substantial 


losses on account of the exchange protec¬ 
tion given to the various foreign currency 
deposits. 

POLITICS 

Bad Bai^aining 

TWO topmost leaders, H S Surjeet and Jyoti 
Basu, have stated at the end of the recent 
politburo meeting that the CPI(M) will con¬ 
tinue its opposition to the union govern¬ 
ment’s new economic policy during the 
budget session of parliament even if the 
party is not in favour of mid-term polls. This 
declaration of intent, however, has not 
dispelled the widely perceived dilemma of 
the parly. More precisely, the party’s 
statements are still interpreted as its com¬ 
mitment to the Congrcssfl) government’s 
surviral in order to forestall the danger of 
a snap poll. In view of the looming threats 
from the Sangh parivar, the CPI(M)'$ 
predicament and predilections cannot be 
lightly dismissed as a capitulation to the rul¬ 
ing circles. But that docs not preclude a 
caveat or two. 

First, why should a snap poll be regarded 
as an inevitable consequence of the 
Narasimha Rao government’s fall? Why 
should the possibilities of another govern¬ 
ment of the same sort, but with a different 
policy and a different leader be ruled out 
beforehand? Or, a coalition with a segment 
of the present ruling parly? The present 
government is es.sentially a minority govern¬ 
ment, parading its plurality in the house with 
the aid of some uncertain allies and the 
blessing of a tentative ruling of the Lok 
Sabha speaker, which itself has been widely 
criticised. The leader of such a minority 
government should not ipso facto have the 
prerogative of calling for the dissolution of 
the Lok Sabha. Even if he tries to exploit 
this threat, he should be easily isolated from 
a large segment of the Congiess(l) MPs who 
are themselves scared of an early poll. 
Indeed, the Left and progressive opposition 
should have forcefully projected an alter¬ 
native scenario of this sort with a view to 
pressurising Narasimha Rao into adopting 
a more consistent anti-BJP line. Moreover, 
even if the Left and the CPi(M) have to come 
to the aid of the Rao government in a con¬ 
tingency, why should they resile from the 
vantage bargaining position in advance and 
voluntarily? Jyoti Basu and .some other 
leaders of the CPIfM) who have mastered 
some elements of bourgeois politiking so 
veil, have yet to learn the bourgeois art of 
bargaining. 

Be that as it may, Jyoti Basu and the West 
Bengal CPI(M) leadership can certainly de¬ 
mand three cheers for a recent achievement— 
its success in getting together on one plat¬ 
form at the Calcutta brigade parade ground 
rally the broadest mobilisation so far against 
BJP politics, which stretched from Mulayam 
Singh and IjiIoo Prasad at one end to the 
IPF, sue and a number of ex-Naxal groups 
at the other. 


TWENTY YEARS AGO 

EPW, February 24, 1973 

From AM’s Calcutta Diary. 

Where obfuscation is the issue, 
sociologists, who does not know by now, 
can beat even the economists hollow. 
Economic growth fails to occur, the latter 
would say, because there is not enough 
of savings in the system; nothing of the 
kind, pal would come the rejoinder from 
sociologists; you are not going anywhere 
on account of a basic deFiciency in your 
achievement-orientation; you oriented 
toward affiliation—affiliation toward 
family, cousins, caste, community— 
which is fatal for growth. To a Marxist, 
the controversy would seem to be a non 
sequitur. there can be, he will tell just 
whoever is prepared to listen, no achieve¬ 
ment without affiliation, one has to 
merge one’s identity with that of the 
cias.s; individual advance is the outcome 
of collective economic endeavour, which 
shapes, and, in turn, is shaped by the 
nature of collective political endeavour. 

One can make a pistachio of all 
theories and theorems, but the clue to 
Indian economic stagnation would still 
remain only half-sorted out. Suppose af¬ 
filiation stops short of a successful 
denouement, suppose clas:. conscious¬ 
ness is waylaid by parochialism, suppose 
sectarianism triumphs, even if it Im.* for 
a short while, over the forces which help 
to promote clear-cut economic aliena¬ 
tion? What does or does not constitute 
a nationality is a sticky question, and any 
stray passage from Lenin. Stalin or Mao 
Tse-tung, given one’s energy and ingenui¬ 
ty, can. almost effortlessly, be countered 
by yet another sentence from the same 
great leader. After all. about everybody 
cuts corners when it is a matter of 
quoting scriptures: with an honest pre¬ 
tence of absent-mindedness, sentences, 
torn of their context, could be pressed 
into the service of far-out, dubious 
causes. For, those who had thought that 
language forms the core of the problem 
of nationalities would be completely 
baffled by the intra-lingual bashing of 
heads now taking place in the Telugu- 
speaking region. There can of course be 
a perfectly valid ecottomic analysis of 
even this phenomenon: one can certainly 
enumerate substantial explanations 
about how the issue got exacerbated 
because interested parties scertted an 
economic bonanza in the offing once the 
confusion could be made to spread. But 
it at least puts paid to the simptisie pro¬ 
position the sectarian trends can be held 
in check and economic progress ensured 
only if administrative units are set up on 
the rationale of linguistic homogeneity. 
Where economic issues overshadow 
others, linguistic convergence, it is now 
quite apparent, scarcely offers any 
solution. 
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IN THE CAPITAL MARKET 


Ratnamani Metals and 
Tubes 

RATNAMANI METALS AND TUBES, 
an existing proni-fnaking, dividend pay¬ 
ing company, has drawn up a capital ex¬ 
penditure scheme principally for enhan¬ 
cing margins of operations by incorporat¬ 
ing in the manufacturing process newer 
technology for the manufacture of its pro¬ 
ducts, namely, stainless steel seamless and 
welded pipes and tubes, the installed 
capacity being 3,000 MT per annum. To 
achieve this, the company is importing 
sparingly-used Pilger mills from Germany 
to be supplied by Imertcch GmbH. Pilger 
mills do not require front end of the tube 
to be swaged as the roll profile itself can 
accommodate high diameter front end 
and slowly reduce the cross-section through 
the reciprocating mechanism of the Pilger 
mill and the tube gets cold drawn. Through 
the proposed technology upgradation at 
a total capital outlay of Rs 6S7.I6 lakh, 
the company envisages a substantial in¬ 
crease ill its productivity at a lower pro¬ 
duction cost. To part finance the project, 
the company is entering the capital market 
with a public issue of 8,59,600 equity 
shares of Rs 10 each at a premium of 
Rs SO per share aggregating Rs 515.76 
lakh. The projected .sales (with PAT in 
brackets) in rupees lakh for 1992-93, 
1993-94 and 1994-95 will be 2,706.65 
(141.41), 3.509.39 (243.70) and 4,081.49 
(311.81) respectively. The issue, which 
opens on March 9, is lead-managed by 
C'hampaklal Investment and financial 
Consultancy and PNB Capital Services. 

Cubex Tubings 

Cubex liibings, incorporated as a 
private limited company in August 1979, 
was convened into a public limited com¬ 
pany in 1982. It manufactures and deals 
in all types of non-ferrous metals and their 
alloys, rods, tubings, pipes and all types 
of extrusions. It is at present also manu¬ 
facturing cupper and its alloy products. 
The plant is located in the industrial 
development area. Patancheru, about 33 
kms from Hyderabad. With the dual ob¬ 
jective of meeting the increasing demand 
and maintaining its position as a major 
manufacturer of copper and copper alloy 
products, the company is planning to ex¬ 
pand the existing installed capacity from 
300 MT to 780 MT per annum. The ex¬ 
pansion project includes the construction 
of additional factory premises and the in¬ 
stallation of equipment like an induction 
melting furnace, an annealing furnace, 
draw benches and an electric transformer. 
The machinery in its entirety will be 
delivered next month. Commercial pro- 

ction is likely to begin from April. The 
expansion project entails a total estimated 
outlay of Rs 395.37 lakh. To part finance 
the expansion project, the company is 


entering the capital market with a public- 
issue of I7,60.()(X) equity .shares of Rs 10 
each at a premium of Rs 5 totalling 
Rs 2,64.00,0()0. According to Pushpraj 
Bhandari, managing director of the com¬ 
pany, gross sales arc expected to he Rs 629 
lakh. Rs 1,720 lakh and Rs 1,955 lakh in 
1992-93, 1993-94 and 1994-95. During the 
corresponding period, the EPS is esti¬ 
mated at Rs 8.35, Rs 3.86 and Rs 4.07 
respectively. In accordance with the ap¬ 
praisal done by the .State Bank of Mysore, 
the company should declare a dividend of 
20 per cent in 1993-94 and likewise in 
1994-95. The issue opens on March I. 

Gujarat Investment 
Castings 

Gujarat Investment Castings, a com 
pany promoted by a group of experienced 
and qualified techno-commercial entre¬ 
preneurs, is coming out with a public issue 
of equity shares totalling Rs 275 lakh. 
Among the principal promoters on the 
board are N T Vaishnav, a chartered ac¬ 
countant, management consultant and 
merchant banker. The other directors in¬ 
clude A R Hathi, I’rakash Dhebar, C 
Kanidai and U Menon. M B Ashtikar, a 
UK trained engineer having 22 years of 
experience in all aspects of investment 
castings, is the vice-piesident in charge of 
the project. The directors have done ex¬ 
tensive market surveys and have visited the 
US, Europe, the Far East, etc, for gene¬ 
rating the necessary technical and market¬ 
ing joint venture support. Unlike conven¬ 
tional ca.sting, investment ca.sting is a pro¬ 
cess by which any metal can be brought 
to almost any intricate .shape within the 
desired precision tolerances. All this 
results in a nil-to-negligible machining ic- 
quirement which does away with costly 
operations. The project is in an advanc¬ 
ed state of implementation. The public- 
issue of Rs 275 lakh is part financing the 
Rs 558 lakh project. After reservations for 
mutual funds, NRIs, etc, the issue for the 
Indian public is foi Rs 92 lakh only. Thc 
issue opens on March 4. 

Vinrek Laboratorit^s 

Viniek laboratories is entering the 
capital market with an issue of 2U,I0,(XM) 
equity shares of Rs 10 each at par, out of 
which 19,81,6(X) shares are being offeied 
to the public. The company, which has 
N H Doshi as chairman and managing 
director and K P Shah as the other mana¬ 
ging director, manufactures pharmaceuti¬ 
cal formulations and is known lor its pro¬ 
ducts in the paediatric and gynacc ranges. 
The company’s first year ol normal work¬ 
ing was 1990-91 and it had a sales turnover 
of Rs 142 lakh in 1991-92 (Rs 75 lakh in 

1990- 91) and profit alter tax of Rs 8.31 
lakh (loss of Rs 11.87 lakh). EPS for 

1991- 92 was Rs 5.79 on a share capital of 


Rs 14.35 lakh. The company has under¬ 
taken an expansion project to raise its 
capacity from the present 1,080 lakh 
tablets and 112 lakn capsules to 4.185 lakh 
tablets, 338 lakh capsules and 34 lakh 
ointment tubes. The cost of ihe project 
has been estimated at Rs 373 lakh, which 
is proposed to be financed through pro¬ 
moters’ equity of Rs 85.05 lakh, public 
issue of Rs 202 lakh. ( ..SI f loan of 
Rs 60.95 lakh and state subsidy of Rs 25 
lakh. The expanded capai.-iiy is expected 
to go into trial production ui liie first half 
ol August this year and commercial pro¬ 
duction is scheduled to begin in the latter 
hall ol the .same month. I’lie public issue 
opens on March 12 with Gujatat lea.se 
Financing and Bank of Baroda as the lead 
managers. 

Canpep '93 

Canbank Mutual Fund is launching 
another growth-oriented equity-linked tax 
savings scheme, called ( anpep ‘93, on 
February 25. Canpep ’93 will remain open 
for subscription till March 31. The scheme 
will offer the benefits of tax rebate of 20 
per cent on the original iiivestmcnt up to 
Rs 10,000 under Section 88 of the Income 
Tax Act. It also offers income tax benefits 
undc;r Section 801. for income distribution 
as well as capital gains tax henefit.s under 
Section 48 for redcm|)i<. iiviepurcha.se. 
There will be no tax deduciion at source. 
The scheme also offers luiui.lity and trans¬ 
ferability after the initial Icick-in period of 
three years. Canpep ’93 units arc of the 
face value of Rs 10 and the minimum in¬ 
vestment will be Rs .500.1'hea* is no uppei 
limit on investment. The scheme will be 
listed in the majoi stock exchanges three 
years after the date of alloinicni. A repur¬ 
chase facility is also available to original 
allottees after three years from the date 
of allotment. I'his facility is also available 
after the first year in case of death of sole 
or first holder. I he units w ill be redeem¬ 
ed 10 years after the d.itc of allotment. 

Motherson Sumi Systems 

Motherson Sumi Systems, a profit earn¬ 
ing and dividend paying company which 
is believed to be a m:i; k;- leader in 
integrated wiring hainc-' (iWH) for 
automotive and electronics m.i'i^’.rics and 
for which it has crcau-<; ' 

manufacture of 25.3 i.iM< imi. 
nually at Noida in 
implementing a niajo,- ■ :•(. 

gramme. Promoted in ' ' ■ i-v Vnt.i 

and V C. Schgal, in /: .: ; 

entered into technical 
[abomion with two - .l -v 

companies, namely, N 
tion and Sumitomo 
subsidiary of Sumitoii i ; 

pany of Japan. The exiJ.i-. -m <; c. lO 
cover incrca.se in IWH capa.-;i - .•-•■■.i. m ad- 
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dilion, manufacture of high tension cord 
and auto vinyl super slim wire for which 
the company has negotiated for techno¬ 
logy with Sumitomo Wiring Systems. The 
company has been supplying IWH to 
original equipment manufactuieres, such 
as, Maruti, Hero Honda, Kinetic Honda. 
Bajaj Auto, Mahindra and Mahindra, 
Escorts and Shriram Honda, in the 
automotive industry, and Subros and 
Intron, in the electronics industry. The ex¬ 
pansion plan has been appraised by ICICI 
to cost Rs 20.50 crore. It is to be financ¬ 
ed with an equity issue of Rs II.IS crore, 
and institutional term loans of Rs 7.20 
crore, besides lease finance by the IFCI 
of Rs S.4S crore. The promoters are con¬ 
tributing Rs 2.40 crore to the share capital 
issue, the foreign collaborators Rs 1.21 
crore and the institutions Rs I.3S crore. 
The company is issuing 33 lakh equity 
shares of Rs 10 each at Rs IS premium 
and offering out of this 11.60 lakh shares 


COMPANIES 


Jainti Kapadia 

FEBRUARY this year has seen a flood of 
capital issues in the primary market. As 
estimated by Prime Database of Prithvi 
Haldia in New Delhi, the number of 
capital issues in February totalled 84 and 
the amount of capital issued by the com¬ 
panies aggregated Rs 650 crore, both all- 
time records. Prime Database has compiled 
the following figures to show that in both 
number and amount capital issues during 
February this )var have hit a new high: 


tfear 

No of 
Capital 
Issues 

^gglegale 
Amount 
(Rs crore) 

Feb 1986 

80 

317.08 

Feb 1987 

44 

166.38 

Feb 1988 

18 

177.78 

Feb 1989 

38 

234.50 

Feb 1990 

21 

46.96 

Feb 1991 

34 

535.47 

Feb 1992 

36 

443.29 

F«» 1993 

84 

650.00 


February usually witnesses a spate of 
capital issues because of the pre-budget 
tempo in the market. Besides, during 
March people are required—the big 
subscribers especially—to provide funds 
for payment of advance tax before the 
close of the financial year. Companies 
normally flock to the market in February, 
depending of course on how good are 
conditions for issuing fresh capital. The 
latter explains why in February 1988 and 
later again in February 1990 capital issues 
were small in both number and amount. 

However, this is not all that there is to 
this year's spurt, which is due to at least 


to the public on Mardi 2. ICICI and SBI 
Caps are the lead managers. Sales income 
of the company recorded an increase from 
Rs 10.4 crore in 1989-90 to Rs 14.6 crore 
in 1990-91 and to Rs 17.6 crore in 1991-92 
and so also net profit from Rs I lakh to 
Rs 46 lakh and Rs 57 lakh during the 
period. The company paid a 5 per cent 
dividend for 1990-91 which it increased to 
IS per cent for 1991-92. EPS and book 
value per share worked out to Rs 2.58 and 
Rs 16.23 for 1991-92. The Rs 15 premium 
on issue of shares has been Tix^ on the 
basis of the last five years’ average book 
value of Rs 8.56 and EPS of Rs 1.95. For 
the years 1993, 1994 and 1995, total in¬ 
come is protected at Rs 21.05 crore, 
Rs 30.88 crore and Rs 42.11 crore; respec¬ 
tively, net profit at Rs 1.36 crore, Rs 1.53 
crore and Rs 1.97 crore, and EPS at 
Rs 5.5, Rs 2.6 (on enhanced equity base) 
and Rs 3.4. 

—JK 


three other reasons. One is that there was 
an abrupt break in the market in the wake 
of the Ayodhya events of December 6. 
Companies coming to the market were 
forced to pull back in that month. There 
was thus in February a spill-over of earlier 
suspended capital issues. Secondly, with 
the office of the Controller of Capital 
Issues now dispensed with, companies 
have been accessing the market easily. 
And thirdly, with more investment pro¬ 
posals seeing the light of the day under 
the liberal economic policies, the number 
of companies in the market has gone up. 
The amount involved in capital issues has 
also increased by a substantial margin. 

This trend is expKted to be sustained 
and the flow of capital issues is likely to 
be uninterrupted. (3f course, some fly-by- 
night operators may try to make a fast 
buck. However, in that respect the situa¬ 
tion is unlikely to be as bad as in 1986. 
And this despite the CCI not being there 
•low to control capital issues. Even when 
the CCI did exist, it did not save the situa¬ 
tion in the middle of the last decade. But 
liberalisation, while prompting more in¬ 
vestment proposals, is also likely to make 
th.' proposals competitive and compa¬ 
ratively viable. There is less chance of dud 
investments now than before. 

CEPHAM ORGANICS 

Rise in Sales and Profit 

Creditable results have been reported by 
Cepham Organics for the 15-month finan¬ 
cial period ended June 30, 1992. This is 
in spite of operations in the first half of 


the period having been affected by import 
curbs, rupee dei^uation, ciedit squeoc; 
high interest rates, inflationary pressures 
and the government’s unfawwiabie policies 
in respect of the drug industry. While 
turnover increased 123 per cent, profit 
after tax improved four times on wi an¬ 
nualised basis to Rs 134.22 lakh. 

The current year’s trends of sales and 
profits are even more encouraging, accor¬ 
ding to the directors, while tlw company, 
which is just eight years old, has declared 
for the period April 1991 to June 1992 a 
20 per cent dividend. The dividend is 
recommended on share capital as increas¬ 
ed tqr an issue of rights shares. Since the 
rights issue was made in the previous 
financial year, the company bad received 
by the cl^ of that year an amount of 
Rs 1,72,07,200 by way of rights issue 
application monty. This form^ part of 
shareholders’ equity and is shown as such 
in the accompanying table. However, the 
paid-up share capital has since increased 
from Rs 157 lakh to Rs 257 lakh, which 
shows there was an excess amount received 
in the rights issue 

The company expended Rs 894 lakh in 
foreign ex^angc on import of raw 
materials as against Rs 531 lakh in the 
previous year, while it earned by exports 
foreign exchange worth Rs 45 lakh against 
Rs 199 lakh. The company manufactures 
items such as 6-amino pcnicillic acid, am- 
picillin trihydrate amoxicillin trihydrate 
cloxacillin sodium, cephalexin and dox- 
ycyclinc hydrochloride. 

VBC FERRO ALLOYS 

Unsuccessful 

Experiment 

VBC Ferro Alloys has gone into the red 
during the yrar to March 1992. with a 
waiver of dividend to shareholders. This 
is because the market for ferro silicon was 
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unremunerative for « major part of the 
year. As the position was adverse, the 
company switched over to manufacture of 
high carbon ferro chrome under a conver¬ 
sion agreement with the Tata Iron and 
Steel Company in June 1991. This earn¬ 
ed for the company an income by way of 
job receipts of Rs SS4 iakh. shown under 
other income in the table. Sales income, 
on the other hand, dropped sharply from 
Rs 2,894 lakh to Rs 1,063 iakh. And 
though expenses by vray of direct costs 
were restricted, in the net position there 
was a whopping loss of Rs 660 lakh after 
depreciation -against a profit of Rs 159 
lakh in the previous year. With the pre¬ 
vious year’s surplus of Rs 58 lakh brought 
in, the net debit balance of Rs 602 lakh 
was carried over to balance-sheet. 

The conversion process to high carbon 
ferro chrome was not successful, as 
capacity utilisation was affected on ac¬ 
count of power cuts/sevcrc lo<)d shedding 
and unachievable production parameters 
in the furnace. In the end, the company 
had to discontinue the production of high 


carbon ferro chrome and revert to ferro 
silicon from December 1991. However, ac¬ 
cording to the directors, there has been a 
marked improvement in the market for 
ferro silicon offering belter price realisa¬ 
tion from January 1992. The directors ex¬ 
pect the company to earn reasonable pro¬ 
fits for the current year. 

KHODAY INDIA 

New Fields 

In comparing Khoday India’s results for 
the last two years, it is to be borne in mind 
that for the year ended March 31, 1991. 
all the income and expenses of the con¬ 
tracts division pertaining to earlier years 
had been transferred to that year's profit 
and loss account. Hence, the 1990-91 ac¬ 
counts presented an exaggerated position. 
As the directors state in their report for 
1991-92, the total income of the company 
for 1990-91, in the normal course, would 
have worked out to Rs .M.32 crore: In this 
light, the performance for 1991-92 shows 


an improvement over 1990-91. In appreci¬ 
ation of that, the directors have recom¬ 
mended a 10 per cent dividend, after the 
dividend was passed over by the company 
in the previous year. 

Ncvcrthelcs'i, profitability was severely 
strained due to increased costs of opera¬ 
tion. Moreover, working of the sugar divi¬ 
sion remained under stress and, with delay 
in implementation of the expansion pro¬ 
gramme, the performance of the division 
continued to be adversely affected. 
However, the directors expect the expan¬ 
sion to be completed shortly and the divi¬ 
sion’s working to improve considerably 
with that. The distillery and contracts 
divisions showed improved performance 
which they are expected to maintain, 
according to the directors. 

Meanwhile, the company is planning to 
enter new fields which are expected to be 
remunerative: (i) maintaining and running 
fuelling stations for all kinds of surface; 
sea and air transport and to create 
necessary infrastructure therefore and for 
manufacture of tankers for the same pur¬ 
pose; (ii) taking and giving on lease 
movable and immovable property, like 
plant and machinery, land and building, 
and patent and goodwill; and (iii) buying 
and taking on lease plots of land for 
building construction for renting out. A 
special resolution amending the memo¬ 
randum of association to incorporate the 
above lines of activity and to authorise the 
boanj of directors to obtain confirmation 
of the Company Law Board was moved 
at the company’s annual general meeting 
held on December 26,1992 at Bangalore. 

Vijaya Bank's 
Stockinvest Scheme 

Vijaya Bank has come out with a revis¬ 
ed Stockinvest scheme. Under this scheme, 
investors have an option of opening 
Vijaya Stockinvest accounts for singular 
investment or Vijaya Stockinvest deposit 
accounts for ongoing investment. Vijaya 
Stockinvest deposit account has the special 
features of the bank’s successful Vijaya- 
shree Units deposit scheme which allows 
investors to withdraw the amounts in part, 
in the fotm of units of Rs 100 each, as and 
when required or as and wheti shares are 
allotted. Till the time of withdrawal or. 
allotment of shares, (he entire deposit 
earns interest and thereafter the balance 
amount of deposit continues to earn in¬ 
terest at contractual rate. Investors have 
options to chouse the period of deposit 
from 46 days up to a maximum period of 
10 years. Deposits can be made in lump¬ 
sum and Stockinvest may be obtained as 
many times required. All branches of the 
bank are authorised to issue Stockinvest 
and introduction and personal presence 
of customer at the branch has been 
dispensed with by a simple passbook 
system. The Stockinvest scheme is open 
to NRI investors. 


The Week's Companies (Rs lakh) 


Financial Indicators 

_C^^ Organics 
June ' ' Marcli~ 
1992 1991 

VBC: Ferro Alloys 
March Mai^ 

1992 1991 

KhodiV India 
~March March 

1992 1991 

Income/expenses/prvjils 

Nel sales 

2817 

1084 

961 

2792 

3086 

3311 

Excise duty 

191 

46 

102 

102 

771 

912 

Other income 

338 

74 

677 

154 

113 

182 

Increase (decrease) in year-end 
finished stocks 

14 

112 

(259) 

166 

446 

199 

Raw materials consumed 

2564 

994 

298 

850 

2919 

2383 

Power and fuel 

40 

24 

1075 

1244 

308 

233 

Other manufacturing expenses 

49 

14 

20 

38 

90 

71 

Labour cost 

48 

31 

68 

67 

436 

980 

Other expenses 

85 

49 

224 

290 

1037 

1097 

Operating prorus 

383 

158 

-331 

419 

836 

924 

Interest charges 

178 

107 

191 

131 

469 

420 

Gross profits 

205 

51 

-522 

288 

367 

324 

Oepicciaiion 

26 

16 

138 

129 

216 

306 

Prorus before tax 

179 

35 

-660 

159 

151 

218 

Tax provision 

45 

8 

— 

41 

100 

120 

PioHts aftet tax 

134 

27 

-660 

118 

SI 

98 

Dividends 

51 

25 


44 

90 


Liabiliiies/assels 
i^id up capital 

257 

329* 

404 

404 

900 

900 

Reserves and surplus 

132 

49 

904 

961 

1633 

1730 

Long term loans 

150 

119 

1333 

1246 

1575 

1310 

Short term loans 

391 

528 

.857 

258 

1779 

1320 

Other liabilities 

634 

286 

850 

655 

2917 

2400 

Gross fixed assets 

274 

169 

2508 

1698 

3837 

3358 

Accumulated depreciation 

62 

37 

575 

438 

1396 

1180 

Inventories 

422 

390 

55S 

875 

2410 

2017 

Of which finished goods 

180 

166 

73 

332 

1706 

1260 

Receivables 

680 

424 

.387 

441 

1224 

943 

loans and advances 

124 

109 

307 

347 

2316 

1812 

Cash and bank balances 

95 

237 

103 

III 

271 

J29 

Investments 

23 

8 

26& 

372 

23 

23 

Other assets 

9 

II 

672 

70 

100 

133 

Total liabilities/assets 

1564 

1312 

4348 

3524 

8825 

7659 

Key financial ratios 
liirnover ratio 

1.44/ 

0.83 

0.22 

0.79 

0.58 

0.72 

Return on sales 9s 

5.82/ 

4,70 

- 54.32 

10.32 

7.22 

9.51 

Return on investmeniW 

10.49/ 

3.89 

- 12.01 

8.17 

4.16 

6.84 

Return on equity (9i) 

27.56/ 

7.14 

-50.46 

8.65 

3.91 

3.73 

Earning per share 

4.18/ 

1.70 

-16.31 

2.91 

0.57 

1.09 

Dividend (9i) 

20 

16 

— 

15 

10 

— 

Book value per share (Rs) 

15.14 

24.08 

32.34 

33.74 

28.37 

29.22 

Current matkei price 

39 

— 

17.50 

— 

28 

— 

P/E ratio 

9.33 

— 

1.19 

— 

49.12 

— 


/ Annualised, * Rs 172 lakh rights issue application money. 
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STATISTICS 


Indrx Numbfn nf Whoiraalr Pricvs 
(1981 82 ^ 100) 

All Commo(litie.i. 

Primary Articles 
Food Articles 
Non-food Articles 
Fuel, Power, l.ighi and Lubricants 
Manufactured Products 

Coat of Living Indictm 


Viriation (per oeni) 


Weight 

Latest 

Week 

6-2-93 

Over 

Last 

Month 

Over 

Last 

Vbar 

Over 

March 

1992 

1991-92 

1990-91 

1989-90 

1988-89 

100.0 

230.7 

0.3 

7.0 

5.9 

13.6 

10.3 

7.5 

7.5 

32.3 

231.4 

-0.2 

1.4 

2.7 

18.2 

13.0 

2.2 

4.9 

17.4 

270.1 

0.5 

6.4 

6.0 

20.2 

11.8 

1.2 

9.9 

10.1 

219.6 

-1.7 

-8.0 

- 3.5 

18.2 

17.0 

3:6 

-1.7 

10.7 

240.5 

2.4 

14.7 

12.6 

13.2 

12.3 

3.6 • 

SA 

57.0 

228.5 

0.9 

9.0 

6.6 

11.2 

8.4 

11.3 

9.4 


Industrial Workers 

Urban Non-Manual Employees 

Agricullutal Labourers 


Mon«^ and Banking 


1982 - 100 243'* 

I984-8S 100 205" 

July 60 to 1,067 

June 61 = 100 

Latest 

Unit Fortnight 
(22-1-93) 
Rs crore 3,53,855 


Over 

Last 

Month 

-0.4 


_Variai ton (per cent) 

Over 


1991 

1991-92 

1990-91 

1989-90 

1988-89 

6.1 

13.5 

11.2 

6.5 

9.1 

6.8 

13.5 

11.0 

6.9 

8.2 

2.0 

19.3 

7.5 

3.2 

11.4 


t ^riation (| 
Over 

March 31, 


er cem in brackets) 


Money Supply (M,) Rs crore 3,53,855 

Net Bank Credit to Government Sector Rs crore 1,74,937 

Bank Credit to Commercial Sector Rs crore 2,12,975 

Net Foreign Exch Assets of Banking Sector Rs crore 16,423 

Deposits of Scheduled Commercial Banks Rs crore 2,62,550 


Advances of Scheduled Commercial Banks Rs crore 


Foreign Exchange Assets (excluding gold) 

Index Numbeni of indiiatrial 
Production 
(1980-81 » 100) 

General Index 

S '" ' and Quarrying 
icturing 
Electricity 
Basic Industries 
Capital Goods Industries 
Intermediate Goods Industries 
Consumer Goods Industries 
Durable Goods 
Non-Durable Goods 

Foreign Trade 


Rs crore 
USSmn 


1,46.025 

Latest 

Week 

12-2-1993 

13,486 

5,131 

Latest 
Month 
(Oct 92) 


Month 

\bar 

1992 

1991-92 

1990-91 

1989-90 

1988-89 

3,631 

45,790 

38,771 

49,560 

34,486 

37,457 

28.959 

(1.0) 

(14.9) 

(12.3) 

(18.5) 

(14.9) 

(19.4) 

(17.0) 

4,483 

11,534 

16,643 

24,589 

23,048 

20,676 

12,105 

4,061 

33,314 

2I.9IC 

24,173 

21,443 

23,822 

20,395 

-327 

1,314 

-3,104 

10,098 

1,915 

-149 

1,128 

885 

39,487 

31,792 

38,217 

25,583 

26,809 

21,897 

(0.3) 

(17.7) 

(1.3.8) 

(19.8) 

(15.3) 

(19.1) 

(18.5) 

3,545 

25,031 

20,433 

9,291 

14,848 

16,734 

12,470 

(2.5) 

(20.7) 

(16.3) 

(8.0) 

(14.6) 

(19.8) 

(17.3) 

-370 

2,400 

-1,325 

10,223 

-1,383 

-795 

-646 

-162 

858 

-590 

3,383 

-1,137 

-1,354 

-886 


Averages for* _ Wiriation (per cent) _ 

1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 1987-88 


Balance of Trade 

Employment Exchange Statintica 


Number of Applicants on Live Register 
Number of Registrations 
Number of Vacancies Notified 
Number of Placements 

National Income 

Gross Domestic Product (current prices) 
Gross Domestic Product (1980-81 prices) 

Per Capita Income (1980-81 prices) 


100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 8.5 

8.6 

8.7 

7.3 

11.5 

215.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0 (2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

11.4 

278.4 

261.7 (4.5) 250.5 (7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

39.4 




3.8 

5.4 

9.9 

5.6 

16.4 




. . 17.4 

22.4 

7.0 

15.9 

20.5 




6.1 

4.3 

11.5 

4.8 

23.6 




. . 10.4 

6.3 

4.2 

6.5 

2.6 




14.8 

1.7 

!2.0 

7.8 

21.0 




9.4 

7.5 

2.5 

6.2 

Unit 

Latest 

Cumulative for* 






Month 








(Nov 92) 

1992-93 

1991-92 1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Rs crore 

4.206 

33.053 

26,012 43,978 

32,553 

27,681 

20,232 

15,674 




(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Rs crore 

5,209 

41,881 

29.410 47,813 

43.193 

35,416 

28,235 

22,244 




(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Rs crore 

-1,003 

-8.828 

-3,398 - 3.835 

-10,640 

-7.735 

-8,003 

-6,570 


Latest Cumulative for* 


Unit 

Month ' 


' 







(Sep 92) 

1992 

1991 

1991 

1990 

1W9 

1988 

1987 

Thousand 

37,171 

37.171 

36J)98 

36.300 

34,632 

32.776 

30,050 

30347 

Thousand 

537 

4,188 

4,862 

6,238 

6,541 

6376 

5,963 

5,465 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Tht-jsand 

20 

180 

197 

254 

266 

289 

330 

360 

Unit 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

198637 

1985-86 

Rs crore 



3,50,899 

2,94,765 

2.60.03 

2,33,799 

2,08,533 

136,723 

Rs crore 

2,21,168 

(4.2) 

2.12.316 

(1.2) 

1,88,009 

1,70,205 

1,63,271 

136,566 

130,433 

134,865 

Rupees 

2,222 

(2.2) 

2,174 

(-1.1) 

2,069 

1,902 

1,871 

1344 

1313 

1,790 


* Up to the latest month for the current year and for corresponding period last ymr. . . Not available. 

Notes: (I) Superscript numeral denotes month to which rigurc relates, e g, suiierscript' indicates that the rigurc is for January and to on. 
(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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Calcutta Diary 

AM 

The money reportedly set aside for completion of the structure of 
the Ram Lala at Ayodhya could rehabilitate, several times over, the 
hundreds of thousands of villagers threatened with displacement 
because of the Narmada Valley-Sardar Sarovar projects. The 
ecological ideologues should be bemused no end at this wholesale 
disruption of the nation’s economic and social agenda by the 
devotees of Hindutva. But irrational religiosity can be challenged, 
not by non-political greenpeaceniks, but only by an ideology 
based on rational processes of thought and backed by class power. 


IMPOSSIBLE to shake it off, Gresham’s 
Law is for ever. Great causes stumbte mid¬ 
way, but undertakings of dubious creden¬ 
tials continue to flourish. According to 
rumours that are afloat, the barricades of 
resistance against the Sardar Sarovar and 
Narmada dam projects have weakened; at 
least the fervour of protest is no longer 
as deep as it was some seasons ago. Per¬ 
haps. following the Morse report and one 
or two diplomatic gestures on the part of 
the World Bank, the movement is now 
caught in two minds. The fissure within 
its ranks conceivably did not happen on 
its own; it was engineered, and with clever¬ 
ness. The strategy of divide and triumph 
belongs to the same genre as that of divide 
and rule. Even so, there is not much 
mileage to be had any more in heaping all 
the blame for things going awry on the 
evil legacy left behind by the wretched im¬ 
perial rulers. Schisms have a genealogy in 
this neighbourhood which reaches way 
back into ancient history; the overt con¬ 
tributions of the imperialists are of 
marginal significance. Subjective factors 
in fact play a much bigger role in the crea¬ 
tion of splits and divisions. Consider, at 
random, any movement involving so- 
called public interest issues. It begins with 
noble intentions, good people come 
together, they know their mind, they are 
steadfast in their objective, the movement 
gains momentum, young people; their in¬ 
tellect aglow with idealism, chuck their 
studies or jobs and gravitate toward the 
cause, the intensity of their commitment 
induces even detached eyes to be filled 
with tears, there is much hymnal singing 
of invocations of the we-$hall-overcome 
genre. The. mobilisation of public support 
is helped in the beginning by the fairly 
widespread sense of disenchantment with 
established political formations. 1b sug¬ 
gest that the young ones are no longer stir¬ 
red by the passion of ideology will be 
somewhat of an exaggeration. No; passion 
is not dead, it is only that it does not get 


ensnared that easily by the charms of con¬ 
ventional goings-on. It is in a sense a re¬ 
run of what happened in the late sixties. 
Streams of young people, in both town 
and country, were unable to reconcile 
themselves with the predictable, often 
cliche-ridden genuflections of the older 
generation of devotees to the Marxist 
cause. They chose to break away. They 
constituted a separate, avanl garde com¬ 
munity of day-dreamers. Th^ took pride 
in their purity, and perhaps did not stop 
to think that the conventional crowd too 
had felt proud, for precisely the same 
reason, two, three or four decades ago. 
The day-dreamers are in ail seasons an im¬ 
patient lot; more so if it is early spring. 
Their bubbling youth hustles them into 
leaving the beaten tract. Breaking away is 
however an awesome process, akin to the 
splitting of the neutrons: the more they 
split, the greater is the explosive potential 
of the elementary particles reached out to. 
The past thirty years have seen an unend¬ 
ing procession of tearing away from one 
another by groups and individuals who 
nonetheless have kept swearing by Marx¬ 
ism Leninism-Maoism. On each occasion 
a parting took place, the agony accompa¬ 
nying the act was sincerest, and yet a cer¬ 
tain inevitability attached to the mecha¬ 
nism of schism. The cause had to be 
rendered purer, the goals had to be con¬ 
stantly re-appraised, the old baggage of 
practices needed to be discarded and 
substituted by new ones; hang-ups and 
revolutionary praxis did not ever go 
together. 

Many of these young people, who 
spurned the trodden path, led, for years 
on end. a fugitive existence. They arraign¬ 
ed themselves against the established 
system of law and order; they learned to 
rough it out and were, both physically and 
psychologically, prepared to continue in 
this manner, in case necessary, for, they 
would have said, a whole millennium. 
Their sacrifices knew no bounds; their 


courage and grit were invested with 
strength of an extraordinary quality. 

Not all such groups were equally suc¬ 
cessful even in terms of the criteria they 
SCI for themselves; most of them have ac¬ 
tually not been successful at all. Several 
of them have disintegrated. The People's 
War Group in Andhra Pradesh, currently 
much in the news, has had more success 
than most of the rest. 1 his fact does not 
by itself imply that similar other forma¬ 
tions. not as successful, do not deserve 
regard or consideration, or that their 
devotion to the cause or causes they have 
attached themselves to are of a lesser order, 
of significance. 

And yet. what is the point in not calling 
a spade a spade, a substantial number of 
those belonging to these groups have been 
victims of the malady of splittism. There 
is a pattern of repetitiveness in what lakes 
place Long, very long, theses, replete with 
involved narrations of dialectical disputes, 
are prepared to justify a further parting 
of ways: x expels y, y expels x. the two oc¬ 
currences happen almost simultaneously, 
or within a very short interval of time. It 
simply will not do to question the integrity 
of the ideological stance x or y has assum¬ 
ed. But a parallel phenomenon is also at 
work, the gradual ascendancy of the ego 
factor, the coagulation of an attitude of 
mind which assumes more or less the 
following form: my premisses, the pro- 
ces.ses of my reasoning and, therefore, my 
conclusions are axiomatically superior to 
yours, period. The abstraction described 
as consciousness is really a compendium 
of memories filtering through the genera¬ 
tions. The snobbery of ideological 
sophistication too is an inheritance. The 
primogeniture can be traced back to the 
grammarians who dominated the pro¬ 
ceedings of royal court.s, in this country 
and elsewhere, a couple of thousand years 
ago. In that distant epoch, grammar was 
considered to be tlie elan vital of language, 
language in any case was the basic ingre¬ 
dient of thought, thought was synony¬ 
mous with ideology. The Marxist cliche 
does not lo.se its impon merely because 
it is a cliche: in any society, the idea of 
the ruling classes emerges, inexorably, as 
the ruling idea. It is therefore no surprise 
that the fastidiousness of grammar, 
flaunted in the days of yore, has continued 
to influence the dialectical logic of revolu¬ 
tionary groups in current times. By an 
identical process of rea.soning, the ideas 
of leading comrades too become the 
leading ideas within each revolutionary 
group. In case there happens to be more 
than one aspirant to leadership, or two 
comrades with about equal force of per- 
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tonality, the parting of ways becomes in¬ 
evitable. Any suggestion for adjustment 
and compromise i.v sinrishtaway ruled out 
because of the factors involved. 

Besides, oeie/Tnini'-fy; and nrulliple choices 
do not go together. 

In an artibience where, because of par¬ 
ticular circumstances, philosophical 
wanderings begin to supplant revolu¬ 
tionary praxis, leading men cannot avoid 
the destiny of donning the role of leading 
squabblers. And that is how the trouble 
starts. The moment speculation tends to 
edge out practice from the roster of 
revolutionary chores, splits c nerge as the 
concomitant reality. The •''Ciple's 
Group, aforementioned, is '-•'itfiout ques¬ 
tion the most cohricnt —iut'] ia that sense 
(he most power fni—nmong the radical left 
groups still active in the country. Rut it 
too is riven by bitter internal disputations. 

As the difficulties currently being en- 
counteied, according to reports, by 'social- 
activist' groups, such as the protesters 
against the Narmcda Valky-Sardar Sarovm- 
projeas, suggest, even supposedly non¬ 
political formations are unable to escape 
from the canker—if you want to call it 
that—of subjectivism. They too split, and 
on account of the clash of personal egos. 
A gloss is sought to be put. with evident 
sincerity, on the rupture; it is blandly 
described as the outcome of divergence in 
philosophical approaches. More often 
than not. these .so-called philosophical 
divergences have mundane roots, such as 
differing views on whether the nature of 
the movement should not gradually ap¬ 
proximate to that of non-government 
organisations in the fVestern countries and 
in countries heavily influenced by the 
managerial ideology of the West. Or the 
differences could arise on the question of 
acceptance of foreign funding, or whether 
the campaign should continue within the 
geographical confines of the country or 
should be carried to within the citadels of 
such institutions as the Mtorld Bank, given 
their vast clout to do good or evil because 
of their capability to offer unlimited 
financial backing to environmentally sen¬ 
sitive projects. Underlying these debates 
are often crass subjective considerations. 
That they ihem.selvcs are also afflicted by 
such problems ought in fact to provide 
cheer to the ecological groups, for it is a 
tribute to their tenet, namely, environment 
makes the man/the woman/thc person: if 
society as a whole is patterned by the clash 
of egos, how do the environment groups 
then prevent their members from going on 
ego-trips? 

It is however possible to reach a dif¬ 
ferent kind of conclusion from this medley 


of happenings. Once the kicaliau discover 
to thdr mortification (hat, alas, there is 
no pure cause; even supposedly non¬ 
political endeavours am tint^ by the bane 
of subjectivism, and, in the final analysis, 
the seizure of power is what matters even 
in such arenas as the battle over ecological 
purity, they might as well decide to trek 
back to the fold of poUtical activism. The 
concern for environment, some of them 
might perhaps begin to atoit, cannot by 
itself attain the stature of a whole 
ideology. The preservation or destruction 
of nature is an issue inseparable from con¬ 
siderations of the profit motive in an 
ambience which breathes the free market 
philosophy. If not anything else, the con¬ 
troversies raging over the Sardar Sarovar- 
Narmada Vhiley projects would have at 
least revealed the basic reality of the en¬ 
vironmental battle: it too is a manifesta¬ 
tion of the class war; only mobilisation 
along class lines can frustrate the enemy. 
If such be the case, why not volunteer to 
join active combat in the class war itself? 

A by-product of a tnun of thought of 


this nature activising itself could be the 
accumulation of a feeling of revulsion 
against the tempie-builden. The money 
reportedly set aside for completion of the 
structure of the Ram Lala could reha- 
bilitare, several times over, the hundreds 
of thousands of helpless villagers 
threatened with displacement because of 
the Narmada VUley-Saidar Sarovar pro¬ 
jects. The ecological ideologues should be 
bemused no end at the spectacle of the 
wholesale disruption of the nation’s 
economic and sodal agenda by the 
devotees of Hindutva. The catechism of 
flrst things first has thereby been rendered 
into one of woist things fiist; primal emo¬ 
tions are threatening to waylay the |»o- 
cess of reasoning. Non-political green- 
peaceniks cannot obviously make any ad¬ 
vance against such forces of primitivism. 
Irrational religiosity can be challenged 
only by an ideology based on rational pro¬ 
cesses of thought and backed by class 
power. One learns this the hard way; the 
tribulation is worth it as long as the lear¬ 
ning percolates where it ought ta 
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POLICY RMYrNOTES 


Priorities for Financial Reform 

D N Ghosh 


It is only by taking the debate on financial reform to a wider 
forum that we can in the medium term hope to develop a 
financial structure which is efficient and institutionally capable of 
putting through the reform process and serving the diverse needs 
of the real sectors of the economy. 


THE issuing of guidelines by the Reserve 
Bank of India allowing the- entry of 
private sector banks has been hailed as an 
important step in the financial reform 
process, but do the measures taken and 
announced so far add up to a credible and 
consistent package? What should be our 
set of priorities? 

First, efficiency in the payment mecha¬ 
nism has to be the major premise in any 
financial reform programme. Transactions 
occur all over the country, every minute, 
every hour and every day; clearance of 
cheques or delivery of share scrips or unit 
certificates or sale of goods and services: 
there is always some lurking uncertainty 
about the promptness and correctness of 
these settiments. This affeas every aspect 
of the real sector of our economy: the 
millions of private entrepreneurs, small, 
medium and large industrial houses and, 
most importantly, the household sector, 
who supply the bulk of our savings. The 
payment mechanism is what one could 
call the ‘wiring and plumbing’ of a house 
We have to attend to it with the minutest 
care and if we fail and something goes 
wrong, the building could be razed to the 
ground with uncontrollable fury. The 
payment mechanism cannot be improved 
only by changing the technology or the 
system: as all of us are painfully aware, 
our work ethic and culture have to under¬ 
go appropriate changes. It is a pity that 
we fight shy of grappling with this and are 
virtually driven to reconcile ourselves to 
national tolerance o' inefficiency. 

Second, we have to give positive indi¬ 
cations that we stand committed to our 
banking system continuing to support the 
crucial sectors of our economy: a massive 
thrust in a much larger measure for the 
extension of credit to agriculture, agro- 
based industries, small industries and self- 
employed categories. There is pessimism, 
not wholly unwarranted, that these sectois 
may not in future continue to get the 
attention they deserve. The recommen¬ 


dation of a reduction in priority sector 
lending is a confusing signal. Conces¬ 
sional lending from the banking system 
to a particular sector may or may not be 
justified; that is a matter of debate; but. 
certainly, it is poor logic to link the issue 
of concession in interest rates with the 
need for continuation of supportive credit 
for certain sectors through non-market 
selective intervention; that need remains 
as paramount today as it ever was. 

“niird, each financial unit must on its 
own and/or with outside help, if required, 
uke a dose look at its own insides to build 
up its competitive ability and efficiency. 
There should be no compromise on 
standards of risk management, asset 
quality, financial prudence and liquidity 
management. The time-honoured basics 
have to be restored. There is no soft option 
for achieving this. There is no doubt that 
this would provoke the interests affected 
within each bank and we have to contend 
with these forces if our reform process is 
to succeed. We should not allow ourselves 
to suffer from the delusion that structural 
changes in the banking system through 
mergers and acquisitions or the establish¬ 
ment of a large number of private sector 
banks or unrestricted entry of foreign 
financial firms or foreign banks would 
generate a healthy competitive climate and 
will somehow improve the operating 
efficiency of our domestic banks. This 
would not only not happen but the 
delusion may lead up ultimately to a 
situation where we dig the grave for our 
own public sector banks. 

Fourth, on asset quality, the set of 
measures suggested by the Narasimham 
Committee liave to be put through quickly. 
In particular, we cannot delay putting in 
place a supporting legal structure which 
enables banks and financial institutions 
to have simpler and quicker procedures 
for the recovery of their dues. This has 
been under discussion for years and 
something needs to be done urgently. 


Also, for hoos; 'v. ti-tanre institutions, 
we need quick 'cit,:' 'v.'fures for fore¬ 
closure and cvicito:!, o: Jici wise we would 
be facing in coursi. of time similar 
problems in .mousing i.ince a.s we are 
facing toiUv 'u the t-ecUn. 

Fifth, on e capit: > :i.. ji.ei side, three 
areas arc K e.:i sag a.u .snould continue 
to receive sorciai eiteniion: capital 
adequacy for oroker;.. liisclosure require¬ 
ments in an enviro;ii<'ie!i: of growing 
disinteriiicdiatiOVi aie’. .separate mutual 
funds regulations. W tuii is happening in 
the capital marke,’ is inuit ative of the kind 
of alliances of vested interests that form 
thetn.selves io (ru'f-'ajc even the preli¬ 
minary stco- tow. !.: i'lform. 

lJnderb'-..!i' I'i (’‘vs;' reform measures 
is the expeci.'i'it'n Om the market parti¬ 
cipants wodlo by and l.ogc ieain to respect 
the integrity of credfi' the c'liics of the 
financial system. Wl.il" •.'ornmeirial banks 
are progre.ssfvely i<vsi.';|.t iheir primacy as 
the principle' ctive f:.'i;i!n ial intermedia¬ 
ries, a large number oi aiovr financial 
service companies, pti/itt ^>'.^.t(>r banks 
and mutual funds will dominate the scene 
A wclhdiversificd systcir; winch would 
help increa.se the ra>c of saving and 
investment flows is a a-clcome develop¬ 
ment. but we cannot countenance a 
situation where there is a distinct potential 
threat of a dilution of credit discipline 
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The growing disintermediation of the 
banking system and the simultaneous 
emergence of intermediation through 
non-banking financial companies and 
mutual funds underlines the urgency of 
a well-denned, objeaive and independent 
credit rating system under the surveillance 
of the Securities and Exchange Board and 
the Reserve Bank, investors have to know 
the quality of the instruments they are 
putting their money in. Indian companies 
which are trying to have global recog¬ 
nition must submit themselves to this 
discipline Foreign investors would look to 
evaluate the credit quality of their part¬ 
ners. Mutual funds would have to use this 
as an important input in their.risk mana¬ 
gement decisions, in particular to dis¬ 
courage investments in areas with poten¬ 
tial threat to a sound and stable money 
market. A culture which emphasises the 
integrity of credit must be made to replace 
a culture where no rules ate respected 
other than what are considered sacrosanct 
by the market participants. This applies 
certainly to the commercial banks, but 
equally importantly to the para-banking 
institutions as well as the entire corporate 
sector. 

Finally, we must work towards a 
revamped supervisory system. The growth 
of a large number of banks and para¬ 
banking institutions, mutual funds and 
different types of allied financial service 
companies is increasing the risks of 
systemic damage. The interdependence 
among them has to be looked at and 
supervised as a whole The interweaving 
of relationships among them and between 
them and their clients has grown enor¬ 
mously in complexity. While this helps 
towards the evolution of an integrated 
market, it also simultaneously increases 
the risks of volatility in the event of any 
sudden and uncontrollable failure of any 
large financial service company, not 
necessarily a bank. We all know of one 
of the worst liquidity crises of the century, 
the secondary banking crisis in the UK in 
1973-74 arising in the wake of a depressed 
property market which followed a boom 
in which all fringe banks j(corresponding 
to our financial service companies) were 
involved and threatened in the process to 
drag down the major clearing banks. That 
the crisis was averted was due to the 
imaginative leadership of the Bank of 
England and understanding co-operation 
from others in the financial system. The 
situation that is developing in India calls 
for the strengthening of the quality of 
supervision under the leadership of the 
Reserve Eank of India. 


However, a few aspects of supervisory 
policies and procedures need special 
mention. First, a climate of greater 
competitive flexibility cannot be generated 
if we reduce supervision to a series of 
formulas or ratios. Steps for systemic 
stability, for taming of speculative excesses 
and development of procedural norms 
should emerge through a participative 
culture which does not hinder growth and 
creative impulses. Second, steps needed to 
curb the mistakes and misde^s of a few 
should not automatically be made appli¬ 
cable to all in the system. The strong and 
well-managed institutions must have the 
benefit of preferential treatment. Third, 
the less regulated para-banking insti¬ 
tutions are increasingly resorting to 
procedures and practices which have 
repercussions on the relatively sound and 
healthy institutions; such unhealthy 
competition, which is a matter of systemic 
concern, cannot be encouraged on grounds 
of competitive culture or the ‘level playing 
field’ argument. 

The structural adjustment process in 
our financial system is not something new 
in our financial history. Ihiking of recent 
times, over the last four decades we have 
had several crises which the system has 
tackled with imagination. We inherited a 
shattered system after the second wocid 
war and had restored it to some sort of 
stability by tte end of the SOs. In the early 
60s, in August 1960, we had the Palai 
Bank crash and the system responded to 
it by providing a safety net in the form 
of deposit insurance and by a surgical 
process of compulsory mergers. While the 
system, thus strengthened, was encoura¬ 
ged to expand throughout the 60s, another 
disquieting development overtook us. The 
clientele of the private sector system 
became extremely narrow, stagnating 
throughout the 60$ at the level of only 
about 1.1 million, failing to meet the 


rapidly growing expectations of diverse 
sectors, particularly agriculture and the 
agro-based sectors. Nationalisation of the 
major banks was the response to that 
situation: a structural change and reform 
process strategically conceived with 
political will and support for deepening 
and widening the financial intermediation 
process. Today, in the changing environ¬ 
ment, we recognise that the system has to 
be made efficient and disciplined to 
respond to the genuine needs of the real 
sector. 

The reform measures cannot be put 
through without pain or without waging 
a relentless struggle against the interests 
affected, in the capital market there ate 
attempts to reform the antiquated and 
archaic .system where the private market 
operators think that they know best and 
are least mindful of larger investor 
interests. Not unexpectedly, this is 
cementing an alliance of vest^ inteiests 
who wish to continue to thrive on their 
unethical practices in the name of free 
marketism. A different kind of vested 
interests will emerge in the commercial 
banks and Tinancial institutions to frust¬ 
rate reform efforts towards better opera¬ 
tional efficiency as we start probing their 
insides. 

We have an interesting time ahead for 
the regulatory authority: a phase of tran¬ 
sition where we have to defreeze the un¬ 
imaginative controls in certain segments 
and devise and enforce new parameters of 
regulation. The task is unenviable, it is 
only by taking the debate to a wider 
forum, with the full commitment of 
political and administrative resources, that 
we can in the medium term develop a 
financial structure which is institutionally 
capable and efficient to put through the 
reform process and serve the diverse needs 
of the real sector. 


DANIEL TdORNER MEMORIAL LECTURE 

Readers of Economic and Political Weekly are cordially invited to 
attend the Fifth Daniel Thorner Memorial Lecture to be held at the 
Madras Institute of Development Studies (79 Second Main Road, 
Adyar, Madras 600 020) on Tuesday. March 16, at S pm. Dr Jacques 
Pouchepadass, Director of the French Institute in Pondicherry, will 
speak on ‘Colonialism and the Environment: The Indian Case' with 
special attention to nineteenth century British policy in the Central 
Provinces. Professor A Vaidyanathan will preside 
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COMMENTARY 


Limits and Consequences of 
Literacy Programmes 

Sadhna Saxena 


There is a big difference between what literacy means to the 
instructors and participants of the government’s literacy 
programmes and the literacy which was the concern of the Andhra 
Mahasabha aaivists of the 1940s in Telengana or of the Naxalite 
activists in Bastar today. And increasingly, it is clear that literacy 
programmes are sustainable only in societies which are undergoing 
transformations. 


A DISCUSSION on adult education and 
adult literacy had been organised on 
Literacy Day with the undergraduate 
students of a college in a small town of 
Madhya Pradesh (the name of the town is 
not important since it could be any 
mofussil town or ‘kasba* in any under¬ 
developed area of the country). Many of 
these students were NSS volunteers who 
had recently participated in the ‘each one 
teach one’ programme using the literacy 
kits supplied by the State Resource Cen¬ 
tre. Most of the students were from the 
business community or sons and daug.h- 
ters of government servants. A few 
students were from the surrounding 
villages though, it is only boys from the 
landed families who manage to enter 
college from rural areas. Despite the area 
being a predominantly agricultural area 
hardly any of these students belonged to 
labourers’ families or even to small farmer 
families. Interestingly, one or two dalit 
boys were there, possibly because of 
benefits of reservation and scholarship. 

During the discusssion, the students 
stated their perceptions of why the poor 
and the illiterate should be made literate. 
Some of the reasons were: they would 
become more aware, rational, less supers¬ 
titious, produce fewer children, follow 
modern agricultural practices to increase 
production, etc More than 25 such 
reasons were listed. The usual populist 
perceptions of the poverty illiteracy- 
backwatdness-hunger nexus dominate 
their thinking. How have the illiterate 
responded to their attempts to make them 
literate? Barring a couple of encouraging 
experiences, the general response was that 
they just do nut want to improve their lot. 
A dalit boy got up hesitatingly and tried 
to .say that the landlords would not allow 
literacy classes in the villages. He spoke 
in the local dialect. Promptly the audimee, 
including teachers, broke into laughter. 
The teachers also looked embarrassed. All 


of them were laughing at his use of 
‘dehati’ language. The very important 
point that he was trying to make was lost. 
Obviously he was saying something 
different from the rest. Recalling the 
reality that he had faced in his own village 
made him quite emotional and agitated. 
In that state he could express his feelings 
only in his native dialect, and that made 
him a laughing stock. Angered by the 
insult the boy again tried to make his 
point. A commotion followed. Promptly 
a couple of teachers and senior students 
rushed to make the boy sit down. They 
wanted the function to proceed smoothly. 
In sheer disgust and helplessness the boy 
gave up. This intolerance and insensitivity 
to a fellow student numbed us. Thereafter, 
efforts to focus the discussion on the 
language issue or the specific point he was 
making, met with stiff resistance from the 
students as well as teachers. Hence, it had 
to be dropped. Was this just insensitivity? 
or a blatant assertion of the superiority 
of the dominant culture and language. 

Continued attempts to probe the 
students’ understanding of the conse¬ 
quences of literacy lead to further ques¬ 
tions. Do you think all the educated 
people have these great qualities? There 
was silence, a very meaningful Silence: Otm 
girl dared to speak out, “No, it is only the 
educated, the literate ones who demand 
dowry and burn brides!' There was si'ence 
again. The moralistic sermons for the 
illiterates often propagated in primers or 
in the media do not leave any scope for 
questioning the hollowness of these stands 
or to find a different set of answers. 
Obviously these were not the students’ 
own views. This had been fed to them, 
maybe, in the immediate past by their 
programme instructors during their NSS 
camp. But what are their own views? 
Unfortunately, by virtue of their being 
college students, the message that gets 
conveyed to them is that they are superior 


to the illiterates whom they have to ‘teach’, 
whether they be experienced farmers or 
agricultural labourers, industrial or 
mining workers, village ‘dais’ or other 
indigenous medicine practitioners, etc. 
Whai is II that makes a literate person 
mure knowledgeable, logical and cogni¬ 
tively more advanced than an illiterate 
story-teller of a remote village, travelling 
around the countryside on foot, with the 
mine of information about the local 
region and its history, past and present, 
that he incorporates in his stories? Or the 
adivasi who knows and recognises innu¬ 
merable medicinal plants in the forests? 
Or the village ‘dai’ (midwife), mostly from 
the ’lower’ castes, who has the skill and 
experience to conduct deliveries under 
extreme conditions of poverty and lack of 
resources? Certainly new knowledge has 
to reach the people. But the question is 
how? And whom? And with what 
intentions? What happens to the know¬ 
ledge that people possess from accumu¬ 
lated experience of generations, passed on 
in the oral tradition? Knowledge that for 
their lives may be more valuable than 
what is available in their primers or 
newspapers. The student volunteers and 
their teachers had never encuiintercd such 
questions. Their smug cotifidence itt their 
own education and ‘knowledge’ to me was 
also illustrative of the wide gap between 
the ‘literates' and the ‘illiterates' 

It would be wrong to assume that the 
‘subjects’ or the ‘targets' accept this 
patronising altitude and knowledge passi¬ 
vely. At most limes they would, well 
realising the social power equation, put up 
the expected behaviour inside the class in 
front of the instructor or the evaluator but 
reject and even ridicule the same outside, 
eventually giving way to a process of 
alienation. One such experience was in a 
training programme for village dais under 
a scheme of the health ministry to train 
indigenous health practitioners formu¬ 
lated in the late 1970s. The perception of 
the doctor conducting the programme was 
that training in hygiene and sterilisation 
methods should be the focus of the 
training. This was partly because he 
thought that these ‘dirty’ women should 
be taught about hygiene and sterilisation 
and partly because he thought there was 
no point teaching these ‘illiterates’ 
anatomy and physiology. (And of course 
he assumed that they knew nothing about 
the internal organs. However, it is perhaps 
important to know that since the chamar 
dais help in the skinning of the dead 
animal they know and conceptually under¬ 
stand more about the internal organs than 
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most of the literates.) Thus the training 
package consisted of a number of sermons 
like ‘wash your hands with soap', ‘use 
boiled water only', ‘sterilise the blade by 
boiling in water', etc Some of the dais 
tried very hard to bring the discussion 
round to the problems they face because 
of their caste background which restricts 
their access to the ‘chulha-bartan’, the 
situations of utter poverty and lack of 
resources that they operate under, or the 
social beliefs about childbirth which 
lesulte in segregation of the mother durir^ 
and after delivery from the test of the 
household and she is put in the cattkshed. 
They were very articulate arid forthright 
in their espression, “Soap is an unheard 
of luxury in most of the houses of the 
poor", “and how do we boil' water with 
when fuelwood for even cooking food is 
such a problem” they said. However, the 
doctor-instructor dismissed these issues as 
irrelevant and continued his monologue. 
The mood of the class changed and now 
the dais started nodding their heads and 
repeating the instructor’s instructions 
when asked to. The question “What 
would you say when the health director 
comes?’’ evoked the response “We will 
wash our hands with soap, use boiled 
water, etc.” All parroted in a light vein. 

These and several other questions have 
been in the back of my mind in a conduct¬ 
ing a study of literacy theory and practice. 
My own field experience in Hoshangabad 
district of Madhya Pradesh has focused 
my attention on trying to understand the 
limitations and consequences of literacy 
and adult education work. Literacy has 
often been projected as a certain cognitive 
skill whose presence or lack could deter¬ 
mine the economic well-being as well as 
social progressiveness of a society, it gets 
presented as a solution to very complex 
socio-economic and political problems. 
Brain V Street,' while discussing the 
theory of literacy, has proposed two 
models. One is the ‘autonomous’ model 
according to which literacy by itself is 
supposed to bring about a fundamental 
change in the human societies which 
include changes in social and economic 
relations, cognitive abilities, rationality, 
abstract context free thinking, etc “The 
model assumes a single direction in which 
literacy development can be traced and 
associates it with ‘progress’, ‘civilisation’, 
individual liberty and social mobility... It 
isolates literacy as an independent variable 
and then claims to be able to study its 
consequences!’ It also assumes a single 
type of literacy which is ‘neutral’ and 
merely a 'technical skill’. “The homogeni¬ 
sation of such variety, which is implied by 
the statistical measures and the economic 
rcductionism of these approaches, fails to 
do justice to the complexity of the many 
different types of literacy practice 


prevailing in different cukurea” Street 
asserts that Jack Goody, a leading scholar 
among many anthropologists, sociologists 
and linguists who has written extensively 
on literacy and its consequences, “over- 
sutes the significance that can be attri¬ 
buted to literacy in itself, understates the 
qualities of oral communication, and sets 
up unhelpful and untesUbte polartties..!* 
Street also challenges the argument of 
'increased rationality’ and logical thin¬ 
king. Methods to evaluate or demonstrate 
rationality and logic are almost impossible 
to set up across different social groups, 
“...the ‘rationality* debate is itself 
embedded in irarticular ideological and 
political contexts.” 

The alternative model that he proposes 
is the ‘ideological model’. This model 
emphasises a strong relationship between 
the meaning of literacy and the cultural 
ethos of the society it is onbedded in. The 
two cannot be isolated or separated. He 
argues, that the use of this model 
enables us to see more clearly the 
underlying theoretical assumptions in 
writing on literacy, to recognise cleavages 
in the field, to expose hidden contra¬ 
dictions and to begin the work of cross- 
cultural comparison and generalisations 
on the basis of a worked out model of 
literacy. 

This model has the following characteri¬ 
stics: 

(1) It assumes that the meaning of 
literacy depends on the social institutions 
in which it is embedded; 

(2) Literacy can only be known to us in 
forms which already have political and 
ideological significance and it cannot, 
therefore; be helpfully separated from that 
significance and treated as though it were 
an ‘autonomous’ thing; 

(3) The particular practices of reading 
and writing that are taught in any context 
depend on such aspects of social structure 
as stratifkation and the role of educa¬ 
tional institutions; 

(4) The process whereby reading and 
writing are learnt are what constructs the 
meaning of it for particular prac'itioners; 

(S) Vik would probably more appropriately 
refer to ‘literacies’ than to any single 
‘literacy’; 

(6) Writers who tend towards this model 
and sway away from the ‘autonomous’ 
model recognise as problematic the 
relationship between the analysis of any 
'autonomous', isolable qualities of literacy 
and the analy.sis of the ideological and 
political nature of literacy practice. 
There is an inherent contradiction in the 
autonomous model. Since literacy is 
treated as a technical skill, surprisingly its 
socio-psychological aspects never get 
emphasised, even though it is expected to 
bring about fundamental changes 
itself. “More and more people no longer 
think of learning to read as acquiring a 


mere technical skill, but as a process 
implying values, forming mentalities and 
leading to economic,, social and political 
consequences.” But these become funda¬ 
mental structural changes which no ^- 
establishment or pro-state or pn-salaus 
quo machinery can afford to venture into 
without inviting immediate opposition 
and censure. And how would this process 
start anyway? 

lb sum up, two very distinct point of 
views have emerged, and have been ex¬ 
pressed by various people on the basis of 
their studies of societies which, according 
to them, are transforming from oral to 
written cultures. According to one view 
literacy brings about a total change in 
human beings, makes them scientific, 
civilised, politically aware, rational and 
has a positive effect on their cognitive 
abilities. In this perspective, literacy, 
inadvertently or intentionally, acquires the 
status of an independent variable which 
by itself brings about fundamental dianges 
in the society. The other point Of view 
explores the question of literacy in a 
cultural, socio-economic and political 
context. Here the question is iink^ to the 
need and the utility of literacy as part of 
creative forces released by social changes. 
There is ample evidence which substan¬ 
tiates the view that literacy programmes 
are sustainable only in societies which are 
undergoing transformations. 

In India, attempts at literacy have a 
long and chequered history during post 
as well as pre-independence preiods. 
Broadly speaking there have been three 
types of efforts. Firstly, there have been 
literacy drives launched or sporisored by 
the state. Then there have been intensive 
but localised efforts by voluntary groups. 
And thirdly, there have been mass-based 
efforts in the context of larger socio¬ 
political movements. One is av.'are that 
this may not be a very watertight or 
exha'ustive categorisation, however it may 
serve as a useful beginning point for q 
comparative study of a wide variety of 
efforts. As the example narrated earlier 
detnoii^rates. the literacy that the students 
and the NSS instructors of the mofus.sil 
college talk of and the literacy that was 
the concern of the Andhra Mahasabha 
activists of the 40s in the Telengana area 
during repressive Nizam regime, may not 
be the same thing. In pastar, the Naxalite 
movement has among other things made 
health and education its concern. When 
in March, 1989 the police shot dead a 
24-year old woman activist Kussum 
Rajakka in 'an Encounter’ in a village in 
interior south Bastar, they found that 
apart from her gun and ‘extremist lite¬ 
rature*, she was also carrying a plastic 
roller blackboard and pieces of chalk. She 
was known to condua literacy classes in 
the tribal villages where possibly no other 
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agency, governmenul or voluntary, had 
reached. But the official and the media 
agencies cannot recognise these efforts as 
literacy. These examples illustrate the 
methoidological necessity of identifying 
the socio-political context of the literacy 
effort. 

Another problem area has been the 
need to identify the factors which condi¬ 
tion the response of the people to the 
literacy material being used, or in turn 
determine or help in improvising the same 
People learnt reading and writing by 
attending literacy classes organised 
Andhra Mahasabha activists in the villa¬ 
ges of Nalgonda and Warangal districts 
using Golkunda Patrika, a Telugu 
newspaper, which used to be-smuggled 
into the Telengana villages from Hydera¬ 
bad in the 1920s and 30s since Telugu 
papers were cither looked upon suspi¬ 
ciously or banned by the Nizam regime. 
In a different situation, it would be 
interesting to know how the workers and 
their families living in bastis of Bhilai 
respond to the posters condemning the 
Bhilai firing on workers or the murder of 
Shankar Uuha Niyogi put up by the 
Chhattisgarh Mukti Morcha alongside the 
official posters or wall writing of the Durg 
Total Literacy Campaign. Does it 
condition their response to the campaign? 
Similarly, when an over-enthusiastic 
collector of Narsinghpur district orders 
his forest officers and guards to conduct 
literacy classes how did the villagers look 

TRIPURA 


IN an unprecedented move on February 
12, the Election Commission ordered the 
postponement of the Tripura assembly 
elections (scheduled to. be held on 
February IS) till April 3. The notification 
issued 1^ the chief election commissioner 
stated that there was a steady deteriora¬ 
tion in the law and order situation of the 
state since the formal notification of the 
election on January 12 and the state 
government had not taken any effective 
steps to improve it. According to the Elec¬ 
tion Commission, a free and fair poll was 
not possible in the state under the existing 
conditions. Earlier, on February 8, the 
Commission had asked the state govern- 


upon it? What is the poor peoples 
relationship with the forA>t people at least 
in MP? Several investigations conducted 
by the social and civil liberties organi¬ 
sations, over the years, reveal a picture 
which is not as innocent as probably the 
collectors would have us believe. There are 
innumerable instances of forest guards 
and officers brutally beating up, killing 
and maiming the villagers, raping and 
molesting women on charges of petty 
timber thefts. They threaten and beat up 
people, terrorise them in the isolated 
forests check-posts. Ironically, these very 
officers, in connivance with the local 
contractors, politicians and landlords, sell 
off truckloads of precious timberwood 
illegally. We have documented horrifying 
story of one poor adivasi, who went to a 
forest area in Narsinghpur district to 
coIIm firewood and was shot dead by a 
forest ranger, his dead body carried to the 
nearest police station, about 40 km away, 
hung on a bamboo like an animal, with 
his arms and legs tied to the bamboo and 
the rest of the body swinging in the air. 
Do such people qualify as literary teachers? 
Why are such questions not discussed in 
the context of literacy? Are we not 
oversimplifying the literacy discourse? 
Whose interests does it serve—inadver¬ 
tently or intentionally? 

Note 

I Brian V Street, Liieracy in Theory and 
Practice. Cambridge University Press, 1984. 


ment to take effective steps to check the 
deteriorating law and order situation in 
Tripura so that the elections could be held 
on February 15 as scheduled; but it found 
that the measures taken by the state 
government were highly inadequate. After 
receiving reports from the chief electoral 
offtcer, the state government and the 
union government, the Commission felt 
that it had no option but to postpone the 
polls in Tripura. 

Several reasons were ottered by the 
Election Commission for the postpone¬ 
ment of the elections. According to the 
Election Commission, there were several 
cases of violent clashes between the 


workers and leaders of different political 
parlies in Tripura and lethal attacks on 
rival parly workers and supporters. There 
were instances of ar.son and destruction 
of parly offices and ca.ses of bomb explo¬ 
sions in which people were seriously 
injured. Based on siaiisiics available till 
February II, the Election Commi.ssion 
stated that there were 70 incidents of pre- 
poll violence in the state in which eight 
people had died and 122 had been injured. 
It felt that the deployment of paramilitary 
forces only four d^s before the election 
was not going to lead to a drastic improve¬ 
ment in the situation. The Election Com¬ 
mission was also of the opinion that the 
argument of the state government regar¬ 
ding the depletion of aimed police forces 
due to their commit rneni to contesting 
candidates was at best an admission of 
their helplessness. The Election Commis¬ 
sion stated that candidates and their 
agents were afraid to move about freely 
and even the observers appointed by the 
Commission had not been able to go to 
their respective constituencies. 

The Election Commission's decision led 
to diverse reactions in the state. 1 he fac¬ 
tion of the Congress(l) which owes 
allegiance to the chief minister of fripura, 
Samir Ranjan Barman, accused the Elec¬ 
tion Commission of being won over by the 
Irft Front-Janata Dal and THPP com¬ 
bine's propaganda against the state 
government and called a .state-wide 
24-hour bandh on February 1.3 in protest 
against the decision of the Election C'om- 
mis.sion. On the other hand, the left 
Front-Janata Dal-THPP alliance against 
the Congrcss(l) and TUJS combine 
expres.sed the opinion that ihe f-!lcction 
Commission’s announcement postponing 
the assembly elections in ihe state vin¬ 
dicated their stand that the political at¬ 
mosphere of the .state was not conducive 
(or free and fair elections. It may be noted 
that they had repeatedly brought to the 
notice of the Election Commission that 
their candidates and supporters and even 
dissident Congtess(l) candidates were 
prevented from campaigning in many 
areas of the state by ihc leaders (including 
Ihe chief minister) of Ihe Congrcss(l) and 
the TUJS. The police and the paramilitary 
forces stationed in the stale were being 
used against the supporters of the Left 
Front and its allies according to them. 
Their election booths and party offices 
were being set on fire and ransacked, their 
workers and supporters were being thrown 
into jails on trumped-up charges and 
bomb blasts by the ruling parties and their 
supporters had killed their local leaders 
and cadres according to the constituent 
parties of the Left Front-Janata Dal and 
THPP combine. They also alleged that 
jobs were offered to people after the elec- 


Postponement of Assembly 
Elections 

The postponement of the elections in Tripura is undoubtedly a 
face-saving measure for the Congress(I) which would have had to 
face electoral defeat at the hands of the 'CPI(M) and its allies. 
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tion was omcially notiricd and known 
Congress(l) and TUJS workers were given 
electoral duties 

Though the left Front and its allies 
have guardedly welcomed the Election 
Commission’s decision postponing the 
elections in Tripura, there is no reason to 
believe that the Election Commissioner 
has turned over a new leaf all of a sud¬ 
den and has started taking the opposition 
parlies' complaints regarding the violation 
of electoral norms by the Congress! 1)- 
TUJS combine seriously with no ulterior 
motive in view. On the eve of the last I^ok 
Sabha elections, BJP candidate irom 
Agariala was shot dead while he was ad¬ 
dressing an election meeting in the heart 
of the city. Criminalisation of politics has 
become a regular feature before, during 
and after every election in Tripura since 
I9KK and the opposition parties have cried 
themselves hoarse trying to attract the 
Election Commission’s attention to it at 
the lime of each election without any 
success. 

Surely then, there is a ‘conspiracy’ 
behind the decision of the Election Com 
mission which has to be unearthed. Since 
the Election Commission's decision 
followed on the heels of the prime 
minister’s second election tour of Tripura, 
it is difficult to discount the speculation 
that the centre influenced the decision of 
the Election Commission as it feared that 
the outcome of the Tripura pulls would 
not be favourable for the ruling party. It 
is true that Tripura is a small state in a 
remote corner of India, but given the 
difficult times that prime minister 
Narasiniha Rao is going through, what 
with the proposed BJP rally in New Delhi 
on February 25, the rumblings of discon¬ 
tent within his own party spearheaded by 
Arjun Singh, the crisis in his party in 
Maharashtra and the following AIADMK- 
Congress(l) alliance in Tamil Nadu, an 
elc'ctoral defeat even in a small remote 
stale can be significant. Besides, in the en 
suing budget session of parliament, the 
support of the l,efl is crucial to the prime 
minister and naturally to sonic, the 
postponement of the elections ostensibly 
on the grounds of the deteriorating law 
and order situation in Tripura may look 
like the extension of an olive branch to the 
l^eft fur the sake of survival. But more 
likely, the postponement of the election 
was a temporary face-saving device for the 
C.'ongrcss(l). faced with the prospect of 
sure defeat at ilie hands ssf the CPI(M| 
and Its elector,il allies The Congress(l) 
probably hoped that the postponement 
would give some breathing space which 
would allow it ir patch up the quartels 
within the parts. Posi{Kmiiig the elections 
was probably thought of as an effective 
tactic fui cooling llu; atdour ot the 


CPI(M) and its allies for unseating the 
Congress(l)-TUJS government. The fact 
that president's rule has not been impos¬ 
ed in the slate so far and Samir Barman’s 
government is being allowed to continue 
in office despite the Election Commis¬ 
sion’s indictment gives credence to the 
view that it was the fear of losing the elec¬ 
tions which prompted its postponement 
in Tripura. The continuing violence by the 
Congrcss(l) hoodlums against the sup¬ 
porters of the Left Front and its allies even 
after the postponement announcement 
and Barman’s desperate bid to stay on in 
power by convening a session of the 
Tripura assembly to pass a vote on ac¬ 
count before the expiry of the tenure of 
his government on February 28 show that 
the Election Commission was not merely 
concerned with the deteriorating law and 


BUREAUCRATIC impediments, it is well 
known, hurl our industry, deter investors 
and make us less competitive in our ex¬ 
ports. How costly are these impediments? 
How exactly do they work? How perva.sivc 
is their influence? We found answers to 
many such questions not while studying 
the tMrhaviour of multinationals, large ex¬ 
port houses or the bureaucracies in the 
north and the south blocks of Lutyen's 
Delhi, but during our field work, over the 
last six years, in a remote village in Giridih 
district, Bihar. 

The village of Nawadih is a nondescript 
hamlet consi.siing of about 1.50 families 
mostly living in neat mud-walled houses. 
I he inhabitants are extremely poor but 
the Loren/ curve of their incomes is not 
as far away from the line of equality as 
in many other parts of India. Most of 
them cultivate small plots of land. There 
arc a few big landlords and very few beg¬ 
gars. The soil is generally very dry but an 
increasing number of dug-wells, l inanced 
by loans of about Rs 20,000 per well, has 
made a visible difference to agricultural 
productivity over the last 15 or 20 years. 
Nevertheless the villagers would probably 
face acute hungci and starvation if it was 
not fur the large-scale migration of young 
men from the village to Calcutta and also 
places like Ranchi and Dhanbad. In 
Calcutta they live in miserable conditions 
on the fringe ol the organised sector but 


order situation in THpura when it decid¬ 
ed to postpone the elections. 

No wonder that the CPI(M) and its 
allies are demanding the immediate im¬ 
position of president’s rule in the state. 
During the last five years, despite the rape 
of democracy in Tripura, president’s rule 
has not been demanded by the CPI(M) 
but desperate situations call for desperate 
remedies. The Congress(I)-TUJS govern¬ 
ment has lost the moral authority to 
govern the state and an election held 
under a caretaker government headed by 
Barman according to them cannot ensure 
free and fair polls in Tripura. The imposi¬ 
tion of president’s rule in the state is also 
the demand of the members of the anti- 
Barman faction of Congressfl) pre¬ 
sumably because they do not want to be 
deprived of the division of the spoils. 


remit money, enough for their family 
members to keep their heads above the 
.subsistence level. This is made possible by 
the lower cost-of-living in the village as 
compared to the metropolis. 

As we walk through Che village in small 
groups to conduct the survey the res¬ 
pondents are generally old men or women 
of all ages, and there is, of course; the ring 
of children wearing tattered clothes, frayed 
sweaters, at times woollen caps and, on 
some occasions, only woollen caps. There, 
amidst the bleating of the Iambs and 
the mixed fragrance of cow-dung and 
eucalyptus trees, we talk to the villagers. 

This was the fourth visit that we have 
conducted from the Delhi School of 
Economics. The team consists of a more- 
ot-le.ss unchanging set of faculty members 
and a group of each year's MA (nnal year) 
students. The villagers are generally very 
warm and friendly, though they also 
berate the girls in our team for their 
outrageous behaviour in having remained 
unmarried till this 'late age'. 

[This report is based on a study conducted in 
December 1992 by Kaushik Basu, Ajit Mishra, 
Badal Mukherji and a group of IS students; 
Rahul Acharya, Shamit Chakravarti, Swaiajit 
lahiri Chakravarty. Arnab Choudhury, Arghya 
t'lhosh, Vikas Gupta, Pallavi Jain.‘Usha 
Jayachandran, Bhavna Jolly, Gauiam Kaira, 
Jyoii Kapoor, Binu Kwatra, Piltu Sana, Scema 
Siiran and Nandita Sethi. | 


Markets, Middlemen and Mahajans 
Some Lessons from Nawadih 

The experience of people in this remote village in Giridih district 
of Bihar suggests that there is much to be gained by replacing 
price interventions by the government with programmes foi direct 
income support to the poor. 
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One of the subjects that we are parti¬ 
cularly interested in is the credit market 
of the village. The decennial survey of 
agricultural credit conducted by the 
Reserw Bank of India shows the steep rise 
of organised sector credit (i c, credit from 
banks, co-operatives, etc) and how it has 
made inroads into a world that earlier 
belonged to the legendary rural money¬ 
lenders and extortionate landlords. Accor¬ 
ding to the RBI survey, of all agricultural 
credit in India 7.2 per cent used to be 
organLsed sector credit in I9SI. This ro.se 
to 14.8 per cent in 1961, 29.2 per cent in 
1971 and 61.2 per cent in 1981. We were 
thus expecting to sec a massive presence 
of rural banks, IRDP and other official 
lending programmes. However, while 
employment programmes such as the 
Jawahar Ro 2 gar Yojana (JRY) are visible 
in Nawadih. it is amply csident that 
government credit programmes just do 
not reach agricultural folks who arc as 
pour as the residents of Nawadih. Some 
of the richer households and of course the 
merchants from the nearby town of Suriya 
approach the banks, in particular the 
Bank of India and Slate Bank, but the 
pour are left to fend for themselves. 

Why is this so? When one examines the 
simplest of statistics in Nawadih, this 
question looms large. Loans from private 
moneylenders are extremely expensive. 
The interest rates range from 43 per cent 
per annum to about 213 per cent. (The 
lowest and the highest interest rates we en¬ 
countered were 3 per cent and 10 per cent 
per month; these work out to 43 per cent 
and 213 per cent per annum, compound¬ 
ed.) Since inflation these days hovers 
around 10 per cent, these are astonishingly 
high real interest rates. On the other hand, 
interest on the formal loans, e g, from the 
banks, does not exceed 18 per cent per 
annum and, thanks to the frequent loan 
waivers, can actually be negative. 

There is a widely held view that the 
poor do not get formal credit because the 
lenders do not want to lend to them. There 
may be some truth to this, but what 
emerges glaringly from Nawadih is that 
the borrowers shy away from the banks 
and the co-operatives. 1'hc common 
refrain is ‘corruption’. They have to give 
cuts at every stage. .An illiterate borrower 
may never get to see up to 25 per cent of 
the principal. Yet he has to pay interest on 
the whole amount. But this would mean 
that what is on paper an interest rate of 
I8 per cent works out to be an interest rate 
of somewhere between 24 per cent ana 57 
per cent. (If it is a perpetual loan so that 
the principal is never repaid, then th;; in¬ 
terest rate is 24 per cent. If the whole 
amo'jnt has to he paid back in one year, 
then the interest rate works out to S7.3 per 
cent). The villagers explain that there is 


also paper work involved for which the 
local touts charge them money. But even 
with all this added the effective interest 
rate is unlikely to exceed 60 per cent. So 
this should still be the preferred option for 
the villagers since informal interest rates, 
as mentioned earlier, can go up to 2I3 per 
cent. 

Why do villageis reject the maxims of 
indisidual rationality? Or do they? Their 
answers reveal that they are fully aware of 
the options and their actions are well 
thought out. While they agree that in 
purely nominal iciins formal credit is 
much better, they keep pointing to other 
costs. (I) Bribery, though ubiquitous, is 
not like any price. Being illegal, it is 
shrouded in a certain amount of intrigue 
and the illiterate find it difficult to han¬ 
dle it. (2) Official or formal credit catinot 
be taken quickly because of the paper¬ 
work and bureaucracy involved. In agri¬ 
cultural operations or in emergencies, time 
being of essence, they prefer the quick but 
expensive credit from the ‘mahajans’. (3) 
Official lenders show very little flexibility 
at the time of repayment. If a ‘kisan’ is 
unable to pay at the scheduled time the 
private moneylender may shout and 
threaten him but he usually agrees to a 
lescheduling of the loan, but the official 
lender shows little flexibility and may 
attach his property. 

These arc three essential components of 
the transaction costs (in this case, the costs 
of bureaucrac'y). How large are these? 
Since many a poor farmer prefers to bor¬ 
row from the rural moneylender at 2I3 per 
cent, instead of taking official credit, the 
nominal cost of which is at most 60 per 
cent, the cost of red-tape must be very 
high indeed. 

For the richer borrowers these costs are 
less for two rea.sons. It is arguable that 
much of the bureaucratic costs arc lump 
sum in nature. So if the loan is large, the 
transaction cost is a smaller pan of it. 
Secondly, the absolute amount of red-tape 
and bribery which the larger farmer has 
to face is less, thanks to the fact that he 
will, typically, be more literate, better 
informed and influential. 

In debates in Delhi, people at limes 
argue that our red-tape is nut that much. 
After all how costly is it to I1II up a few 
lorins and to face a little delay? Our ex¬ 
perience shows that, if anything, these 
costs arc vastly underestimated. The fact 
that people are willing to pay so much 
me re to escape official piocedures and 
delay shows how large these costs arc. 

In closing, it must be said that official 
credit has had some effect. The money¬ 
lender as Shylock is today much less evi¬ 
dent. Moneylenders do not, and indeed 
cannot, ruthlessly conriscai'e property and 
terrorise the kisans. Official credit and 


general consciousness must have played a 
role. Yet, we do not doubt that official 
credit policy needs considerable rethink¬ 
ing. Given its costs the benefits are loo 
small as yet. There is also an inequitable 
side to it. Since formal credit is much 
cheaper and most ol it goes to the richer 
farmers, it piobahly c.xacerbates, in.siead 
of mitigating, rural nominal income dif- 
fercntials. In addition, since it is the richer 
landlord-cum-money'lcnder who has the 
property to mortgage and agents to 
negotiate for a bank loan, he may well be 
the person lending out at a rate between 
43 per cent and 213 pet cent and pocketing 
the margin as profit. This is a familiar case 
of arbitrage but, given the lack of access 
in this market of othci livals, the price 
differential persists. 

Controls planned, ignoring the basic 
laws of economics, easily come to grief. 
I'his comes out from not just the credit 
market but other aspects of the economy 
of Nawadih, which we do not want to go 
into in any detail hcie. But it is iiue that 
for most controlled items there arc secon¬ 
dary markets. In Nawadih fertiliser sells 
above the official price, medical facilities 
arc available only qt a premium. These 
secondary markets do not reflect the 
natural market forces. Suppliers in these 
markets arc limited iii number. Only 
people with access to controlled items or 
persons who constitute the agency for 
distribution and allocation participate as 
sellers. Consumers are mostly low-income 
people (those with no clout or inllucnce), 
who consume the bare minimum. The 
government's price-support policy (e g, 
subsidised inputs) and other utility pro¬ 
visions largely go into reducing the 
monopolist seller's cost, thereby increasing 
his profit, and result in little welfare gain 
to the target population. It should be em¬ 
phasised that we are not absolving the 
government of responsibility in ensuring 
cffictency and equity in the functioning 
of markets. Our analysis emphasises the 
need to change the mode of intervention. 
It seems that there is much mure to be 
gained by replacing price mterventiuns 
with programmes foi direct income sup¬ 
port to the poor. 

Apart from many wcifarist issues, the 
important aspect ol plan formulation is 
the role of the intermediate ‘agency’ and 
the degree of reliance placed on it. To treat 
this as a mere problem of administration 
is not the righ* approach. 1 he problem of 
corrupt and inefficient ‘agency’ is not 
necessarily solved by cteaimg a larger 
administration to monitoi it. What one 
needs is to make plans with minimal role 
assigned to the agencies, reduce their 
scope by greater dissemination of infor¬ 
mation and encouraging (wherever feasi¬ 
ble) welfare-improving market forces. 
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PRICE3 

Essential Commodities Bear the Brunt 


While the general rate of increase in prices came down in 1992, 
the rise in prices of essential commodities was higher than in 
1991. 


in prices of raw cotton, raw jute, raw rub¬ 
ber, raw skins, etc Raw jute prices came 
down mainly due to the news that there 
was large stock-piling of jute goods in the 
mills. Raw cotton prices recorded a down¬ 
trend due to a lowering of mill consump¬ 
tion from 114 lakh bales to 106 lakh bal^ 
a strike in southern mills, the arrival of 
imported fibre through advance licences 
and the prospect of a bumper crop dur¬ 
ing the 1992-93 season. 


THE inflation rate measured in terms of 
the rise in the wholesale prices index 
(WPI) on a point-to-point basis has been 
lower at 5.9 per cent in the first 43 weeks 
(or about 10 months) of the fiscal year 
1992-93. The rate of price increase in the 
corresponding periods of 1991-92 and 
1990-91 were 12.4 per cent and 11.4 per 
cent, respectively (Ihble I). The.full finan¬ 
cial years of 1991-92 and 1990-91 had ex¬ 
perienced price increases of 13.6 per cent 
and 12.1 per cent, respectively. 

The WPI stood at 217.8 at end-March 
1992 and rose uninterruptedly In the next 
31 weeks to reach 232.7 by end-Ociober 
1992. In the subsequent seasonal down¬ 
ward movement the index had reached 
230.1 ^ the fourth week of January 1993. 

While essential consumer commodities 
like cereals, edible oils and salt registered 
declines in price, all other essential com¬ 
modities, viz, pulses, fruits, vegetables, 
egg. fish, meat, milk, condiments, spices, 
tea, coffee and sugar recorded substantial 
increases on top of the increases recorded 
in 1991-92. 

During the calendar year 1992, on a 
point-to-point basis, the WPI rose by 7.8 
per cent after recording an increase of 14.3 
per cent in 1991. However, this order of 
increase is the lowest since 1989. 

Ikble 2 shows the trend in major gnmps 
along with their percentage contributions 
to the increase in the general index. It can 
be seen from the table that the direct con¬ 
tribution by the fuel group at 17 per cent 
during the year has been the highest in 
recent years. 

The uptrend in prices which was 
witnessed during the whole of entire 1991 
continued unabated till the end of 
October 1992. Thereafter there was a 
decline in prices in the next eight weeks 
and the index stood at 231 as at end of 
December 1992, thereby registering an 
overall increase of 7.8 per cent during the 
calendar year 1992 on a point-to-point basis. 

Though the general rate of increase 
came down in 1992, what is worrisome 
onthe price front is the rise in prices of 
essential commodities which as a group 
rose by 8.2 per cent in 1992 as compared 
to 7.9 per cent in 1991. In this group pulses 
recorded a decline of 3.3 per cent in 1992 
in contrast to a rise of 12.7 per cent last 
year. Cereals recorded only a marginal rise 
of 2.3 per cent during the year which was 
significantly lower than the rise of 30.7 per 
cent during 1991. Acceleration in the rise 
in vegetable prices can be attributed to in¬ 
crease in prices of potatoes, tomatoes, etc 
Prices of sugar rose sharply due to rise in 


cost of production and higher sugarcane 
prices, despite a record output of 134 lakh 
tonnes in the 1991-92 season as against 120 
lakh tonnes in the 1990-91 season. There 
was a fall of S.3 per cent in edible oil 
priixs due to a sub^antud fall in the prices 
of groundnut oil, thanks to plentiful sup¬ 
plies coupled with the expectation of a 
bumper crop of oilseeds. Mces of soaps 
and detergents have gone up mainly due 
to imposition of an ad valorem duty of 
25 to 30 per cent. 

industrial raw material prices, display¬ 
ing in general a downtrend, declin^ ^ 
8.3 per cent in contrast to a substantial rise 
of 26 per cent last year, mainly due to fail 


Substantial mark-ups in the prices of 
naphtha (34 per cent), liquefied i^roleum 
gas (31.3 per cent), light diesel oil (27 per 
cent), bitumin (26 per cent), lubricants (25 
per cent), furnace oil (24 per cent), high 
speed diesel oil (21 per cent), aviation tur¬ 
bine fuel (10 per cent) and petrol (7 per 
cent), in the second week of September 
1992, periodical upward revision in elec¬ 
tricity tariffs and in the prices of non- 
ferrous metals, increa.se in the prices of 
iron and steel to the tune of 8.6 per cent 
during the review period and increase of 
34.9 per cent in fertiliser prices pushed up 
the prices of the group of items under ad¬ 
ministered oricing by 12.1 per cerit as com- 


Tabi.e I: Trends in Wholesale Price Index 



Weight 

End Maich-14 Week Jan 

End Match - End March 


1992-93 

1991-92 

1990-91199}-92 

1990-91 

1989-90 

All Commodities 

100.0 

S.9 

12.4 

11.4 

13.6 

12.1 

9.1 

Primary Articles 

32.3 

2.0 

16.7 

16.7 

15.g 

17.1 

6.4 

Cereals 

6.8 

0.6 

21.5 

25.1 

26.V 

25.3 

H 

Pulses 

l.l 

2.2 

8.'> 

15.6 

9.4 

10.8 

11.2 

Vegetables 

1.3 

S.l 

-9.0 

28.2 

7.2 

17.7 

19.5 

Fruits 

2.8 

4.5 

20.6 

15.8 

24.1 

25.0 

-2.4 

Milk 

2.0 

9.6 

9.1 

5.3 

13.7 

8.9 

4.5 

Eggs. Fish and Meat 

1.8 

16.6 

18.7 

12.5 

16.3 

10.5 

6.3 

Condiments and Spices 

0.9 

16.0 

40.8 

27.6 

41.3 

32.3 

5.4 

Tea and Coffee 

0.7 

21.7 

0.5 

18.8 

-5.0 

-2.0 

26.1 

Fibres 

1.8 

-13.4 

24.7 

10.4 

14.4 

24.5 

-40 

Oilseeds 

3.9 

1.4 

17.9 

28.9 

4.7 

26.6 

27.4 

Raw Tobacco, etc 

44 

-2.2 

7.0 

10.7 

8.7 

|2.0 

11. 

Crude 

4.3 

1.9 

1.9 

-0,4 

1.9 

-0.4 

12.5 

Ft^el, Power. Light and 
Isibricants 

10.7 

126 

11.1 

13.6 

U.2 

14.4 

6.3 

C^l 

1.3 

— 

27.4 

— 

27.4 

— 

0.4 

Mineral Oils 

6.7 

18.0 

9.2 

20.6 

9.2 

20.6 

9.1 

Electricity 

2.7 

9.8 

6.7 

8.7 

13.7 

11.4 

4.7 

Manufactured products 

57.0 

6.5 

10.1 

0.1 

12.6 

0.9 

U.l 

Alla, Suji, Bran, etc 

1.5 

6.8 

18.4 

16.4 

19, J 

13.0 

4.5 

Dairy Products 

0.6 

-1.2 

17.9 

7.9 

30.0 

8.8 

2.5 

Bread and Biscuits 

0.2 

l.l 

24.3 

7.3 

29.2 

12.2 

0.4 

Sugar, etc 

4.1 

16.4 

7.3 


5.5 

0.1 

13.1 

Salt 

0.1 

-3.0 

23.0 

11.2 

25.0 

11.8 

18.8 

Edible Oils 

2.4 

-1.2 

8.9 

32.4 

1.9 

32.7 

17.2 

Fucked lea and Coffee 

0.2 

1.3 

4.8 

6.7 

4.8 

22.9 

41.2 

Soft Drinks 

0.1 

ll.l 

10.3 

21.4 

12.0 

24.0 

1.6 

B' U and Cigarettes 

1.9 

3.6 

10.8 

10.0 

16.3 

10.6 

21.9 

Cotton Textiles 

6.1 

1.8 

13.5 

3.2 

16.0 

6.5 

16.6 

Jute lexiiles 

0.7 

-1.8 

-7.0 

11.5 

-5.7 

5.3 

36.1 

Fertilisers 

1.8 

44.0 

37.4 

— 

28.8 

— 

— 

Drugs 

l.l 

3.9 

5.7 

2.4 

8.3 

3.8 

6.6 

Soaps and Detergents 

0.9 

4.5 

16.8 

4.7 

17.6 

5.6 

2.2 

Cement 

0.9 

-6.7 

3.2 

12.5 

17.4 

-22.9 

14.9 

Iron and Steel 

2.4 

8.7 

4.2 

6.0 

4.5 

6.0 

11.8 

Ferro Alloys 

0.2 

1.7 

4.2 

6.2 

5.2 

6.2 

4.5 

Non-Ferrous Metals 

1.0 

6.2 

4.9 

7.3 

6.7 

8.0 

4.1 

Metal Products 

1.8 

5.8 

4.1 

12.5 

6.7 

14.1 

14.7 

Non-Electrical Machinery 

3.3 

4.5 

15.9 

10.9 

18.6 

IIJ 

10.4 

Electrical Machinery 

3.0 

7.0 

15.6 

8.4 

17.0 

9.5 

5.4 

Transport Equipment 

2.7 

4.2 

10.1 

8.2 

11.2 

9.5 

10.6 
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HMHigh prices of jute textiles wem nmni^llisaurin^ 


Table 2: Movements in Whch esale Pbice Index—Mahmi Groups 
(End-December lo End-December) 


War 

All 

Commodities 

Primary 

Articles 

Fuel, Power, Light 
and Lubricants 

Manufactured 

Products 

1992 

7.8 

2.4 111] 

13.1 [17] 

10.2 [72] 

1991 

14.3 

20.4147) 

11.7 [8] 

11.3 [45] 

1990 

12.6 

17.4 143) 

18.3 [15] 

8.9 [41] 

1989 

7.9 

0.6 (2) 

42 [6] 

13.1 [92] 

1988 

5.4 

3.1 [20) 

3.2 |6) 

7.2 [74] 

1987 

9.9 

12.6 [43) 

5.7 [6] 

9.0 [51] 

1986 

6.3 

10.4 [53] 

62 [10] 

4.2 [37] 

1985 

4.1 

0.6 [5) 

ll.l [28] 

4.8 (67) 

1984 

5.7 

3.5 [21] 

4.5 [8] 

7.3 [71] 

1983 

8.2 

12.9 [52] 

4.3 [6] 

6.1 [42] 


Noir. Figures in brackets are weighted contributions. 


rate of gro^ of It.l per cent in 1992 as 
against an increase of 10.1 per cent in 
1991. Jute textile prices diopp^ by 6.5 per 
cent due to fall in demand following the 
absence* of export orders from hard cur¬ 
rency markets and also rupee payment 
areas. Rising input costs and overheads 
and increase in interest burden pushed up 
the prices of electric fans, refrigerators, 
colour TVs, VCRs, etc Similarly, hike in 
excise duty and rupee devaluation and rise 
in petroleum products' prices had a 
cascading clfect on the prices of paints 
and varnishes. 

Following the trend in wholesale prices 
the all-India consumer price index for in¬ 
dustrial workers also recorded a lower rate 
of increase of 8 per cent in 1992 as com¬ 
pared to 13.1 per cent in 1991. 


Table 3: Trends in Wholesale Price Index 
(1981-82=100; calendar year on a point-io-poim basis) 



Weight 

1992 

1991 

1990 

1989 

1988 

1987 

1986 

1985 

1984 

1983 

All Commodities 

iw.og 

7.8 

14J 

12.6 

7.9 

S.4 

9.9 

6.3 

4.1 

5.7 

0.2 

Essential Commodities 

36.60 

8.2 

7.9 

14.4 

3.8 

8.0 

10.7 

0.S 

3.9 

2.6 

12.0 

Cereals 

6.82 

2.3 

30.7 

12.9 

-1.6 

10.5 

10.2 

7.4 

8.2 

-3.6 

4.1 

Pulses . 

1.09 

-3.3 

12.7 

14.9 

-3.3 

22.2 

31.9 

-8.4 

0.4 

11.2 

32.4 

Vfegeubles 

1.29 

15.8 

-8.3 

57.3 

14.1 

-8.9 

-9.0 

22.0 

30.9 

21.9 

28.9 

Fruits 

2.80 

8.1 

41.8 

19.7 

-24.6 

12.5 

17.9 

23.2 

- 17.1 

II.J 

27.8 

Milk 

1.96 

13.9 

15.1 

7.4 

-0.8 

18.8 

15.0 

3.5 

6.2* 

4.1 

13.2 

Egg, Fish and Meat 

1.78 

24.3 

7.9 

15.5 

6.2 

5.5 

5.1 

3.4 

11.9 

4.8 

9.0 

Condiments and Spices 

0.95 

16.2 

49.7 

34.4 

-20.6 

18.2 

11.5 

43.2 

-6.4 

7.4 

33.3- 

Tea and Coffee 

0.69 

9.2 

-14.9 

15.8 

42.9 

10.5 

-8.9 

11.4 

-11.9 

10.6 

47.7 

Dairy Products 

0.64 

9.8 

21.2 

5.7 

2.1 

15.0 

10.2 

11.1 

0.8 

15.5 

8.1 

Alta, Suji, etc 

1.53 

12.9 

14.3 

12.0 

8.0 

19.2 

8.8 

II.O 

.i. 

-13.7 

10.2 

Bread and Biscuits 

0.24 

12.7 

21.1 

8.2 

3.6 

5.3 

10.4 

8.6 

3.7 

-1.2 

5.2 

Sugar and Gur 

4.06 

19.0 

3.7 

4.5 

18.9 

0.8 

3.4 

1.0 

15.2 

8.3 

15.1 

Salt 

ao4 

3.1 

19.6 

10.7 

18.6 

-15.9 

-l.l 

-0.9 

4.4 

12.1 

0.6 

Edible Oils 

2.45 

-5.3 

19.5 

33.1 

3.1 

-7.8 

21.2 

24.5 

-2.4 

0.4 

16.7 

Soft Drinks 

0.07 

12.9 

19.2 

14.8 

4.8 

4.5 

36.8 

4.5 

19.1 

6.1 

-1.5 

Bidi and Cigarettes 

1.93 

8.8 

11.4 

13.3 

21.2 

16.1 

18.7 

2.3 

16.1 

4.3 

6.0 

Colton Ibxtiles 

6.09 

7.7 

15.2 

5.9 

15.4 

9.9 

12.1 

-0.2 

2.2 

4.3 

2.2 

Medicines 

1.07 

6.6 

7.8 

3.5 

5.9 

6.4 

6.2 

1.9 

5.7 

3.3 

2.3 

Soaps and Detergents 

0.88 

5.2 

19.1 

3.9 

0.7 

1.2 

8.2 

4.7 

5.6 

12.7 

8.6 

Packed Tea 

0.24 

1.8 

20.7 

23.4 

22.1 

0.1 

2.7. 

6.8 

2.5 

13.3 

18.1 

Industrial Raw Materials 

10.66 

-8J 

21.0 

17.S 

0.9 

1.9 

11.3 

12.2 

-1.0 

6.5 

14.6 

Fibres 

1.79 

-17.0 

37.6 

10.8 

9.1 

2.8 

34.0 

14.8 

-37.8 

31.3 

29.2 

Oilseeds 

3.86 

-12.7 

28.4 

35.2 

10.6 

-27.9 

32.0 

28.1 

-5.4 

-3.6 

22.2 

Raw Tobacco, Rubber, etc 

4.43 

-l.l 

9.1 

9.8 

7.8 

4.1 

16.6 

0.9 

18.0 

5.3 

5.4 

Metallic Minerals 

0.23 

1.5 

20.1 

-0.3 

3.9 

0.8 

2.4 

9.9 

10.7 

8.0 

0.5 

Other Minerals 

0.32 

— 

18.3 

-3.2 

10.2 

17.4 

12.6 

13.2 

4.2 

18.5 

0.3 

Administered Prices 

20JS 

12.1 

21.1 

14J 

6.2 

3.S 

4.0 

4.2 

0.7 

5.4 

1.7 

Petroleum Crude 

4.25 

1.9 

1.9 

10.7 

1.2 

-2.1 

-11.9 



4.0 

-4.0 

Coal 

1.26 

0.3 

27.1 

0.5 

12.5 

— 

18.0 

12.1 

0.3 

28.1 

2.0 

Mineral Oils 

6.67 

19.8 

7.6 

31.6 

— 

2.8 

0.2 

5.2 

12.1 

. 

4.4 

Electricity 

2.74 

7.6 

IZI 

6.4 

7.0 

6.3 

10.2 

5.3 

15.0 

3.3 

5.2 

Fertilisers 

1.75 

34.9 

37.4 

— 

0.7 

-8.8 


8.8 

0.4 

2.1 

-8.5 

Iron and Steel 

2.44 

9.1 

4.3 

5.9 

19.7 

5.4 

11.7 

-1.5 

18.4 

10.3 

4.3 

Ferro Alloys 

0.20 

2.7 

4.2 

6.2 

17.4 

15.3 

11.6 

7.3 

10.9 

13.6 

8.0 

Non-fWrous Metah, 

1.03 

8.6 

5.4 

6.3 

20.0 

25.7 

22.5 

5.7 

2.6 

13.5 

7.4 

Other Misc Products 

32.41 

U.l 

10.1 

0.6 

12.9 

3.0 

11.0 

3.S 

3.6 

9.2 

5.9 

Jute Ibitiles 

0.69 

-6.5 

-9.2 

22.3 

36.9 

10.6 

14.6 

-1.5 

-46.5 

73.7 

39.2 

Inorganic Chemicals 

0.76 

13.9 

15.1 

8.0 

13.7 

8.6 

3.2 

5.8 

144 

4.5 

4.0 

Organic Chemicals 

0.45 

6.6 

5.0 

3.7 

1.5 

3.3 

- 2.0 

-0.3 

3.7 

2.0 

-1.3 

Cement 

0.86 

8.9 

2.2 

20.3 

14.9 

8.5 

3.3 



8.3 

17.4 

Metal Products 

1.82 

7.4 

8.5 

10.5 

22.6 

21.4 

4.4 

4.5 

4.5 

13.0 

5.6 

Non-Electrical Machinery 

3.28 

7.3 

16.4 

11.6 

13.5 

16.3 

1.6 



6.4 

4.1 

Electrical Machinery 

2.99 

8.4 

17.1 

18.6 

12.0 

11.3 

4.9 



5-7 

3.7 


Noiey. Essential commodiiies is ihc composiie index of cereals, pulses, milk, fruiis, vegeiables, ckk. fish, meal, londimeiiis, spices, lea. cofice, 
salt, su^r, gur, bread, biscuits, dairy products, edible oils, cotton textiles, medicines, soft drinks, soaps and dcieigenis. packed lea, etc 
Industrial Raw Materials is the composite index of fibres, oilseeds, other non food articles, meiallic and other mineials.-means nil 
Administered Prices are the composite index of crude coal, mineral oils, electriciiy. iron ar.J steel, (erro alloys, non-ferros meials and fcriilisrrs 
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Social Movements, State and 
Democracy 

Sarah JoKcph 

A recent workshop on ‘Social Movements, State and Democracy' 
with the processes of democratisation and social transformation as 
its focus brought together participants from India, Sweden, Africa 
and Indonesia in a useful exchange of views. 


A WORKSHOP on 'Social Movemcnis, 
State and Democracy’ organised by the 
Delhi University DSA Qroup on Politics 
of Developing Societies, the Sociology 
Group, Indian Statistical Institute, and the 
AKUT Group, University of Uppsala, 
Sweden, was held in Delhi in the first week 
of October 1992. The workshop brought 
together participants from India, Sweden, 
Africa and Indonesia and provided a 
forum for sharing the experience and 
understanding of scholars from these 
countries. It was both international and 
inicrdi.scipHnary but a common interest in 
processes of democratisation and social 
transformation ensured that discussions 
were focused on these themes; so some ge¬ 
nuine exchange of views could take place. 
A number of seminars in India unfor¬ 
tunately seem to get drawn into highly 
structured patterns in which participants 
make formal and often predictable state¬ 
ments to, or at. each other bdt the Social 
Movements Workshop proved to be a hap¬ 
py exception to this practice. 

A common theme in many of the 
papers from Africa and Asia concerned 
the need to interrogate received theories 
and concepts in the light of African and 
Asian experience and needs. Only a few 
of the papers discussed theoretical issues 
directly, and at a more abstract level, but 
many others, though primarily dealing 
with empirical material, also explored the 
salience of theoretical concepts in the light 
of the experience of different societies. 
Notions of democracy, the rights of na¬ 
tionalities to political self-determination, 
and the links between citizenship and 
rights were some of the issues addressed 
in the workshop. For instance, exploring 
the concept of democracy Mahmood 
Mamdani discussed how the democratic 
aspirations of nationalist movements in 
Africa were answered by colonial regimes 
with concessions which led to the forma¬ 
tion of multi-party systems. But the post¬ 
colonial regimes, by legislation and politi¬ 
cal controls, delinked parties from their 
grounding in social movements. Parties 
thus became mainly vote gathering machi¬ 
nes and over time this contributed to the 
reptacement of multi-party systems b> 


single-party states. Although this has 
often been understood as representing the 
downfall of democracy in those states he 
argued that multi-party and single-party 
systems should be seen not as alternatives 
to each other but as points along a single 
continuum. Debate regarding rights has 
also taken place within the framework of 
received theories. For instance, in Europe 
the question of national minorities was 
resolved by asserting the right of a na¬ 
tionality to political self-determination 
and attempts have been made to apply the 
same logic to the tribe in Africa. Mamdani 
argued that Africans should not get trap¬ 
ped into opposing or defending the rights 
ef tribes to political self-determination, 
since statist solutions to such problems 
might not be appropriate in Africa. Statist 
theories also accept the citizen as the 
legitimate bearer of rights and in Europe 
citizenship helped to enfranchise labour. 
But the linking of rights to citizenship is 
only .serving to exclude the vast migrant 
working population in Africa from the en¬ 
joyment of political rights at their place 
of work. 

The issue of whether political self- 
determination should be seen as a solu¬ 
tion to the problem of nationalities was 
al.so raised by some participants from 
India. In this context it was argued that 
nation and nationality should be seen not 
so much as the inherent characteristics of 
a group but a.s a status conferred by inter¬ 
national recognition of a struggling group, 
or as a strategy adopted by the group itself 
to claim political independence. It was 
pointed out that in Yugoslavia inter¬ 
national recognition of the claims of 
separatist groups served to legitimise them 
and has contributed to the break-up of the 
coi ntry. 

Civil. STK ItTY AND DtMlKRAtY 

Since the literature on social movements 
in the west has been closely' implicated 
with the civil society/state debate, it was 
not surprising that notions of civil society 
and democracy were mmined in a 
number of the papers as also in the discus¬ 
sions which followed. The debate was ad¬ 


dressed directly by Neera Chandoke in 
terms of its salience for India. She argued 
that the existence of civil society in itself 
did not guarantee a democratic state. 
'rhcre*was need for democratic forces to 
revitalise and reappropriate civil society 
in India as a space for democratic strug¬ 
gles for social transformation within the 
framework of the national community. 
Such a process could transform both civil 
society and the state. She laid down some 
ground rules for the functioning of civil 
society—namely, that it should be com¬ 
mitted to freedom and equality both 
within and between communities and 
movements. While the paper did not 
specify who would enforce those ground 
rules the general implication seemed to be 
that they should be enforced by the state 
and public opinion. 

Bjorn Beckman’s paper on ’The Libera¬ 
tion of Civil Society’ contained a warning 
about the ideological-uses of the concept 
by international agencies to weaken the 
nation-state and economic nationalism 
and facilitate the integration of-develop¬ 
ing societies into the global economy. He 
conceptualised civil society as an arena for 
ideological contestation Where different 
class projects compete with each other for 
different areas of freedom and state 
patronage. Civil society depends on the 
state for its functioning and autonomy 
and for enforcements of rules which limit 
the exercise of power in society and 
regulate access to resources for different 
groups. However, the neo- liberal project 
has taken over the civil society/state 
dichotomy, defending the autonomy of 
civil society in a way which conceals the 
use of national and transnational state 
power to construct a civil society to suit 
its project. In the process some groups 
gain while others are excluded. 

While one theme of discussion was the 
nec'd to expand the concept of civil society 
to include the experiences of third world 
societies, another questional the value of 
the concept for understanding those ex¬ 
periences. The question was raised as to 
whether civil society could include pea¬ 
sant movements and mos-ements of the 
rural poor. It was noted that in most of 
the papers the term referred mainly to 
urban and professional groups, or at least 
to organised political activity. If civil 
society was .so defined, to what extent 
could it throw light on wider political 
demands and processes? In this context 
Abdul Rauf Mustafa, in a.paper on ‘Pea¬ 
sant Politics and Democracy in Nigeria’, 
pointed out that in Nigeria the operations 
of the political system are heavily inclined 
towards the ruling classes. In the ruling 
class perception some democratic space 
may be given for urban and professional 
groups but the peasants are absent from 
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.he political discourse of the country. 
They are seen only as the objects of 
politics. Peasant movements have been 
struggling to insert their demands into the 
national political agenda but are finding 
it difficult to do so because of the 
dynamics of Nigerian society, the effects 
of structural adjustment programmes in 
agriculture; and historical and cultural 
factors. They have therefore remained out¬ 
side civil society. 

ElHNtC AND SbFAKAt tS’I MoVlMfcNrS 

Sucha Singh Gill and Ishtiaq Ahmed 
discussed the character and po.ssible direc¬ 
tions of development of ethnic and sepa¬ 
ratist movements in Punjab and South 
Asia respectively. Ahmed discussed ethnic 
movements in the context of the effects 
of processes of modernisation and develop¬ 
ment in societies which have considerable 
economic disparity as well as a weak in¬ 
terface between disparate cultural entities. 
Given that the tasks of modernisation and 
development require a degree of centra¬ 
lisation and state intervention, he pointed 
out that this has often resulted in ethnic- 
tension and separatist demands. Gill 
discu.s.sed the class basis of ethnic and 
separatist movements in India. He also 
pointed to uneven economic development 
and centralisation as factors contributing 
to ethnic demands. Filmic movements 
could have a progressive face if they 
fought for decentralisation of power but 
they also could be. and often have been, 
put forward by disruptive and regressive 
elements. Both Gill and Ahmed fell that 
most groups have different possibilities in¬ 
herent in them. By being labelled by of¬ 
ficial agencies or pushed in one direction 
or another by official policies ihey may 
evolve in a certain direction. Gill em¬ 
phasised that the character of such move¬ 
ments is constantly evolving and there is 
need to creatively interpiet them so that 
they may be kept within the democratic- 
process. 

Papers by Nripen Bandhopadhyay and 
Michael Tharakkan on West Bengal and 
Kerala respectively examined the specific 
socio-historical circumstances in which 
the communist regimes in those states 
could achieve a relative degree of success 
with regard to land reforms, stKial welfare 
programmes and redistribution. Both of 
them emphasised that the successes could 
be traced to a complex set of circum¬ 
stances and that therefore Ihey offered 
only a very broad indication of how such 
successes might be replicated in other 
states. Bandhopadhyay referred to the 
tradition of peasant struggles in West 
Bengal following the Tehbaga movement. 
By drawing on this tradition and mobilis¬ 
ing diffcient castes and cla.sses in the rural 


-areas in favour of redistribution it became 
possible for the communist governments 
to carry through some reforms. Thus West 
Bengal was able to achieve some success 
in revitalising agricultural production even 
without the kind of icchnologieal break 
through which took place in Punjab. 
Tharakkan’s paper analysed Kerala’s suc¬ 
cess in-dissemination of benefits like 
education and health care to wide sections 
of the population. He di.scussed the fac¬ 
tors contributing to this success, in par¬ 
ticular the role of ihe KSSP which has 
pushed for reforms in eo-opeiation with 
the official machinery while it has also 
kept up social pressure on the state to 
fulfil its commitments. 

Other studies of s^teeifie movements in¬ 
cluded studies of peasant movements in 
Africa (Mustafa), and India (l)hanagaie, 
Lindbergh and Omvedt), of radical popii 
lar movements in the Philippines and 
Indonesia (Tornquist), the women's merve 
ment in Nigeria lAyesh Imam) and of 
grassroots moveniciis in India (Mohaniy 
and Sethi) and Indonesia (Budiman). 
These papers piosidcd an insight into 
social and political processes in different 
societies and raised interesting questions 
regarding the prioritisation of issues, the 
need to forge creative links between dif¬ 
ferent movements, the effect of the market 
on farmers and peasant movements, and 
the like. Monoranjan Mohanty's papci 
discussed the need for a new strategy 
towards the multiple struggles and move¬ 
ments in society. The earlier strategy of 
the left was focu.scd on class coniradic- 
lions and mass mobilisation through 
political parties. However, social develop 
ments have generated multiple struggles 
and movements, each with some six-cifici- 
ty and autonomy. He argued that the 
range of struggles in society should he 
viewed as expanding efforts for the 
creative transformation of society, 
liberating it fiom multiple forms ol 
domination. The Left should rethink its 
response towards these movements and 
commit itself to maintain both the 
autonomy and the iiiierconncetcdncss ol 
such movements. 

Two papers on the farmers' and peasant 
movements by Slaffan Lindbergh and 
Gail Omvedt discussed a wide ran<>e ol 
theoretical and political questions arising 
out of the 'new' movements in India such 
as the Sheikari Sanghaiana or Ihe BKli. 
Both agreed that farmers' agitations ex 
press a major cleavage in Indian society— 
ih.li between the peasantry as.a whole and 
the stale and the urban-industrial in¬ 
terests. Ihey also referred to the effects 
of comiTiodiiisation in agriculture but felt 
that farmers’ and peasant movements 
have an agenda wider than that of attemp¬ 
ting to protect themselves against the 


vagaries of the market. Lindbergh's paper 
addressed such issues as the changing 
nature of class formation in rural India, 
whether farmers' movements can act as 
a form of counter-mobilisation to com¬ 
munal mobilisation, the nature of pro¬ 
cesses of collective identity formation, and 
the like. Omsedi discussed the anti-caste 
movcmeiu. environmental movements and 
faimcis’ movements as representing new 
forms of political mobili.sation different 
from the national movement and class- 
based movements of the past and argued 
that they wcic putting forward a new 
|M>liiical agenda and were moving towards 
an alternative developmental model for 
the country, lb the extent that they arc 
able to do this, peasants rather than the 
proletariat should be eonsideted the 
vanguard of social change. 

Speaking about radical popular move¬ 
ments and the May I9V2 Philippine elec¬ 
tions, Ollc Tornquist situated them in 
terms of the decline ol '.he old feudal 
order and the expansion ol capitalism and 
the consequent emergence ot new social 
classes. However, while old structures have 
fallen apart a new ordyr has yet to be 
established. T'heitfoie the new middle 
cla.s.s movements for democrat ;saiion lack 
a solid ba.se in populai movements an¬ 
chored in differciii interests. At the same 
time I'iic old anii-leudal left is bypassed. 
Tornquist discus.sed the prospects for new 
left groups at the level of grassroots ac¬ 
tivity, local development councils and 
elections and defined their task as that of 
forming powerlul popular movements 
which might further dcmocratisation in 
the process of trying to implement a new 
project for development. 

F.mi'ikii .-m Siudii.s 

The different papers ba.scd on empirical 
studies formed a cential part of the work¬ 
shop which had as its focus democratic 
processes and social transformation in the 
dev»-loping world. However, faced with 
such a range ol studies the question which 
arises is how they may be ui.dcrslood in 
u comparative perspective. No longer does 
It seem enough to view comparative 
analysis merely as an enterprise of plac¬ 
ing different country studies side by side 
to identify similarities and differences. 
Noi should comparative analysis be seen 
as concerned with locating speciTk- studies 
witliin catcgoiies established by global 
theories. Raihei, there is need to explore 
the meaning of such 'universal' concepts 
as class by examining them in relation to 
the experience of different movements and 
societies, as also to use the insights gain¬ 
ed from the study ol diflereni societies to 
enrich the understanding of .tny purncular 
movement or society. The possibility of 
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generalising may be limited but that need 
not detract from the possibility of a fruit¬ 
ful sharing of insights and information. 

The civil rights movement in Nigeria 
and in India was the focus of studies by 
Adebayo Olukoshi and Balagopal and 
Haragopal and Upendra Baxi. Olukoshi's 
paper examined the civil rights movement 
in post-SAP (structural adjustment pro¬ 
gramme) Nigeria. This has been a move¬ 
ment in the main of urban professional 
groups for the extension and enforcement 
of legal rights and as such it has been a 
movement directed against the state and 
its agencies. The paper recorded some of 
the successes of the movement as well as 
its limitations, understanding them within 
the framework of theories of civil society 
and suie He cautioned against uncritical¬ 
ly accepting civil society as an area of 
freedom and autonomy against the state. 
Affirming the inter-penetrability of civil 
society and state, though pressures for 
democratisation and civil liberty may be 
much more potent in civil society, he 
stressed the need for democratic struggle 
to defend the rights of people. 

In a joint paper on the civil liberty 
movement and the state in India, Baia- 
gopal and Haragopal discussed the evolu¬ 
tion of the civil rights movement in India 
and the challenges it faces from the state 
and other social forces. They referred to 
important questions facing the civil rights 
movement such as what kind of social 
space it can find for itself and how it 
should link up with other struggles of ex¬ 
ploited peoples to subvert the dominance 
of social forces which sustain and justify 
state repression. Upendra Baxi's paper 
dwelt on the penetration of nihilistic at¬ 
titudes in India today, a tendency which 
was being reinforced ^ the effects of SAP 
and globalisation of the economy. The ef¬ 
fect of such nihilism was to subvert values 
associated with the human rights move¬ 
ment. This meant that a new agenda was 
needed for the human rights movement, 
an agenda which should try to retrieve 
ground for the movement and use the 
judicial system to protest against the new 
policies of the state. 

The papers on the rights movement in 
India aroused some controversy among 
participants ranging from the organised 
left on the one side to civil rights activists 
on the other, issues such as whether 
political mobilisation of people invokes 
state repression, the role of Naxalite 
groups in West Bengal, and the like were 
raised. A caution was sounded by O L 
Sheth against seeing civil rightsAefor- 
mist/legal approaches as an alternative to 
a human rights/emancipatory/political 
approach. Both should be seen as dif¬ 
ferent modes of pursuing rights in dif¬ 
ferent situ-rtions and in face of different 


kinds of challenges. The civil r^hts ap¬ 
proach is directed towards winning con- 
cessioru from the state and defending the 
legal rights of citizens while the agenda 
of the human rights movement is to trans¬ 
form society and the state. The ultimate 
validation of rights should be sought in 
the response of the victims of society and 
not in the satisfaction of intellectuals and 
human rights activists fighting for space 
to pursue their goals. Other points raised 
by participants included the need to 
recognise the limits of the constitutional 
approach since it could also justify the use 
of legalised coercion and violence by the 
state. Also, that anchoring rights in 
civilisational values might result in the 
denial of rights in societies like the 
Japanese and the Indonesian where the 
indigenous civilisation stressed social 
harmony rather than rights. 

I^rtha Mukherji and B B Sahoo’s 
paper on the Indian state in crisis 
reasserted the Nehruvian vision of a 
pluralistic and humanistic society follow¬ 
ing a non-exploitative and non-discri- 
minatory path of development. 

In a concluding address Ravinder 


Kumar discussed social movements in a 
broader historical perspective. 1b relate 
the more theoretical papers with the mote 
empirical ones he touched on issues regar¬ 
ding'the nature of empirical narratives 
and how they could acquire a degree of 
autonomy from the immediate and the 
specific and become the basis for new 
theory constructions. He put forward ten¬ 
tative definitions of state, social move¬ 
ments and democracy which could serve 
as a starting point for debate and traced 
the evolving character of social move¬ 
ments in India from the pre-independence 
period to the present. The pre-indepen¬ 
dence movements encompassed a wide 
range of issues, including those concern¬ 
ing production, and mobilised significant 
numbers of people In the post-indepen¬ 
dence period social movements have in 
general focused on more limited issues, 
many of them related to distribution and 
identity formation. The task of social 
movements was to knit formal and infor¬ 
mal politics and address the whole range 
of issues affecting people's livcs including 
issues arising out of the production 
process. 


1 D P A D 

ICSSR announces preparation of 4 th Phase of the Indo- 
Dutch Programme on Alternatives in Development 
(IDPAD) to be launched from January 1995 for a period 
of 3 years. Research proposals from social scientists will 
be invited in the following thrust areas 

1. Environment & Sustainable Development 

2. Rural Transformation 

3. State and Society 

4. international Economic and Institutional Order 

Details of sub-topics under each of the thrust areas and 
procedure will be made available from mid-April 1993- 
Please contact 
Member-Secretary, 

ICSSR, 

35, Ferozeshah Road, 

New Delhi-110 001. 
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UNITED STATES 

Budget-Making with a Difference 

Amamih Bagrhi 


While it is difficult to predict what will be the final shape of 
president Clinton's plan for remaking the American &:onomy, even 
critics are acknowl^ging that Clinton’s State of the Union 
address will go down as a landmark in the country’s economic 
history for setting the US economy on a new course. 


"TO tax and to please, any more than to 
love and be wise is not given to man”, so 
goes the sagely warning of that great 
exponent of the art of the possible, 
Edmund Burke, that few in the realm of 
public policy-making ever dare to dis¬ 
regard. The 46-year old Democrat who 
moved into the White House last month 
is attempting just that, and seems to be 
getting away with it. 

In his first State of the Union message 
to Congress, delivered last Wednesday 
(February 17), president Bill Clinton has 
unveiled a plan to remake the American 
economy that combines what is described 
as one of the largest tax increases in 
American history and new government 
spending to create jobs with cuts in 
spending to bring down the deficit in the 
federal budget that ha.s been plaguing the 
giant economy for the last 12 years. This 
was no simple task. 

One of the repeated promises of his 
presidential campaign that put Clinton in 
power was a promise to lower the tax 
burden of the middle class. The tax plan 
he has proposed will be doing the 
opposite, cutting into the pockets of a 
broad section of Americans including 
those in the middle class. The hike in the 
income tax rate from 31 to 36 per cent will 
of course apply only to those who are 
regarded as rich—couples with taxable 
incomes of $ 1,40,000 or mote, and 
S 1,IS,006 in the case of individuals. 
Families with taxable incomes exceeding 
$ 2,50,000 will also pay an additional 10 
per cent. Further, wealthy individuals will 
now be required to pay Medicate tax on 
all earned income and the present 
S 1,35,000 ceiling will not apply. Also, 
relatively well-off people receiving social 
security benefits will now be taxed on 85 
per cent of the benefits instead of 50 per 
cent. What will hit the middle classes is 
the tax proposed on almost all forms of 
energy that will presumably be passed on, 
raising the annual fuel bill of the average 
family by S 100 to S 150. There will be 
grants and credits for families with 
incomes below $ 20,000 so that they suffer 
no increase in tax burden. Businesses 
however would have to pay more, with the 
corporate income rax rate going up from 
34 to 36 per cent, the cap on the deduction 


for cost of business meals and enter¬ 
tainment brought down from 80 to 50 per 
cent and denial of deduction for execu¬ 
tives* pay above S 1 million a year, their 
club bills and lobbying expenses. 

Setting an ambitious goal of deficit 
reduction over the next four years by S 330 
billion or 38 per cent, the new president 
has asked the people “to face facts” and 
eschew all “sacred cows” in justification 
of reneging on a campaign promise. For 
although the economic plan cnvi.sages cuts 
in spending which will save S 253 billion 
over four years, with a "wide swath”, 
cutting into a wide range of programmes 
of many departments and agencies 
including defence^ reducing staff and 
freezing federal pay, there was no 
alternative but to raise taxes, the president 
told his nation, if the deficit was to be 
reduced “honestly and credibly” based on 
realistic estimates. For the initial year, 
there will be a stimulus of $ 30 billion 
spending on energy research, environ¬ 
ment, education, housing and community 
development, rural development, tech¬ 
nology, mass transit and high-speed rail 
system, airport improvement and 
highways. But overall, what he has 
propos^ amounts to rewriting the rules 
of the economic game that Washingtqn 
has been witnessing for the last 12 years. 

As was to be expected, Clinton’s 
economic plan has drawn sharp reactions 
from his political foes—the Republicans, 
supported by economists of like mind. 
“There they go again” said Ronald 
Reagan, in a lead article on the op-ed page 
of the A/irw York Times the day after the 
address, deriding Clinton for his tax and 
spend strategy, alleging that he was no 
different from what the Democrats are 
said to be known for, viz, “Uu and spend”, 
dismissing his plan as no different from 
the failed .liberal policies of the past and 
mockingly asking, “Mr President, where 
is that new Democrat?”. “A great leap 
backward” lamented a well known 
columnist of the conservative clan 
asserting that “deficits can’t be 
jawboned”. “A stampede for statism”, 
declared another. Even before the 
president had delivered his address. 
Republican senators were passing buttons 
carrying the legend “It's spending! 
Stupid”. 


Confounding the critics, however, the 
first public reaction to the plan shmved 
overwhelming approval. The opinion polls 
showed 74 per cent of the ratings in 
favour. A special shot in the arm came 
from Alan Greenspan, chairman of the 
Federal Reserve, in his testimony before 
the Senate Banking (rommittec, certifying 
the deficit reductions programme as a 
serious proposal based on “credible 
economic assumptions”. Evidently, 
president Clinton has been able to 
convince the Fed chief that a serious 
attempt is intended to slash the deficit. 

While economists at the other end of 
the ideological spectrum continue to bash 
the budget as a gamble that will smother 
the recovery the economy is showing, the 
bond market has been boosted by 
investors’ confidence, driving long-term 
interest rates down to an all-time low, a 
sure tonic for the American economy, 
according to many. This, assert the 
economists on the president’s advisory 
panel in response to questioning by 
sceptics about the net stimulus that the 
plan will provide, will help bring 
investment and create jobs in the economy 
more than anything else 

Whether the plan will go through 
Congress unscathed is a matter for 
speculation. Taxation is anathema for all 
Americans, although the United States 
bears one of the lowest tax ratios among 
developed countries. Once the euphoria 
wears off. Congressmen will be up in arms 
to protect their constituencies. 

Not taking any chance, however, 
Clinton has embarked on a public 
relations campaign to sell his plan, the like 
of which the country has probably never 
seen and would surely be difficult to find 
in any countly. Two nights before his 
address to the Congress, the president 
appeared on the nation's television circuit 
during prime time to start an early sell and 
prepare the public. The day following the 
unveiling of the plan, he, along with his 
team, fanned out into the country 
addressing people, mingling with the 
crowds, and explaining what the plan 
means and why it had to be what it is. 

While dissent continues to be vented 
through the media, the first round has 
clearly gone to Clinton. “However his 
programme holds up, Clinton may already 
have accomplished his larger political task 
just by putting the plan forward”, said a 
commentator in the Washington Post. In 
two successive editorials, the influential 
daily lent unqualified support to the 
president’s proposals. Acknowledging that 
all that the president wants to do are 
needed to rescue the economy, it asked 
those who might scream about this or that 
bit, “What would be better? Just letting 
the deficit keep floating up and up taking 
interest rates with it, while here at the 
ground level the standard of living slowly 
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declines?" Complimenting the president 
for his courage in taking on some 
formidable adversaries, the editorials 
concluded. “Now it’s up to president 
Clinton to push his programme to 
enactment as courageously as he has 
launched it". Lven his campaign 
competitor i’erot has given a nod to the 
plan, adding though, “the devil is in the 
details”. 

While it is difricult to predict what will 
be the final shape of the plan that has held 
the country almost in a spell lor the last 
one week, even the president’s critics are 
acknowledging that the state of the Union 
address will go down as a landmark in the 
economic history of the country for 
setting the economy oti a new course and 
describing the hour that Clinton took to 
deliver the address as the defining 
moment of his presidency. 

Nowhere perhaps is the change of 
course more evident than in the proposal 
to raise the rales of income lax and 
provide tax breaks to stimulate invest¬ 
ment, practically negating the philosophy 
that has already become the standard 
recipe for tax reform the world over, viz, 
widen the base, reduce the rates, level the 
playing Held. I'hose who are given to 
putting policies in ideological siraitjackets 
would, however, be making a mistake if 
they take Clinton as one belonging to the 
‘left’. Private sector is the engine of 
America’s growth, he unequivocally 
acknowledged and pledged his plan as one 
to improve the health of business. 

The lessons that this massive budget 
campaign holds for a country where too 
the federal budget presentation is an 
occasion for national attention and 
debate, howt'vcr, are not the reversal of the 
course or ideology—Americans are much 
io<r pragmatic to go along any set path too 
long unless it is demonstrably beneficial 
to them—but the extent to which the 
country’s president goes in displaying 
political courage and the pains he takes 
to carry the country with him. Here one 
finds truly a demcH'racy in action, with the 
president and his colleagues talking 
tirelessly to the people, explaining their 
action, convincing them of their good 
intentions and the soundness of their 
plans, fhete are tio inhibitions—the most 
exalted personages facing a barrage of 
qiicMions on the TV talk shows inter¬ 
spersed w ith break-in telephone calls from 
all over the couiurv. and showing 
readiness to mend il proved wrong, 
liqually sttiking is the openness with 
which pioposals lor the budget arc 
discussed even bclor-’ the budget is 
presented. No witeh-huniing for coiuempi 
of the House, evcti though the president 
speaks to the people about his plan before 
addressing the f'ongrcss—something 
unthinkable in our sacred land. How one 
wishes, budgets were made like this, for 
the people—and by the iveople! 
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Turnaround in Industrial Growth 

Hasty Claims for Liberalisation 

L C Jain 

Export pessimism, obsession with import-substitution, a misplaced concern with the promotion of the small- 
scale sector and industrial dispersal—these are the stock criticisms of the industrial development strategy pursued 
till the present phase of economic liberalisation. Using Isher Ahluwalia’s Productivity and Growth in Indian 
Manufacturing as a typical text in this regard, the author examines the worth of these criticisms and also assesses 
claims of a turnaround in industrial growth allegedly as a result of the reorientation in the government’s industrial 
and trade policies. 


EVER since the First Plan, India has been 
investing most of its resources and hopes 
on industry—regarding it as the engine of 
growth. But analytical and insightful in- 
formation available on Indian industry 
has remained in inverse proportion to the 
rising investments on this sector. Through 
her two painstaking books. Industrial 
Growth in India: Stagnation since the 
Mid-Sixties (1985) and Productivity and 
Growth in Indian Manufacturing (1991), 
Isher Judge Ahluwalia has attempted to 
fill this information void on Indian in¬ 
dustry to a notable extent. The comments 
here seek to highlight what appear to be 
weak spots in her 1991 study. 

The subject ol Ahluwalia’s 1985 study 
was melancholy. The study investigated 
the reasons for “the prolonged slowdown 
in Indian industry since the mid-sixties”. 
It identified three principal contributing 
culprits: (i) slowdown in infrastructure 
investment and poor management of in¬ 
frastructure; (ii) slow growth of per capita 
agricultural incomes; and (iii) restrictive 
framework of industrial and trade 
policies. But hardly had the ink dried on 
her 1985 book, the author noticed distinct 
signs of a ‘turnaround’ in the growth and 
productivity of Indian industry. Com¬ 
pared to stagnation, turnaround was an 
exciting theme She proceeded to asccruin 
the Whether and Why of the change and 
to explore if any, or all, of the aforesaid 
three culprits had changed their colour or 
character to enable the turnaround; and 
if there were any new major developments 
which may have contributed to the turn¬ 
around. Further, she had a hypothesis on 
hand which she concludes stands 
validated; 

The proccs- of reoiientation in the in¬ 
dustrial and trade policy framework that 
began in the late seventies had gained fur¬ 
ther momentum in the first half of the 
eighties. The book explores its relationship 
to the turnaround in productivity growth 
that is cleaily established in the study. 
In its scope. Ahluwalia's 1991 .study is 
focu.sed on productivity performance in 
the organised nanufacturing .sector over 
time and across industries at “a detailed 


level of disaggregation”. Since productivi¬ 
ty growth could not possibly uniform 
or even positive across the wide range of 
industries, the study attempts to provide 
some explanations for the inter-industry 
differentials in productivity growth within 
the manufacturing sector. On metho¬ 
dology, the author emphasises that her 
1991 study has been “highly data- 
intensive” (with 55 excellent text and 
annexure tables), that is, the analysis and 
conclusions are based on and backed by 
unusually detailed and disaggregated 
figures and facts. 

E.xi'oiri Pessimism 

But on the facts, we found ourselves 
bogged down in the very first chapter 
titled ‘An Overview of Planning, Policies 
and Industrialisation in India*. It is impor¬ 
tant to look closely, even if at length, at 
this ‘Overview’ since it has fashioned the 
frame for the treatment meted out by the 
author to the subject of enquiry. 

The burden of the overview is that 
Indian planning and its industrialisation 
•Strategy .suffered chronically from not only 
import substitution obsession but also 
from chronic export pessimism (an expres¬ 
sion repealed II limes across the 30 
pages of the overview chapter). Export 
pessimism, the author holds, made the 
plans indifferent, if not opaque, to 'he 
potential of world demand and to the op¬ 
portunity for using ‘exports’ as a dynamic 
instrument of India’s industrialisation. 
This default by the planners, the author 
says, was all the more shocking since 
world demand was on the rise and 
expanding—implying that export 
pcssiniism wa.s totally unwarranted. What 
could explain this myopia or mulishness 
on the pan of the early planners? 
Ahluwalia serves us what she regards as 
the explanation; 

Self-reliance has been a principal objec¬ 
tive of Indian industrial planning 
although It is worth noting that the 
Second Five-Year Plan (1956-61) made no 
mention of it... the concept of self-reliance 
was explicitly introduced in the Third Five- 
Year Plan (1961-66)... 


Self-reliance has in practice been inter¬ 
preted to mean a strong import substitu¬ 
tion orientation in the development 
strategy. In an extreme form self-reliance 
was equated with self-sufficiency which 
led to a position of favouring any displace¬ 
ment of imports by domestic production 
anywhere in the economy at whatever cost. 
The critical link between the objective of 
self-reliance and the import substitution 
orientation in the Indian strategy for in¬ 
dustrialisation is the assumption of export 
pessimism. 

Whether or not this interpretation is a 
faithful representation of the Third Plan 
is best answered by that Plan itself: 

An important reason for stressing new and 
far-reaching measures and policies for in¬ 
creasing exports during the Third Plan is 
that this is the period In which exports 
must be built up in order to meet the much 
larger requirements anticipated for the 
Fourth Flan. Considering the require¬ 
ments on account of repayment obliga¬ 
tions abroad and maintenance and 
development imports, it is esiimrfted that 
by the end of the Fourth Plan the annual 
level of exports would have to rise to 
about Rs ijoo crore to Rs 1,400 crore, that 
is, to at least twice the present level. This 
is itself one of the essential conditions for 
ensuring that India’s economy becomes 
self-reliant and self-sustained by the Fifth 
Plan. (Emphasis added.) 

Should there still be any doubt about 
the interpretation of self-reliance as en¬ 
visaged in the Third Plan, we turn to 
finance minister Manmohan Singh’s 
budget speech (part A) 1992-93: 

Our vision of a self-reliant economy 
should be of an economy which can meet 
ail its import requirements through ex¬ 
ports, without undue dependence on ar¬ 
tificial external props such as foreign aid. 
I suggest to this augu.st House that this 
is precisely the vision of self-reliance as 
bequeathed to us by Jawaharlal Nehru as 
elaborated in the Third Five-Year Plan... 

As for the general charge of export 
pessimism levelled against the early plan¬ 
ners, which Ahluwalia is not alone in 
making, let us turn to the Plan documents 
from the First to the Third Plan and 
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rerresh our memories about the planners’ 

perspective on exports: 

First Plan 

Commeiciai policy has to serve the follow¬ 
ing ends in the context of planning: 

(a) It must help to fulfil the production 
and consumption tai^ets in the Plan; 

(b) the accent of policy throughout must 
be on maintaining a high level of exports; 

(c) the deficits in balance of payments 
must be kept within the foreign exchange 
resources at the disposal of the country 
in any given period; 

(d) the composition of exports as well as 
of imports must, as far as possible, fit in 
with the fiscal and price policies which 
have to be followed for the implementa¬ 
tion of the Plan; and 

(c) there must be, to the extent practicable, 
a measure of continuity in policy so that 
trade relations with other countries in 
respect of exports and imports and the 
plans of domestic industry and trade are 
not frequently disturbed. 

Conditions of foreign trade, as is well 
known, are apt to change frequently and 
sometimes violently. Precise year-by-year 
targets for exports and imports over the 
period of the Plan would therefore serve 
little purpose. There is also the additional 
factor that the timing and magnitude of 
external assistance which might be 
available cannot be precisely foreseen. The 
five guiding principles mentioned above 
will, however, in any given set of cir¬ 
cumstances, indicate broadly the ap¬ 
propriate policy which has to be followed. 
It is also possible that the commodities for 
which there is a ready market abroad may 
be those which are essential intertuilly for 
the implementation of the development 
programme. Regulation of foreign trade 
aimed at cutting down imports and pro¬ 
moting exports will therefore have to keep 
these factors also itt view. 

The higher production of agricultural raw 
materials like jute and cotton provided for 
in the Plan will reduce the dependence on 
imports relatively to the level of domestic 
pr^uction of manufactured products like 
jute and cotton textiles, and increase the 
exportable surpluses of the latter. The ar¬ 
rears in capital expenditure accumulated 
during the war will also by and large, have 
been made up in the course of the five 
years. 

The recovery of Germany and Japan, and 
-the possibility of de^loping greater 
trade relations with countries like 
Czechoslovakia and Sweden which can ex¬ 
port capital goods, will help to diversify 
trade and partly correct the existing im¬ 
balance with the hard currency countries. 
It is also to be expected that as new lines 
of manufacturing industries develop in 
India, the trend already noticeable in re¬ 
cent years for exports of sewing machines, 
batteries, textile machinery, electric fans, 
bicycles, etc, to countries in south-east 
Asia will also be strengthened. 


Second Plan 

Mention may be made of the export 
possibilities for some of the new industries 
which have developed in recent years. The 
hope was expressed in the First Plan that 
new lines of export, particularly in the 
light engineering field, e g, sewing 
machines, electric fans, cycles, etc, will 
assume increasing importance as the 
economy gets diversifi^. These exports 
have not yet reached a level where their 
earnings could be regarded as quan¬ 
titatively significant. It will be some time 
before these new industries establish 
themselves firmly and secure sizeable 
export markets. 

On the whole the fact remains that the 
increase in exports that we envisage over 
the plan period is not very striking. India’s 
export earnings ate derived from a few 
commodities. Three of them, namely, tea, 
jute manufactures, and cotton piecegoods 
account for one-half of the total. These 
major exports an; meeting increasing com¬ 
petition abroad. This limits the scope for 
any substantial increase in exports in the 
short run. While every effort has to be 
made to promote exports of new items and 
to develop and diversify the markets for 
the country’s major exports, it has to 
be recognised that it is only after 
industrialisation has proceeded some way 
that increased production at home will be 
reflected in larger export earnings. 

Third Plan 

Over the past decade, on the whole India’s 
exports have been stagnant. The First Plan 
annual average of Rs 609 crote might have 
been smaller but for the exceptionally high 
exports in I95i-S2 on account of the war 
in Korea, while the Second Plan average 
of Rs 614 crore would have been higher 
but for the recession in 1958 in USA, and 
Europe [emphasis added]. In volume, 
exports vvere higher in the ^ond Plan by 
9 per cent but, on account of less 
favourable unit values, this increase was 
not reflected in larger export earnings. 
Economic development within the coun¬ 
try increased domestic demands and 
reduced the surpluses available for 
exports. Thu.s, over the decade, while the 
total world export trade doubled. India’s 
share in it declined from 2.1 per cent in 
I9S0 to 1.1 per cent in I960, 
in the pattern of export trade over the past 
decad^ two main trends could be observ¬ 
ed. Firstly, among commodities which are 
directly or largely based on agricultural 
production (which still account for the 
bulk of India's exports) such as tea, cot¬ 
ton textiles, jute manufactures, hides and 
skins, spices and tobacco, on the whole, 
oports did not improve. However, signiFi- 
cant increases were achieved in the exports 
of new manufactures and of products like 
iron ore, but these were not sufficient to 
offset the decline in the traditional 
exports. 

In recent years and, more especially since 
the middle of the Second Plan period, a 
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scries of measures have been initiated with 
the object of stepping up exports. It is 
possible that but for these efforts export 
during recent years might have been lower. 
The measures in question were fairly 
widely conceived and included organisa¬ 
tional changes, increased facilities and in¬ 
centives and diversification of trade. To 
the first group belong Export Promotion 
Councils, which have been set up for cot¬ 
ton textiles, silk and rayon, engineering 
goods, chemicals, tobacco, spices, cashew, 
leather, plastics, sports goods and mica; 
establishment of the Export Risks 
Insurance Corporation; assignment to 
Commoding Hoards for tea, coffee and 
coir of the duties of Export Promotion 
Councils; and increased facilities for 
publicity, fairs, exhibitions, etc. In the se¬ 
cond group may be mentioned measures 
such as removal of export controls and 
quota restrictions, abolition of most 
export duties, refund of excise duties, 
special import licences for raw materials 
for export and priorities for transport 
facilities. Thirdly, through the activities of 
the State Trading Corporation and 
development of trading relations with 
USSR and countries in eastern Europe, 
there has been progress of the diversifica¬ 
tion of India’s foreign trade 

Export Objectives in the Third Plate If the 
measures for expanding exports which 
have been taken so far are considered in 
relation to the underlying factors 
inhibiting exports, they cannot be said to 
have been adequate. One of the main 
drawbacks in the past has been that the 
programme for exports has not been 
regarded as an integral pan of the coun¬ 
try’s development effort under the Five- 
Year Plans. If a substantial increase in 
exports is to be achieved, action has to be 
taken along several directions, in par¬ 
ticular, the following: 

<a) domestic consumption niu.si be held 
within reasonable limits with a view to 
creating the surpluses for exports; 

(b) in view of the increasing profits which 
can be earned in the domestic market once 
an economy begins to develop, steps to 
increase the comparative profitability of 
exports are essential: 

(c) in their cost structure and productivity 
the principal industries, specially the 
export industries, must become com¬ 
petitive as early as possible, and a 
systematic programme to Uiis end has to 
be pursued within each industry. 
Thus steadily increasing the share 
of new manufacturers and minerals 
in the export trade. Industrial licensing 
policies should also be oriented towards 
export promotion; and 

(d) .steps must be taken to mobilise public 
opinion in favour of exports and accep¬ 
tance of the burdens involved, to enlist the 
co-operation of industry and trade in this 
national effort, to improve government’s 
own organisation for market research and 
intelligerK'e and commercial representation 
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abroad, and lo enlaise facilitim for credit, 
insurance, etc. 

This factual recall suggests that India’s 
self-reliance and import substitution were 
not founded on ‘export pessimism* as 
made out by Ahluwalia. Ahluwalia also 
slips on several other facts. First, she 
argues that if the planners had been 
‘inclined towards outward orientation*, 
they ought to have taken note of “the only 
serious detailed and disaggregated em¬ 
pirical analysis of Indian exports by 
Manmohan Singh (1964) available at the 
time of formulating the basic strategy for 
Indian industrialisation which had com- 
pretiensively established that Indian 
exports had been constrained by supply 
bottlenecks and not by demand" (p 9). 
But earlier, the author acknowledges (p 2) 
that the strategy which formed the basis 
for-the planning for industrialisation in 
India was formulated in the Second 
Plan (I9S6-61). Thus the industrialisation 
strategy was settled well before Manmohan 
Singh’s study of 1964. 

Moreover, no permanent offence was 
committed by the neglect of Manmohan 
Singh’s 1964 advice, as evident from 
his subsequent position. Curiously, 
while quoting Manmohan Singh’s (1983) 
T T Krishnamachari Memorial Lecture, 
Ahluwalia omits what Singh said on 
India’s export prospects as he saw them 
at the time: 

The task is not easy when we take into ac¬ 
count the recent sharp deterioration in 
international economic environment im¬ 
plied by the high cost of imported oil, the 
presistent stagnation in output in 
industrial countries, the declining volume 
of world trade, growing protectionism in 
developed countries directed particularly 
against imports from third world coun¬ 
tries, uncertain prospects for flow of con¬ 
cessional external assistance on which we 
have relied heavily in the past, and the 
crisis currently facing the international 
banking system in the wake of severe debt 
service problems which have arisen in 
several developing countries. The present 
global economic crisis implies that we can¬ 
not rely on the outside world to provide 
us additional resources Tor financing our 
development. It also means that increas¬ 
ing our exports will involve far greater ef¬ 
fort and determination than in the past. 
Again, while citing Manmohan Singh’s 
address to the World Bank Conference on 
Development F.conomics, 1989, the 
author fails to mention Singh’s reserva¬ 
tions about world trade prospects: 

3'he operational issue here is the scope for 
the future growth of exports of labour- 
intensive manufactures from developing to 
developed countries. Given favourable 
demand conditions, supply bottlenecks 
can be overcome over a period of time. 
The real is.s-je then boils down to the 
following; Will markets be still available 


if all those countries which have in the 
past pursued inward-looking development 
sirat^ies switch over to export-oriented 
strategies based on labour-intensive 
manufactures? This is an empirical ques¬ 
tion and a reliable answer to it can have 
a material influence on future develop¬ 
ment strategies. At the practical level, the 
priority that developing countries* 
interests are accorded in the Uruguay 
Round of Trade Negotiations will provide 
an important indication about the future 
of export- oriented industrialisation. 

In his 1991-92 Economic Survey. 
finance minister Manmohan Singh had 
this to report: 

bxport-oriented industries were faced with 
recessionary conditions in the industrial 
economics and a dramatic collapse of de¬ 
mand in the markets of the erstwhile 
Soviet Union. 

Second, Ahluwalia argues (p 9) that the 
virus of export pessimism had smitten not 
only India but also many developing 
countries in the immediate post-war 
period. But she adds that while “many 
developing countries changed their course 
in the early- to mid-60s, India along with 
some Latin American countries persisted 
in export pessimism until for India it 
became a self-fulfilling prophecy". 

Significantly, Ahluwalia, makes no 
reference to the devaluation effectuated by 
India in 1966 which was strongly premised 
on propelling exports. Nor does she take 
note of the numerous policy apd institu¬ 
tional measures, incentives and ‘liberation’ 
of exports from the restrictions designed 
for domestic production (as enumerated 
in the Third Plan and cited above). It is 
also difficult to believe that the author 
could have missed as important a source 
as V R Rinchmukhi {Foreign Trade and 
TYade Policies in Development Process of 
the Indian Economy. 1987.) who had 
acknowledged that “at the beginning of 
the Third Plan, export orientation was 
inducted and thereafter export targets 
were set in various plan documents 
and export promotion policies were 
introduced". 

Further, “with the decision on the 
devaluation of the rupee in 1966 and with 
changes in the tariff and the export sub¬ 
sidy policies, an effort was made to use 
the fiscal measures to get the desired result 
of imiwrt substitution and export promo¬ 
tion”. Besides, “from 1971 onwards a new 
dimension to the export promotion effort 
was added in the form of creation of 
number of export organisations aimed at 
providing export services to the exporting 
country”. 


IMPOKI SlIBSinUTION 

Certainly, Indian planners were not 
striving for an export-led development 
strategy, but to heap ‘export pessimism’ 


on their heads wholesale would appear to 
be a case of over-kill. The author’s com¬ 
pulsions for doing so appear to emanate 
from her contempt for what she regards 
as magnificent obsession with import 
substitution. Undoubtedly, in its pursuit 
of import substitution, India has made 
quite a few errors but the author is making 
less than a balanced comment when she 
suggests that India has followed “a posi¬ 
tion of any displacement of imports by 
domestic production anywhere in the 
economy at whatever cost”. Such a sweep¬ 
ing generalisation or caricaturing converts 
an argument into abuse for which there 
should be little place in a study based on 
highly intensive data. 

In the first place, imports have not been 
displaced from the Indian economy in 
spite of over three decades of what the 
author calls a drive for ‘import substitu¬ 
tion anywhere at any cost*. If any thing, 
imports have gallop^—between 1960-61 
and 1990-91 they have risen from Rs 1,122 
crote to Rs 43,192 crorc. These imports are 
meeting diverse needs of the economy in¬ 
cluding materials, machinery, spares and 
servicing of hundreds of foreign col¬ 
laborations, required among others by 
the import substituting enterprises 
themselves. It shows that import sjbstitu- 
tion has been selective, limited and not 
wholesale 

Secondly, as the author acknowledges, 
a definite impact of import-substitution- 
led industrialisation has been “with 
mpect to diversifying industrial struct'irc 
which at the time of independence was 
dominated by Textile and Sugar In-' 
dustries". But the author has overicxrked 
the fact that if selective import substitu¬ 
tion had not been undertaken in the early 
planning phase, it is certain that our im¬ 
port resources would have been consum¬ 
ed mainly by a narrow range of industries 
which happened to have made an early en¬ 
try on the Indian industrial scene. Thus 
it would have been well-nigh impossible 
to achieve any significant diversification 
of the industrial base. 

Thirdly, import substitution has not 
been a disaster for India’s industrialisa¬ 
tion, as the author would have us believe. 
In his 1983 TTK lecture, while pinpoin¬ 
ting several ‘important gaps’ Manmohan 
Singh did also list the achievements of the 
now much abused industrialisation 
strategy of which import substitution was 
an important element; 

Since I9S0, India’s industrial production 
has increased at an average annual rate of 
about 6 per cent. The country’s industrial 
base has been greatly diversified and there 
has also been a considerable accumulation 
of scientific, technical and managerial 
skills. We are now self-sufficient in 
meeting our requirements of industrial 
consumer goods. We have a large diver¬ 
sified capital goods industry, and the 
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country has now the capacity to plan, 
design, set up and commission new (riants 
lor a wide range of industries such as 
sugar, textiles, cement, paper, steel, heavy 
electricals, drugs and machine tools. The 
reduced dependence on imported capital 
goods has greatly enhanced our ability to 
pursue an autonomous path of develop¬ 
ment, suited to the needs of our people. 
Analy^ by other scholars also point 
out that there is more than one side to the 
role and impact of protection policies 
which were used as a tool to support im¬ 
port substitution. It is not all black; and 
some of the inefficiencies attributed to 
protection policies may have been con¬ 
tributed by other policies independent .of 
protection, such as the large space 
reserved for public sector in the industrial 
landscape. Sudipto Mundic and Hiranya 
Mukhopadhyay (‘Protection, Growth and 
Competitiveness: Study of Indian Capital 
Goods Industry’. EPW, February 29,1992) 
point out: 

The new theory of international trade sug¬ 
gests that increasing returns and market 
imperfections are powerful sources of gain 
from international trade They also offer 
a more compelling explanation of the 
observed patterns of international trade 
as compared to the traditional com¬ 
parative advantage theory. However, 
increasing returns and market imperfec¬ 
tions, taken along with learning effects 
already highlighted in the earlier litetatuic; 
imply that conventional theorems about 
the welfare costs of protection, based on 
simple parables of perfect markets, cons¬ 
tant returns, no factor intensity reversals, 
etc, may be misleading or, at best, inade¬ 
quate. Under more complex conditions, 
protection may in fact serve as a strategic 
export promoting device. Therefore, the 
benefits and costs of protection need to 
be separately worked out for individual 
cases from a perspective of dynamic com¬ 
parative advantage. 

We have examined whether protection per¬ 
formed this strategic role of establishing 
international competitiveness for the 
Indian capital goods indu.stry which lay 
at the core of the Nehru Mahalanobis in¬ 
dustrialisation strategy. It turns out that 
there were indeed very distinct gains from 
protection to the capital goods industry, 
particularly electrical and non-electrical 
machinery, by way of extra growth from 
the mid-SOs to early 70s, leading to much 
higher scales of output than would have 
been achieved in the absence of protonion. 
The authors however do find that “the 
Indian Capital Goods Industry has failed 
to become price competitive international¬ 
ly" but conclude that “the major compo¬ 
nent of domestic-international price dif¬ 
ference is attributable to exogenous fac¬ 
tors such as higher input prices or taxes”. 
The not-so-major but still significant con¬ 
version co.st dirferences are attributable to 
“relative inefHciency of the manufacturers 


themselves". However, in respect of the 
‘inefficiency of the manufacturers 
themselves* the authors do not provide a 
comparative analysis by ‘ownership’ 
(public and private) of the manufactur¬ 
ing enterprises. For, ownership could be 
a factor in such inefficiencies. Indeed. 
Ahluwalia and several other authors have 
shown that the extent of such inefficien¬ 
cy will be more pronounced in public 
enterprises. It has to be understood that 
reservation of a largci share of manufac¬ 
ture for public seaor entcrpri.scs by Indian 
policy-makers was not crucial for the 
overall success of the strategy of protec¬ 
tion and import substitution though the 
induction of public sector may be justified 
on other wider considerations. 

SMAt.i SCAt.f. 

Consistent with her generally dis¬ 
approving approach towards the in¬ 
dustrialisation strategy of the early Flans, 
Ahluwalia also throws doubt on the place 
assigned to and contribution of the small- 
scale sector. Some of her observations on 
small scale or of the authors she quotes 
without questioning on small scale and 
dispersal, bear a discussion. 

First, “the traditional small-scale sec¬ 
tor of industry has grown at a slower pace 
than the modern small-scale sector". Here 
an important fact overlooked is that a 
good bit of the growth of the modern sec¬ 
tor in the SSI is a statistical windfall. Since 
1966 the definition of the SSI sector has 
been administratively revised upwards 
(and steeply) in terms of investment 
ceiling on plant and machinery (1966: 
Rs 7.5 lakh; I97S: Rs 10 lakh; l9fK); Rs 20 
lakh; 1985: Rs 35 lakh and 1991: Rs 75 
lakh). Similarly, for ancillary industries in 
the SSI sector investment ceiling has been 
revised successively upwards from Rs 10 
lakh to Rs 15 lakh, Rs 25 lakh and Rs 45 
lakh and Rs 75 lakh between 1966 and 
1991. 

Two censuses of SSIs have been carried 
out in the past 15 years, in 1972-73 and 
1987-88. in 1972-73 investment ceiling was 
Rs 10 lakh. During the 1987-88 census it 
was Rs 35 lakh. Fven if we exclude those 
units with investment up to Rs 20 lakh 
(assuming that they existed during tne 
1972-73 census but their capital ba.se had 
doubled in this 15-year period) from the 
results of the 1987-88 ccnsu.s, we have ad¬ 
ditional units numbering over 6,000 add¬ 
ed to SSI. The investment of these 6,0(X) 
units is about Rs 850 crore, output over 
Rs 9,000 crore. Clearly, these units must 
all be in the modern sector of SSI. The 
effect of their inclusion in the SSI sector 
through administrative changes in defini 
tion can distort a .straight comparison 
with the growth of the traditional segment 
of the SSI, and as we will show ji will 


distort also the judgment about whether 
the SSI is a labour-using or capital-using 
.sector. 

The author quotes “recent empirical 
research cn small-scale manufacturing 
enterprises" (1 M D l ittle. D Ma/umdar 
and J M Junior Page, Small Mani^faciur- 
ing Enterprises, World Bank, 1987; and 
B N (joldar. Relative Efficiency of 
Modern: Small Scale Industries in India, 
1988) where “doubts have been raised cn 
the employment generating potential of 
the small-scale sector" and that “small- 
.scale industry cannot be relied upon to 
generate a large amount of employment". 
The first question is; if the SSI cannot be 
relied upon then who is to be relied 
upon—the organised sector? The follow¬ 
ing extracts (from ‘r.mployment: Past 
Trends and Prospects for 1990s’, Working 
Paper, Planning Connnission, 1990) pro¬ 
vide some clues about the relative reliabili¬ 
ty and prospects of employment from dif¬ 
ferent segments of the manufacturing 
enterprises: 

Manufacturing sector, as a whole, has 
experienced a reasonably high growth of 
employment at 3.6 per cent per annum 
during the period 1972-73/1987-88. 'IVvo 
rather disconcerting features, however, 
need to be noted. First, the growth rate 
of employment has decelerated during the 
recent, years (1983-88) to around 2 per 
cent. And second the employment growth 
in the organised sector has been par¬ 
ticularly low. A relatively favourable figure 
of employment growth in the manufactur¬ 
ing sector has mainly been a result of a 
high growth in the unorganised sector, in 
the organised manufacturing sector ration 
of employment to output declined from 
around 0.40 during the seventies to around 
0.26 during 1980s. Further within the 
organised factory sector, this ratio is 0.44 
in the smaller sector consisting of factories 
employing less than 100 workers, while it 
is only 0.15 in the case of larger factories. 
Thus despite an observed declining trend 
of aggregate employment growth in the 
manufacturing sector, the employment 
potential of growth in the small and 
unorganised manufacturing s-.vior con¬ 
tinues to be reasonably high. 

The same paper also gives a further 
description of the pattern and rate of 
employment growth in the unorganised 
sector. 

Unorganised sector accounts for about 90 
per cent of the total employment and its 
share has been more or less constant 
throughout the 15-year perirxl Though 
the share ot the organised and unorganis¬ 
ed sectoi in total employment have not 
changed over the years, there have been 
significant increases in the proportion of 
the unotganised scciois of economic ac- 
iisii>. In manufacturing, the share ol the 
unurg.'iiiised sector in total employment 
has increased Irom 67 per cent in l972-7t 
to ■’6 per cent in 1987-88. Unorganised 
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sector now accounts for about 86 per cent 
of the employment in construction. In 
transport, storage and communication, 
the proportion ha.<> gone up from 24 per 
cent to 51 per cent during this period. 
There are of course known limitation.s 
about data relating to the unorganised 
sector; but is it as bad as the author makes 
out leading to an outright exclusion from 
her book of a mention of even the 
minimum available numbers: 

Data on employment in the unorganised 
industrial sector is highly inadequate, 
thereby making it virtually impossible to 
a.ssess the expansion of employment in 
this sector. 

It is also necessary to point out that the 
empirical researches on SSI sector, of the 
kind cited by the author, often do not 
adopt a sample which is representative of 
a highly differentiated structure of the SSI 
sector in respect of investment, employ¬ 
ment and productivity. First, one staik 
fact ignored by researchers is that though 
the government keeps on raising the in¬ 
vestment ceiling (from Rs 7.S lakh to 
Rs 75 lakh) 93.8 per cent of SSI units are 
still in the investment slab of up to Rs 5 
lakh only as per the 1987-88 census. 
Investment ceiling is raised thus for no 
more than 2 per cent of SSI units to 
enable the enterprises to smuggle into the 
SSI sector. Higher slabs of investment, it 
has to be understood, do not represent 
‘natural* graduation by investment of SSI 
units over time. 

Indeed, as Goyal. Chalapaii Rao and 
Kumar point out (SmaH-Scale Sector and 
Big Business, 11 PA, 1984) upward revision 
of investment ceiling has been resorted to 
by government in spite of protests by SSI 
sector to facilitate infiltration by Big 
Business to frustrate the purposes of pro¬ 
duct reservation. 

In 1987-88, 82.8 per cent of the total of 
5.82 lakh SSI units were in the investment 
slab up to Rs 1 lakh only. They provided 
53.9 per cent of all SSI employment (36.6S 
lakh) white they accounted for only 33.2 
per cent of the total fixed investment in 
the sector. Their share in output was 28.1 
per cent. 

At the other extreme the proportion of 
units in the investment slab of Rs 10 lakh- 
plus was 1.9 per cent of the total, whtch 
accounted for 12.5 per cent of the total 
employment, 27.2 per cent of the total 
fixed investment and 28.3 per cent of the 
total output. Within the fold of these 1.9 
per cent units, there are wide differences 
among units in the investment slab of 
Rs 10-15 lakh and those in the slab of 
Rs 100 lakh and above. Respectively, their 
per unit fixed investment varied from 
Rs 1.20 lakh to Rs 12.64 lakh, and per unit 
employment from 28 to 145 persons. 

This is not the place to scrutinise the 
sample used by the various empirical 
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researchers (Little, Marumdar et al) but 
to emphasise that the representative 
character of their sample must be borne 
in mind before accepting their pronounce¬ 
ments about the SSI sector as a whole. 

DiSPtRSAL 

The industrialisation strategy had also 
expected the small-scale sector develop¬ 
ment to "act as the main instrument of 
industrial dispersal". Ahluwalia holds that 
while there was evidence of industrial 
dispersal in physical terms, the costs 
involved had not been considered. 
Experience with industrial dispersal has 
been none too happy, but the evidence 
cited by the author showing progress or 
pitfalls is rather weak. 

First, the evidence of dispersal of 
industry cited by the author is rather 
indirect. It is inferred from studies show¬ 
ing reduction in inter-state disparities. To 
an extent yes. But this ev'idence is not 
specific to the contribution of small-scale 
industry. On dispersal, as such, the author 
quotes only one study by Dhar (1979) 
which observed that “small-scale industry 
has not proved to be foot-loose”. Specific 
data on geographical spread of SSI is pro¬ 
vided by the two SSI censuses. The total 
number of working SSI units increased 
from 1.39 lakh to 5.82 lakh between 
1972-73 and 1987-88; and the proportion 
of these units located in the backward 
areas increased from 35 per ceni to 66.2 
per cent during this 15-year period. Often 
the very small number of SSI units located 
in officially-sponsored industrial estates, 
which are foot-tied by definition, are 
mistaken by researchers and others as 
being representative of the small-scale 
sector. The 1972-73 census shows that only 
6.344, i e, less 5 per cent of the total SSI 
units were located in the industrial estates. 
Though the 1987-88 census does not pro¬ 
vide information on this aspect, it is 
known that since the mid-70s, the pro¬ 
gramme of establishment of industrial 
estates has been practically halted; and 
since the total number of working SSI 
units has gone up to 5.82 lakh, the pro¬ 
portion of these located in industrial 
estates could by no means be more than 
5 per cent of the total. 

We take one more observation of 
Anluwalia related to the pitfalls of 
dispersal: 

In 1971 there were 35 industrial centres 
employing 25.000-plus workers in non¬ 
household manufacturing. By 1981, this 
had increased to 57. While all this points 
towards achievements of industrial disper¬ 
sal on physical fronts, the higher costs 
involved in the process in the absence of 
infrastructure in the backward areas have 
not been documented in any systematic 
manner. 


It shows how a loose statement such as 
the one above (though.otherwise better 
left unnoticed) can in an overview loaded 
against the previous industrialisation 
strategy subtly confirm that the early 
planners were blind to costs (import 
substitution at any cost, industrial disper¬ 
sal at any cost, etc) or else, could a data- 
based study afford to cast doubts without 
some data. For example, the above com¬ 
ment states that 22 more industrial cen¬ 
tres were pushed in between 1971 and 
1981, ‘in backward areas’ and in spite of 
‘the absence of infrastructure’; and that 
no one has examined the ‘higher’ costs 
involved-. But did these nameless 22 cen¬ 
tres really emerge in backward areas? 
Remember. Ahluwalia’s qualifying 
clause is: centres with “employment of 
25,000-plus workers”. Could it be the case 
that these centres existed even in 1971 but 
with the growth of activity, the number 
of workers therein increased? 

And. yes, this is precisely what appears 
to have happened. The names of the 35 
centres as in the 1971 census, as well as 
the additional 22 centres are listed in the 
Report of the Inter-Ministerial Commit¬ 
tee to Review Incentive Schemes for 
Industrialisation of Backward Areas 
(1986). These 22 centres are: Jullundur, 
Vishakapatam, Vijaywada, Jamnagar, 
Rajkot, Bhavnagar, Srinagar, Mangalore, 
Hubli. Mysore, Cidicut, Ujjain, Bhiwandi, 
Nashik. Ichkaranji, Rourkcla, Jodhpur, 
Kota, Erode, Tiruppur. Chandigarh (one 
name is missing or there is a misprint in 
Ahluwalia—22 instead of 21). 

These industrial centres are stars of old, 
some were active even during World War 
II. They were not born on India’s in¬ 
dustrial horizon during 1971-1981. It is not 
the best example of policy pushing in 
dustrv in backward areas and in the 
‘absence of infrastructure^though like 
every other place, these 22 centres must 
be suffering f^rom inadequacy of the latter. 

Finally, it is not that what Ahluwalia 
says on export pessimism, import sub¬ 
stitution. on protection, on small-scale in¬ 
dustry, dispersal, etc, is without merit. Bui 
we are left with an overwhelming impres¬ 
sion that her ‘overview’ is far from fact 
based or balanced. 

Tin TliRNARtMINIJ 

Now we turn to the central theme of 
Ahluwalia’s study, namely the “turn¬ 
around in productivity growth" and its 
relationship with the “reorientation in the 
industrial and trade policies”. The author 
concludes that this relationship is “clear¬ 
ly established”. 

In arriving at this conclusion, the 
author has considered changes (between 
1981-82 to 1985) in the behaviour of the 
three impeding factors, identified in her 
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previous study, namely (a) poor managi^' 
nwni of infrastructure^ (b) slow growth of 
per capita agricultural incomes, and 
(c) restrictive policies. 

The author finds that management of 
infrastruaure had distinctly improved but 
‘‘while it would be far-fetched to conclude 
on the basis of available evidence that the 
infrastructure constraint was overcome in 
the 8Qs, it is reasonable to argue that a new 
beginning was made and that this yield¬ 
ed some positive results". 

But there was little change or cheer as 
far as per capita agricultural incomes con- 
streiiit is concerned. In her previous study 
the author had concluded that it was **tt^ 
slow growth of agricultural incomes per 
capita leading to a slow generation of 
demand for consumer goods which was 
a factor constraining the growth of con¬ 
sumer goods”. In the piesent study, on the 
basis of available evidmce, the author says 
that it is fair to conclude that as in the 
past constraint on industrial development 
in the 8Qs (1981-82 to 1985) continued to 
be “slow growth of agricultural incorhes 
per capita". 

In contrast, the author records that in¬ 
dustrial policy reconstruction gained some 
‘momentum* in the 80s and many restric¬ 
tive features of policy were reduced or 
removed. These included (a) reducing the 
domestic barriers to entry and expansion, 
(b) easier access to better technology and 
imported inputs, (c) more flexibility in use 
of installed capacities, (d) larger role 
allowed for large business houses, and 
(e) easier modernisation of capital stock. 

Given negligible contribution of per 
capita agricultural incomes (i e, the de¬ 
mand side) and partial contribution of 
improved performance of infrastructure, 
the author hands the credit for the turn¬ 
around mainly to the momentous reforms 
of ihe restrictive policy frame. However, 
a closer look suggests the need for some 
caution in drawing any categorical 
conclusions. 

First, a word about the author's 
analytical frame. For analytical purposes, 
the author divided the Indian manufac¬ 
turing sector into four use-based sectors, 
namely (I) capital goods, (2) consumer 
goods durables, (3) consumer goods non¬ 
durables, and (4) intermediate goods. She 
noted that of these four, the intermediate 
goods sector is the largest use-based sec¬ 
tor with a share in the total value added 
in manufacturing of 36-38 per cent. Her 
analysis of trends in productivity and 
growth (Chapter 2) of the manufacturing 
sector in general, and the four use-based 
sectors, revealed that the intermediate 
goods sector had exhibited “by far the 
worst performance” with respect to total 
factor productivity (TFP); and that “the 
worst performance of the intermediate 


sector in India is an experience 
which is not shared by many of the other 
developing economies”. 

iNTtRMbDIATii CtX>l>S 

Therefore, it was but natural for us to 
assume that in the following Chapter 3. 
titled ‘The Hirnaround’, the author would 
give due importance to analysing the ef¬ 
fect of industrial and trade policies as they 
impacted the fortunes of the intermediate 
golxls sector. But the author disappoints. 
She has given the least and the poorest at¬ 
tention to the intermediate go^s sector. 
It may be recalled that the very purpose 
of dividing the manufacturing sector in¬ 
to four use-based sectors was to discern 
and compare the reasons for differential 
performance, but Chapter 3 is occupied 
mainly by an elaborate discussion (or 
defence?) of the turnaround in the con¬ 
sumer durables sector (whose share in the 
total maitufacturing sector in 1985-86, was 
a bare 5 per cent in value added, and 3.5 
per cent in employment) and the rela¬ 
tively poor showing by the consumer 
non-durables. 

Data provided by the author shows that 
TFP of consumer non-durables and con¬ 
sumer durables in the period 1980-81 to 
1985-86 was considerably higher at 5.2 
and 6.6 than the average TFP of the total 
manufacturing sector at 3.4. At the other 
extreme, TFP of the intermediate goods 
sector was much below the average. It 
was ‘negligible* at 1.4. In the case of 
capital goods, TFP ‘improvement* was not 
‘statistically significant*. 

But the insignificant turnaround in 
TFP in the largest sector, the intermediate 
goods sector, has not merited any explana¬ 
tion. Still the author found it difficult “to 
resist the conclusion that the two sets of 
developments (trade policy liberalisation 
and improvement in productivity growth) 
were not independent of each other”. If 
so, the question should have arisen 
whether the negligible improvement in the 
intermediate goods sector was due to 
negligent content of trade liberalisation 
policies as applicable to this sector* The 
December 1989 Report of the Economic 
Advisory Council (EAC) had in fact enter¬ 
tained such a misgiving: 

Another area where corrective measures 
are required is in the production of capital 
goods and intermediates. The benefits of 
competition and technology upgradation 
have been fell most in Ihe production for 
some consumer goods. Similar benefits do 
not seem to have accrued in the produc¬ 
tion of industrial machinery, basic metals 
and other intermediates. It is also not at 
all clear that one of the basic rationale for 
liberali.salion to build import substitution 
as a base for promoting *cfficient export 
substitution* in keeping with long-term 


Economic and Political Weekly February 20-27, 1993 


comparaitiw 'advantage, liu been well 
served by Ihe policy regime that has been 
adopted so far. A major task in the n«i 
few years must be to ensure through ap¬ 
propriate policies a reduction in the cost 
of industrial raw materials and in¬ 
termediates and an improvement in pro¬ 
duct quality particularly for capital goods. 
The industrial, trade and fiscal policies 
which affect these basic sectors of industry 
must be re-examined for this purpose. 
There is no evidence that following the 
EAC's advice any corrective measures 
were applied to the focus of liberalisation 
policies. It is not surprising therefore that 
the turnaround which rested on a narrow 
base did not sustain. The Economic 
Survey 1991-92 reported; 

Industrial growth, which had been 
buoyant in earlier years, had already slow¬ 
ed down considerably in the second half 
of 1990-91 before turning into a decline 
by the ginning of 1991-92. The index of 
industrial production in April-June 1991 
was 2.3 per cent lower than a year earlier. 
The next quarter showed a modest growth 
of 0.5 per cent, but the following two 
months again showed a decline of I per 
cent. The decline in the period April- 
November was 0.9 per cent. 

All major industries except beverages, 
tobacco and cement recorded a lower 
growth rate in April-Seplcmber 1991 than 
in the same period a year earlier. Three 
categories of industries, vi/., capital goods, 
consumer durables, and export-oriented 
industries were particularly affected. 
Capital goods industries suffered pri¬ 
marily from a decline in Government 
investment. 

The consumer durables sector was 
adversely affected by high costs of im¬ 
ported inputs following the exchange rate 
adjustment in July 1991 and the non¬ 
availability of imports owing to the im¬ 
port squeeze. 

CONSUMliK OrjODS 

According to the Plan strategy, recapi¬ 
tulates Ahluwalia, “employment growth 
in the industrial sector was sought to be 
achieved through growth ip consumer 
goods (which was expected to be labour- 
intensive)'*. 

Her 1985 study into causes of stagna¬ 
tion in the industrial sector led to the fin¬ 
ding, as staled earlier, that “slow growth 
of agricultural incomes per capita leading 
to a slow generation of demand for con- 
sumci giMxls was a factor constraining the 
growth of consumer goods**. 

She concludes now that "over Ihe 
period from 1970-71 to 1985-86 also 
“there has been no upward movement in 
agricultural incomes per capita in the 
Indian economy... there has been no sig¬ 
nificant difference in the eighties in this 
lundamental respect, and that the agricul- 
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iural drag froin the domestic demand side 
for consumer goods has continued’*; and 
that there has been "an absence of agri¬ 
cultural push because of the slow growth 
of agricultural incomes per capita". 

Ahluwalia had also reminded us that 
(he cffeci or a lack of pick-up in growth/ 
erricicncy, eic, in the iniermediaie goods 
sector “is not limited to these industries 
alone bui is transmitted to other industries 
through the network of intermediate 
deliveries... and this had a cascading ef¬ 
fect on productivity and costs in the rest 
of the industrial sector”. We have already 
noted Ahluwatia's finding that in the 
eighties though there was some pick-up in 
the intermediate goods sector it was 
negligible. 

Ahluwalia observes that “there was a 
qualitative difference in the industrial 
growth performance during the first half 
of the eighties. Who were the leaders who 
brought about 'this qualitative’ difference 
or what she calls, the turnaround? Ahiu - 
walia concludes that “the consumer goods 
sectors were the leaders in the turnaround 
in productivity growth after 1979-80". 

And this is where Ahluwalia leaves us 
perplexed. A wonder takes place in the 
eighties: despite the agricultural incomes 
per capita remaining stagnant, which 
Ahluwalia had .sensibly reminded us was 
a necessary condition for the revival of the 
consumer goods sector, the consumer 
goods sector not only lifts itself up from 
morass, but also manages to more or less 
seal itself from (he ca.scading effect of 
poor performance of the intermediate 
goods and becomes a leader in the turn¬ 
around. 

Are we to understand then that these 
two otherwise seemingly sensible precon¬ 
ditions (improvement in agricultural in¬ 
comes per capita and in the efficiency of 
intermediate goods sector) have now taken 
an about turn? Or has the Indian in¬ 
dustrial sector especially the consumer 
goods sector discovered a magic carpet for 
flying? Ahluwalia provides some answer 
to this conundrum: 

What role if any, did the changes in the 
policy regime play in bringing about the 
turnaround? Obviously, the expansionary 
fiscal/nionctary policies created demand 
conditions in which growth was possible. 
But the fact that the surge in demand 
could be translated into higher growth and 
better productivity tierformance necessari¬ 
ly had in do with the evolution of the in 
diistiial and trade policy regime which 
enabled a supply response to the increased 
demand. 

Improvements in infrastructure, absence 
ot agricultural drag, better access to 
materials and modern technology, all 
played a part in generating the supply 
response In the absence of these factors, 
the incrc:<scd demand would merely have 
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led to higher balance of payments deficits 
and faster rates of infiation. 

Ahluwalia acknowledges that the policy 
reforms, which enabled improved access 
to materials and modern technology, 
“were associated with a marked deteriora¬ 
tion in the fiscal balance in the economy 
in the decade”. 

The fact is that not all the segments of 
(he consumer goods sector were able to 
produce a uniform supply response As 
Ahluwalia shows, of the (wo, the con¬ 
sumer Durables sector with a 14 per cent 
annual growth rate during the first half 
of the 80s, remained far ahead of the con- 
■;umer non-durables sector whose growth 
rate was 7.5 per cent. Since Ahluwalia 
argues (hat it was the industrial and trade 
policy regimes which enabled the surge of 
demand to be translated into higher 
growth, it would be reasonable to infer 
that the higher growth of consumer 
durables compared to that of con.sumet 
non-durables may also in part be due to 
the slant of the trade and industry policy 
regime in favour of the former, and in pari 
due to the extent the expansionary fiscal/ 
monetary policies enlarged particular 
pockets relevant to the demand for con¬ 
sumer durables sector. Besides, as 
Ahluwalia acknowledges: 

The consistently rapid growth of con¬ 
sumer durables should not be surprising 
considering (he unbounded protection 
from foreign competition that they have 
received all along and considering that the 
heavy import duties/quaniitative restric¬ 
tions on the imports of consumer durables 
have not been matched by comparably 
heavy duties on their domestic produc¬ 
tion. e g, excise duties. 

It is also reasonable to infer that as the 
agricultural incomes per capita remained 
dry and stagnant during this period, the 
consumer non-durables demand fields did 
not receive any meaningful showers rained 
by the expansionary fiscal/monetary 
policies. 

Consumer non-durables and consumer 
durables may be two categories in Ahlu- 
walia's hand, but they are a world apart— 
in their nature or by source of demand. 
The consumer non-durables cover a mass 
of goods for the mass of consumers and 
depend on their per capita income. They 
occupy a substantial place in the total 
valu.; added in the manufacturing sector 
as 'eflecied in their share at 35 per cent. 

In contrast, the corresponding share of 
consumer durables is less than 5 per cent. 
Consumers for the durables and non¬ 
durables arc by and large separated by 
class. The demand for consumer durables 
emanates from a relatively very small 
segment of consumers—a-distinct class 
whose disposable income obviously 
received a greater boost at (he hands of 
expansionary fiscal/monetary policies. 


and trade and industry iio«aiisaiion 
policies; and so also must be (he case for 
a small segment of (he consumers in the 
agricultural sector whose per capita in¬ 
come is far above (he average. 

Consumer expenditure surveys of 
NSSO teach us that the market for con¬ 
sumer non-durables is also highly dif¬ 
ferentiated. Different income classes of 
consumers do not consume in equal 
measure cither textiles or sugar or shoes, 
woollen fabrics, pharmaceuticals, paper, 
preserved food, electric lamps, .soaps, 
glass products, photographic and optical 
goods, enameling, lacquering, polishing 
and not, the least, perfumes, cosmetics, 
etc, items included by Ahluwalia in the 
non-durables category. Clearly, the 
stagnancy of agricultural incomes per 
capita acted as a harder constraint for the 
mass of consumers to purchase adequate¬ 
ly the mass of consumer non durables. 
The lower deciles of income classes have 
more of disposable labour but little of 
disposable income. 

Ahluwalia takes to task the EAC and 
Kclkar et al for insinuating that stagna¬ 
tion and consequent fall in employment 
in the consumer non-durables sector in the 
80s “may be due to the relatively faster 
growth of consumer durables which are 
assumed to be less employment-intensive*'. 
True, that “(he nature of technical pro¬ 
gress in the consumer durables sector has 
changed from neutral in the period to the 
end of the seventies to capital-using in the 
first half of the eighties”, but the con¬ 
sumer durables account for only 3 to 3.5 
per cent of the total employment in manu¬ 
facturing, argues Ahluwalia: 

It would seem, therefore, that the case for 
holding (he consumer durables as the 
culprit for the stagnation in employment 
in the manufacturing sector is based on 
the counter factual, i e. (i) that had the 
growth of consumer durables in the 
eighties been slower than the actual 
growth, this would have brought about a 
faster growth of consumer non-durables 
and (ii) that (he latter would have led to 
a faster growth (or smaller decline) of 
employment in the non-durables sector. It 
is not po.ssible to prove or disprove a 
counter factual scenario. But, as we shall 
see below, the growth of consumer non¬ 
durables in the first half of eighties was 
actually much faster than in the earlier 
period and it was not associated with an 
increa.se in employment. 

The surge in (he growth of consumer non¬ 
durables during the first half of (he 
eighties is not as widely known as is the 
fact of the strong growth performance of 
the consumer durables sector. Even less 
well known arc facts on declining employ¬ 
ment in the consumer non-durables sector 
during this period. For a sector which ac¬ 
counts for 47 per cent of the total employ- 


Economic and Political Weekly February 20-Z7, 1993 



menl in manufacturing, this negative 
growth was a maior contributor to the 
stagnation in employment (growth rate of 
-0.7 per cent per annum) in manufactur¬ 
ing during this period. 

On the last question, Ahluwalia, herself 
finds part of the explanation; 

It is possible to argue that the overhang 
of employment that was created through 
the period of the slowdown made it possi¬ 
ble to have a situation in the first half of 
the eighties where acceleration in the 
growth of value added could be achieved 
with little if any increase in employment. 
The significant turnaround during this 
pefiod rested mainly on better utilisation 
and improved efHciency with which 
labour and capital were combined in the 
process of produaion rather than increase 
in employment and faster growth of 
investment. 

But more to the point is her failure to 
recognise the diversion of resources that 
the oepansionary (iscal/monetary showers— 
which represent a public resource- 
pouted more heavily in ways to generate 
a suige of demand for consumer durables. 
Had this public resource been deflected 
instead in ways which could stimulate and 
increase agricultural incomes per capita, 
the demand for consumer non-durables 
would have been higher than what was ob¬ 
tained and that sector’s contribution to 
employment might have exceeded the 
fuller utilisation of the 'overhang'. 
Therefore, Ahluwalia’s dismissal of “the 
case for holding the consumer durables as 
the culprit for the stagnation in employ¬ 
ment” is not on all fours. However, if it 
is any comfort wc would say that the con- 
.sumer durables are only a proxy for the 
real culprit which created the large Hscal 
deficits on the one hand and liberal con¬ 
ditions for conversion of these to produce 
an effective supply response on the other. 
In that sense the consumer durables are 
not guilty of larceny but of being found 
in possession of the booty. 

Ahluwalia’s defence against the EAC’s 
concern about the distortion in the growth 
pattern caused by the splurge in consumer 
durables, is the flimsiest? 

An important finding of the study, which 
has a direct bearing on one aspect of the 
current policy debate, is that the pattern 
of growth within the manufacturing scaor 
was no more distorted in favour of con¬ 
sumer durables in the first half of the 
eighties than in the first half of the six¬ 
ties. There has been a tendency to criticise 
the pattern of industrial growth in the 
eighties on the grounds that it has been 
sustained by the excessively fast growth of 
consumer durables. 

But, earlier in the book while analys¬ 
ing the growth rale and pattern in the first 
half of the bOs, Ahluwalia observes: 

The much slower growth of consumer 
goods in the first half of the sixties is con¬ 


sistent with the implementation of a 
strategy which emphasised austerity in the 
short run and fruits of development in the 
long run (p 73). 

We will not go into here whether the 
pattern of growth was distorted in favour 
of consumer durables even in the earlier 
period, but would say that the objective 
conditions prevailing in our economy, our 
society today are no less severe than they 
were in the early 60s; and therefore it is 
legitimate to ask whether we are in a posi¬ 
tion to adopt policies or an implementa¬ 
tion strategy which says fruits of develop¬ 
ment in the short run and austerity in the 
long run. 

At the end, we are left with the impres¬ 
sion that Ahluwalia does not appear to 
have grasped the full import of the argu¬ 
ment of the EAC; and as she grossly 
under-quotes EAC's views in the matter, 
her readers, who have no ready access to 
EAC report can be easily misled into 
believing that the latter had taken an 
untenable, if not a non-sensical position 
on consumer durables. Here is the full text 
of what EAC actually said on distortion 
caused by consumer durables, and the 
linked questions of employment genera¬ 
tion, augmenting rural purchasing power, 
and consequences of a rising import- 
intensity of consumer durables on the 
balance of payments. 

The pattern of industrial growth also 
needs to be corrected. As stated earlier, a 
significant part of growth has been in con¬ 
sumer dur&bles which cater to a fairly 
limited segment of the population. The 
detnand for such durables and high value 
non-durables in absolute terms is very 
substantial and has come from the rapid 
growth in organised sector incomes. The 
direct and indirect foreign exchange con¬ 
tent of meeting these demands is very high 
and has contributed in no small measure 
to the current balance of payments pro¬ 
blems. A divcnificd pattern of agricultural 
growth and more rapid employment gene¬ 
ration in rural areas will generate a dil- 
ferent type of demand for manufactured 
goods which can be met at lower cost in 
terms of capital and foreign exchange. In 
this sense, the restructuring of industrial 
growth will be a consequence of the 
reorientation of agricultui^ growth that 
we referred to earlier. 

The reorientation of development strategy 
that is being suggested will shift the focus 
of growth to the production of essential 
wage goods in preference to consumer 
durables. Such a shift will help in gene¬ 
rating employment. In fact, it is a neces¬ 
sary requirement for an employment- 
oriented strategy since more rapid employ¬ 
ment generation will tend to increase the 
demand for wage goods. Such a strategy 
will also contribute towards the generation 
of non-agricultural work opportunities in 
rural areas which will reduce urban drift 
and the pressure on agricultural land. 
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INDUSTRV Level Impact of Policies 

The author also servesa very poor fare 
in terms of analysing the impact of in¬ 
dustrial and trade liberalisation policies 
at 'industry level’. Out of the 62 industries 
for which the author had detailed disag¬ 
gregated data in hand, the fare served is 
so lean that we reproduce in full whatever 
the author provides: 

At an industry level, it is possible to trace 
policy evolution and relate ii to 
performance. 

The rule played by the policy framework 
in the late sevemies/early eighties in bring¬ 
ing about a spectacular transformation of 
the cement industry in India in the first 
half of the eighties has been documented 
in detail in a recent BICP (1989) study. 
Other examples of the impact of policy 
reforms on performance in more recent 
years can be found in the improved perfor¬ 
mance of the textile and sugar industries. 
Thus out of the 62 industries, the 
author comments on only three industries 
(cement, sugar and textiles). For cement, 
she refers to a BICP study for souice. Not 
even a gist of the BICP study is provided. 
Her conclusion that policy changes in early 
80s had brought about "a spccucular 
transformation" in cement industry has 
however to be treated with some caution. 
Gopinath Pradhan ('Concentration in 
Cement Industry under 'New Policy 
Regime”, EPW, February 29, 1992) ad¬ 
vises us of some of adverse trends in the 
cement industry caused by the very same 
policies which Ahluwalia has applauded. 
Says Pradhan: 

In case the industry is to show a better per« 
formance, its concentration must reduce 
so that the competition is initiated among 
a larger number of producers and the 
post-decontrol period precludes the 
possibility of collusive behaviour. It is seen 
that the concentration of the industry has 
been following a declining trend since the 
SOs. With the partial-decontrol of the 
price and the distribution of cement in 
1982, the rate of decline has, however, 
come down. It can, therefore, be said that 
the producers' concentration may be in¬ 
creasing under the new policy. 

As for textiles and sugar, there is again 
neither a gist nor a reference to a source 
provided by Ahluwalia to which one can 
turn for the speciHc impact of liberalisa¬ 
tion policy on the fortunes of these in¬ 
dustries. But on textiles, some of the in¬ 
vestigative reports by Frontline have in 
faa traced starvation deaths of handloom 
weavers to the liberalised 1985 textile 
policy. Of course, to take note of that 
painful phenomenon one would have to 
regard the handloom industry as part of 
our textile industry. The author’s attitude 
towards the handloom sector is best 
revealed in her own words: 

The planners, if they were inclined towards 
outward orientation, would have had to 
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look for foreign trade opportunities 
towards either cotton textiles or non- 
tiaditional manufactures which would 
emerge in the course of the industrialisa¬ 
tion itself. In fact the cotton textile in¬ 
dustry became a victim not only of the 
Mahalanobis model’s emphasis on heavy 
industries but also of the predisposition 
in favour of the handloom sector which 
was based partly on a concern for employ¬ 
ment and partly on the emotional mysti¬ 
que of handlooms created by Mahatma 
Gandhi. 

Whether the cotton textile industry was 
a victim of Mahalanobis or the Mahatma’s 
mystique or not, it certainly was a victim 
of sell^inflicted mismanagement (‘Danger 
of Depending on Exports’, L C Jain, The 
Times of India, February 28, 1992): 

It is argued that controls over mill capacity 
meant to protect handlooms in operation 
till 1985 are primarily responsible for 
sickness in the mill sector. In 1980, the 
committee on controls and subsidies “was 
not convinced that licensing control on the 
mill sector has per se led to sickness of 
the industry. Different factors have con¬ 
tributed to sickness in different units. One 
important factor has been the play of in¬ 
efficient or corrupt management" As 
Business India commented "the very core 
of the (textile] industry had decayed due 
to mismanagement”. 

Furthermore, how could there have 
been an ‘improved performance' in the- 
textile industry in the period covered by 
Ahluwalia. Till 1983, the mill sector of 
cotton textile industry was regarded as 
suffering from severe sickness which pro¬ 
mpt the govermnent to induct the new 
textile poUev in 1983 to liberate the cotton 
textile mills from the tyranny of the hand- 
looms. Under the new policy, cotton tex¬ 
tile mills were allowed complete freedom 
in respect of capacity, fibre use, import of 
machinery, contraction of labour force 
and substantial and speedy access to soft 
loans for modernisation (Rs 1,332 crore 
was provided between 1983 and 1991, at 
6 per cent rate of interest with a 12-year 
repayment period including a six-year 
moratorium). In spite of all these 
ministrations the output of cotton textile 
mills declined steeply from 3,320 million 
metres to 1,977 million metres between 
1985 and 1991 (Annual Report, Ministry 
of Textiles). If cotton mills output is fall¬ 
ing and handloom weavers are dying ol 
starvation, where then is the ‘spectacular 
transformation’ in the textile industry in¬ 
duced by liberalisation that Ahluwalia has 
discovered? The other segments of the tex¬ 
tile industry, namely, the powcriooms and 
synthetic textiles were flourishing, in any 
case, even under and in spite of the rc.stric- 
tive regimes. 

Besides evidence from India, Ahluwalia 
also draws attention to the fact that 
substantial empirical research has been 
directed in recent years, at international 


level, towards establishing direct causal 
relationship between trade policy liberali- 
.sation and productivity improvement”: 
These studies have generated what may be 
called a mainstream view favoured by 
most neoclassical economists, interna¬ 
tional institutions, and most ‘market- 
oriented’ analysts. The basic argument 
states that economies with relatively 
‘neutral’ foreign trade regimes (in which 
the effective exchange rate for exports 
relative to imports is close to unity or at 
any rate not too highly skewed towards im¬ 
port substitution) show a better perfor¬ 
mance with respect to growth and produc¬ 
tivity than the economies which have 
restrictive trade regimes with excessive bias 
in favour of import substitution through 
tariffs or quantitative restrictions on im¬ 
ports. in this view, efforts to promote 
import substitution beyond a point create 
a relatively closed economic structure 
which, in turn, leads to high costs and 
poor productivity performance. 

The mainstream view as outlined above is 
usually supported by reference to the 
experience of the fast growing export- 
oriented economies. This comparison 
used to be limited to the original group 
of four, i e, Korea. Ikiwan, Singapore and 
Hong Kong, but more recently, the set has 
been expanded to include others in East 
Asia and elsewhere who have adopted 
similar policies. In the NBER study of 
foreign trade regimes and economic 
development covering eleven economies. 
Bhagwati (1978) and Kreuger (1978) docu¬ 
ment the evidence to support this 
hypothesis. However. Kreuger admits that 
thOT are problems in attributing the faster 
growth in output and productivity to the 
export orientation of the country within 
a rigorous framework of quantitative 
analysis both in terms of specification of 
the hypothesis and constraints of data 
availability to test it. She concludes that 
.‘all that can be done is to consider a varie¬ 
ty of factors that might account for the 
rapid growth that seems to result when 
bias is towards exports’. 

However, Ahluwalia suggests that 
Kreuger is timid. She cites the 1984 study 
of manufacturing sectors of Korea, lUrkey 
and Yugoslavia by Nishimizu and Robin¬ 
son, and adds that these authors have 
been “more daring” in concluding that 
positive association does exist between 
outward orientation and productivity 
growth”. But this daring feat does not sus- 
utin fur long. Ahluwalia herself refers to 
the 1985 study by Tsao for Singapore "a 
country with extremely rapid growth of 
industrial exports”, which advises the need 
for caution—"productivity growth [in 
Singapore] in the 70s is negligible or 
negative in some sectois al manufacturing”. 

Far India too, Ahluwalia acknowledges 
that “the resurgence in productivity and 
growth was not associate with a stronger 
performance of manufactured exports 
during the period of the turnaround 


(1980-81 to 1985 - 861 **. though improve¬ 
ments. she says, were registered in the 
subsequent period. But qs the extracts 
from the Economic Survey 1991-92 cited 
earlier show, exports declined in the subse¬ 
quent to the subsequent period. 

Thus whether one looks at the analysis 
by use-based sectors or at industry lewis 
or the empirical evidence from abroad, the 
author, in our view, has abandoned 
caution in drawing unambiguous con¬ 
clusion” that the relationship between 
liberalisation policies and productivity is 
“clearly established”. 

E.xit Policy 

Before concluding, we must also con¬ 
sider briefly the author's lament that 
“conspicuous by their absence in the 
policy reform package have been effective 
steps to reduce, if not eliminate, barriers 
to exit”. She says that “the labour laws are 
such that it is extremely difficult, if not 
impossible, for a unit (however sick it may 
be) to either retrench labour on any sig¬ 
nificant scale... or in extreme cases to 
close down”. All this and ail else she 
elaborates on this theme may be true But 
we also have a lament. In her previous 
1983 study, there was no reference to 
labour laws or labour policies constituting 
a constraint to productivity. There was. 
however, reference to exit barriers in rela¬ 
tion to the phenomenon that sick units 
were exiting not in the market place but 
in the comfortable lap of the government. 

it is likely that during the course of her 
recent study, the author learnt that bar¬ 
riers to exit of labour are a serious factor 
impeding productivity growth. Thus a 
discussion of this factor in her present 
book could not be ruled out on grounds 
of it being a latter-day discovery. However, 
for this subject to be included in her 1991 
book, it would have been proper for the 
author to produce data or empirical 
evidence in support of her rather voci¬ 
ferous advocacy of this ‘constraining’ fac¬ 
tor. She does none of it. in her 33 ubles, 
there is not one on this theme. 

Ahluwalia is perhaps not aware that 
there is more than one side to the retren¬ 
chment issue. Notwithstanding the rigo¬ 
rous labour laws and the attitude of 
labour and its unions, it is the union’s sup¬ 
port that enabled the Supreme Court to 
approve the closure of OCM. It is another 
matter that the 4,000 workers who agreed 
to voluntary termination of their services 
were going round the streets for over a 
year to collect the agreed compensation. 
Bombay and Ahmedabad textjk mills too 
have retrenched thousands of workers 
and. as the textile ministry’s reports 
show, the disbursement of dues from the 
Rehabilitation Fund has been very tardy. 

The author has taken no note of the 
evidence which shows that, contrary to 
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general impitsikHi, wa|» ait and haw le- 
mained owr time a small proportion of 
the total product cost in most Indian 
manufacturing (Arun Ghosh, 'Inflation 
and Industrial Ctets’ Ajit Bhagat Memorial 
Lectun; 1982). The study does not analyse 
any data on the composition of product 
costs and how the relative share of dif¬ 
ferent constituents, materials, labour, 
energy, capital, management, haw changed 
over time. The share of labour in product 
cost seems to be low disproportionately 
with the noise and nuisance value associ¬ 
ated with it and its unions. Fbr, if such 
aiulysis was included, it is not unlikely 
that mismanagement, rising costs of 
managerial elite and their perks may also 
surface as culprits thwarting India’s in¬ 
dustrial progress no less than labour or 
public policy. 

The only Indian study she refers to in 
the text is that of Datta Chaudliary which 
is stated to analyse labour standards and 
economic dewlopment. Datu Chaudhary 
is Slated to conclude that “Indian workers 
(and their unions) attach far greater im¬ 
portance to job tenure than to the lew! 
of earnings”. Is it an irrational preference 
on the pan of labour given the magnitude 
of our unemployment problem and, giwn 
the declining trends in employment which 
the author notes lime and again, though 
her accent on the gravity of the unemploy¬ 
ment problem keeps shuffling from page 
to page? 

During the eighties, there is some evidence 
of a slighi decline in employment in the 
organised manufacturing sector, (p 14) 
As for employment growth, the first half 
of eighties was marked by an across-the- 
board slowdown, (p 79) 

For the manufacturing sector as a whole 
employment decelerated from 2.5 in 
1973-1987 to 1.4 per cent during 1983-87. 
(p 80) 

The stagnation in employment was the 
other side of the pkture which represented 
an increase in labour productivity and 
total factoi productivity in the manufac¬ 
turing sector, (p 80) 

Some of the slowdown in employment in 
the recent period may be illusory... more 
generally the slowdown in employment in 
the eighties perhaps reflects an increasing 
use of contract labour in the organised 
manufacturing sector.... (owing to) 
stringent labour laws... The statistically 
recorded employment is, therefore; per¬ 
haps less than the true lewl of employ¬ 
ment. It is not possible to assess the quan¬ 
titative significance of this factor but its 
presence cannot be ignored, (p 84) 

The increasing use of contract labour and 
the spill-over of produoion into the 
organised sector, however, provide only 
part of the explanation of the slowdown/ 
decline in employment. Large explana¬ 
tions may have to be sought in the overall 
macro and micro policy environment fac¬ 
ing the organised manufacturing sector in 
the Indian Economy, (p 8S) 


The period of the eighties appears to be 
significantly different in this respM 
because the incieasein labour produaivity 
does not tmly reflect rising capital-labour 
ratios but represents pure productivity in¬ 
creased as reflected in the strong perfor¬ 
mance with respect to toud factor produc¬ 
tivity growth. There is, however, another 
side of this picture, to which we turn a lit¬ 
tle later, which is somewhat disturbing. 
This is the trend of employment in the 
organised manufacturing sector which ac¬ 
tually shows a decline in the first half of 
the eighties, (p 192) 

The evidence on an across-the-board 
slowdown in empipymeni in the manufac¬ 
turing sector in the Hist half of the eighties 
is unambiguous, (p 193) 

Abihe end of her labours (p 197), she 
leaves the employment issue to Iw or¬ 
chestrated in the winters to come: 

If the signifkani improvement in produc¬ 
tivity growth was a hopeful turn, the 
decline in employment in the manufactur¬ 
ing sector in the eighties has added a 
serious dimension to what has always been 
a major concern for policy-makers, i c, 
unemployttKnt. While direct employment¬ 
generating programmes are being planned 
to reduce the incidence of unemployment, 
there is no denying that the ultimate solu¬ 
tion to the unemployment problem lies in 
faster growth of output which generates 
a rapid growth of produaive employment. 
This requires a carefully orchestrated tran¬ 
sition which builds on the substantial 
foundations that exist by way of a. diver¬ 
sified industrial structure. 

It gives an unmistakable impression 
(perhaps unintended) that solution of the 
problem of unemployment is not an inte¬ 
gral part of Ahluwalia's definition of pro¬ 
ductivity and growth or “improved per¬ 
formance unambiguously established”, 
and that the “disturbing trends in employ¬ 
ment” are not allowed to cast a shadow 
on the satisfaction exuded about the 
"turnaround”. 

it is difficult to overlook the connection 
between Ahluwalia's after-thought advo¬ 
cacy of exit policy and her unambiguous 
declaration in the Summing Up that “the 
major findings of the study highlighted 
in this Chapter [7] are explicitly related to 
the current economic debate on economic 
policy in India”. The link between the two 
is elucidated by the author: 

The need for speedy procedures to clear 
the backlog of the exits and for a mecha¬ 
nism which allows the firms to manage the 
consequences of competition and techno¬ 
logical change is most urgent if the pro¬ 
cess of industrial restructuring and in¬ 
dustrial revitalisation is to be carried 
forward... 

The problem is not limited to the backlog 
of sick industrial units. As the government 
eases the restrictions on entry, there will 
be a rush for investment in new areas and 
mistakes will be made. The exit option 
assumes greater significance in this con¬ 
text (Emphasis added.) 


Finally, ai^ understanding of f'actor$~ 
leading to turnaround cannot be complete 
without also a careful analysis of the 
causes of downturns. Twh examples could 
be mentioned here for illustration. Ahlu- 
waiia refers rightly to poor PLF in the 
power sector as an example of poor 
management by public sector. But poor 
or public management is not the only fac¬ 
tor. A look separately at hydel and ther¬ 
mal sources may also help us to find out 
as to what extent low rainfall in the catch¬ 
ment area of the reservoirs has been a fac¬ 
tor in fall in PLF in the case of hydel. Like 
private farms, private firms (iO managing 
hydel power, will be equally helpless in the 
face of poor or delayed monsoons. 

The second example is what appears as 
to be an off-the-cuff explanation (as in 
Table 4, tjconomic Survey 1991-92) that 
there was a one-to-one relation between 
the downturn in industrial production 
since September 1990-91 and import com¬ 
pression forced by Iraq War, etc 

The adverse effect of import compicssion 
was already being felt in terms of a decline 
in the index of industrial production 
during 1990-91. Import compression had 
reached a stage when it threatened wide¬ 
spread loss of production and employ¬ 
ment, and verg^ on economic chaos. 

A brief attempt showed that it is not that 
easy to link particular items whose im¬ 
ports were compressed with particular 
products whose production declined. In 
some items, the results moved in the op¬ 
posite direction. It only means that we 
must have precise data to draw precise 
lessons from setbacks. Furthermore, while 
recognising what tradc/industry liberalisa¬ 
tion can achieve, its limiutions should not 
be lost sight of to avoid another round of 
frustrations. For, if import compression 
was in fact a major cause of the down¬ 
turn, then EAC was right in stressing the 
need to minimise an import-intensive pat¬ 
tern of product growth. But in sketching 
the thrust of liberalised policy frame, the 
Economic Survey, 1991-92 lists various 
objectives except that of reduction of 
import-intensity and energy-intensity, two 
factors which will not allow the turn¬ 
around to live peacefully or prosper: 

It was evident that the economy needed 
substantial reforms if the crisis was to be 
fully overcome. The objective is to evolve 
an industrial and trade policy framework 
which would promote efficiency, reduce 
the bias in favour of excessive capital- 
intensity and encourage an employment- 
oriented pattern of industrialisation. 

On the other hand, the ‘labour-intensive 
industrialisation’ strategy which has been 
held guilty by the Ahluwalias and others 
of jeopardising the competitiveness of 
Indian industry appears to Find at. 
honoured place in the new economic 
policy. One prays it succeeds in its mission. 
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Industry and Trade Liberalisation 

Performance of Motor Vehicles and Electronics 

Industries, 1981-91 

D INarayana 
K J J«t8«ph 

The entire premise of structural reform is that the micro units, viz. the firms, will respond to the stimuli of 
the macro environment. Given that the gradual opening up of the Indian economy can be traced to the late seven¬ 
ties and the early eighties, this process has been at work for over 10 years, which is not a short period. How 
have the firms responded to the policy changes? Can we learn some lessons from the experience of the last 10 
years? This paper seeks to address these issues with specific reference to the motor vehicles and electronics industries. 


I 

Introductifin 

THIS is the era of macro-economic ad¬ 
justment under structural reforms and 
stabilisation in India. These reforms at¬ 
tempt to eliminate the distortions in the 
economy induced by the regulatory policy 
environment of over three decades, and 
push it towards market-induced efficiency, 
imbibing in the process a certain com¬ 
petitiveness. The supposed goal of all this 
is to achieve higher export growth which 
presumably will lead to higher overall 
growth of the econoihy. 

By structural reforms is meant reforms 

(a) in the policy regime governing trade; 
technology and trans-border capital flows; 

(b) in industrial deregulation and ad¬ 
ministered price policy; and (c) in the 
financial sector. And by stabilisation is 
meant demand management as reflected 
in monetary and fiscal policies. Confin¬ 
ing to (a) and (b) above, the coming to 
power of a new government 4n mid-1991 
witnessed some major reform moves. On 
trade policy, Indian curreiKy was devalued 
and partial convertibility was introduced. 
On import policy, various quantitative 
restrictions were dismantled, items were 
removed from the purview of import 
licensing, the rate of import duty was 
brought down and export incentives were 
discontinued. On the foreign direct invest¬ 
ment front, FERA was amended to place 
FERA companies on par with Indian 
companies, farcer foreign equity participa¬ 
tion was permitted, technology transfer 
was de-linked from equity investment and 
automatic clearance for the import of 
many capital goods was intn^uced. 
Wide-ranging industrial deregulation was 
introduced. De-licensii^ removed the bar¬ 
riers to entry and expansion. Resenation 
for public sector and small-scale sector 
and price and distribution controls were 
done away with. MRTP restrictions were 
removed to facilitate the growth of firms 


to optimum size. Location policy was 
liberalised and greatly simplified. And 
phased manufacturing programme with 
its thrust on indigenisation was done away 
with. On the whole, non-tariff barriers 
have been removed and tariff distortions 
have been eliminated to some extent. 

It is often said that the structural 
reforms are a beginning towards moving 
away from the regulatory policy environ¬ 
ment. Is it a beginning ? Is it not the end 
of a proce.ss initiated sometime in the 
seventies?' As we know, the process of 
regularising unauthorised* capacity was 
started in the early seventies. There has 
been a considerable relaxation in in¬ 
dustrial licensing policy across a large 
number of industries during the seventies 
and eighties. Similarly, attempts were 
made in the early eighties to relax the 
restrictive clauses in the import of 
technology, capital and even in the use of 
foreign brand names. Further, the duty 
structure on raw materials, components 
and capital goods was lowered con¬ 
siderably from time to time and was sup¬ 
plemented with other fiscal concessions. 
On the whole, there has been a steady 
decline in the role of import licences over 
time, as is evidenced by the decline in the 
ratio of value of licences issued to total 
imports from S7 per cent in I98l-8i to 4.S 
per cent in 1985-861RBI 1986). As a cor¬ 
ollary, number of items under Open 
General l icence increased from 5.14 in 
1978-79 to 1,274 in 1988-91 [Sen and Das 
1992). The exchange rate policy was also 
subjected to change over time with an 
accent on liberalisation. Until 1973, the 
rupee was pegged to the pound sterling 
and later it was pegged to a basket of 
currencies. In 1978 ii was subjected to a 
managed floating system and the eighties 
witnessed substantial devaluation of the 
rupee [Sarkar 1992]. 

The whole premise of structural reform 
is that the micro units, viz, the firms, 
would respond to the stimuli of the macro 


environment. Given that the gradual 
opening up of the economy can be trac¬ 
ed to the late .seventies or the early 
eighties, this process has been at work for 
over 10 years which is not a short period. 
How have the firms responded to. these 
stimuli? Can we learn .some le.ssoris from 
the experience of the last 10 years? These 
are the issues sought to be addressed in 
the paper. 

In analysing the respottse of firms to 
macro-economic stimuli, the metho¬ 
dological issue regarding the selection of 
firms has to be sorted out. There has to 
be some commonality among the ftrms 
selected. One way to gel over this is to 
select firms within an industry. But there 
is danger of the specificity of the industry 
colouring the conclusions. What we have 
done here is to select two industries which 
have been at the centre of policy reforms. 
The industries studied arc motor vehicles 
(assemblers ^ component manufacturers) 
and electronics both having a structure 


TaHII IrtiKOWIHIII PkuIHK IIONOI VLIIKIfeS 

(Per eenti 

Vehicle Tytie 

Annual Average GrqiMh^je 


1972 lo 

1981 to 

1986 to 


1981 

1986 

1991 


(Period 1) 

(Periol 

(Period 



ID 

III) 

Buses 

13.22 

0.40 

1.20 

trucks 

12.22 

-4.00 

17.40 

U V 

20.22 

11.20 

9.60 

P Cais 

1 00 

35.20 

10.80 

Jeeps 

4.00 

:2.60 

2.00 

Motorcycles 

I4.S6 

37.20 

7.00 

Scooters 

23.56 

39.00 

6.02 

Mopeds 

72.44 

28.60 

-260 

Threewlieelers 17.11 

22.80 

10.00 


Sources. I Automotive Component Manufar- 
luiers Association, Automotive In¬ 
dustry: Htets and higum (various 
issues). 

2 Centre for Monitoring Indian 
Economy, Trends in Industrial fm- 
duction mi-91, July 1992. 
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which facilitates taking up components 
which greatly differ from one another. 

The paper is organised into four sec¬ 
tions. Following this introduction, 
Sections II and III discuss the growth per¬ 
formance and foreign collaborations in 
motor vehicles and electronics respective¬ 
ly. Section IV puts together the experience 
of the two industries and points to cer¬ 
tain basic issues lost sight of in the reform 
process. 


II 

Growth Performance and Foreign 
Collaborations in Motor Vehicle 
Industry 

The motor vehicles industry consists of 
a vehicle assembly segment and a compo¬ 
nent segment. The assembly segment con¬ 
sists of commercial vehicles (CV). 
passenger cars and two- and three- 
wheelers. The growth performance in each 
of these segments is marked by its own 
specificities. The CV segment which 
reported moderate growth throughout the 
seventies (Period I) witnessed practically 
no growth during the Period 11; there is 
some sign of growth after 1986 (Hniod III) 
(Ihble I). Light commercial vehicle (LCV) 
segment which has showed high growth 
through the seventies has shown signi¬ 
ficantly lower growth rate in the eighties. 
Phssenger car segment which had reported 
poor growth from the late sixties through 
Period I showed a spurt in Period 11. But 
the growth rate has fallen sharply, in the 
Period III. The two- and three-wheeler 
segments which showed phenomenal 
growth throughout the seventies to the 
mid-eighties (Periods I and II) showed 
significantly lower growth after 1986. On 
the whole, the phenomenal growth of the 
e!*rly eighties in most of the segments 
seems to have petered out in the late 
eighties. 

The motor vehicle industry is charac¬ 
terised by a very high proportion of 
bought-out components. Hence the 
growth performance of the components 
sector is closely related with that of the 
vehicles sector. The components fall into 
two broad groups: (i) components and 
parts the designs of which are crucially 
dependent on the design of the vehicle 
(such as pistons and piston components, 
and carburettors) and (ii) parts and com¬ 
ponents the designs of which are not so 
crucially dependent on the design of the 
vehicle (such as shock absorbers, fuel 
injection equipment, inlet and exhaust 
valves and brake systems). The production 
trend has been diverse across the com¬ 
ponents and also across the sub-periods 
(see appendix for details). A few illustra¬ 
tions are in order to bring out the patterns. 


Carburettors which are integral parts of 
passenger cars and two- and three- 
wheelers showed phenomenal growth in 
the first period. The growth rates have 
been lower in Periods II and III. The 
numerous collaborations entered into by 
the vehicle assemblers in the early eighties 
(Period II) required the import of car¬ 
burettors pulling the growth rate down 
(Table I). Although during Period III 
domestic production has been taken up, 
the lower growth of vehicles production 
has not allowed for higher growth in pro- 
duaion. The story with pistons and piston 
components is also not very different. 
Fuel pump components tell a different 
story. Their growth performance is in¬ 
extricably linked to the growth perfor¬ 
mance of commercial vehicles. The second 
period witnessed very poor growth and 
the third period some recovery. The drive 
and transmission components also show 
a similar pattern. The pattern has been 
different for many components in the 
group of electrical parts, suspension and 
brake parts and equipment parts. As in¬ 
dicated, they are not so crucially depen¬ 
dent on the design of the vehicle 
Naturally a question arises as to the role 
of exports. If the sector is being moder¬ 
nised then have not firms tried to get out 
of the low growth situation by resorting 
to exports? As is evident from Tkble 2, 
exports at current prices have more than 
doubled over the 10-year period. But 
exports at 1981-82 prices have hardly 
grown by more than 4 per cent a year. In 
fact, there was a sharp decline between 


1981 and 1986. During this period the 
share of vehicles and auto parts in total 
exports came down; blit the next four 
years witnessed a reversal of the situatkm. 
The most depressing aspect of exports of 
this industry is the drop in iu share in total 
engineering exports. It has come down 
from 21 per cent to 18 per «nt in the 
eighties. 

Why has not the opening up of the 
economy during this period given a boost 
to exports? The industrial policy liberali¬ 
sations of the early eighties resulted in 
numerous foreign collaborations (IhUe 3). 
Most of the collaborations entered into 
during 1983 to 1986 were in the vehicle 
assembly segment—33 per cent of all the 
collaborations in the industry. This was 
followed by a large number of collabora¬ 
tions in the engine and drive transmission 


Tabi f 4: Distribution of Foreign 
Collaborations bv Type 


Year 

Tech¬ 

nical 

Finan¬ 

cial 

Design 

and 

Drawings 

Total 

1982 

8 

3 

1 

12 

1983 

8 

4 

0 

12 

I98S 

17 

3 

2 

22 

1986 

17 

II 

3 

31 

1987 

18 

4 

0 

22 

1988 

12 

3 

2 

17 

1989 

9 

0 

1 

10 

1990 

13 

5 

4 

22 

1991 

26 

5 

3 

34 


&ii<ire; .Sanie as Table 3. 


Tabi f. 2: Export Performance of M«>tor Vehicles Industry 


Year 

Exports of 

Distribution of Exports by Type 

Share in 

E eport at 


Whicles 



(Per Cent) 


Total Engg 

1981-82 


and Parts 

Vehic 

1C Engine 

Auto 

Exports 

Prices 


(Rs CTore) 



Parts 

Pans 

(Per Cent) 


1981-82 

22I.79 

37 

39 

24 

21.18 

221.79(100) 

1986-87 

I55.23 

29 

SI 

20 

13.50 

119.78 (54) 

1989-90 

467.42 

38 

37 

25 

19.89 

281.23(127) 

1990-91 

565,59 


- 



17.56 

312.48(141) 

Source: 

Same as in Table 1. 






1 ABI.I 

3: Niimblr of ForiK’N Coi i ahorations in the McmiR Vfiikt e Inih-stry, 1982-91 

Year 

Vehicles Engine 

Elect- 

Trans- 

Suspen- 

Equip- Others Tota 



Parts 

rical 

mission 

sion 

ment 





Pans 

and 

and 







Steering 

Braking 



I982 

0 

5 

1 

4 

1 

0 1 

12 

I983 

10 

1 

0 

0 

1 

0 0 

12 

I98.S 

7 

6 

0 

2 

2 

3 2 

22 

I986 

5 

3 

5 

6 

1 

3 8 

31 

I987 

2 

3 

3 

3 

3 

1 7 

22 

I988 

2 

5 

0 

3 

2 

0 5 

17 

I989 

1 

2 

0 

1 

3 

1 2 

10 

I990 

1 

5 

1 

3 

3 

4 5 

22 

I99I 

4 

to 

2 

3 

2 

2 II 

34 


Source: Depanment of Scieiilific and Industrial Research, Foreign CoUabomiions (various issues). 
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setments wtiicfa uc ineitricibly linked to 
the vehicle design. These two component 
segments account for 32 per cent of all 
tlw collaborations in I98S and 1986. The 
later years have also seen a laige number 
of collaborations in these segments of the 
components industry. Obviously, a pro¬ 
gramme of phased indigenisation has 
been going on. The later years have, 
however, seen a large number of col¬ 
laborations in the 'others* segment which 
cannot be easily categorised. 

The distribution of foreign collabora¬ 
tions by type has also not shown any 
significant change over the last 10 years 
(Ikble 4). Roughly 70 per cent of all col¬ 
laborations are of the pure technical type. 
Collaborations which include financial 
participation account for just 20 per cent 
of the total; another 10 per cent cover im¬ 
port of drawings and designs only. Of the 
3S financial collaborations entered into 
over the last 10 years, only one had equity 
participation of more than SI per cent. 
This was in 1991 for the manufacture of 
aluminium radiators for Maruti cars. 

The terms and conditions of technology 
import have not shown any significant 
change over the period. Roughly 36 per 
cent of all the collaborations involve 
lump-sum payment only (Ikble S). The 
share of collaborations involving only 
royalty payment was II per cent. The 
share of collaborations involving both 


lump-sum and royalty payments was 48 
per cent. The rest of the collaborations 
involve no lump-sum or royalty payment. 
The distribution of collaborations by 
royalty rate has not shown any change 
over the years (Ikble 6). Mostly, the 
collaborations have a royalty rate below 
S per cent. In a few cases the royalty pay¬ 
ment is in terms of a fixed amount per 
unit of sale. About 32 per cent of the col¬ 
laborations provide for royalty on exports. 
There was no clear trend in the share of 
such collaborations in the total. However, 
in a few years the share of such collabora¬ 
tions was higher—I98S, 1988 and 1991. 
These were the years in which some of the 
dominant firms in the components seg¬ 
ment manufacturing fuel injection equip¬ 
ment, spark plugs, pistons, piston rings, 
auto elearicak and metal parts entered in¬ 
to collaborations. Here, it may be perii- 
neni to note that “the Indian situation is 
such that there was no design technology 
worth the name and the designs of the 
bulk of the components were backward. 
However, there existed a small segment of 
the industry which was technologically 
competent in designs owing to its own ef¬ 
forts and the continuing collaborations” 
I Narayana 1989:44]. It was this small seg¬ 
ment which explained the high proportion 
of collalurations with export royalty. But 
these did not add up to a thrust to the 
export performance in any way. 


Tabi t S: Dis-rRPBiiTiON or Fureiun Coli aboratiuns by Mode or Payment 


Year 

Royalty and 

Royalty 

Lumpsum 

No lampsum 

Total 


Lumpsum 

Only 

Only 

No Royally 


1982 

6 

1 

4 

1 


12 , 

1983 

9 

1 

2 

t» 


12 

I98S 

10 

3 

8 

1 


22 

1986 

16 

3 

9 

i 


31 

1987 

17 

1 

3 

1 


22 

1988 

5 

3 

8 

1 


17 

1989 

4 

2 

4 

0 


to 

1990 

8 

2 

u 

0 


22 

1991 

12 

10 

n 

1 


34 

Sourer. Same as Table 3. 







Tabi.e 6: Disiribuiion or CoLi.ABoKAtiONS BY Rovaity Rati (Domestic Sai r) 

Year 

Up to 3 3 to 4 4 to 3 

Above 3 

•Fixed 

Total 

With 


Pet Cent Per Cent Per Cent 

Per Cent 

Amount 


Export 







Prevision 

|982 

0 

4 

0 

0 

7 

2 

1983 

1 6 2 

0 

1 

10 


I98S 

2 6 3 

0 

0 

13 

5 

1986 

3 8 7 

0 

1 

19 

5 

1987 

3 6 6 

0 

1 

18 

2 

1988 

1 

4 

0 

0 

8 

4 

1989 

1 

3 

0 

1 

6 

2 

1990 

1 

4 

0 

0 

10 

2 

1991 

4 9 9 

0 

0 

22 

12 


Note : The rate of royally for export is higher than that for domesiic sale. 
Sourer. Same as Table 3. 
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in sum, the growtn periormance oi tire 
Indian motor vehicles industry is poor. 
The spurt in growth witnessed in the wake 
of the introduction of new breeds of 
vehicles in the early eighties was short¬ 
lived. The introduction of new breeds of 
vehicles was through the route of foreign 
collaborations, in the wake of liberalisa¬ 
tion collaborations for vehicle designs 
were entered into over the short period 
from 1983 to 1986 following which col¬ 
laborations were entered into in Ihe com¬ 
ponents and parts segment of the 
industry. But the import of technology 
could not give an export thrust to the 
industry. The causal factor for the lack of 
export thrust is the poor R and D effort 
directed at building technological 
capability in the industry. As argued by 
one of the authors, technology import 
substituted domestic K and D: 

... the foreign collaborations permitted 
many Indian firni.s which had a poor 
record of R and D t-.) maintain their 
market shares or move into segments with 
growth prospects. [Narayana 1989: 9IJ 

The firms’ behaviour is one of maximis¬ 
ing short-term profits rather than that of 
building technological capability. 

Ill 

Flectronicit Industry: Gnnvth 
Performance and Technology 
Import 

Similar to automobiles, electronics is 
also a multi-product industry. Not¬ 
withstanding the product heterogeneit]^ 
we may divide the electronics output into 
three broad categories: (a) electronic con¬ 
sumer goods, (b) electronic capital good, 
and (c) electronic intermediates. It has 
l^n argued that in an industry with such 
specificity as electronics the changes in the 
product structure has its implications on 
the output growth.’ Hence it is instruc¬ 
tive to analyse the growth trends against 
Ate backdrop of the changes in the pro¬ 
tect structure of the industry. 

PROtHK'IION ANt) EXPORTTi 

It is evident from Table 7 that during 
the controlled regime of the seventies, 
electronic production in India was 
dominated by electronic capital goods 
contributing more than SO per cent of the 
total output. The shares of electronic con¬ 
sumer goods and electronic intermediate 
goods were 27 per cent and 21 per cent 
lespectively. Given the fact that electronic 
capital goods could be viewed as being 
technology-intensive, and having higher 
spill-overs and externalities, some 
studies^ even attributed the dominance of 
this sector to represent the then higher 
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domestic technological capability of 
Indian electronic industry. 

The product-mix, however, was sub¬ 
jected to substantial changes in the 
eighties when the policy regime was 
shifted in favour of market forces. There 
was a considerable increase in the share 
of electronic consumer goods, especially 
since 1984. The share of this subsector 
increased by more than 10 percentage 
points during 1985-88 as compared to the 
seventies. While there was a shift in favour 
of low technology products with less spill¬ 
over effects like electronic consumer 
goods, there was a significant decline in 
the share of electronic capital goods and 
intermediate goods. Such a shift in the 
product structure of the industry could be 
viewed as a direct outcome of the change 
in the objective function and the conse¬ 
quent behaviourial pattern of entre¬ 
preneurs in items of their investment 
under different policy regimes. 

Let us now turn to the output growth 
performance Based on the observed trend 
we have divided overall output growth of 
electronic industry during the last two 
decades into three sub-periods, vir., 
1971-81, 1981-88 and 1988-1991. During 
the first period, Indian electronics 
industry recorded an annual average com¬ 
pound growth rate of 8.4 per cent (at con¬ 
stant prices). As against this, the record¬ 
ed growth rate during the second period 
was as high as 26 per cent. Similar to the 
trend observed in the automobile industry, 
the higher overall output growth could not 
be sustained; the growth rate .during 
1988-91 (6.7 per cent) was even less than 
the rate observed during the first period. 

At sub-sectoral levels an interesting pat¬ 
tern observed in the first period was that 
all the three sub-sectors had grown more 
or less in a balanced manner with their 
respective growth rates being 8 per cent, 
9 per cent and 7.5 per cent. In contrast, 
the second period witnessed differential 
growth rates among the sectors with elec¬ 
tronic consumer goods recording the 
highest rate (nearly 31 per cent) followed 
by electronic capital goods (24 per cent) 
and electronic intermediate goods (22 per 
cent). As we move to the third period, 
there is con.siderable decline in the growth 
rate of all the sectors with electronic con¬ 
sumer goods recording a negative growth 
rate (Table 7). 

It must be noted that the higher growth 
rate during the second period was ac¬ 
counted for by a few products such as 
television receivers. Its share in the con¬ 
sumer electronic sub-sector increased 
from 36 per cent in 1981 to 71 per cent 
in 1987. More importantly, the pr^uction 
of television alone accounted for as high 
as 28 per cent of the total electronic 
output [Joseph 1989). 


It would thus appear that the growth 
pattern registered during the second 
period was different from that of the first 
period. The overall growth rate of the elec¬ 
tronics industry in the first period was low 
but the product structure of the industry 
was dominated by etectronic capital goods 
embodying higher levels of technology. 
The second period witnessed a higher out¬ 
put growth but the production structure 
of the industry was dominated by relative¬ 
ly less technology-intensive electronics 
consumer goods. As the product structure 
of the industry shifted to the quick pro¬ 
fit yielding consumer products during the 
eighties the output growth rate of the in¬ 
dustry also increased. As the growth was 
on account of the domestic market, it 
could not be sustained and the growth rate 
plummeted in the third period. 

At this juncture a question may be rais¬ 
ed as to the role of exports in shaping the 
observed growth trends. To answer this 
question let us examine the trend in export 
and import along with the trend in the 
domestic production. In the absence of 
any reliable time-series estimates on im¬ 
ports, the components requirements in 
electronic equipment production were 
worked out on the basis of the equipment- 
component ratios given the Bureau of 
Industrial Costs and Prices [BICP 1987). 


The components requiiemenu for each 
product group was obtained and these 
wwre then added up to'obtain the total 
components required for the electronic 
industry. To estimate imports, domestic 
output n« of exports of components was 
subtracted from the total requirements of 
components. Estimates of imports thus 
obtained are reported in Table 8. The 
figures in fact are under estimates to the 
extent that they do not take into account 
equipment impoits. Table 8 also reports 
data on electronics exports. 


Tabi.e 8; Eiectronics Industry—Trend in 
Exports and Imports 

(Rs crorrf 


Year 

Exports 

Imports 

Export- 
Import 
Ratio 

1981 

56.3 

162.7 

34.6 

1982 

89.6 

249.7 

35.9 

1983 

116.2 

289.7 

40.1 

1984 

ISS.8 

5072 

30.7 

1985 

154.5 

754.1 

20.5 

1986 

240.0 

989.6 

24.3 

1987 

312.1 

1374.2 

22.7 

1988 

475.0 

1837.4 

25.9 

1989 

784.1 

2329.2 

33.7 

1990 

930.2 

2603.5 

35.7 


Source: Exports ant obtained from *hr same 
source as in Ibble 7. 


Tabi.i. 7: Changes in Production Structure oi Indian Electronics 

(fts crore at current prices) 


Year Elecironic Electronic Electronic Total 

Consumer Capital Intermediate Output 

Goods Gcxids Goods 


1971 

53 

(30) 

81 

(47) 

40 

(23) 

173 

1972 

63 

(31) 

94 

(47) 

44 

(22) 

200 

1973 

64 

(28) 

113 

(50) 

51 

(22) 

228 

1974 

78 

(26) 

151 

(50) 

72 

(24) 

301 

1975 

85 

(23) 

205 

(56) 

75 

(21) 

365 

1976 

103 

(25) 

224 

(55) 

80 

(20) 

410 

1977 

131 

(26) 

284 

(56) 

91 

(18) 

509 

1978 

159 

(27) 

308 

(52) 

117 

(20) 

591 

1979 

179 

(28) 

320 

(49) 

136 

(21) 

647 

1980 

214 

(27) 

422 

(52) 

163 

(20) 

806 

1981 

246 

(29) 

412 

(48) 

173 

(20) 

856 

1982 

337 

(28) 

606 

(50) 

214 

(18) 

1205 

1983 

330 

(24) 

72.* 

(53) 

230 

(17) 

1360 

1984 

587 

(31) 

897 

(47) 

303 

(16) 

1890 

1985 

1060 

(40) 

1135 

(43) 

410 

(15) 

2660 

1986 

1312 

(38) 

1531 

(44) 

510 

(15) 

3460 

1987 

1835 

(39) 

2070 

(44) 

700 

(15) 

4720 

1988 

2400 

(38) 

2712 

(43) 

1023 

(16) 

6299 

1989 

2799 

(34) 

3839 

(46) 

1440 

(17) 

8313 

1990 

2938 

(32) 

4420 

(48) 

1520 

(17) 

9201 

1991 

3000 

(31) 

4694 

(48) 

1750 

(18) 

9725 

AGCK 








1971-81 

8.2 


9.2 


7.5 


8.4 

1981-88 

30.8 


23.7 


21.8 


25.6 

1988 91 

0.5 


10.9 


10.5 


6.7 


Note : Figures in parentheses indicate percentage share in total. They may noi add up to 100 
because the total output includes production in the export processing zones. 

AGCR refers to the annual compound growth rale at constant (1970 = 100) prices. 
Source: Departmeni of Electronics, Annual Report, different years. 
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Fuevioent irom laoies inai 
been an increase in the export perfor¬ 
mance of the industry. During the second 
period, total output recorded a higher 
growth rate but export performance was 
poor; the growth was import intensive. 
The decline in output growth during the 
third period restored the export-import 
ratio to its earlier level. Here an issue 
arises; how to account for the poor export 
performance of Indian electronics? Is it 
due to the inefficiency and technological 
weakness of the Indian firms? Or. as was 
often argued, due to the complex and 
cumbersome state controls over the in- 
dustVy? Or, as Dua (1992) argued in the 
case of Indian machine tool industry, is 
it due to the type of international division 
of labour wherein the Indian manufac¬ 
turers are allocated sectors/products that 
are low profit arul technologically mature? 
Though an enquiry into these questions 
would be rewarding, what is attempted 
here is to seek an answer in terms of the 
technology import behaviour of firms 
under the policy liberalisation of the 
eighties. 

Foreign Technology in the Eighi ies 

With policy liberalisation the total 
number of foreign collaborations in elec¬ 
tronics increased from 16 in 1977 to 210 
in 1985 and then showed a marginal 
decline (Table 9). It is noteworthy that the 
number of foreign collaborations in elec¬ 
tronics increased at a rate faster than that 
for the total industrial sector with the 
result that the share of electronics in the 
total number of collaborations incrca.sed 
by four times during 1977-86 period. The 
public sector units, which in a sense 
showed an aversion to foreign collabora¬ 
tions during the seventies changed their 
behaviour and entered into foreign col¬ 
laboration agreements during the eighties. 
To illustrate, ECTL which had not entered 
into any foreign collaboration till 1978, 
signed five foreign collaboration agree¬ 
ments in 1986 alone. It was not much dif¬ 
ferent in the case of other leading public 
sector units like BEL or ITI. 

That the firms tended to go in incrca.s- 
ingly for foreign equity participation in 
the eighties is evident from the year-wise 
distribution of the financial collabora¬ 
tions shown in Table 9. The share of 
financial collaborations increased from 14 
per-cent in 1978 to 37 per cent in 1991. 
Along with increase in the number of 
financial collaborations there has been an 
increase in the quantum of foreign invest¬ 
ment in the field of electronics. This is 
evident from the fact that foreign in¬ 
vestments increased from Rs 147 lakh in 
1981 to Rs 8,715 lakh in 1991 with cor¬ 
responding rise in the investment per 
collaboration (Tkble 10). 


Ikble II that much of the foreign finan¬ 
cial participation has been within the 
FERA limit of 40 per cent equity. 
Although equity participation with more 
than 40 per cent is liberally approved for 
high technology and export production, 
the observed trend is one of a decline in 
their share suggesting that the MNCs are 
not readily willing to risk investments in 
technology-intensive production lines in 
India or in production for exports despite 


As a matter of policy, foreien collabora¬ 
tions were not allowed by the govemmeni 
in the field of electronic consumer goods, 
except in the ca.se of 100 per cent export- 
oriented units Hence most of the col- 
laboraiions were in the area of electronk 
capital goods and electronic intermediate! 
(Table 12). 

Given the fact that the electronic in 
tei mediates sub-sector is more capital- 
intensive, one could have expected mort 


Tabic 9 : Numhir oi Fokck.n ('oi i aiiokaiions in i i u ikdnk s Ac c'OHOiNt.. n> 
T's rr. OI C.'oi i abokai ion 


Year 

Technical 

Financial Design and 

I'oial Collaborations 




Drawing 

in Electronics 






as a Per Cent 






of Total 






(.'ollabo rations 

1977 

16 (1(K)) 

— 


.. 

16 (100) 

5.2 

1978 

28 (85.7) 

4 (14.3) 



3? (tOO) 

11.4 

1979 

22 (80.6) 

6 (19.4) 


.... 

28 (KKI) 

11.6 

1980 

40 (67.8) 

13 (22.0) 

6 

(10 2) 

59 (UN)) 

11.2 

1981 

38 (67.9) 

12 (21.4) 

6 

(10 7) 

56 (100) 

14.3 

1982 

50 (66.7) 

10 (13.3) 

15 

(20.0) 

75 (ICO) 

12.8 

1983 

62 (60.2) 

30 (29.1) 

II 

(10.7) 

103 (100) 

15.3 

1984 

68 (64.8) 

26 (24.8) 

II 

(10.4) 

105 (100) 

14.1 

1985 

140 (66.7) 

46 (21.9) 

24 

(11.4) 

210 (100) 

20.2 

1986 

123 (62.7) 

51 (26.1) 

22 

(11.2) 

1% (100) 

20.4 

1987 

98 (59.0) 

47 (28.3) 

21 

(12.7) 

166 (100) 

18.3 

1988 

87 (52.43 

58 (34.9) 

21 

(12.7) 

166 (UN)) 

17.3 

1989 

47 (54.0) 

.34 (.39.1) 

6 

(6.9) 

87 (100) 

9.1 

1990 

40 (42.1) 

35 (36.8) 

20 

(21.1) 

95 (100) 

15.3 

1991 

61 (54.5) 

41 (.36 6) 

10 

(8.9) 

112 (100) 

11.5 

S>.iurcex: (1) Informaiion Planning and Analysii 

, r: 

ii'oiip (IPACi), F.Iccirunics Commission, 

New I3e!lii. 






(2) 

Deparlmeiil uf Scicniific and Indusirial Reseaich. l-cireign C.'ollaboralian, 

dirieieiii \eais 







IaIiii 10; 

Disikiiiiiiion oi 

t'OKI U.S INMSIMINI 








IMs lakhj 

Year 

(Ip <o 5 

5-10 10.30 


30 50 

.5(1 + Invesimeni 






Average 

Total 

1981 

1 

1 


1 

1 36.9 

147.4 


(25) 

(25) 


|25) 

(25) 


1982 

3 

1 I 


1 

2 51.2 

204.6 


133.3) 

(111) (III) 


(II 1) 

(22.2) 


1983 

6 

5 4 


1 

4 67.1 

604.1 


(27.3) 

(22.7) (18.2) 


(9 1) 

(18 2) 


1984 

9 

2 3 


1 

1 15.9 

316.1 


(45.0) 

(iO.O) (ISO) 


(15.0) 

(5 0) 


I98> 

II 

7 12 


4 

4 34.6 

1313.2 


(28.9) 

(18.4) (31 6) 


(10 5) 

(10.5) 


1986 

9 

7 14 


6 

10 43.8 

2062.9 


(19 1) 

(14.9) (29.8) 


(12 7) 

(21 2) 


1987 

13 

5 10 


8 

II 53.8 

2580.6 


(27.7) 

(10.6) (21 2) 


(17 0) 

(21 M 


1988 

16 

9 12 


4 

19 55 4 

3.321.7 


(26.6) 

(15.0) (20.0) 


|6 7) 

(.11 7) 


1989 

4 

3 9 


s 

13 98.2 

3338.6 


(11.7) 

(8.8) (26.5) 


(14 .) 

(38.2) 


1990 

4 

5 9 


it 

8 39.1 

1250 9 


(12.6) 

(15.6) (281) 


• 18 71 

(25.0) 


1991 

3 

4 12 


7 

14 217.9 

8715.6 


(7.5) 

(lO.U) (300) 


(17.5) 

(35.0) 



Note : Figures in Ihe parenihcsis show percciiiage sliair. 

Sourre: USIK, t-'oreiftn Collaboration. A Compilation, ciiflricnl years 
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fimacwl ooUabontioiu Ui diii Mcior dur¬ 
ing libenlisuion. Howrver, the obicrved 
trend reveals that it remain^ almost con¬ 
stant, probably because the foreign firms 
are reluctant to invest in the Indian com- 
ponem sector of the Indian electronics in¬ 
dustry because of the lower scale of opera¬ 
tion and relatively low profit rates. 

Terms and Conditions of TECHNOtxxit 
Import 

Let us now turn our focus to the 
bargaining power of Indian firms as 
revealed by the terms and conditions ac¬ 
companying the foreign collaborations in 
the-eighties. This will enable us to see 
whether the firms could increase their 
capability to export through foreign col¬ 
laboration and reduce the cost of tech¬ 
nology import. The payment for tech¬ 
nology import is usually made in lump- 


sun (this indudci tediniGRl fe^ documen¬ 
tation fee and cost Of training if any) and 
or royalties and tfividends (if investment 
is involved). An increase in the share of 
collaborations with only lump-sum pay¬ 
ment and reduced royalty rates may be 
considered as an indication of the increas¬ 
ed bargaining strength of the technology 
importing rirms. The weakening of the 
bargaining strength may be reflected in the 
contra-indicators which would raise the 
cost of technoh^ imports. 

It could, however, be argued that the 
higher cost is a reflection of the high level 
of technology being imported. In an in¬ 
dustry where technology is fast changing 
the above argument may not hold good. 
If the technology is of very high level then 
it is quite unlikely that the third world 
importer gets access at all even at a very 
high payment.^ 


Table II: Distribution or Collaborations Based on Equity Participation 


Vbar 

Up to 20 

Pn Cent 

20-40 

Per Cent 

More than 40 

Per Cent 


Total 

1979 

2 

(50) 

2 

(501 



4 

(100) 

1980 


— 

3 

(75) 

1 

(25) 

4 

(100) 

1981 

1 

(25) 

3 

(75) 


— 

4 

(100) 

1982 

3 

(33.3) 

3 

(33.3) 

3 

(33.3) 

9 

(100) 

1983 

4 

(18.2) 

13 

(59.1) 

5 

(22.7) 

22 

(100) 

1984 

4 

(20.0) 

7 

(35.0) 

9 

(45.0) 

.20 

(100) 

I98S 

7 

(18.9) 

23 

(60.5) 

8 

(21.0) 

38 

(100) 

1986 

14 

(29.8) 

26 

(55.3) 

7 

(14.9) 

47 

(100) 

1987 

11 

(23.4) 

27 

(57.4) 

9 

(19.1) 

47 

(100) 

1988 

12 

(19.0) 

44 

(69.8) 

7 

(111) 

63 

(100) 

1989 

2 

(6.2) 

26 

(81.3) 

4 

(12.5) 

32 

(100) 

1990 

5 

(17.2) 

22 

(75.9) 

2 

(6.9) 

29 

(100) 

1991 

7 

(18.9) 

22 

(59.5) 

8 

(21.6) 

37 

(100) 


Souirr. Same as Table 10 


But the coal dynamics, hoacwi; caimot 
be as simple u staled dwwn As Ernst 
(19M) remarhed, 

for the technology exporting firm the 
technology export has beconw a double 
edged sword. On the oiw hand they are 
under increasiiig pressure to expend (he 
world-wide prolifention of th^ tech¬ 
nologies in order to expand the life cyde 
of these technologieB, penetrate or at least 
retain increasingly protected markets and 
spread their excessive cost buida on 
research and developmenL On the other 
hand, the process of transferring and 
disseminating technology once started it 
increasingly eroding the capacity of these 
Tirms to control this teduKriogy. Conse¬ 
quently, these companies are forced to 
develop ever new methods to protect and 
Secure their effective control over key 
tcchnolosics and irmovative capabilities 
and thus to rdy on increasingly lough 
technological protectionism. 

TherefoiA once the technology supplier 
is ready to part with the technology, there 
exists scope for cost minimisatioii through 
bargaining. This bargaining power of the 
buyers, apart from their own tech¬ 
nological strength, depends on the 
industrial/iechnology policy framewoffc. 
If the policy is one of blanket liberalisa¬ 
tion in a rent seeking society, one could 
expect weak bargaining strength and 
higher outflow of resources. 

The technology import experience of 
the eighties shows that over SO per cent 
of the agreements entailed royalty and 
lump-sum payments (Ihble 13). Also, 
there has been a decline in the outright 


Table 12: Pattern or Foreion Coli aborations in DirrERENi Product Groups in Electronics 


Year 


Technical 



Financial 


Design and Drawing 


TOTAL 


(1) 

’ (2) 

(3) 

(1) 

(2) 

'(3) 

(1) 

(2) 

(3) 

(1) 

(2) 

(3) 

1981 

2 

21 

IS 

_ 

10 

2 

_ 

7 

1 

2 

38 

18 


(5.3) 

(55.3) 

(39.4) 


(83.3) 

(16.7) 

— 

(87.5) 

(12.5) 

(3.5) 

(65.5) 

(31.0) 

I9K2 

3 

30 

17 


2 

8 

— 

10 

5 

3 

42 

30 


(6) 

(60) 

(34) 


(20) 

(80) 


(66.7) 

(33.3) 

(4.0) 

(56.0) 

(40.0) 

1983 

1 

31 

30 

2 

4 

24 

— 

6 

5 ♦ 

3 

41 

59 


(1 6) 

(50.0) 

(48.4) 

(6.7) 

(13.3) 

(80) 

— 

(54.6) 

(45.4) 

(2.9) 

(39.8) 

(57.3) 

1984 

1 

42 

25 


16 

10 


7 

4 

1 

65 

39 


(1.6) 

(61.7) 

(36.7) 

_ 

61.5) 

(38.5) 

— 

(63.6) 

(36.4) 

(1.0) 

(61.9) 

(37.1) 

1985 


104 

36 

1 

32 

13 

— 

21 

3 

1 

157 

52 



(74.3) 

(25.7) 

(2.1) 

(69.6) 

(28.3) 

— 

(87.5) 

(12.5) 

(0.4) 

(74.8) 

(24.8) 

1986 


100 

23 

2 

37 

12 

— 

9 

3 

2 

146 

38 



(81.3) 

(18.7) 

(4.0) 

(72.5) 

(23.5) 

— 

(75.0) 

(25.0) 

(l.l) 

(78.5) 

(20.4) 

1987 

2 

44 

20 

I 

20 

14 

— 

17 

5 

5 

99 

62 


0.0) 

(66.7) 

(30.3) 

,2.9) 

(57.1) 

(40.0) 


(77.3) 

(22.7) 

(2.4) 

(65.9) 

(31.7) 

I9HK 

6 

38 

14 

5 

49 

33 

1 

17 

3 

12 

104 

50 


(10.4) 

(65.5) 

(24.1) 

(5.7) 

(56.3) 

(37.9) 




(7.2) 

(62.7) 

(30.1) 

1989 

1 

21 

12 

3 

26 

16 

— 

7 

— 

5 

54 

28 


(2.9) 

(61.8) 

(35.3) 

(6.6) 

(57.8) 

(35.6) 




(5.7) 

(62.1) 

(32.2) 

1990 

i 

22 

12 

2 

30 

8 

— 

II 

9 

3 

64 

30 


(2.9) 

(62.9) 

(34.2) 

(5.0) 

(75.0) 

(20.0) 


(55.0) 

(45.0) 

(34) 

(73-6) 

(34.5) 

1991 

1 

22 

18- 

2 

41 

18 

2 

6 

2 

5 

69 

38 


(2.4) 

(53.7) 

(43.9) 

(3.3) 

(67.2) 

(29.5) 

(20.0) 

(60.0) 

(20.0) 

(4.5) 

(61.6) 

(33.9) 


/Vo/e ; Dilference in ihe total as given in this table » becau.ve of the difference in source.^!), (2) and (3) refers to electronic consumer 
go.^ds. capital goods and iniermediaies respectively. r 

Soun v Departineni of Electronics. List of Foreign Collaborations. Electronics Information and Manning, different issues. DSIR, Foreign Cot- 
lahnroiinn: A Compilation. 
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puichawof technolagy u isevkknl from 
the dccttne in the share of cases involving 
only lump-sum payment. As for the 
royalty rates, the general rule is to limit 
the n^ty to S per cent of the sales turn 
over with provision for higher royalty in 
exceptional cases involving sophisticated- 
technology and production for exports. 
The frequency distribution (Ihble 14) of 
the royalty rates approved during the 
period 1981-91 indicated a tendency for 
fixing rates closer to the permissible limit 
(4-S per cent). That the proportion of 
cases with more than 5 per cent royalty 
rate and with eeport commitment is small 
and is on a declining trend reinforces our 
earlier reference to the hesitation of 
MNCs to part with sophisticated tech¬ 
nology to Indian firms even at a higher 
price and commit production for the 
export market. As seen in Section II, the 
experience of the motor vehicle industry 
was not different. 

The observed pattern of firms’ tech¬ 
nological behaviour is what can be 
expected under the liberalised poUcy when 
the firms with varying technological 
capability are allowed to import tech¬ 
nology in tune with purely short-term 
market considerations. The atomistic 
behaviour of technology importers will be 
to maximise their short-run profits rather 
than long term growth with the result that 
the consequences for the technological 
dependence of the country do not enter 
into their calculus. However, the higher 
cost of technology import per se need not 
neccssanly be a point of concern if the 
technology import is accompanied by ade¬ 
quate domestic R and D for enabling the 
firms to move along “dependence- 
independence continuum". Earlier re¬ 
search,' however, has shown that very 
often firms considered technology import 
as a substitute for and not as a. comple¬ 
ment to in-house R and D effort. 

IV 

Towards Structural Refurnis 

The path traversed in the last 10 years 
or so has been one of liberal imports. 
Domestic firms in the two industries 
studied have imported rather liberally 
both know-how and capital goods. But 
the export thrust has not materialised. 
Domestic growth after an initial spurt has 
hit the bottom. Was this totally un¬ 
expected? We need only quote Sukhamoy 
Chakravarty: 

The present policy of liberal impoits of 
know-how and capital goods together may 
in fact be based on mutually offsetting 
forces. While access to new knowledge is 
a positive factor for future growth, it 
should be clearly recognised that accom¬ 
panied by liberalisation of imports of 
capital goods on a significant scale, 
domestic costs of production are unlikely 


to come down if the imptm act lar^y 
as substitutes for domestic production. 
Inducement to invest may suffer cor¬ 
respondingly unless the prospective de¬ 
mand for final products is large and grow¬ 
ing. (Chakravarty 1987: 66) 

On the one side liberal import policy has 
affected domestic R and D and domestic 
demant^ for capital goods and on the 
other side the current macro stabilisation 
has stifled whatever demand growth there 
has been for final goods. 

Now the panacea is being sought in 
foreign investment-linked boost to trade 
Is it going to materialise? It is true that 
the nexus between trade and investment 
has benefited the newly-industrialised 
economies—Singapore, South Korea. 
Hong Kong and Taiwan—and soiik of the 
ASEAN countries and China. But the 
experience of numerous other countries 
points to the inadequacy of policy regimes 
alone to attract foreign direct investment. 
Even when some investment is attracted 
there is no reason that these need take 
firm roots; they may relocate at the 
slightest provocation.* But this may be at 
very great cost in that liberalisation mi^t 
have gone too far and the net foreign 


exchange earnings are low and the 
linkages with the domestic economy are 
minimal. 

It may be pertinent here to refer to the 
literature on technological lead and cat¬ 
ching up. Writing about the American 
lead of the post-war period. Nelson and 
Wright (1992) write, 

Part of the lead reflected long standing 
American dominance in mass production 
industries... The other part of the 
American lead, in high technology in¬ 
dustries, was new, and reflected the 
massive private and public investments in 
R and D and scientific and technical 
education that the United Stales made 
after World War II. (p 1933) 

The two components have considerably 
weakened over the years. Growing markets 
outside the US have virtually eliminated 
the advantages of mass production. And 
networks of technological development 
and communication have become oriented 
to professional peer group communities 
which have become international. Conse¬ 
quently, “technology has become more ac¬ 
cessible to companies that make the 
requisite investments in research and 
dewlopment, regardless of their nationali- 


Tabis 13: Distribution cm- Forcion Collaborations Basfu on Ti rms and Coniiii ions 


Year 

(1) 

Cases with 
Royally and 
Lumpsum 
(2) 

Cases with 
Only Royally 

(3) 

Cases with 
Onb I.S 

(4) 

Cases with 
No I.S and 
Royally 
(5) 

Total 

Collaborations 

(6) 

1979 

10 

(52.6) 


_ 

7 

(.36.8) 

2 (10.6) 

19 

(100) 

1980 

14 

(56.0) 

2 

(8.0) 

9 

(36.0) 

— 

25 

(100) 

1982 

17 

(48.6) 

2 

(5.7) 

16 

(45.7) 

... 

35 

(100) 

1983 

36 

(40.4) 

8 

(9.1) 

40 

(45.4) 

4 (4.5) 

88 

(100) 

1984 

34 

(50.7) 

4 

(6.0) 

25 

(37.3) 

4 (6.0) 

67 

(100) 

1985 

101 

(52.6) 

II 

(5.7) 

64 

(33.3) 

16 (8.4) 

192 

(100) 

1986 

102 

(52.0) 

10 

(5.1) 

70 

(35.7) 

14 (7.2) 

196 

(100) 

1987 

85 

(51.1) 

16 

(9.6) 

52 

(31.3) 

13 (7 8) 

166 

(100) 

1988 

77 

(46.5) 

14 

(8.4) 

57 

(34.3) 

18 (10.3) 

166 

(100) 

1989 

40 

146.0) 

6 

(6.9) 

24 

(27.5) 

17 (19.5) 

87 

(1(8)) 

1990 

32 

(33.7) 

to 

(10.5) 

41 

(43.2) 

12 (12.6) 

95 

(100) 

1991 

59 

(52.6) 

10 

(8.9) 

32 

(28.6) 

II (9.8) 

112 

(100) 


Note : Total refers to the total collaborations for which details are available. 
Sourer. Same as Tabic 10. 


Table- 14: Distribution or Forek.n Coli ahoraiions us Rovaitv Raiis(Don.emh Sails) 


Year 

Up to 3 

Per Cent 

3 - 4 

Per Cent 

4 • 5 

Per Cent 

More than 5 
Per (.cm 

Wiih Fxport 
Provision 

1979 

1 

(10.0) 

3 

(jO.O) 

6 

(60.0) 




1980 

4 

(22.2) 


— 

14 

(77,8) 




1981 

2 

(13.3) 

2 

(1.3.3) 

II 

(73.4) 




1982 

7 

(38.9) 

4 

(22.2) 

7 

(38.9) 


— 


1983 

14 

(33.3) 

6 

(14.3) 

20 

(47.6) 

2 

(4.8) 

2 

1984 

14 

(368) 

2 

(15.2) 

20 

(52.6) 

2 

(5.4) 

3 

1985 

33 

(29.7) 

18 

(16.2) 

59 

(53.2) 

1 

(0.9) 

— 

1986 

45 

(42.1) 

13 

(12 1) 

47 

(43.9) 

1 

(1.9) 

9 

1987 

32 

(32.0) 

7 

(7.0) 

60 

(60.0) 

1 

(0.1) 

5 

1988 

39 

(36.4) 

13 

(12.1) 

50 

(46.8) 

5 

(4.7) 

6 

1989 

13 

(27.7) 

2 

(4.2) 

30 

(63.9) 

2 

(4 2) 

7 

1990 

14 

(32.5) 

2 

(4.6) 

27 

(62.9) 


— 

6 

1991 

12 

(17.4) 

8 

(11.6) 

48 

(69 6) 

1 

(1.4) 

31 


Note : Figures in the parentheses indicate peicentagc share. 
Sourer. Same as Table 10. 
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Appendix Tabi t: Obowth or Pboduction in the Automotive Component Sector 
^ (Annual Percentage Change) 


Components and Pans 

(1) 

1972-73 to 
1980-81 
(2) 

1980-81 to 
1986-87 
(3) 

1986-87 to 
1991-92 
(4) 

Engine Parts 

Pistons 

16.75 

7.50 

13.62 

Piston pins 

12.13 

8.83 

8.43 

Piston rings 

19.88 

5.17 

3.90 

Cylinder liners 

9.63 

6.71 

28.79 

Gaskets 

3.38 

-199 

-1.70 

Engine valves 

12.25 

2.33 

6.67 

Carburettors 

52.50 

21.67 

7.83 

Fuel pump no/7.le holder 

17.25 

2.33 

12.35 

FP nozzles 

10.63 

0.67 

4.25 

FP elements 

7.00 

1.33 

7.08 

FP delivery valves 

7.88 

-1.33 

0,52 

Flywheel ring gears 

27.75 

15.83 

32.90 

Radiators 

1.25 

6.33 

13.51 

Electrical Parts 

Staner motors 

6.63 

3.05 

11.53 

Generators 

4.13 

7.61 

14.62 

Voltage regulators 

1.13 

14 73 

2.22 

Distributors 

-3.50 

6.17 

34.77 

Ignition coils 

-2.38 

-0.50 

8.08 

Spark plugs 

12.50 

6.17 

12.06 

Flywheel magnets 

38.75 

18.50 

7.91 

Transmission and Steertng Parts 

Clutch assembly 

14.25 

0.83 

8.15 

Clutch plates 

6.00 

7.94 

2.01 

Propeller shafts 

I0..50 

1.17 

12.57 

Tie rod end.s 

1.38 

8.17 

21.20 

Steering gears 

20.50 

6.33 

37.60 

UJ cross 

8.00 

-10.33 

1.59 

Oil seals 

5.75 

8.33 

1.91 

Wheels 

6.75 

11.50 

9.04 

Suspension and Braking l^aits 
l.eaf springs 

3.00 

-2.13 

3.46 

Shock absorbers 

7.88 

13.33 

8.71 

Air brakes 

12.50 

.3.17 

4.89 

Brake a.ssembly 

1.75 

17.50 

-0.90 

Brake lining.s 

I2..10 

4.33 

17.88 

Equipment 

Head lights 

-1.25 

21.02 

57.90 

Other lights 

-0.75 

26.24 

20.28 

Wiper motors 

-3.38 

13.00 

31.41 


Saun-e: (I) Auiomolive C’om|Hmenl Manufacturers Association of India, /tulomonvc Inilusiry 
oj Inrita: hacta and Figurrs (various issues). 

(2) Centre foi Monitoring Indian liconomy. Trends in Induslrial Production. I9SI-'>1. 
July 1992. 


ly” IWrighli 1992; 19.141. Hridpint; (he gap 
or the convergence itself is then attributed 
to such investments: 

The other major industrial nations have, 
with a lag, followed the United States in 
making these big irives(meni.s in education 
and (raining, and K and U. The con¬ 
vergence in scientists and engineers in 
R and t) as a fraction of the workorce, 
and in R and D as a fraction of ONP... 
is an essential part of, and a complement 
to, the internationali.sation of technology 
(Wright 1992: I9.S91 

India has a lari^c pool of scientists 
and engineers and certain advanced 
learning systems within its public sectoi 
enterprises and research laboratories. 
Instead of attempting to convert these 
into techno.ogical capability the policy¬ 


makers are looking for foreign invest¬ 
ment to give a boost to the economy. 

iNfiles 

1 l-'or .) similar view sec Pilel (|992|. 

2 Sec for details Joseph (1991). 

.1 A comparative study of electronics in India 
and other Nlt\ considered the highci share 
ol elecironic capital goods in Indian 
elelro.'iics as an indication of the higher 
technological capability of Indian elec¬ 
tronics as compared to other Nit s. See for 
details UNCTAD (1978). 

4 For iiiMancc, the request for semiconduc¬ 
tor technology by Semiconductor Complex 
l imited (SCI.) was turned down by semi¬ 
conductor giants like Intel and Texas 
Instruments iioi because of low royally rates 
and technical tecs hut because they were not 
ready to part with the frontier technology 


to the third world. 

5 See in this context Joseph (1991) and 
Subrahmanian (1991)., 

6 Relocation of production could be a (gal 
threat. We need only refer to the Hoouer 
controversy raging in France right now: 
“French government on Monday stepped up 
the political pressure on Hoover by- 
threatening to Tine the US domestic ap¬ 
pliance company for its decision to switch 
production from its plants at Dijon in 
eastern France to Cambuslang in Scotland” 
{Economic Times. February 10, 1993). 
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Structural Configuration and Strategic 

Investments 

Indian Automobiles Industry 

* 

(' Ithakla\aliiala Kai» 

Studies of industry evolution acquire a meaningful perspective if variables of structure and strategy are in¬ 
tegrated into such studies. 7'his paper develops a framework to explore the structural configuration tn the Indian 
automobile industry in terms of investment strategies deployed by various constituent firms. Structural configuration 
is identified in terms of product and manufacturing dimensions. Strategic investments on research and develop¬ 
ment. plant expan.sion and modernisation, material and machine too! import dependence and capital intensity 
are analysed through innovative indexing of data. Certain common threads of investment behaviour attributable 
to structural evolution are identified. 


INI>IAN industry needs to focus on 
technology and support it witli sufficient 
and efficient ailocatinn of investments if 
it is to achieve a competuive edge. An ap- 
pFopiiate framework lot study ol industry 
evolution incorporating relevant factors of 
technological development i> ncccs.sary so 
that industry profe.ssioiials and policy¬ 
makers may work towards this objective. 

.Sludie.s of industry evolution, in this 
etintext, acquire a mcaningtui perspective 
if variables ot stiucturc and strategy arc 
integrated into such studies C'liandler 
(l%2) in his pioneering work observed 
that strategy leads lo siructure. i'hough 
C handler's ob.servaMons were essentially 
in relation lo cvolulion of strategy and 
organisation siructuit of firms, they are 
equally relevant to stiatcgic lestiurce com¬ 
mitments and striu'tiiral evolution in an 
industry setting. In the larger conte.xt of 
industry structure and strategy, relation¬ 
ship could, 111 tael, be more complex and 
itcratisc. 

This papci develops a liamewoi k to ex¬ 
plore the siruciuial configuiation in the 
Indian automobile iiidusti y in terms of in¬ 
vestment strategies deployed by various 
cun.stiiuent I'irnis. 

Preparatory to analysis of siriieiiiral 
contiguration and strategic behaviour, a 
profile of the Indian automobile iiidiisiiv 
IS presented below. 

i 

Indian Automoliile Industry 

The Indian aiitt.nnobile industry—the 
four-wheeler sector comprises 13 manu¬ 
facturers with a combined output ol 
3,45,052 automobiles and gioss turnover 
of Rs 66,273 million. Ibtal capital employ¬ 
ed 111 the industry is Rs 32,000 million and 
net profiiabiliiy is Rs 2,033 million 
(1989-90 data). The study does not con¬ 
sider the two-wheeler sector which evolved 
as a distinct activity. Hence the term 
automobile industry as used in this pafscr 
connotes the Jour-whcelcr sector. 


The indiisiiy has toadied this stage ovei 
nearly 62 years ol evolution and develop¬ 
ment. The indigenous maiuifaciuring 
capability, howevoi. evolved from the late 
1950s only. I he industry is cuireiitly 
marked by a signil'ic.'int spread in level of 
achievement (tinnever, profitability, etc) 
and a major sii.itificaiion in terms of 
seven established firms and .six new en¬ 
trants. One of the new entrants has been 
a .small-scale unit. An established tlrrn has 
turned sick but is vet to either exit trom 
the industry or m commence its o|X‘raiioas. 

The cvolutton of the Indian automobile 
iiidusiiy can be viewed in terms of ihiee 
qualitatively distinct peritxls; (i) the period 
I92K-I955 dominated by virtual total kit 
import and assembly activity, (ii) the 
period 1955-1974 characterised by the 
emergence ot indigenous automobile 
mamifaeiurc and industry’s maturity 
lowuids self-reliance. :md (iii) the period 
1974-1990 marked by structural adjust 
inenis and fotecs •>! indusiiial liberalisa- 
lion and internal cornpciilioii. 

A detailed studs of each of the evolu- 
iionaiy periods identifies technology as 
(he most nio'triingful dimciiston for the 
study ol' Mtueiii'c and siippoitive invest 
iiieni (leliaviiHii m the Indian automobile 
inunsiiv. (iiven the highly legiilalory 
policy ciiviionmciii iii India, technology 
has a 111111(110 lelevaiue tor industry evolu¬ 
tion. Hoih goveniincnt policy and m- 
dusiiy sir-ategy vvc-ie manifest through 
technology. W hilc gi'vermncnt (lolicies in- 
corpoiaic a iiiinibei i-i oihci coniiols also, 
controls as lenecicd on technical colla¬ 
borations, prcvdiici licences and indigcni- 
suiion are fnimd lo be the most impor¬ 
tant. r'roiii the vicwi>oint of the firms 
technology policy is seen to otfer altci- 
native approaches to long term giowtli 
and competitive advantage. The indivi¬ 
dual automobile firms, and as a con.se- 
quence the industry as a whole, through 
the instrument ol technology tended to 
vary the product lange, and strengthen 


manufacturing capability over a period of 
lime. 

Kn a nieaiiingful siudy of industry |H*r- 
furmanee, the [K'liod 1974-'8) is a relevant 
choice table I sumniaiises the profile of 
the Indian automobile industry in 1974-75 
and 1989. W. The ahhreviaiioiis by which 
the individti.il films arc referred to as also 
the other abbreviations used in this study 
arc summarised in the Appendix. 

The empiiical enquiry covers the data 
(leriaining lo the M foui-wheeler manii- 
faclureis for the (leriod 1974-75 to 
1989-90. C hoice of 1974 75 as the base 
year fur the empirical si tidies is ba.scd on 
the following eonsideralions. ITrslIy, 
though the automobile industry tiHik toot 
in the 19.5()s and I'WiOs, it was only in the 
1970s that the industrs hecaiue indepen¬ 
dent of technical collahuraiions tor com- 
[ilcie vehicles, and achieved self-reliance. 
T he 1970s, lliercloie, provide the ba.se lor 
uiulerstuiiding the behaviour of indi¬ 
genous iiidustiy. Siecondly, the automobile 
industry, the world ovei, was subject to 
major cm iioiiinenial picssiirc:, and .struc- 
tiiiul adjustments in the I97(K m the wake 
of the oil crises in 1973-74 and 1978-79. 
Ill this context, 1974-75 coustilules the 
commeiieemeiii ol a dislini't period. 
TTiiidly, il was only in (he 1970s that the 
Indian automobile industry was free fiom 
price and disiiibiition controls, a ctiiidi- 
iion necessary to study the dimensions of 
competitive strategy and siriietiiial 
adjust meiii. 

T hough the einiiirical enquiry considers 
data tor all the 13 firms, primal y focus 
of analvsis is tin the seven established 
tirms as only these firms can be expected 
to dcnuKiMiai'.' a stream of strategic in- 
vestments by virtue of Ihcu long-standing 
existence m the industry, wide product 
range, extensive nianulacturing iiifra,struc- 
tuie and scale of ciperations. T he more 
reveni entrants which have the benefit of 
phased manufacturing programmes arc 
expected to indicate a puiicrn of low-key 
investnicni behaviour nut relevant to the 
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present enquiry. However, certain com¬ 
parative data are reported, where appro¬ 
priate, to highlight signil'icant contra.sts in 
inve.stment behaviour. 

The overall study period of 1974-75 to 
1989-90 can be viewed in terms of four 
phases based on progressive relaxation of 
industrial controls over the phases and un¬ 
foreseen external events in some phases: 
phase I (1974-75 to l977.7g)--continuinc 
controls on the industry, adverse impact 
of first oil shock: phase 2 (1978-79 to 
1981-82)—gradual rcla.xation of industrial 
controls, impact of the second oil shock; 
phase 3 (1982-83 to 1985-86)--industrial 
liberalisation, emergence of new entrants, 
substantial expansion in capacities; and 
phase 4 (1986-87 to I989-90)- -nianifcs- 
tation of policy intent and industry 
response in physical dimensions. 

II 

Struclurai (lonfitepiratiun 

Structural configuration of the 
automobile firms can be identified on the 
dimensions of product range and manu¬ 
facturing integration for each of the four 
phases. 


The seven established firms display a 
measure of diversity in terms of the in¬ 
dividual product portfolios. Certain firms 
derive a piepondcrant share of business 
from sale of a single type of automobile 
while certain other firms have a more 
secular dispersal of revenues among dif¬ 
ferent types of automobiles and other pro¬ 
ducts. Prtxluct focus is. therefore, apprais¬ 
ed in terms of the dependence of the firm 
on single product or several products for 
bulk of its revenues. 

Similarly, each of the automobile firms 
displays a diversity in profile of manufac¬ 
turing facilities established in-house. Cer¬ 
tain firms have a wide range of facilities 
such as forging, casting, forming, machine 
tool building or even press tool manufac 
turc to supplement core machining and 
assembly facilities. Certain other firms 
confine themselves to primary machining 
or assembly activities. Manufacturing in¬ 
tegration i.s, therefore, apprai.scd by classi¬ 
fying the firms on the basis of manufac¬ 
turing facilities established in-house. 

Based on the above, the structural con¬ 
figuration of the established automobile 
firms can be interpreted in terms of four 
structural groups. However, the classifica¬ 


tion can only be relative among a group 
of firms in an industry for it is not possi¬ 
ble to hypothesise a priori, extremes of 
product or integration policies that ought 
to be observed. The configuration of the 
seven established firms in respect of the 
structural groups in each of the four 
phases has been shown in Ihble 2. 

The Dominant-product High-integration 
group comprises firms (TELCO, BTL and 
PAL) which have achieved market leader¬ 
ship in their market segments. The three 
firms have moved to a position of superior 
profit-performance in phase 4. The fact 
that each of the three firms in this 
category belongs to three different pro¬ 
duct groups (MC'V, LCV and car) suggests 
that the structural configuration has a 
strategic context rather than a mere pro¬ 
duct perspective. 

The positioning ol AL m Dominant- 
priKluct lx>w-micgration quadrant is uni¬ 
que relative to its .standing as the second 
largest firm in automobile business with 
a record of high profitability. AL is the 
sole automobile firm to have promoted a 
technology-intensive and resource-inten¬ 
sive firm in the backward chain of quasi- 
integration. It appears that AL hasderiv- 


Tamii I: Indian Auiomohii r Inihjstkv -PROiiir. oi f-miR-Wmi i m Kirms. 1974-75 and 1989-90 


SI Company Year of Major Auto and Other Out put—All Au tomobiles lurnover of Auto and <.;ros.s Itirnover 


No 


Incorporation 

Products 

1974-75 1989-9() 

1974 75 

l989-90‘ 

Sp Pis (Rs 
1974 75 

million) 

■ 1989-90 

(Rs million) 
“1974 75 T989-W 

1 

TEUO 

1945 

MC'V 

MCV 

22595 

64%3 

2117 

18217 

2283 

1961 




EME 

LCV 











EME 







2 

MUL 

1981 

• 

c'ar 

• 

1I7.S2I 

« 

II8I5 

• 

12499 





4WI) 







1 

M&M 

1945 

JEEP 

JEEP 

10417 

36249 

365 

5546 

562 

9216 




ICV 

LCV 










I RAC TTJR 

IRACIOR 







4 

A1 

1948 

MCV 

MCV 










HCV 

HCV 

7251 

22689 

685 

66.30 

717 

71.50 




DE 

I.C V 











ni; 







5 

HMl. 

1942 

CAR 

CAR 










MCV 

MCV 

17202 

30374 

526 

45.36 

728 

6176 




I.CV 











EME 

EME 







6 

PAl 

1944 

C.AR 

' AR 

19017 

42315 

600 

5110 

637 

5618 




MCV 











LCV 








7 

BTL 

1959 

LCV 

1.C V 

3713 

16818 

129 

2047 

131 

2249 





f)E 







8 

EMI. 

1982 

• 

LCV 

• 

4357 

• 

1157 

• 

1167 

9 

I7TI 

198.3 


1C V 

• 

.3617 

* 

978 

• 

1004 

10 

SMI. 

198.3 

• 

U V 

• 

3371 

• 

925 

• 

928 

II 

MNAl. 

1983 

• 

ICV 

• 

2488 

• 

S06 

• 

525 

12 

SAL 

1913 

CAR 

CAR 

-- 

290 

• 

27 

— 

49 

13 

SMPI 

•948 

CAR 

CAR 

1393 

0 

34 

1 

36 

l« 




I.CV 

lev 








Total 




81588 

345052 

4456 

57495 

5094 

66273 


Moles: I* Not incorpoiated. 2 Output data pertain to fiscal year (April-March) 3 Turnover data pertain to respective company fiscal years. 

4 «r ■ SMPI suspended operations. 5 MC V-Medium t'oiiimercial Vehicle; LCV-Light Commercial Vehicle; HC'V-Heavy Commercial, 
Vehicle; KMl-.-Earth Moving Equip; 4\VD-4 Wh Drive Vehicle; DL-I>iesel Engine. 

Sounes: Automotive Industry oj India: Facts and Figures, 1989-90, Association ol Indian Automobile Manufacturers, Bombay. Statistical Ser- 
vicr^ 1989-90, Annual Reports of Companies. 
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the classic benefits of a strategy of 
qua*i;integration. 

It is of interest that all the new entrants, 
except SAL, are positioned in the 
Dominant-product Lm-integration group 
which refkns an entry imperative of high 
product specialisation and low investment. 
The case of SAL which manufactures its 
own FRP car body in small-scale sector 
is more in the nature of an exception. 

Ill 

Strategic Investments 

investments made by a firm in building 
up technological assets and skills can be 
interpreted as reflective of its strategic 
behaviour. These strategies can primarily 
be considered in terms of product related 
actions such as research and development, 
and in terms of manufacturing related ac¬ 
tions such as capital investments as well 
as strategies towards import dependence. 
Strategic, investments, in cumulation, af¬ 
fect the overall capital intensity of the firm 
as well. 

R AND D AND PROCfSS iNVhSTMENTS 

Logically, the larger the si/e of the firm, 
the more is likely to be its resource com¬ 
mitment to areas Uke research and develop¬ 
ment, and capital investments. Gumaste 
(1988) in his study on in-house R and D 
in the Indian automobile industry found 
a significant relationship between si/e 
(measured in terms of sales turnover) and 
the amount of money spent on K and D. 

To verify the proposition, simple cor¬ 
relation between si/e as measured by gross 
turnover and investments is estimated 
separately for rc.search and development 
expenditure and capital expenditure. The 
results, reported in Table 3, indicate a 
statistically. significant relationship. 

3 he relationship between turnover and 
R and D expenditure or capiul investment 
indicates the allocative nature of decision 
that governs these investments. In the con¬ 
text of structural evolution, however, there 
is a need for further analy.sis of the 
allocative expenditure decision in relation 
to the technological and structural scale 
of the company. 

In the realms of product strategy, R and 
D effort can be expressed through R and 
D expenditure as a percentage of gross 
turnover. The widespread use of this 
meuure in R and D studies is attributable 
to its simplicity, and direct relationship. 
For the purpose of this study, the measure 
is called R and D propensity. 

It is also proposed to appraise the R 
and D effort against the technological in¬ 
frastructure of the company to draw 
possible observations on its adequacy vis- 
a-vis the technological scale of the com¬ 
pany. The manufacturing infrastructure as 


nery provides an estimate of the techno¬ 
logical scale of the company, lb reflect 
technological scale, gross plant and 
machinery is considered preferable to a 
measure such as gross fix^ assets which 
may carry with it the impact of number 
of manufacturing locations and related 
non-productive infra.structure From com¬ 
putations in this study, gross plant and 
machinery as a percentage of gross block 
(gross fixed assets) varied between 6S and 
88 per cent for the established Hrms across 
phases. 

R and O intensity is. therefore, propos¬ 
ed as an alternative measure in the struc¬ 
tural context and considers R and D ex¬ 
penditure as a percentage of the value of 
gross plant and machinery. This measure 
is also supported by the rationale that 
R and D expenditure, though a strategic 
variable, is intended to establish structural 
barriers and hence would be assestsed 
meaningfully, against a structural base 
such as gross manufacturing assets. 

On the manulacturing front, the extent 
and modernity of manufacturing infra¬ 
structure is an important characteristic. 
The competitive agility of manufacture 
stems to a large extent from a conscious 
policy to keep assets modern to meet 
emerging technological parameters and 
cater to requisite production volumes. 
Here again, the strategic desire to expand 
and modernise can be measured through 
capital expenditure/additions during the 
year as a percentage of gross plant and 
machinery. C.'apital expenditure on plant 
and machinery, rather than on the whole 
asset block is considered to reflect process 
related expenditure in a more focused 
manner. 

In the context of the above discussion, 
R and D expenditure and capital expen¬ 
diture data in absolute values and as 
percentage shares are summarised in 
Tables 4 and 5 respectively. Data is 
presented for each of the seven establish¬ 
ed Firms and also the group of seven as 
means of year-wi.se measures for the four 
phases and also fur the study period as 
a whole. The ranking of the firms in the 
four phases is indicated below the respec¬ 
tive share in Table 5, which also reports 


‘tReco^idmt of vturiiiition oi^f the mc^ 
with respect to the study period mean. 

Following observations about the 
underlying strategic nature of the in¬ 
vestments are relevant. 

(I) The shares of individual firms in ab¬ 
solute industry R and D and capital in¬ 
vestments broadly reflect their respective 
shares in industry turnover. For example, 
TELGO, the industry leader in turnover, 
maintained consistent and dominant lead 
in absolute R and D and capital expen¬ 
diture. An uptrend in terms of R and D 
share is also visible. Firms such as SMPl 
and BTL which constitute the lower tier 
of the industry, reflect a similar commen¬ 
surate trend in their shares of industry 
investments. PAL, AL, M&M and HML 
constitute a middle tier. The data icinforoe 
the proposition that investments on 
technology arc, by and large, a function 
of the firm size. Not unnaturally, it is the 
standing of the firm in the industry that 
provides the ability to commit certain ab- 


TABII- 3: CORHM.AI ION BblWEEN TURNOVER 
AND R AND D/CaPITAI F.XPENDITURE OF FOUR- 
Wheei er Firms, 1974-75 n> 1989-90 


SI Company 
No 

Coefficient of Correlation 
Between 

'Ibrnover and 
R and I) 
Expenditure 

Ibrnover and 
Capital 
Expenditure 

1 At 

0.72 

0.66 

2 TEU'O 

0.96 

0.94 

3 HML 

0.29 

0.80 

4 PAL 

0.87 

0.56 

S SMPl 

0.81 

0.86 

6 BTTL 

0.87 

0.82 

7 M&M 

0.86 

0.86 

2 MC V 

0.95 

0.94 

5 CV 

0 .% 

0.97 

3 tCV 

0.90 

0.98 


Note: Critical values of coirriation coefllcients 


for the sample si/e of 16. 


10 Per 

Cent 

level 

5 IVr t.'ent 1 
level 

1 Percent 
level 

0.1 Per 
Cent 
level 

0.43 

0.50 

0.62 

0.74 


Sourves: Primary data from company Annual 
Keporl.s and questionnaire responses 
u.srd for calculation of correlation 
cncfficienis in this table. 


Tahi.e 2: .SiRijfTURAi Conmoiikai.'on OF Seven l■:slAHllSHED Auiomubile Firms 


Structural Configuntiion 

Phase 1 

Pha.se 2 

Phase 3 

Phase 4 

Oominaiil-produci Higli-inlcgralum 

TELCO 

lEICO 

TELCO 

TEU'O 


BTL 

BTL 

BTI 

BTI 


SMPl 

PAL 

PAL 

PAL 

Duiiiinanl'produci 1 ow-iiitcgtaiion 

AL 

Al 

AL 

AL 



SMPl 

SMPl 


Mulii-produc: low integration 

... 

MAM 

MAM 

MAM 





SMPl 

Mulli-pioducl Higli-inicgratiun 

PAL 

HML 

HML 

HML 


HML 





MAM 





Economic and Political Weekly February 20-27, 1993 


M 23 



^ 9k r* 00 
« m ^ fn 




3 3 8 
S ?: 8 


a2 = ?f?S;^£3?:'3?2 5 8?: 

f? 5 S r 2 g o -: -■ :£ » 2 n 

'O— ri S 


' ^ w S ^ ^ 
9 t**' :f 


^ S ^ r4 ^ ^ ' 
K o O' 


; .s| ' I — oc ■© * 
’ =i V I “ ^ o — 


= 5S2t;r-\'Si'?Sf:-i;gS!;;S 

5 i* « 3 S P! P! g s ° #• S * 3 ^ « 

•• — ^1 n 6 ~ r*! 3% 


“"J*' — ^ 

»c' »^' ^ 


t' **4 


« Q 

9 O 

2 8 


O >C •r ri r- 


5S5S52.5? £s;§ f-.; k g 

jr 9 — <30 o O 

V-- So o 


OO 'iD oo «c ■“ ^< 
(>¥^>5^—;9» — 

^ oe eh r^i oc » «f «^. r i 

2 " r,« 


„, .^; ae sc o ~ ^ 


S!5:a5?g£;:::g5;:r£r-^^. g.^ 

?''22'«*^S#3“*^ = — SCO 


k© r^ ^ O ^ 9 


0^93n:r^0f-rir^. 

-t -* « 'ft ¥-, 9 t- r*’, r | —. ^ nr, 


s© r^i ^ ~ — r- v'> r- , 

f«vi «« rr-, — » >© rt 


:5 5-5q5Sir'rP:i; 

•c ” -r c.' I-: 


«-^^#^r<ir**r>4w. ooo^acO^i — c5^ 

jC —■ 9c 'T ab ^ ^ — -t’ C ri wi — 

00~«-— O' 


^2 5^5?5P:£r;CSci “ 

^C 9 r-* ^ ^ ,..1 nr, 


r'nO''o::rc9'»rioc* 
^,«r> — *N^. '©r-0‘0»^ 
od V 9 ¥*1 ^ o 

*r» r-t —. r- rj 


= T - “■: 2 * - •£ -C: - •:: K; r:; 5r 


O »*3 r-i 


I g; g; g 2 « p y 3 » 

I r- —■ ri »*% o ¥% •r 
I r^ ^ 


- ^ ^ ; 
^ 30 ' 

'T «5 


> £ 0(VI 2.5 I■ Si 
'•'» r-' ^ ■ 


kO ^ r-i ’^. O^ oo ¥•» *^i O -: ac © i-% <x X 

ri ©; o '© II « ri c 'C rvi rsi x fT — ¥% 

oc f*i oo <© 2S Q 'C r I ri r * * r-A 

r4aoaoocl^r«i-c-r: 5C,#-. 

00 —nm r-„| — o ;£ •’t ^ 

— r| 

fn<oChO'aoChO>Or4Q^_^,r, n-rr 

^oOril^r^-vri^r*© it'fTf^Ctvrr,— 
— n ^ S 


r- tr ¥, r» r w^i 

—, rr. rsl nr «* yi-l 

’T O' •»'-<! — nr) 


nr O 

O' O 

S 8 


- s2£2;c'P;5^:cp^ £ 5 ; # 8 

S !2 — ® M vi ab o 

— ir 4> o 


^oog''^iN^09-:evor' — lo 

C<£i<^*»S!CQob»o'ii^nr — WfT ^ 

§SSSI*S2?"'p?n§'» 2 


£P! §SS£5^5q6I^2 3 

-r ad »r ^ ri tr «r 


va >c V ^ 

¥*i n^. ^ »© O — 
« - os - r; 


ftj r» r* r- r*i 
O ■« rj «ri 
r^ O n 
rj rr 


fr r-' ^ nn ^ 


»»» «> 
«r ^ 


0cg9'*><><Nr4^r« 

0>9kr-t^Wr4^«CtiC 

r'Ok’f—gfOOri;-' 

>Or«t^Ch<2i oofqroo 


:35!Sg?rS<N5?tfrssr 

»•-; ai 


Os 8 

00 ^ 

iri X 


W> Lrn« 2 Z Z Q 

O) Q Q 


z z z z z 

(/) (/5 ir 01 (/! 


Z Z Z Q 

O) Q Q 


Hi! Zq3"<^P*.-J*v* “jIj 

wj-;jC“2-di — c/5<2£b:S-i' 


f;- wi w in) w 8 }SP 
o E o g, o c E 

Q. t n.,? o.<- ,, 


& < -' 2 

£ < 2 


5 — J OslS Os' 

i % 5 3::gl:s^ 




M-24 


Economic and PoUtical IMdcUy February 20-27. 1993 





solute sums for these crucial strategic 
investniflits. 

(2) Within the framework of the above 
trend, the relative decline in dominance 
of TELCO in capital investments from 7S 
per cent in phase I to 4S per cent in phase 
4 and the relative increase in share of other 
manufacturers such as BTL (from 3 to 10 
per cent), PAL (from 4 to 7 per cent), 
M&M (from 7 to 18 per cent) and HML 
(from 2 to 9 per cent) appears notable. 
The trend could be due to certain factors. 
Firstly, TELCO embarked on major in¬ 
vestments well ahead of other automobile 
manufacturers. TELCO commenced esta¬ 
blishment of its second plant at Pune in 
the mid-1960s and incurred major in¬ 
vestments until the plant went on full 
stream in 1977-78. The dominant share of 
73 per cent in capital investment in phase 

1 could be seen to be partly a reflection 
of the concluding pha.se of Pune invc.st- 
ment strategy. 

Secondly, the capital investments also 
reflect the overall market outlook. Pro¬ 
pensity to invest wa.s high in phases 1 and 

2 for MCV manufacturers, given the 
market buoyancy for this class of vehicles 
during the period. For example, Al. in¬ 
vestments peaked in phase 2, with the 
company going in for substantial expan¬ 
sion and establishment of three new plants 
during this phase. On the other hand, de¬ 
mand vicissitudes in phase 3 sharply af¬ 
fected investment behaviour during that 
phase. Similarly, pha.se 1, and to a smaller 
degree phase 2, represented traumatic 
periods for the car manufacturers who 
faced turbulent market and adverse pro¬ 
fitability which left little strength for 
strategic capita) investments. The market 
leaders in IjCV sector (BTL) and in jeep 


sector (M&M) could sustain an uptrend 
in capital investment profile. SMPl could 
not evidently overcome the constraints of 
its size and investments were low. 

(3) In respect of R and O investments, 
there is definite evidence of TFiLCO seek¬ 
ing to maintain its lead and sustain an 
upward trend. In the 1970s, TEIX'O coukl 
achieve a 61 per cent share in R and D in¬ 
vestment by virtue of being the leader in 
industry R and D. With other manufac¬ 
turers, notably AL, focusing higher in¬ 
vestments to bridge the gap, TEL.C'0*s 
share declined. It is significant in this con¬ 
text that TELCO could, once again, in 
phase 4 achieve a S6 per cent share. In 
fact, TELCO and AL together account 
for 69 per cent of industry R and I) ex¬ 
penditure. TELCO’S R and D investment 
behaviour is explained by the aggressive 
efforts to launch new light commercial 
vehicles and diversify into light utility 
vehicle and passenger car business. 

(4) It is significant that the top three con¬ 
tributors to R and O effort (TELfT). ^L 
and PAL with combined share of 81 per 
cent) have been specialised firms (mono- 
automobile) during the study period. A 
priori, one would have expected diver¬ 
sified firms such as HML. and M&M to 
have exhibited a more aggressive R and D 
effort. The reasons for absence of such an 
-R and D impulse on the part of multi- 
product and diversified llrms need further 
study. One reason for such firms to have 
low level of in-house R and D could be 
the reliance on technology imports. 

(5) While strategic investments in absolute 
values do indicate a facet of relative com¬ 
petitiveness, a more meaningful analy.sis 
of propensity to invest can be obtained 
from relating R and D investments to size. 


and technological scale. The larger the 
firm, the greater would be the demands 
for strategic investments to retain the 
leadership. 

(6) Table S which summarises measures, 
of R and 1) propensity and R D and in¬ 
tensity leads to such a detailed analysis of 
iiivcstineni behaviour for pnxiuct develop¬ 
ment. While there has been inconsistency 
in R and I) propensity which is explained 
by tactical respon.ses ol firms to prevailing 
market siiuaiions and profitability, it is 
sigriificant that nominaiit-product High- 
integration firms ( TELX'O, KI I. and PAL.) 
have shown the highest pioiH’nsity for 
R and D. as part of the evolution to 
phase 4. Miiln-product Low-integration 
firm (M&M) and Multi-product High- 
integration flnn (HML) showed a surpris¬ 
ingly low propensity tor K and D. AL 
reflected a middle level Irehaviour. It also 
merits mention that while TELCO has 
been a leader In K and (3 investment in 
absolute terms in all the lour pha.ses, in 
relation to its si/e its leadership as 
estimated by R and I) propensity has been 
established only in phase 4 On the other 
hand, H'l l. maintained a high level of 
R and D propensity, in relation to turn¬ 
over, throughout the four pha.ses.' 

(7) K and O investments by nature re¬ 
quire certain minimal upfront com¬ 
mitments regardless of the size of the 
firm. Even small firms o[K'rating in their 
market niches would need to commit 
relatively larger resources to sustain 
them.selves in business. A case in point is 
SMPL a company which, despite being 
the smallest in terms ot turnover, led the 
industry in R and 1) propensity during the 
first two phases when it was establishing 
itself as a sfrecialised I.CV' manufacturer 


TaHII: 6: K AND D PXOPLNSITV ANO R .ANI> 1) iMI.NSin fJt I-'oOK-WmI I I l-R blRMS. I<>74-7S |ii |9K‘7'<Xl 


.Si Cunipiliiy St* ill__and D I’ropcnsily _ _ _ R and I) Inlciisity 


No 

Phase 4 Phase 1 Phase 2 Pha.se .1 Phase 4 

Study 

(Period 

CV 

Phase I 

Phase 2 Phase 

3 Phase 4 

.Study 

Period 

C V 

1 

lti.<o 

SI 

1.03 

l.(M 

0.93 

0.82 

0.96 

0.09 

1.97 

2.45 

2 26 

2 (W 

2.19 

0.08 




(2) 

(3) 

(4) 

(1) 

(3) 


(3) 

(5) 

(4l 

(3| 

(4) 


2 

KIT. 

SI 

1.00 

0.94 

1.13 

OKI 

0.97 

0.12 

4.24 

3.9.7 

3.73 

2.13 

3 M 

0,2.3 




(31 

■ (4) 

(2) 

(2) 

(2) 


(1) 

t.3) 

(ll 

uT 

(1) 


.1 

PAl. 

SI 

0.76 

0.89 

0.97 

0 .M> 

0.82 

0.15 

I.Mi 

3.92 

2 75 

2.53 

2 71 

0..30 




(4) 

(5) 

(3) 

(3) 

(4) 


(5) 

(4) 

(31 

(II 

(2) 


4 

Al 

SNI 

0.26 

1,13 

0.45 

0..5K 

0.60 

0.53 

1.50 

4.*W 

1.26 

1 97 

2.43 

0.62 




(7) 

(2) 

(6) 

(5l 

(f) 


«>) 

(II 

(6) 

(41 

(3) 


5 

M&M 

DNI 

0.53 

0.30 

0.22 

0 .1. 

0.30 

0,47 

2.44 

1.56 

1.03 

0.64 

1 42 

048 




(6) 

(7) 

(7) 

(7| 

(7) 


(21 

(7) 

(7| 

(7» 

(7) 


6 

SMPl 

DNI 

1.45 

1.37 

0.69 

0 .6() 

1.04 

0.36 

1.92 

3.94 

2 01 

0 74 

2.15 

0.5.3 




(1) 

(II 

(5) 

HI 

(1) 


(4) 

(21 

(5| 

(6| 

(51 


7 

HML 

1)1 

0.66 

0.78 

1 33 

0..«6 

0.78 

0.45 

0.82 

2.26 

2 9S 

o .% 

t.75 

0.51 




(5) 

If.: 

(1) 

(6| 

(5) 


(7) 

(f) 

(2) 

(5) 

(6) 



3 SI 


0.99 

1.02 

0.95 

0.79 

0.94 

0{)9 

1.99 

2.59 

2.42 

2.14 

2.28 

0 to 


F.S1 D 7 


0.78 

0.91 

0 .8P 

0.59 

0.77 

O.IS 

1.69 

2 74 

2.19 

219 

2 09 

0.20 


Notes' I The figuies for the phases and study period in this tabic are the mean values of measures computed. 

2 Figures ir. parentheses indicate ranking. 

.3 CV—Coefficicnl of variation; CV reported only for esiablishcd firms and indusiiy groups. 

4 S G~Slruetural Group. 

Sourve: Primary data from company Annual Reports are the basis lor computation ol ihe nica.sures in this table. 
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The choice is entirely yours. With IDBI's Fixed E)eposit Scheme. You can use the deposit to 


wwiwo o onurwy yuuis. vwiin iudi s rww 

useful expense money every month. 



FIXED DEPOSIT 


month after month. Or decide that the deposit 
will give your income a boost every quarter. On the other hand, you can decide to 
collect the interest on your deposU at one go. As an instant windfall right at the 
beginning of the deposit (an option which will make sense to those considering multiple 
investments), or the more straightfomard one of coliecting your deposit and interest, as future 
capital at the end of the deposit period. The following table exemplifies the choice you have. 

THE FOUR-WAY OPTION WITH lOBI'S FIXED DEPOSIT SCHEME*. 



TYPE 

Monthly IfKoiM Opbon 
Ouartwly Income Opbon 
lompsum Oacoumed Interest Option 
Cumulative Option 


MINIMUH DEPOSIT 

YIELD STRUCTURE 

REMARKS 

■I 

Rs.S0.000 

Rs.604 every month on a 

You will agree that the Rs.SO.OOO floor Itmil 

11 


S year deposti ol Rs.SO.OOO 

ensures a meaninglul inonthiy return 

II 

Hs.2S,000 

Rs 906 every quarter 

To meat those e<tra 

■i 


on a S year deposit of Rs.ZS.OOO. 

expenses lAe school lees, etc 

■I 

Rs.25,000 

You win gel Rs.12,300 immediately 

When you want to invest part ol vnui 

1 m 


on a S year Rs.2S.000 deposit 

capital m a /ero-nsk deposit. 

■1 

Rs.25.000 

A Rs.2S,000 deposit becomes 

An annual capital approcialinn rate 

li 


Rs.SO.Ors m 5 yews 

ol 20 06%! 

j 

1 


* interasi uplo As. 7,000 on Uw above deposits is tan-exempt under Section SOL ol the Income Tax Act. 1961. 


CRISIL 

RATING 

F A A A 

^*fOIlOunc:^K1 
tuple A 


Beyond the minimum amount, you can deposit in multiples of 

I YES, I'D UKE TO EXPLORE THE 4-WAY !4.5X OPTIOH. I 

Rs.1,000. The base interest rate tor a three year deposit is ■ piease rush me the details oiioei s fixed deposit scHEMf ! 

14%. And a deposit term of five years and more fetches a base jName 

rate of 14.5%. | Designation . 

I 
I 
I 


Whafs more, this deposit comes with the guarantee of India's | Organisaiion 


Address; 


Pki 


premier development bank - IDBI. A fact that is reflected in the FAAA rating by | 

CRISIL given to this product indicating the highest degree of safety, where | 
paymenlofinterestandcapitalareconcerned.Youwillagreethatanorganisation ^ 
that handled Rs.7600 crores In loans in 1991-92 for the Indian industry can take very good care of your money. 

Want to know more? FIN out the coupon. Or contact your nearest lOBI office or any authorised IDBI agent. 

And nmembnr the tallowing can avail ol this opportunity: • Resident Individuals • Hindu Undivided Families • Partnership 
Firms 0 Companies/Bodies Corporate/Sodeties 0 Trusts/Association Ol Persons. 




BAN 


INDUSTRIAL DEVELOPMENT BANK OF INDIA 

KERS TO THE INDU 


S T R Y 
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through indigenous erforts. The subse¬ 
quent decline in R and D propensity 
reflects impact of an increased turnover 
(phase 3) and a reduced product develop¬ 
ment effort as the firm became sick 
(phase 4). 

(8) While R and D propensity in rela¬ 
tion to turnover offers insight into the 
willingness of the firm to allocate 
resources to R and D, the adequacy of 
such investments to technological scale of 
the firm appears more relevant in a struc¬ 
tural context. In general, the larger the size 
of the firm and the greater its market 
share, the mote susceptible it would be to 
competitive forays by the competition, if 
a firm were to value a strategic objective 
of retaining its dominant share, it would 
need to invest in R and D in a manner 
commensurate with its scale of operations. 
Similarly, the more integrated a firm’s 
operations ate, the greater will be the need 
to be abreast of a range of process 
technologies. This, ipso facto, implies that 
R and D intensity of such integrated firms 
should be higher vis-a-vis that of less in¬ 
tegrated firms. 

(9) Data in Ibble 6 on R and D intensity 
shows that higher R and D propensity 
need not necessarily reflect similar rank¬ 
ing vis-a-vis technological scale. TELCO 
which achieved the highest R and D pro¬ 
pensity in phase 4, was only third in the 


order of R and D intensity. On the other 
hand, PAL which ranked third in terms 
of R and D propensity in phase 4 had the 
highest R and D intensity in phase 4. In 
fact, the progressive improvement in 
R and D intensity over the phases could 
provide some explanation for the leader¬ 
ship it 'achieved in the market for esta¬ 
blished cars. BTL reflected not only a high 
degree of R and D intensity, but greater 
congruence of R and D propensity and 
R and D inien.sity. Similar congruence has 
been shown in respect of M&M which was 
the lowest ranked in terms of both 
R and D propensity and R and D inten¬ 
sity. AL, HML and SMPI exhibited mid¬ 
dle level behaviour.^ 

(10) Data in respect of capital expen¬ 
diture decisions presents a mote chequered 
pattern. A priori, integrated firms ought 
to demonstrate consistently high propen¬ 
sity and intensity for expansion and 
modernisation of plant and machinery. 
Similarly diversified Erms ought to show 
greater proclivity for capital investments 
due to requirements for concomitant as-set 
diversity. Data in Tkble 7 shows that the 
Dominant-product High-integration 
firms, BTL and TELCO; the Multi¬ 
product High-integration firm, HML and 
the Multi-product Low-integration firm, 
M&M showed higher tendency for a.s.set 
exoansion and modernisation. HML’s in¬ 


vestment propeosity particularly in phase 
3 can be related to the wide-ranging pro¬ 
duct renewal it attempted in the 1980s. 

TEIXTO which had the highest share in 
indu.stry capital investments, though at a 
declining rate, showed high propeiuity ex¬ 
cept in phase 3, but intensity has not been 
commensurate with its scale. AL which 
showed higher investment propensity and 
intensity in phase 2 did not retain the lead. 
An explanation of the investment beha¬ 
viour of TELCO and AL, the two large 
MCV manufacturers, could be found in 
the favourable market conditions for ex¬ 
pansion in phases I and 2 and relatively 
adverse market conditions in phase 3 and 
4. Yet, the nexus between wider product 
effort and plant modernisation appears to 
be supported by TELCO seeking to im¬ 
prove the relative position in respect of 
propensity and intensity in phase 4. 

It is also significant that the Dominant- 
product High-integration group reported 
high asset propensity and intensity which 
reflects a trend to develop entry barriers. 
High asset intensity of Multi-product 
Low-integration firm, M&M could reflect 
a move to integrate further. 

IMPOKI DHl’tNDfcNf'F 

Import dependence has been an impor¬ 
tant characteristic of the evolution of the 


T ABLf 7; Import DtPtNDSNCF. or Four-Wheeler Firms. 1974-75 m 1989-90 


SI Company Sti in_ Material Dependence _ Machine T ool Import Dependence 


No 


Phase 4 Phase 1 Phase 2 Phase 3 Phase 4 

Study 

Period 

CV 

Phase 1 

Phase 2 Phase 3 Phase 4 

Study 

Period 

CV 

, 

ThU'O 

SI 

19.93 

16.40 

12.42 

12.90 

15.41 

0.20 

27.14 

16.49 

16.90 

11.25 

17.94 

0.32 




(2) 

(2) 

(6) 

(5) 



(2) 

(4) 

(7) 

(6) 



2 

BTL 

SI 

19.37 

16.25 

18.83 

19.23 

18.42 

0.07 

12.54 

23.49 

26.39 

21.96 

21.10 

0.25 




(3) 

(3) 

(3) 

(4) 



(3) 

U) 

12) 

(5) 



3 

PAL 

SI 

IS.IO 

16.24 

19.11 

22.72 

18.29 

0.16 

3.95 

18.82 

18.82 

9.13 

12.68 

0.51 




(4) 

(4) 

(2) 

(3) 



(.5) 

(2) 

(5) 

(7) 



4 

AL 

SNI 

10.30 

11.82 

6.01 

4.11 

8.06 

0.39 

10.95 

15.60 

18.86 

24.66 

17.52 

0.24 




(5) 

(5) 

(7) 

(7) 



(4) 

(5) 

(4) 

(3) 



5 

M&M 

DNI 

9.95 

11.39 

15.29 

11.34 

11.99 

0.17 

29.12 

12.00 

22.23 

22.62 

21.49 

0.29 




(6) 

(6) 

(4) 

(6) 



(1) 

(6) 

(3) 

(4) 



6 

SMPI 

DNI 

8.06 

3.65 

13.47 

30.24 

12.76 

0.79 

0.42 

8.80 

38.33 

51.98 

21.01 

1.00 




(7) 

(7) 

(5) 

(2) 



(7) 

(7) 

(1) 

(1) 



7 

HML 

Ul 

24.37 

29.58 

35.56 

43.56 

33.27 

0.21 

1.13 

18.42 

17.21 

36.59 

18.34 

0.68 




(1) 

(1) 

(1) 

(1) 



(6) 

(3) 

(6) 

(2) 




3 SI 


18.78 

16.37 

13.92 

15.18 

16.06 

0.11 

25.82 

16.90 

19.60 

12.69 

18.75 

0.25 


LSTD 7 


17.19 

16.58 

15.43 

16.29 

16.37 

0.04 

24.28 

16.16 

20.93 

17.73 

19.77 

0.16 

8 

Mill./ 

SNI 


« 

87.78 

54.95 

69.02 




100.00 

40.45 

70.26 


9 

MNAI./ 

SNI 

• 

• 

78.67 

65.49 

68.12 




0.13 

3.47 

2.81 


10 

mi./ 

SNA 

• 

• 

84.76 

57.12 

62.65 





16.08 

5.49 

9.02 

II 

SMI./ 

.SNI 

• 

« 

67.82 

61.10 

62.44 




9.63 

3.54 

4.76 


12 

EMI./ 

SNI 

0 

• 

94.60 

71.53 

76.14 




12.66 

18.22 

17.03 



NEW 5 


0 

• 

93.83 

57.32 

72.97 




93.13 

32.03 

62.58 



ALL 13 


r.i9 

16.58 

19.98 

27.63 

20.34 

0.22 

24.27 

16.15 

26.54 

20.16 

21.78 

0.18 


Notes: I The fiRurrs tor the pha.ses and study period in lhi.v table arc the mean values of measures computed. 

2 Figures in parentheses indicate ranking; ranking indicated among established 7 only. 

3 * Not established ot not in commercial operations; SC - Structural Group. 

4 CV - Coefficient of variation; CV report^ only for established firms and industry groups. 

'i / Data considered from the partial year of commencement of operations also to develop the profile of import dependence. 
6 * Not established or not in commercial operations. 

Sourre. Primary data from company Annual Reports are the basis for computation of the measures in this table. 
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Indian automobile industry.* The 
Ubeialised regulatory environmoit in the 
1980s has recognised pack imports from 
overseas collaborators as one of the 
necessary components of technological 
upgradation. Imports of high technology 
machine took, not available indigenously, 
have also been liberalised in order to 
eiubie firms upgrade their manufacturing 
infrastructure through such imports and 
acquire indigenous capability in the long 
term. 

Conceptually, import dependence of a 
firm can be considered in terms of 
material import dependence and manu¬ 
facturing import depen^lence. In this sec¬ 
tion, it is proposed to explore the import 
dependence of the seven established firms 
in the context of their own structural 
evolution and the changing regulatory 
policy. Tbe import dependence of the new 
manufacturers has also been considered 
to develop a perspective for comparison. 

For the purpose of this study, material 
import dependence is expressed by con- 
.sumption of imported materials as a 
percentage of total consumption of 
materials during a year.* Machine tool 
import dependence is defined by imports 
of capital goods (piachine tools) as a 
percentage of addition of capital goods 
(capital expenditure on plant and 
machinery) during a year. 

Though it is proposed to assess import 
dependence in respect of materials and 
machine tools separately, certain inter¬ 
relationship needs to be recognised. A 
firm which has a larger and more in¬ 
tegrated manufacturing infrastructure is 
likely to import a greater variety of 
materials. The lack of a high quality raw 
material base, especially such as special 
.steels and extra deep drawing quality steel 
sheets, necessitates import of a greater 
percentage of materials if a more 
sophisticated or integrated manufacturing 
process were to be adopted. The auto¬ 
mobile industry is known to be material 
intensive and a study by th%author not 
only established the material intensity in 
the industry but also pointed to the possi¬ 
ble influence various aspects of structure 
such as integration and import depen¬ 
dence could have on material iritensity. 

Table 7 summarises the data on import 
dependence for each of the .seven firms for 
the four phases. Other related data include 
behaviour of industry average and co¬ 
efficient of variation of each of the 
measures. Data points represent means for 
each of the four phases. 

Data in Tkble 7 reveal a remarkably high 
dependence on material imports among 
all integrated firms. Even TELCO, which 
is known to have achieved indigenous 
capability in respect of new vehicle 
developments also, has shown a level of 
import dependence. However, while ilriiis 


such as BTL, R^L, and HML showed par¬ 
ticularly high or increasing trends in 
material imports, TELCO achieved sub¬ 
stantial decline in material imports. 

AL, a Dominant-product Low- 
integration firm, demonstrated a steady 
decline in imports to achieve by phase 4 
lower dependence on material import. In 
contrast, HML, the Multi-produa High- 
integration firm, which signed a number 
of collaborations for its wide range of pro¬ 
duct renewal programmes, registered a 
steadily increasing trend to report the 
highest dependence on material imports 
by phase 4. 

Increase in material import dependence 
was also clearly linked to impoits under 
product entry with new technical col¬ 
laborations. The five new manufacturers 
(MUL for cars and MNAL, DTL. SML 
and EML for LCVs) showed very high 
levels of material import. Among the 
established manufacturers such trend 
across phases is notiwable in the case of 
HML due to the collaborations in car, 
MCV, earthmoving, diesel engine and 
transmission areas; SMPl due to new 
Rover car introduction, PAL due to new 
118 NE car introduction and ETL due to 
new IVaveller LCV intr^uction. MjLM’s 
import dependence in phases 2 and 3 
showed an increase due to iiiiport actions 
^£|gtcd to new Peugeot drive line. In 
respect of AL also, closer scrutiny of year- 
wise data in phases 3 and 4 revealed an 
uptrend in material dependence in tandem 
with new collaborations. However, the 
regulatory framework which targets 
declining imports as part of indigenisa- 
tion programme ctmtinued to be operative 
as in the early hisloucal evolution. This 


has resulted in reduction of maieriid 
import dependence by the end year of 
phase 4 for the new unhs. MUL reduced 
its import dependence from 97 per cent 
in 1983-84 to 40 per cent in 1989-90. The 
four new LCV manufacturers mqved from 
a position of total material import 
dependence in 1984-83 to a position of 
partial import dependence to the extent 
of about 50 per cent in 1989-90. 

The significance of dependence on 
material imports is two-fold. Firstly, it 
provides access to high technology 
materiak and components and eiubles the 
firm undertake product introduction 
ahead of installing manufacturing in¬ 
frastructure. Thk also postpones commit¬ 
ment of major investments until the initial 
feedback on product is received from the 
market place. This is also evident in the 
entry postures of the five new manufac¬ 
turers as mono-product firms low on in¬ 
tegration. Secondly, material dependence 
could have turnover and profit impact in 
two mutually opposing ways. (>n one 
hand, access to itnports could avoid bot¬ 
tlenecks in production and improve pro¬ 
duct acceptability thus leading to higher 
turnover and profiubiliiy. On the other 
hand, the adverse impact of depreciation 
of rupee vis-a-vis foreign currencies, and 
the erf valorem levy of import.duty on 
GIF value of imports in Rupee terms con¬ 
stitute a sizeable penalty on imports which 
affect cost of production and profitability 
adversely. 

The material import dependence route 
thus offers significant tactical advantages 
of quick entry while rapid indigenisation 
would be a compelling strategic necessity. 


Tabu «. Capual iNTENSiivur >-oui(-WhI:LlI:II Firms. 1974 7.s id 1989-90 


SI 

No 

Firm 

Structural 
Group in 
Phase 4 

Phase 1 

Phase 2 

Phase 3 

Phase 4 

.Study 

Period 

Cocffi- 
cicni of 
Variation 

1 

1 

TEU.O 

SI 

5.49 

5.07 

4.45 

4 34 

4.84 

0.10 





(2) 

(!) 

<2) 

(5) 



1 

2 

BTL 

SI 

3.01 

3.48 

4,12 

6.1.1 

4.18 

0.29 





(5) 

<4) 

(4) 

(2) 




3 

PAI. 

SI 

2.al 

2.44 

2..54 

2.04 

2.41 

0.09 





(6) 

(6) 

16) 

( 7 ) 




4 

AL 

SNI 

3.32 

4.18 

5.91 

4.78 

4.55 

0.21 





(4) 

(2) 

( 1 ) 

(.f) 



x’ii 

■'a! 

5 

M&M 

DNI 

2.4': 

1.98 

2.40 

2.62 

2.37 

0.10 

■J 




(7) 

(7) 

(7) 

16) 




6 

SMPl 

DNI 

3.67 

2.55 

3.07 

17 69* 

6.74 

0.94 





(3) 

(5) 

(5) 

.'!) 




7 

HML 

Dl 

6.01 

3.5H 

4 13 

4 60 

4.58 

020 





(1) 

0 ) 

(3) 

(4) 



•sz 


Ciroup of i SI 


4,70 

4.47 

3.99 

3.88 

4.26 

0.08 



ES1D 7 


4.53 

3.87 

V89 

3.83 

4.03 

0.07 

;'-/r 










A 


Notes: t Figures lor phases and study period represent mean values of measutes coinpuled. 

? Figures in parentheses indioalc ranking 

• Substaniial ini'rea.se in phase 4 is due to abnoinial inovenieni ot the measure in 1989-90 
when I he employee espetidiiuic reduced due lo suspension of operations; ihe measure 
is 4.00 if 1989-90 data is excluded. 

Soiirve: Primary data from company Annuel Kcpoits arc used in cumputaiion of the measure 
in ihis table. 
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In terms of machine tool import 
dependence, the trends arc equally 
specific. TELCO, which has built up im¬ 
pressive infrastructure for building 
machine tools reported substantial reduc¬ 
tion in machine tool import dependence 
from 27 per cent in phase I to 11 per cent 
in phase 4. PAL which acquired the 
Walchandnagar Unit manufacturing 
machine tools showed notable reduction 
in machine tool import dependence from 
19 per cent in phase J to 9 per cent in 
phase 4. In fact, TELCO and PAL which 
have professional machine tool building 
capability have achieved the lowest level 
of import dependence in machine tools. 
Though not as conclusive as in the case 
of material import dependence, data 
points to nexus between technological 
upgradation and import dependence in 
machine tools. SMPI which implemented 
new car project, AL which implemented 
ZF gear box and Hino engine project.s, 
M&M which upgraded jeeps with new 
body tooling, and BTL which installed a 
new LCV manufacturing plant, all 
reported either increase or sustenance at 
high levels of machine tool import 
dependence. 

Among the new manufacturers MUL 
showed a high dependence on imported 


machine tools with 93 per cent 
dependence in phase 3 and 40 per cent 
dependence in phase 4. In contrast, new 
LCV manufacturers, though with col¬ 
laborations, demonstrated low import 
dependence. This apparent contradiction 
is largely due to differences in levels of 
manufacturing infrastructure. While 
MUL established sophisticated facilities 
for machining, welding and pressing, the 
new manufacturers did not go beyond 
assembly, painting and simple welding. 

Dependence on imports for machine 
tool requirements, in fact, tends to be 
higher for firms with new product line col¬ 
laborations. A case in point is MUL. 
Established manufacturers, in contrast, 
appear to have greater flexibility. Import 
assistance for manufacturing infrastruc¬ 
ture, if any. appears to be beneficial and 
even inevitable in some respects. Imported 
machine tools constitute a strategic invest¬ 
ment which could offer competitive ad¬ 
vantage in terms of integrity of manufac¬ 
turing process and resultant high product 
quality. While imports of components are 
considered by the government against 
pha.scd manufacturing progtammes linked 
to technical collaborations already ap¬ 
proved, imports of machine tools arc 
subject to such machine tools having been 


already plao^undn^^qxnl^^ 
on account of indigenous non-availabifity. 
Alternatively, the importer needs to obtain 
a specific capital goods licence based on 
detailed application and justification to 
the government under prescribed 
procedures. 

While operating within the regulatory 
framework, the automobile firms have 
shown a distinct preference to import 
.sophisticated machine tools such as com¬ 
puter numerically controlled machining 
centres to acquire competitive edge. In 
respect of certain other classes of machine 
tools such as high tonnage presses, 
sophisticated foundry equipment, and 
large, complex dies for pressing of sheet 
metal parts, the need for imports has been 
inevitable due to non-availability of such 
capital goods from indigenous sources. 

CAPtTAL iNIENStTY 

An indication of the increasing capital 
requirements of the automobile industry 
is provided by the annual growth rate in 
gross fixed assets. Gross assets of the seven 
established firms increased from Rs 3,010 
million in 1974-75 to Rs 20,726 million 
representing an annual compound growth 
rate of 14 per cent. 


fABi i 9; S<IMI Dimensions or SiRiic iUKF andSfrateov in Four-Wheei.er Seitor. Phase 4 (1986 X7 lo 1989-90) 


Company 

Struc¬ 

Turn- 

R and D 

Cap 

Share in R and D R and D Exp and 

Expan- 

le''h 
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Material Machine Capital 


tural 

vsvci 

Expd 

Ex{^ 

Combd 

Propen¬ 

Intensity Modem 

sion and Upgradn Upgmdn 

Import 

Tool 

lnten.sity 


(iroup 

Share 

Share 

(P&M) 

R and D 

sity 


Propen¬ 

Modem 

Propen¬ 

Imcnsiiy 

I3ep. 

Import 



in 

Per 

Per Cent 

Share 

and Cap 



sity 

Intensity 

sity 



liep 



Phase 4 

Cent 


Per Cent 

Expd 















(Per 















Cent) 










ft-ICO 

SI 

4(1. .18 

55.40 

44.78 

46.18 

0.82 

2.09 

4.40 

II 17 

5.22 

13.27 

12.90 

11.25 

4.34 



II) 

(1) 

(1) 

(1) 

(1) 

(.3) 

(2) 

<3) 

(2) 

(3) 

(5) 

(6) 

15) 

Bfl 

SI 

4.45 

6.09 

9.57 

9.11 

0.81 

2.13 

8.79 

21.06 

9.60 

23.79 

19.23 

21.96 

6.13 



(6) 

(5) 

(4) 

(4) 

(2) 

(2) 

(1) 

(1) 

(1) 

(1) 

(4) 

(5) 

(2) 

PAI 

SI 

10.54 

11.15 

7.00 

7.,54 

0.66 

2.53 

2.60 

10.20 

3.26 

12.72 

22.72 

9 13 

2.04 



(5) 

(t) 

(6) 

(6) 

O) 

(1) 

(6) 

(5) 

(6) 

14) 

(3) 

(7) 

(7) 

At 

SNI 

l.t.S9 

14.08 

11.41 

11.76 

0.58 

1.97 

3.01 

to 42 

3.59 

I2..39 

4.11 

24.66 

4.78 



O} 

(2) 

(.t) 

(.1) 

t5) 

(4) 

(5) 

(4) 

(4) 

(5) 

(7) 

(3) 

(3) 

M&M 

DNl 

17.77 

4.89 

17.68 

I6.(X) 

0.15 

0.64 

3.56 

14.61 

3.72 

15.24 

11.34 

22.62 

2.62 



12) 

(6) 

(2) 

(2) 

(7) 

(7) 

(3) 

(2) 

(3) 

(2) 

(6) 

(4) 

(6) 

SMPI 

DNI 

1)55 

0.74 

0.25 

0.32 

0.66 

0.74 

1.14 

1.69 

1.80 

2.44 

30.24 

51.98 

17.69 



(7l 

(7) 

(7) 

<7) 

(4) 

(6) 

(7) 

(7) 

(7) 

(7) 

(2) 

(1) 

0) 

HMI. 

Dl 

12.72 

7.65 

9..t| 

9 08 

0.36 

0.96 

3.21 

7.77 

3.57 

8.73 

43.56 

36.59 

4.60 



(4) 

(4) 

(5) 

(-■i) 

(6) 

(5) 

(4) 

(6) 

(5) 

(1) 

(2) 

(4) 


2 SI 


55. )7 

72.6.t 

61.35 

62.84 

0.79 

2.14 

4.43 

11.98 

5.22 

14.13 

15.18 

12.69 

3.83 

7 h.SI D 


KK) (K) 

UX).(KI 

100.00 

lIHl.tK) 

0.59 

1.74 

3.91 

11 50 

4.51 

13.25 

16.29 

17.73 

3.83 

SAl 

SI 





11.87 

16.98 

2.33 

4.53 

14.20 

21.52 

20.63 

0.00 

9.98 

Ml It 

SNI 





0.04 

0.18 

3.85 

14.73 

3.89 

14.90 

54.95 

40.05 

16.96 

MNAl 

SNI 





0.10 

0.29 

0.53 

1.59 

0.64 

1.88 

65.49 

3.47 

12.43 

im 

SNI 





0.18 

0.45 

2.25 

5.82 

2.43 

6.28 

57.12 

5.49 

22.12 

SMI 

SM 





0.26 

1.37 

1.71 

9.88 

1.97 

11.25 

61.10 

3.54 

11.51 

LMt. 

SNI 





1.31 

7.75 

6.17 

21.33 

7.48 

29.08 

71.53 

18.22 

11.47 

All 1.) 






0.49 

1.56 

3.81 

11.89 

5.22 

13.45 

27.63 

20.16 

4.39 


.\iiies'. I t ii: loporicd In-.ni column 7 miuards leprescnl mean value of measures computed. 

2 t ig in pareiillieses mdivair ranking; ranking indicated among the 7 established firms only. 

data on new eiilranis are incorporated for comparison. 

4 lur ei derails mil incoiporaicd. 

Soiin- data fioni ci>iiipaii> Annual Kcporis and gueslionnairc responses arc used for eompuialion of measures in this table. 
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The measurement of capital intensity in 
literature has often been linked to tevenues 
or employees. Harrigan (1982) considers 
capital requirements in terms of total 
value of industry plants divided by the 
number of establishments responsible for 
SO per cent of industry value of ship¬ 
ments. Hambrick (1983) and Hambrick et 
al (I98S) consider capital intensity in terms 
of gross book value of all fixed assets 
divided by revenues. Day et al (1987) and 
Oliva et al (1987) focus on gross book 
value of only plant and equipment in rela¬ 
tion to sales. In economic theory capital- 
output ratio is used as a robust indicator 
of capital efficiency. 

In the context of structural analysis, 
there is a need for a measure which 
reflects the changing scale of capital 
intensity perceptively. Such measure 
should take cognisance of the fact that 
while modernisation and growth would 
demand concomitant increase in capital 
requirements, there could be firm-specific 
factors such as choice of integration level, 
shift towards capital-intensive tech¬ 
nologies which would influence capital in¬ 
tensity differentially.' 

For the purpose of this study, capital 
intensity is defined as gross value of all 
fixed assets divided by total employee 
expenditure. In that this ratio compares 
the cumulative assets on ground to 
employees on board, it provides insight in¬ 
to the relative shift in capital deployment 
towards or away from sophistication. In 
the traditional Indian context of plentiful 
availability of labour, it also connotes the 
degree of shift from low volume labour 
intcn.sivc processes to high volume capital 
intensive infrastructure. 

Table 8 summarises the capital intensi¬ 
ty of individual firms during the four 
phases of study. It is of interest that, by 
and large, specialised firms were more 
capital intensive compared to diversified 
firms. Firms with infrastructure to 
manufacture machine tools (TELXX) dur¬ 
ing the study period and PAL in phase 4) 
or through associates (PAL in phases I to 
3) have shown a lower trend in capital in¬ 
tensity. The case of TELCO is of par¬ 
ticular interest as it is the largest manufac¬ 
turer with output of 64,963 vehicles, and 
also has excellent infrastructure for in- 
house manufacture of machine tools. 
There is. perhaps, in this trend an evidence 
of the economies of scale and cost- 
effectiveness of integration. In contrast, 
specialised firms without comparable in¬ 
tegration in machine tool manufacture 
tended to show increasing capital intensity. 

While the low capital intensity of a low 
volume manufacturer like SNIP! is on 
expected lines, low capital intensity of a 
Dominant-product High-integration 
manufacturer (PAL) and a trend of higher 


capital intensity of a Dominant-product 
Low-integration manufactura (AL) are of 
interest. 

It is also noteworthy that at least in 
TELCO’S case, the declining trend of 
capital intensity is complemented by 
declining trends noticed earlier on capital 
expenditure and capital goods imports. 

IV 

A Profile of Structure and 
Strategy: Phase 4 

Based on the discussion on structural 
grouping and strategic investments, some 
essential dimensions of structure and 
.strategy arc summarised in Table 9. Apart 
from the indices discussed earlier, the 
table incorporates two other indices— 
technological upgradation propensity 
(computed as combined R and D and 
capital expenditure as percentage of gross 
turnover) and technological upgradation 
intensity (computed as combined R and D 
and capital expenditure as percentage of 
gross plant and machinery). 

IWo of the three Dominant-product 
High-integration firms (TELCT) and 
BTL) demonstrated high propensity and 
intensity towards R and D as well as plant 
expansion and modernisation consistent 
with their respective size and technological 
scale. While PAL showed high R and D 
propensity and intensity, relative lag on 
asset expansion and modernisation is 
notable, it is also notable that firms with 
capability for building machine tools in- 
house or through associates showed the 
least dependence on machine tool im¬ 
ports. interestingly, specialised firms AL, 
TELCO, BTL and PAL ranked relatively 
low in material import dependence reflec¬ 
ting the utility of product specialisation 
.strategy in achieving higher indigenisation. 

The relatively low-key behaviour 
of Multi-product High-integration 
firm (HML) and Multi-product Low- 
integration firm (M&M) in terms of 
R and D and asset base is counter to a 
priori reasoning proposed, bui the ex¬ 
periences of M&M and HML appear ex¬ 
plainable. Both firms appear to have taken 
recourse to technology imports to counter 
low R and D propensity. HML’s asset in¬ 
dices are related to adverse market perfor¬ 
mance while M&M appears to be moving 
towards greater level of integration and 
as.set expansion, though such a trend is 
not yet reflected effectively in quantitative 
indices. 

The status on capital intensity reflects 
relative differences in relationship between 
technological base and labour deploy¬ 
ment. Capital intensity reflects an inter¬ 
face of the dimensions of technology, viz, 
integration and diversification on t.nc 
hand and scale on the other. The inter¬ 
firm differences in capital intensity in 


dicate its relevance as a variable of poten¬ 
tial in assessing the aggregate impact of 
investment decisions pursued by different 
firms. 

V 

Summary 

This paper has established a framework 
for considering industry evolution in 
terms of core structural factors of 
technology. Investment strategies relating 
to rescaich and development, plant 
inoderiiisation and expansion, material 
and machine tool inputs are seen to be 
related to the technological position of the 
firm on product and process dimensions. 

At the same time, there exists adequate 
range of choices for individual firms, 
which could lead to differentials in 
allocative efficiency ol strategic invest¬ 
ments and overall competitiveness of 
business. Methodological innovation of 
relating strategic investments to tech¬ 
nological scale of the company provides 
an additional dimension to appraise in¬ 
vestment allocation. 

A limitation of the study relates to the 
possible distortions caused by dome.stic 
and external inflation rates on one hand, 
and the balance of payments pressures, 
rupee depreciation and tariff structures in 
the other. This paper has amsidered these 
as inevitable cost penalties which need to 
be reflected in the efficacy of investment 
options chosen. Yet, it would be ap¬ 
propriate to ex-examinc the results while 
controlling for such external factors or 
dimensions such as import dependence 
and capital intensity. This could constitute 
a useful extension to this study. 

APPl-NOIX: AHHKLVIATIONS 

ACMA: Aulomoiivc ('om|x>nenl Manufac¬ 
turers A.ssociiilion of India 
AIAM: Asvuciaiion of Indian Automobile 
Manufacturers 
AL: Ashok Ijcvland Limited 
ANL: Allwyn Nissan I.imit’.d 
Bl'l.: Bajai Tempo l.imilcd 
mi: IX'M loyola Limited 
LML. l-.icher Motors Limited 
HC V(i): Heavy (..'omniercial Vchiclc(s) 

HMI : Hindustan Motors Limited 
l.L'Vts): Light Commercial Vehiclets) 
M('V(s): Medium Commerc.al Veliicle(s| 
M&M; Mahindra & Mahindra Limited 
MNAL; Mahindra Nissan Allwyn Limited 
PAI.; Premier Automobiles Limited 
SAI.- Sipani Automobiles Limited 
SML: Swaraj Mazda Limited 
SMPI: Standard Motor Products of India 
Limited 

1 LtLiO; Tata Engineering and lz>comotive 
trompany Limned 

Noleis 

[till' aiiihof IS graiclul lo IVIN Sarma for 
sli,ipiiig the aiiihoi's research inieiests | 
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1 A brief feference lo the R and I) expendituVe 
profile of advanced aulo firms is presented 
below to develop a perspective on R and D, 
si7C and nature of aIkKative decisions. Toyota 
spends about 5 per cent of its net sales on 
R and D each year On a net sales of IJS$ 
55,702 million in 1989, R and D expenditure 
amounts to a staggering IJSS 2,785 million. 
Honda also spends about 5 frer cent of its 
net sales on R and U. On a turnover of 
USS 18,747 million in 1987 Honda’s R and U 
expenditure has been U.SS 947 million. A 
company which has not been .so successful 
as Toyota and Honda, l uji fleavy industries 
has been spending 3 to 4 per cent of its .sales 
on R and I). In comparison, turnover of 
Indian companies as well as R and L) invest¬ 
ments are diminutive (Tables 4 and A|. 
However, considering that rrven as an 
allocative decision, the R and O propensity 
of the largest firm has been only 0.82 per cent 
(of gross turnover), the gap appears par- 
ticulaily noteworthy. Sources; Annual 
Reports of Toyota Motor C.orporation, 
Honda Motor C'o and buji Heavy Industries, 
1987-1989. 

2 Volatility of R and 1) expenditure could af¬ 
fect innovative efficiency of a firm to a cer¬ 
tain degree. Study by Hambrick and Mac¬ 
Millan (198.5) indicated such a negative 
association (p 541). TElXX7’s stable R and D 
expenditure policy (as reflected by the coef¬ 


ficient of variation) and its successful pro¬ 
duct innovation record appear notable in 
such a context. 

3 Though expenditure due to import 
dependence may appear in the nature of an 
operational expenditure, the context of im¬ 
port dependence in India which reflects 
either a long-term commitment through 
technical collaborations or a structural in¬ 
adequacy on supply side indicates that ex¬ 
penditures due to import dependence arc 
more in the nature of strategic investments. 

4 The nature of disclosure in terms of con¬ 
sumption of imported material does not ap¬ 
pear to be uniform acro.ss firms. In par¬ 
ticular, treatment of some canalised imports 
could be different across firms. Normalisa¬ 
tion is not attempted in view of the complex¬ 
ities of data recall expressed by individual 
firms. 

5 Healey (1968) considered that in developing 
economies capital intensity, through its in¬ 
fluence on worker and managerial perfor¬ 
mance, is a determinant of the relative effi¬ 
ciency of different industries. Study of Indian 
industries showed some statistical support to 
his hypothesis (p 3.32) 

R«*fepenc«*s 

Chandler, A D Jr (l%2); Stmlegy and Struc¬ 
ture: Chapters in the History of Industrial 


Enterprise, Ml I I'ress, camonage; mass. 

Day, L, W S L DeSarbo and T A Oliva (1987): 
‘Strategy Maps: A Spatia,! Representation 
of Intra-Industry Competitive Strategy’, 
Management Science, Vol 33, No 12, 
December, pp 1534-51. 

Cfumaste. V (1988): ’Anatomy of In-House 
R and D’, Economic and Political Wtekiy, 
May 28, pp M67-M72. 

Hambrick, DC(1983): ’High Profit Strategies 
in Mature Capital Goods lndu.stries: A 
Crontingency Approach’, Academy of 
Management Journal. Vol 26, No 4, 
pp 687-707. 

Hambrick, D C and I C Macmillan (1985): 
'Efficiency of Product R and D in Business 
Units: The Role of Strategic Context’. 
Academy of Management Journal, Vol 28, 
No 3, pp 527-47. 

Harrigan, K R (1982): ‘fxit De<.'isions in Mature 
Industries’, Academy of Management Jour¬ 
nal, Vol 25. No 4, pp 707-32. 

Healey, .1 M (1968); ‘Industrialisation, Capital 
Inten.sit) and fcfficicncy’. Oxford Huttetm 
of Economics and Statistics, Vol 30. No 4, 
pp 323-39. 

Oliva, T A. D 1. Day and W S DeSarbo (1987): 
‘Selecting Competitive lactics; fry a 
Strategy Map’, Slium Management Review, 
Spring, Vol 28, No 3. pp 5 16 


LOK JUMBISH PARISHAD 

ADVERTISEMENT FOR POSTS 

Lok Jumhish Parishad is an innovative project aiming to achieve 
basic education for ail by the year 2000 through peopIe.s’ mobilisation, 
their participation and teachers’ involvement. The specific goals are: universalisation of primary 
education, womens’ development and improving quality of education. Applications are invited from 
candidates with relevant background and experience, presently working either in Government of 
Rajasthan, Government of India, PSll’s, Autonomous Institutions and NGO’s. tor following posts; 
Project Officer, Assistant Project Officer and Samyukta. The Project Officer ( gross emoluments Rs 
4000/-pm) shall be responsible to implement the scheme in his/her area of operation, the Assistant 
Project Officer (gross emoluments Rs 3000/-pm) would assist the Project Officer in teacher training, 
non-formal education and environment building etc, and Samyukta ( gross emoluments Rs 
.3500A),reserved for women candidates, would assist the Project Officer in womens’ development and 
early childhood care and education. 

The assignment demands ability to conceptualise, good interpersonal relations, good written 
and oral communication skills in Hindi, organisational ability to function effectively in rural 
environment. Selected candidates will be initially appointed upto May 1994; decision regarding further 
extension would be taken in March 1994. 

We will be glad to provide mo-e details, on specific reque.st, from the interested candidates. 
The interested candidates are requested to address their application, along with a brief resume to the 
following address, within 21 days of publication of this advertisement. 

Project Director, 

Lok Jumbish Parishad 
Post Box: 411 
Jaipur 




M-32 


Economic and Political Weekly February 20-27, 1993 



Deregulation and Industrial Performance 

The Indian Cement Industry 

Subir Gokarn 
Rajrndra Vaidya 

In this paper an attempt is made to evaluate the performance of the cement industry after decontrol. We find 
that the structure of the industry has undergone a qualitative change. The industry, after decontrol, is characteris¬ 
ed by a competitive outcome in terms of price and profit performance. An enquiry into the nature of inter-firm 
heterogeneities suggests that major differences arise out of technical factors. The performance of firms across 
strategic groups is different, with firms operating relatively new and large plants appearing to have an advantage. 
The persistence of this performance differential is likely to depend on how quickly the strategies adopted by these 
firms is matched by the other firms. 


Introduction 

THE new economic policies adopted by 
the government of India in recent years 
are aimed at making the manufacturing 
sector more competitive. Under these 
policies the cement industry has recently 
been completely opened to the free play 
of market forces, though the process of 
decontrolling this industry began in 1982. 
In this paper we intend to analyse the per¬ 
formance of (he cement industry after the 
decontrol process was initialed. Recently 
Pradhan (1992), in an interesting paper, 
had raised doubts about the success of the 
decontrol of the cement industry because 
he found that the rate of decrease in con¬ 
centration fell after the decontrol. Instead 
of looking at the structural variables, our 
analysis concentrates on the performance 
variables, namely, profitability and real 
prices. Our findings indicate that the 
cement industry has in general behaved 
competitively after the decontrol was 
ii'itiated. An important point which is 
highlighted in our analysis is the nature 
and effects of intcr-firm heterogeneities in 
the cement indu.s(ry. 

We believe that a case study of the 
cement industry which, like many other 
industries, has for extended periods of 
time faced direct regulation would yield 
important insights on how the process of 
decontrol affects the structure and perfor¬ 
mance of an industry. Though generalisa¬ 
tions from a case study are fraught with 
difriculties, we intend in a limited fashion 
to draw a few of them. As the decontrol 
of this industry began in 1982, we have 
quite a large time-span over which the ef¬ 
fects of decontrol can be studied and thus 
to some extent our generalisations can be 
defended. 

The plan of the paper is as follows; In 
Sectional we present a brief history of the 
various controls faced by (he industry and 
of the evolution of its market structure. 
The conceptual framework within which 


the industry is analysed is discussed in 
Section ill. The data sources used and 
various deHnitions employed arc discussed 
in Section IV. Section V deals with the 
analysis of real prices of cement and 
profitability of firms in the cement 
industry. The conclusions are presented in 
Section VI. 

II 

P(»lic*> RefpmtrN and Structural 
Change 

Price and distribution controls were 
first imposed on cement during World 
War II, when it was deemed an e.ssential 
commodity. Controls, in one form or 
another, continued almost uninterrupted¬ 
ly until 1982. In 1956. the State Trading 
Corporation was invested with a monopo¬ 
ly right over the distribution of both 
domestically produced and imported ce¬ 
ment. At the same time, a system of 
freight equalisation was introduced, 
implying a uniform nation-wide selling 
price of cement. In 1958, based on a Ikriff 
Commission study, a three-tier retention 
price scheme was introduced, with pro¬ 
ducer prices ranging from Rs 54.50 to 
Rs 80.50 per tonne. ba.sed on (he usual 
considerations of vintage and techno¬ 
logical conditions of the plants. The three- 
tier pricing scheme continued up to 1969, 
at which point retention prices ranged 
from Rs 90.50 to Rs 96.05 per tonne. In 
1966, the government lifted controls over 
the distribution of cement; the respon- 
.sibility for distribution was collectively 
taken up by cement manufacturers, who 
formed the Cement Allocation and Co¬ 
ordination Organisation for (his purpose. 
The govenment. however, reimposed 
distribution controls during the next year. 

In l%9, the government replaced the 
three-tier scheme with a uniform retention 
price of Rs 100 per tonne. This scheme 
continued until 1979. at which point 
the retention price was Rs 168.91 per 
tonne, when a three-tier scheme was re¬ 


introduced. flic prices paid to existing 
units ranged from Rs 185 to Rs 220 per 
tonne; however, an added incentive was 
provided to new units and expanded 
capacity by way of a retention price of 
Rs 2% per tonne. This was a relatively 
short-lived regime, lasting up io early 
1982. when the government announced 
the partial removal of price and distribu¬ 
tion controls. At (his point, the ictention 
prices fur existing units ranged from 
Rs 233..19 to Rs 268..39 per tonne. l‘or 
expansions and new units, the price of¬ 
fered was Rs .344.39 per tonne. 

Cine of the major elements of the 1979 
package was an emphasis on the setting 
up of so-called mini cement plants. These 
plants, basically scaled down versions of 
large plants, were considered appropriate 
of the exploitation of scattered limestone 
deposits which were loo small to attract 
a large cement plant. They were further 
justified on the basis of their •^clatively low 
capital intensities, and, by virtue of their 
locations in backward areas, their ability 
to supply cement to their neighbouring 
areas, which again may not have been an 
attractive market fur large cement plants 
located far away. 

Table I displays annual growth rates of 
install^ capacity and production respec¬ 
tively (excluding mini p'ants) in the 
cement industry during each of the three 
price regimes up to 1982. C'omparing the 
first (WO regimes, growth ratc.s of both 
indicators were lower during the uniform 
pricing regime. The reintroduction of the 
multi-tier formula in 1979, with its explicit 
incentive for new capacity, appears to have 
induced a surge of new investment in the 
cement iiidusiry, with installed capacity 
growing at 9 per cent per year, but most 
of this capacity had yet to begin produc¬ 
ing by the lime the price regime ended in 
1982; production grew at only 2.7 per cent 
per year during this period. 

In February 1982, the government 
introduced a system of partial decontrol 
of cement prices. Under this sche;ne. 
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existing units were required to sell quan¬ 
tities of cement equalling 66.6 per cent of 
their installed capacity at a controlled or 
‘levy’ price of Rs 335 per tonne (of 
ordinary portland or portland slag 
cement). Any production above this levy 
amount could be sold at whatever price 
the market would bear. For sick units, the 
levy quota was set at SO per cent of capa¬ 
city, and for units commencing commer¬ 
cial production after January 1,1982, the 
levy was set at 37.5 per cent in the first 
year of operation, 42.5 per cent in the 
second year and SO per cent in subsequent 
years. In the years following partial decon¬ 
trol, minor modiHcations were made to 
the existing structure, both by way of 
periodic increases in the levy price to com¬ 
pensate for various input price increases, 
and by way of small reductions in the levy 
quantity. In 1985, for instance, the basis 
of levy calculations was changed from the 
rated capacity of the unit to its actual pro¬ 
duction. The levy price regime was in 
place until 1989, when the government an¬ 
nounced total decontrol of cement prices; 
all units were free to sell all their output 
at whatever price the market would bear.' 

In respon.se to the incentives given to 
.new units under the 1979 pricing formula, 
investment in the cement industry show¬ 
ed a significant upturn; this impetus was 
reinforced by the incentives ofTered by the 
levy price system. Ihble 2 indicates the 
increa.se in capacity in the industry bet¬ 
ween 1981-82 and 1990-91. Capadty more 
than doubled tmr the nine-year period, 
showing an annual rate of growth of 8.2 
per cent. Over the same period, produc¬ 
tion grew at a rate of 9.1 per cent per year, 
from 21 million tonnes in 1981-82 to 45.8 
million tonnes in 1990-91 [NPC 1991]. Im¬ 
ports, which constituted about 7 per cent 
of apparent consumption in 1981-82, were 
non-existent from 1987-88 onwards. 

One notable aspect of the incremental 
capacity created was that new units were, 
on an average, substantially larger than 
units that were already in production in 
1981-82. The average new unit was of 0.74 
million tonnes per year capacity, com¬ 
pared with 0.52 million tonnes for an old 
unit. Although we do not present any data 
to substantiate this point, our conversa¬ 
tions with people connected with the 
cement industry indicate that there are 
significant scale economies in cement 
manufacture; the minimum efficient scale 
(MES) for a plant employing recent 
technology is of the order of I million 
tonnes per year. Plants below 0.7 million 
tonnes per year are considered non¬ 
competitive. An examination of units 
expected to enter the market in the next 
five years {ICICI 1992] reveals that ail 
these plants are of rated capacity in excess 
of I million tonnes per year. Scherer and 


Ross (1992), reporting minimum efficient 
scales for the US cement industry for as 
far back as 1967, suggest 1.175 million 
tonnes as the MES. 

The point being made here is that the 
post-1982 entrants into the Indian cement 
industry appear to have, ceteris paribus. 
a scale-related advantage over firms that 
were in the industry before partial decon¬ 
trol was implemented. The new capacity 
was created by a variety of organisations. 
Some firms that were already in the 
industry expanded existing plants and 
built new ones. Several plants were set up 
by established firms previously not 
involved in cement manufacture, who 
chose cement as a diversification option. 
Plants were also set up by newly- 
established corporate entities, with cement 
manufacture as their sole line of business, 
although many of these firms were pro¬ 
moted by prominent business houses. 

Table 3 shows the organisational pat¬ 
tern of entry into cement manufacture 
between 1981-82 and 1990-91. Almost 60 
per cent of the new capacity was installed 
by firms that diversified into cement and 
totally new firms. Many of the old cement 
firms did set up new plants, but much of 
the increased capacity attributed to this 
group came from upgradation and expan¬ 
sion of existing plants.^ Public sector 
firms, which had a collective installed 
capacity of about 6.2 million tonnes in 
1981-82, increased their capacity by about 
3 million tonnes over the period, through 
expansion of two firms and the establish¬ 
ment of one new firm. The entry of so 
many new players into the cement industry 
significantly i^uced concentration, as in¬ 
dicated by Tkble 4. The four-firm concen¬ 
tration ratio declined steadily over the 
period 1976-77 to 1990-91, from 59.6 to 
33.7. With reference to new firms enter¬ 
ing the cement industry, the gestation lag, 
as measured by the time lapsed between 
dates of incorporation and commence¬ 
ment of commercial production, was in 
the range of four to five years. 

IVvo implications may be drawn from 
the information presented in Ikbles 3 and 
4. Firstly, the structure of the cement 
industry, appears to have moved from a 
relatively oligopolistic one to a relatively 
competitive one, as revealed by the 4-firm 
concentration ratio. Secondly, arguing 
alonr the lines of Caves and Porter 1977. 


the diversity of organisations that are in¬ 
volved in cement manufacture may make 
it difficult for firms to'sustain'collusive 
arrangements. Both these implications 
point to the emeigence of a ‘competitive’ 
outcome in the cement industry as a con¬ 
sequence of partial decontrol. 

All the indicators displayed in the above 
three tables exclude consideration of mini 
cement plants. A large number of such 
plants were set up after the impetus given 
to them in the 1979 package. The total 
capacity of these plants, however, was 
always a small fraction of the industry’s 


TABia 2: iNCREMkNTAL CaFACITY CREATION 


Year 

No of 
Units 

Total Average 
Capacity Capacity 
(Mil- (Thou- 
lion t) sand t) 

1981-82 

56 

29.3 

523 

1990-91 

97 

59.6 

614 

Increment bet- 



ween 81-82 




and 90-91 

41 

30.3 

739 


Source. NPC: (1991). 


Tabie 3: Oroanisationai. Nature or Entry 
INTO Cement Manueacturing 


type of Firm Toul Capacity 

Installed between 
1 981-82 and 1990-9 1 
Million Per Cent 
Tonnes 


Firms already in 


cemeni production 

12.46 

42.P 

Firms diversifying into 

cemeni production 

8.22 

27.7 

New Tirms entering into 

cemeni production 

8.97 

30.3 

Total 

29.65^ 

100.0 


Sources: ACC (various years), CMIE (1992), 
Slock Exchange Official Directory 
(various years) 


Tabi.e4; Cone i-.ntration Ratios in 
Cement Industry 


Vbar 

4-Firm Concentration 


Ratio 

1976-77 

59.6 

1983-84 

41.0 

1987-88 

38.4 

1990-91 

33.7 


Sources: Mani (1992) for 1976-77: CMIE 
(various years) for other years. 


Table I: Growth Rates or Cement Cafatity and Production 


Period 


1959-60-1968-69 

1969-70—1978-79 

1979-80—1981-82 


Pricing Policy Regime 


Annual G rowih Rate (Per Cent) 
Inst Cap Production 


.1-tier reteniion price scheme 6.6 

Uniform ictemion price scheme 4.2 

3-tier retention price -r additional 9.0 

incentives for expansions/new units 


7.2 

4.8 

2.7 


Sources: Author's calculations based on data provided in NPC (1991). 
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total imtaHwl capacity. For examine; as of 
January 19M, there were 61 mini cement 
plants in operation, with an installed 
capacity of 2.9 million tonnes, less than 
S per cent of total industry capacity. 

The choice of process technology is an 
important determiiuuit of the productivity 
of a plant of given capacity. IWo basic 
processes exist for cement manufacture: 
the wet process, a relatively older 
technology, in which the raw material is 
fed into the kiln in a slurry form, and the 
dry process, a relatively newer technology, 
in which the raw material feed is dry. Ihble 
S provides some indication of the produc¬ 
tivity differences between the wet and dry 
processes. 

The dry process is clearly more efficient 
in the use of heat. There is not much dif¬ 
ference in the use of electrical power, 
because most of this usage is in raw 
material and clinker grinding operations. 
The difference in kiln productivity is 
significant; it implies that a dry process 
plant can install a kiln that is one-third 
to two-fifths the size of the kiln in a wet 
process plant of equal capacity, thus 
saving on capital costs. No new capacity 
using the wet process was created during 
this period. Since all new capacity used 
the dry process, the share of capacity 
using this process went up from 45 per 
cent to 73 per cent over the nine year 
period. The implication of this shift is that 
the industry as a whole has become a 
more (at least potentially) efficient pro¬ 
ducer of cement. However, firms entering 
the industry after 1982, with their capa¬ 
cities all in the dry process may have a pro¬ 
ductivity advantage over old firms, which 
still have some of their capacity using the 
wet process. This advantage reinforces the 
scale-related advantage that was referred 
to above. 

The change in the structure of the ce¬ 
ment industry in response to the policy of 
partial decontrol can thus be characterised 
by the following set of stylised facts. Rates 
of growth of capacity and'production 


were higher following decontrol than dur¬ 
ing any of the pricing policy regimes that 
preceded it; the new capacity that was 
created after decontrol was by way of 
plants that were, on the average, substan¬ 
tially larger than existing plants; about 60 
per cent of new capacity in the industry 
was created by firms that were not 
previously in the business of cement 
manufacture; and finally, all the new 
capacity created used the dry process, 
which is technologically superior to the 
wet process, which many of the older 
plants used. 

Ill 

The Conceptual Framework 

The structure-conduct-performance 
(S-C-P) framework has been widely used 
to explain the relative performance of 
firms/industries. A simple version of this 
approach assumes that basic exogenous 
conditions determine market structure 
and that there is a unidirectional flow of 
causality from market structure through 
conduct to performance. The S-C-P ap 
proach “rests fundamentally on the 
postulate that independent structural 
variables are comparatively immutable 
variables determining in the long run the 
values of the dependent variables" (Bain 
1970; 44]. Thus, stability of the structural 
variables is extremely important to be able 
to identify causal links from the data. The 
discussion in Section II clearly suggests 
that the structural variables in the cement 
industry have been far from stable. The 
concentration ratio has been decreasing, 
the technology has undergone a sea 
change and the number and nature of in¬ 
cumbents is rapidly changing. Most im¬ 
portantly the nature of government con¬ 
trols faced by the industry have also been 
changing. The industry, after 1982, has 
been in a state of flux. Due to the instabili¬ 
ty of the structural variables there seems 
little hope of successfully drawing causal 
links between structure and performance. 


Another feature of the S-C-P approach 
is that it typically seeks monopoly power- 
based explanations for patterns seen in 
data which contradict the competitive 
model. A major problem with such an ap¬ 
proach is that if the data does in fact 
reveal patterns which seemingly contradict 
the competitive model then such patterns 
can be given various explanations all of 
which ate not necessarily based on 
monopoly power considerations. For 
example, inter firm profit differences 
within an industry may be explained on 
the basis of both market power (Shepetd 
1976] and inter firm differences in effi¬ 
ciency (Demsetz 1979) and both explana¬ 
tions would imply a positive relationship 
between profit rates and market shares. 
Thus no definitive policy implicatioru can 
be drawn from empirical generalisations 
alone. 

It had been conventional to treat the 
industry as the basic unit of analysis with 
the impliait assumption that firms within 
an industry are identical except with 
respect to their size. Consequently entry 
barriers are assumed to protect each firm 
within the industry equally, i e, they can 
be viewed as a shared asset. Given the 
large extent of firm heterogeneity that 
exists in the cement industry such an 
ai^roach seems unsatisfactory. We use the 
concepts of mobility barriers and strategic 
groups (Caves and Porter 1977 and Porter 
1979) which take explicit account -of 
heterogeneity of firms within an industry. 
The industry can be viewed as comprising 
strategic groups. Within the groups, the 
firms would have more or less homo¬ 
geneous characteristics and thus they 
would recognise their interdependence 
more acutely. Entry barriers can now be 
looked upon as group specific and not 
industry specific Barriers to mobility bet¬ 
ween groups would be determined by the 
same structural features as barriers to 
entry into any group from outside the 
industry. Caves and Fbrter argue that pro¬ 
fit rates are likely to differ between groups 
within an industry depending on the 
height of mobility barriers protecting 
them and this difference arises due to the 
presence of monopoly power within a 
group which prevents other groups from 
duplicating the strategy of the successful 
group. Monopoly power in this context 
goes beyond the traditional structural 
characteristics of an industry (e g, concen¬ 
tration ratios); it refers to a situation 
where some firms in the industry have a 
particular advanuge for whatever reasons, 
either structural or behavioural. Another 
important implication of the presence of 
strategic groups is that the more complex 
the structure of groups the more difficult 
it would be to arrive at and maintain a col¬ 
lusive agreement. Consequently the more 


Taiu.i; S; Prodik'tiviiv Comparisons Bi:Twn.N Wti and Dhv Pxtxr.ss 


No Productivity Indicator Wet Process Dry Process 


1 Heal consumption (KCal/Kg of clinker) 1300-1600 7SO-8UO 

2 Power consumption (KWH/ionne of cement) IIO-II} 120 .23 

3 Output from kiln of giv?n si/e (wet -- 100) 100 230-300 


Source: ACC (1991). 

Tabu 6; Distribuiion or Caiwi'iiv bs TtdiNouK.v 


__I nstalled Cap acity al Year -End _ 

3fcar _ Ton nage (Millio n Tonne s) Cen|_ 

Wet* Dry Wet (jry 


1981-82 15.86 13.12 34.7 45.3 

1990-91 1SJ6 43.42 2fi.K 73 2 


Note: * Includes 2.13 million tonnes under the semi-dry process. 
Sources: NPC (1991) and ACC (various years). 
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competitive would be the performance of 
firms ceteris paribus. 

From our discussion in Section fl is it 
fairly clear that firms within the cement 
industry can be divided into five groups 
in a fairly unambiguous manner. The five 
groups are as follows: 

(1) r/ie Bifi Old Firms: These firms have 
been producing cement since 196S or 
before and have a significant portion of 
their capacity locked into the vret process. 
Many of them operate more than one 
plant. We saw in Section II that the wet 
process was inefficient compared to the 
dry process. Moreover between 1982 and 
1989 the old plants had a higher quota 
which had to be sold at the uniform levy 
price (i e 66.6 per cent of installed 
capacity/product ion). 

(2) The Big New Firms: These firms com¬ 
menced commercial production after 
1982, i e after partial decontrol. All their 
capacity u.scs the dry process. The average 
plant size of firms in this group is very 
large (nearly 0.8 million tonnes p a). 
Moreover these firms had to sell a far 
lower percentage of output at the levy 
price (i e, SO per cent of installed capacity/ 
production after the third year of com¬ 
mercial production). 

(3) The Mini Cement Plants: Most of 
these firms commenced commercial pro¬ 
duction after 1982. As their names sug¬ 
gest these are firms having very small 
plants. The range of plant sizes is between 
33,000 tonnes p a to about 1,00,000 ton¬ 
nes p a. 

(4) The Diversified Firms: These firms 
have a wide variety of product lines in¬ 
cluding cement. Some of these firms have 
added cement to their list of products 
recently while some were initially only 
producing cement and have introduced 
other products recently. We would not be 
considering this group for futtiier analysis 
because product line data for these firms 
is not available. 

(5) The Cement Firms in the Public 
Sector: The government of India and 
some state governments have set up ce¬ 
ment plants under public ownership. 1'lie 
Cement Corporation ol India is the most 
important company in this group. In this 
again a significant pan of the capacity still 
uses the wet process. This group shall also 
not be considered for further analysis 
because comparable financial data per¬ 
taining to ihe.se firms is not available over 
the time period we are considering. 

From our discussion in Section II it is 
fairly obvious that the barriers to entry 
protecting the firms in the cement 
industry as a whole were not very high. 
The huge amount of new entry that took 
place after 1982 stands testimony to this. 
Nevertheless, there exist a priori reasons 


to Miieve tiUH g'ditteti^if itt of laoaMify 
barriers protect each of the groups. These 
barriers in the first three groups are 
basically technologically determined. As 
indicated earlier we shall be concentrating 
on the first three groups alone The Big 
Old Firms are the traditional incumbents 
in this industry. Studying them as a group 
would enable us to trace the effects of 
large-scale entry on their profitability. The 
fact that these firms are old puts them at 
a ceruin advantage Most importantly 
they are likely to have the best plant loca¬ 
tions especially with respect to the quality 
and quantity of limestone available at a 
particular site. Other advantages like bet¬ 
ter dealer networks and experience may 
also exist. These advantages would be off¬ 
set by the fact that a part of their capaci¬ 
ty still uses the inefficient wet process. 
These firms have not been able to stop 
production in the wet process plants and 


completely. Many rums have built hew 
plants which use the dry process and have 
attempted to modernise (he wet process 
plants to a semi dry or dry process but this 
process is far from complete and a large 
part of their capacity still uses the wet pro¬ 
cess. Clearly something is preventing these 
firms from quickly replicating the 
technology choices of the big new firms. 
This could be partly due to the fact that 
exit is an extremely costly affair, high exit 
costs force these firms to continue to 
operate plants which use a distinctly in¬ 
ferior technology and this is likely put 
them at a disadvanuge compared to firms 
which use only the dry process. The Big 
New Firms use the more modern dry pro¬ 
cess and have relatively large plants. Tliey 
thus have the advantage of being more ef¬ 
ficient and also enjoy large economies of 
scale. Another factor that might have 


TABit The Bio Old Firms 


Name of Company 

Year of Entry 

No of Planis 
(1991) 

Installed Capacity 
('000 TPA) 

ACC 

1936 

12 

7630 

Andhra Cemenis 

1936 

3 

1240 

Cheiiinad Cemeni Corpn 

1962 

I 

600 

Ualmia Cemcnis 

I9SI 

1 

591 

India CTcmcnts 

1964 

3 

2600 

Kalyanpur Cements 

1937 

1 

480 

Madras Cemenis 

1937 

2 

1162.5 

Orissa Cemenis 

1948 

1 

525 

Pinyam Cemenis 

1955 

1 

531 

Saurashira Cemenis 

1956 

1 

863 

Tabi.e 8: The Big New Firms 

Name of Company 

Ybar of Entry 

No of Planis 

Installed Capacity 



(1991) 

COOO TPA) 

Gujarai Ambiija Omcnis 

1986 

1 

700 

Mangalam Cements 

1981 

1 

40r 

Modi Cemenis 

1987 

1 

1146 

Narmada Cernenis 

1982 

1 

1000 

PrivadarsHhi Cemenis 

1986 

1 

600 

Raasi Cemems 

1982 

1 

1100 

Shree Cemenis 

1985 

1 

600 

Sri Vishnu Cemenis 

1987 

1 

600 


Tabi I. 9: Mini Oment Pi ants 


Name of Company 

Year of Entry 

No of Planis 
(1991) 

Insulled Capacity 
('000 TPA) 

Abhishek (.'cmenis 

1987 

1 

33 

Coromandel Cemenis 

1987 

1 

66 

Deccan Cements 

1982 

1 

66 

Dhar Cements 

1985 

1 

66 

Cioldstar Cemenis 

1986 

1 

66 

Hemauri Cemenis 

1985 

1 

99 

Kakaiia ( ements 

1983 

1 

66 

Kaindar Cemenis 

1985 

1 

66 

Karnataka Min and Mfg Co 

1985 

1 

66 

NCI. Industries 

1984 

1 

107.25 

Panchmahal Cements 

1985 

1 

66 

Radhakrishnan Cement - 

1985 

1 

66 

Sagar Cemenis 

1985 

1 

99 

.Susarshan Cemenis 

1987 

1 

33 

Susarna Cemenis 

1986 

1 

66 
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Figure I: Annual Changes in the Real Price of Cement 
(B ased on Price Indices with 1970-11 = 100) 



FiiiURh 2: Annuai Changes in the Real Price oi Cement 
(Based on F’rice indices with 1981-82 = 100) 



worfcad in Cmow Of thCM flnns is thit bet¬ 
ween 1982 and 1990 th^ had to sell a 
lower proportion of their output at the 
levy price These set of Tirms could be 
expe^ to have a large absolute cost ad¬ 
vantage over other groups. The Mini 
Cement plants have substantially smaller 
plants compared to the other groups. They 5 
are basically constrained by the quality ^ 
and quantity of limestone available at a g 
particular site On the other hand, it is g 
quite possible that the technology u^ in s 
this group is more flexible. Flexibility in | 

this context refers to those attributes of ° 

a technology that makes it possible to 
accommodate greater output variation 
[Mills and Schumann 1985]. One expects 
this to be most disadvantage group if the 
technology used does not possess the ad¬ 
vantage of flexibility. Though we shall not 
be explicitly analysing the last two groups 
their presence complicates the group 
structure substantially. 

Given the different characteristics of 
these groups one would expect a substan¬ 
tial and systematic difference in their pro¬ 
fit performance. Given the complexity of 
the group structures within it, the industry 
as a whole is not expected to earn super¬ 
normal profits. 

In our attempt to evaluate the perfor¬ 
mance of the cement industry we directly 
look at two performance variables, i e, 
profit rates and prices, without formally 
linking either to structural variables. We 
use both the l.erner index (i c, price cost 
margin) and the accounting rate of pro¬ 
fit. Clearly if the price cost margins and 
the accounting rate of profit are high and 
stable for a group then one can expect 
some monopoly power to be present. A 
major problem that arises when profit 
rates are used to indicate performance is 
one of measurement. As assets of a firm 
are recorded at their historical cost, in the 
presence of inflation all long-lived assets 
will be undervalued. If the industry is 
growing rapidly this may not be a serious 
problem. Weiss (1989) argues that given 
the measurement problems that arise in 
the case of profit rates, prices also need 
to be analysed as an alternative measure 
of performance. Firms may aim at achiev¬ 
ing high prices but competitive forces or 
government legulation may prevent high 
prices from actually materialising. We use 
the movements in the real price of cement 
to see whether the consumers of cement 
have benefited due to deregulation. 

IV 

Data and Definitions 

We work with a sample of 3.1 firms in 
the cement industry. Most of these firms 
produce only cement or proceeds from ce¬ 
ment account for. over 80 per cent of theii 


revenues. This implies that we have left 
out all the diversified firms. We consider 
the period 1971-72 to 1990-91. The data 
on profit rates was collected from various 
issues of The Slock Exchange Official 
Directory of the Bombay Stock Exchange: 
The names of these firms and the strategic 
groups we allocate them to are given in 
Tables 7, 8 and 9. 

We define the price cost margin (Ijerner 
Index of Monopoly Power) as follows: 

Total Revenue - (Stocks Consumed 4 
Wages and Salaries 4 Direct Manufactur¬ 
ing Expenses -t- General Expenses) divid¬ 
ed by total sales. 

We define the accounting rate of profit 
(ARP) as follows: 

Total Revenue-(Stocks Consumed t 
Wages and Salaries 4 Direct Manufactur- 


vE*n 

ing Expenses 4 General Expenses) divid¬ 
ed by total a.ssets. 

We use t)ic before interest and deprecia¬ 
tion definition of profits so as to make the 
proiit rates comparable across firms hav¬ 
ing different leverages and different vin¬ 
tages of plants. As mentioned earlier the 
accounting rate of profit is likely to have 
some measurement problems. 

The data on price indices of cement and 
the other price indices was collected from 
the RBI Report on Currency and Finance 
of the relevant years. The following pro¬ 
cedure was used to calculate the annual 
change in the real price of arment. For any 
year the percentage change in the real 
price of cement was taken to be the dif¬ 
ference between the percentage change 
(over the previous year) in the Wholesale 
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Price Index (WPI) for cement and the 
percentage change in the WPI for all 
manufactures. 

V 

Analyaie of Price and Profit 
Behaviour 

Figure I displays the behaviour of the 
real price of cement over the period 
I970-7I to 1988-89, based on price indices 
of cement and all manufactures with 
1970-71 as the base year. This series of 
price indices terminates in 1988-89. Dur¬ 
ing the years 1970-71 to 1981-82, when the 
ernire production of cement was under 
some form of price and distribution con¬ 
trol, the Figure shows a fluctuating pat¬ 
tern of year-to-year decreases and in¬ 
creases in real cement prices. In 1981-82, 
the last year before the partial decontrol 
was implemented, the real price increas¬ 
ed by about II per cent over the previous 
year as a result of higher retention prices 
set by the government in 1981. This 
upward movement was exacerbated in 
1982-83, the first year in which the partial 
decontrol policy was in effect, when the 
real price of cement increased by about 
35 per cent over the previous year. This 
rate of increase was not sustained, 
however; in the very next year, the rate of 
increase fell to 7 per cent, and from 
1985-86 onwards, the real price of cement 
fell for four consecutive years. The ab¬ 
solute value of the price index for cement 
was 493.4 in 1985-86; it stood at 482.8 in 

1988- 89, indicating a net decline in the 
nominal price of cement as well over the 
period. 

Figure 2 displays the pattern of annual 
real price changes, but is based on a newer 
set of price indices, with base year 1981-82. 
This series provides information for Iwo 
extra years, 1989-90 and 1990-91. The 
basic pattern of price changes, in the years 
for which there is an overlap, is similar to' 
the picture in Figure I, although the 
magnitudes differ due to weightage dif¬ 
ferences between the two series. The 
declining trend in prices continued into 

1989- 90, although.the decline was relative¬ 
ly small (0.33 per cent). In 1990-91, 
however, the real price of cement rose by 
almost 9 per cent over the previous year. 
The absolute value of the cement price in¬ 
dex fell from 158.5 in 1984-85 to 133.2 
in i988-89, rose slightly to 147.8 in 

1989- 90 and then rose sharply to 173.1 in 

1990- 91.* 

Let us now look at how the profit rates 
of firms in the cement industry have mov¬ 
ed over the years. We use the average price 
cost margin and accounting rate of pro¬ 
fit of the ICICI portfolio of over 400 com¬ 
panies to arrive at an economy-wide 
average price cost margin and average 


Q AVG. GP/TA ICICI 

accounting rate of piofit. In Figures 3 and 
4 we compare the average price cost 
margins and accounting rate of profit of 
the Big Old Firms with the economy-wide 
averages betvreen 1971-72 and 1990-91. 

From Figure 3 it is clear that the price 
cost margins earned by the Big Old Firms 
we- ' rarely above the economy-wide 
average before 1982. Even after 1982 the 
price cost margins of the Big Old Firms 
were higher than the economy-wide 
average only in three years. In fact the 
margins of these firms fell substantially 
after 1983-84. In 1990-91 the margins rose 
above the economy-wide average; The 
highest margin recorded was about 17 per 
cent in the years 1971-72, 1982-83, and 
1990-91. The lowest margin earned was 


YEARS 

-F GP/TA BIG OLD FIRMS 

about 3 per cent in the year 1989-90. The 
Big Old Firms thus seem to have record¬ 
ed a tremendous jump in margins both 
after the partial and complete decontrol. 
The jump after the partial decontrol was 
rather short-lived. 

The average accounting rate of protit 
of the Big Old Firms is substantially below 
the economy-wide average for most of the 
years both before and after the panial 
decontrol of m2. In 1990-91 the accoun¬ 
ting rate of piofit rose rixwe the economy¬ 
wide average. The highest ARP recorded 
was about 17 per cent in the years 1982-83 
and 1990-91, i e; immediately after the 
partial and total decontrol. The lowest 
ARP recorded was about 4 per cent in 
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Figure S: Cross Profit/Sales Comparisons 
Big New Firms, Big Old Firms and Minis 


l9n-89. In this cue too the riles in ARP 
were short-lived. 

In Figures S and 6 we compare the 
sweiage price cost iiuugiiis and accounting 
rates of profit respectively of the Big Old 
Firms, the Big New Finru and the Mini 
Cement Rants and the economy-wide 
arenges between 1966-87 and 1990-91. Mk 
choose 1986-87 as the Hrst year because 
after the 1982 decontrol it took about four 
to five years for ail the new firms in our 
sample to start commercial production. 

Figure S clearly shows that the Big New 
Firms earned a price cost margin that wu 
above the economy-wide average and it 
wu larger than the price cost margins 
earned by the other two groups. In 
1989-90 the margins earned by the Big Old 
Firms and the Minis were at their lowest 
(i e; about 3 per cent and 0.3 per cent 
respectively). After the complete decon¬ 
trol in December 1989 the margins earned 
by ail the groups rose substantially. The 
Minis and Big Old Firms earned a margin 
of about 17 per cent while that earned by 
the Big New Firms wu about 20 per cent 
in 1990-91. In fact in 1990-91 ail the 
groups earned an average price cost 
margin which wu above the economy¬ 
wide average. 

Prom Figure 6 it is clear that ail of the 
three groups earned average accounting 
rates of profits that were below the 
economy-wide average except in 1990-91. 
The Mini Cement Plants had an average 
accounting rate of pront which wu below 
the economy-wide average for all the 
years. The differeiux between the Big New 
Firms and the other two groups wu the 
largut in 1989-90. In 1990-91 the dif- 
iference between the ARPs of the Big Old 
and Big New Firms wu very stiuill and the 
Minis earned a substantially lower ARP 
compared to them, lira upects of the pat¬ 
terns of margins and ARPs of the Big 
Gold Rrms are of interest: (a) During the 
decade prior to partial decontrol, the 
margins of these firms were usudiy below 
and sometimes equal to the economy-wide 
average margin. The ARPs were always 
substantially below the economy-wide 
average, (b) Immediately after partial 
decontrol, both margins and ARPs of the 
Big Old Firms rose sharply, to a level 
above the economy-wide average, but this 
achievement did not persist. Margins and 
ARPs fluctuated for a couple of years, 
before numifuting a downward trend that 
lasted Five years. In the Final year of our 
period of analysis, 1990-91, margins and 
ARPs rose sharply again, to a level slightly 
above the economy-wide averages for both 
indicators. Overall, price decontrol docs 
not appear to have made much difference 
to the proFit performance of these Firms. 

Bas^ on the relative proFit perfor¬ 
mance before and after derantrol, it ap- 
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pears that the market hu been doing after the industry. Added to this is the fact that 

decontrol essentially what the control much of the new capacity wu, generally 

mechanism wu doing before it; i e, to im- speaking, technologically superior to the 

pose a kind of ceiling on the pioFits incumbents' technology. As long as in- 

earned by cement producers. However, the cumbent firms faced significant exit bar- 

control mechanism achieved this objective riers. they had little choice but to continue 

in a situation of cement shortages, in- operating their now comparatively inef- 

dicated by the existence of imports and ficient plants, which put them at a dis- 

distribution controls, while the market advantage relative to the new mtranis into 

mechanism achieved it without requiring the industry. 

any imports or rationing of cement On comparing the real price movements 
amongst consumers. and the price cost margins between 

Clearly, the magnitude of entry into the 1986-87 and 1990-91 the following .stylised 

cement industry after decontrol was in facts emerge: 

large part responsible for the pattern of (a) The real price movements do not seem 

both price movements and incumbent to have affected the margins earned by the 

Ftrms* pioFit behaviour that we observe in Big New Firms substantially. It is in- 
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temting to note that even when the real 
prices of cement fell the margins earned 
by this group were above the economy- 
wide average and also above the margins 
earned by the other two groups. 

(b) The margins of the Big Old Firms and 
the Minis have been below the economy¬ 
wide average for ail the years when the real 
prices fell. 

(c) In 1988-89 and 1989-90, i c; the last two 
years of a five-year period of successive 
real price declines the difference between 
the margins of the Big New Firms and Big 
Old Firms was about 12 percentage points. 
In 1989-90 the difference in the margins 
of the Big New Firms and Minis was 
about 3 percentage points. 

A similar comparison between the real 
price movements and ARPs yield the 
following stylised facts: 

(d) In the years when the real price of 
cement declined all the three groups 
earned an ARP, which was below the 
economy-wide average, although the 
ARPs earned by Big New Firms were 
uniformly higher than the other two 
groups. 

(e) In 1990-91 when the real price of 
cement rose the ARPs of all three groups 
rose The ARPs of the Big New Firms and 
Big Old Firms were almost equal and 
slightly above the economy-wide average, 
whereas the ARP eariied by the Minis was 
7 percentage points below the other two 
groups and about 3 percentage points 
below the economy-wide average. 

In Section III we had noted that the Big 
New Firms are likely to possess an ab¬ 
solute cost advantage over the other two 
groups due to their superior technology. 
Moreover they had to sell a lower propor¬ 
tion of their output at the levy price. This 
is borne out by the pattern of both the 
margins and the ARPs across the three 
groups. It appears that the effect of real 
price declines on the profitability is 
substantially greater on the Big Old Firms 
and the Minis, than on the Big New Firms 
implying again the presence of an absolute 
cost advantage. This advantage seems to 
have persisted over this five-year period. 
Thus over these five years neither the 
Minis nor the Big Old Firms seem to have 
been able to duplicate the strategies 
followed by the Big New Firms. Clearly 
the advantages arising due to a superior 
technology and larger scale of production 
seem to outweigh the inherent advantages 
that Big Old Firms might have had. The 
Minis do not seem to possess any advan¬ 
tages ol flexibility and emerge as the 
weakest segment of the industry. 

In Section Ml we had mentioned that 
the profit rates are expected to differ bet¬ 
ween groups if the mobility barriers pro¬ 
tecting each group are different. We at¬ 
tempt a non-parametric test for the dif¬ 


ference in means of the price cost margins 
and ARPs across the three groups. We use 
a non-parametric test because there exists 
no compelling reason to believe that pro¬ 
fit rates would be normally distributed in 
the cement industry. We employ the well 
known Kruskal-Wallis Test [see Newbold 
1988]. The null hypothesis to be tested is 
that mean profit rates in the three groups 
are the same. The test is based on the 
statistic 

W = — - 3(11+1) 

n(n + l) 

where R, is the sum of the ranks in the 
i"* sample, n is the total number of obser¬ 
vations in all the samples and n, is the 
number of observations in the i"* sample. 
The basis for the test follows from the fact 
that the random variable corresponding 
to W has under the null hypothesis a 
distribution that is well approximated to 
by the Chi-Square distribution with 
number of samples less one as the degrees 
of freedom. This test was performed for 
both the price cost margins and the ARPs 
across the three groups for the period bet¬ 
ween 1986-87 and 1990-91. The difference 
in the price cost margins across the three 
groups was significant for the years 
1987-88 and 1988-89. In both'these years 
the teal prices of cement h&d fallen. In the 
subsequent year the teal' prices fell 
marginally and in 1990-91 they rose and 
for both these years the difference in 
means is not statistically significant. The 
difference in the ARPs is across the three 
groups is statistically significant for the 
years 1988-89 and 19^91. Clearly the test 
has not yielded very sharp results. One 
pos.sible reason could be that the within 
group variation of profit rates was quite 
substantial especially in the Minis. 
Though most of the Minis had very poor 
profit performances some of them like 
Deccan Cements, Dhar Cements and 
Kakatia Cements had high profit rates 
which in some years were equivalent to the 
profit rates earned by some Big New 
Firms. Nevertheless there does exi.st «• dif¬ 
ference in the mean price cost margins 
across the groups in the years when the 
real price of cement fell. 

VI 

(Ainriusiunx 

In this section we draw conclusions 
based on our analysis of the cement in¬ 
dustry and explore the implications of 
these industry-specific conclusions for the 
industrial sector in general. 

(I) The performance of the cement 
industry after partial decontrol in 1982 is 
characterised by outcomes that are 
generally competitive, and by implication, 
welfare-enhancing. The structure of the 


industry changed significantly after 
partial decontrol, with large magnitudes 
of relatively technologically superior 
capacity being created by many new en¬ 
trants into the industry. Associated with 
this entry was the tendency of real prices 
to decline and the unsustainability of pro¬ 
fitability of firms in the industry up to 
levels even as high as the economy-wide 
average rates. The behaviour of these two 
performance indicators underpins our 
view that decontrol, if anything, served to 
increase the degree of competitiveness in 
the cement industry. 

We do notice a significant real price 
increase and an associated increase in pro¬ 
fitability in 1990-91, the last year of our 
period of analysis. This development, in 
fact, led to an MRTPC action against the 
cement industry on grounds of price¬ 
fixing. but the MRTPC was unable to 
validate its allegations against the in- 
du.stry. From our perspective, the question 
of sustainability of these movements in 
prices and profits should be examined in 
the context of potential entry into the 
industry. The capacity installation bet¬ 
ween now and I99S-96 is estimated at 10.4 
million tonnes, which is roughly 13 per 
cent of existing capacity. The average 
capacity of the new plants being built is 
about l.l million tonnes per year [ICICI 
1992). If the industry behaves as it did 
during the 80s, the magnitude of entry 
should effectively neutralise the upward 
tendency in profits and prices. 

(2) In terms of the relative performance 
of different types of firms within the 
cement industry, the big new firms, as a. 
group, appear to have outperformed the 
other two groups that we considered, the 
Big Old Firms and the Minis. This dispari¬ 
ty in performance has a number of possi¬ 
ble explanations. The most important one, 
perhaps, is the technological superiority 
of the plants run by the later entrants into 
the industry They score over the plants 
of the Big Old Firms by virtue of their 
process advantage, and over the Minis by 
virtue of their scale advantage. Another 
reason is that plants commencing com¬ 
mercial prcxluction after January I, 1982 
were required to sell a smaller proportion 
of their output at the levy price. Although 
this positive discrimination was to last 
only for the first three years of operation, 
it may explain the superior profit perfor¬ 
mance of the Big New Firms as a group 
over the nine-year period after partial 
decontrol that we have analysed. 

An important aspect ol the tech¬ 
nological advantage that the Big New 
Firms had over the Big Old Firms was that 
the latter were prevented from retiring 
their older and more inefficient plants by 
exit restrictions. Their strategy in response 
to decontrol, therefore, was to emphasise 
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upgndation and modernisation of their 
existing plants, which did not allow them 
to benefit from technolt^ical advance¬ 
ment to the same extent that the Big New 
Firms did. In other words, exit barriers 
faced by the big Old Firms may have been 
responsible for their disadvantaged posi¬ 
tion relative to the Big New Firms. The 
Minis, as a group, were the worst per¬ 
formers in the industry, a fact that can be 
attributed to their inaWlity to ocploit scale 
economies inherent to the technology, 
although there are individual Minis which 
have done very well by industry pro¬ 
fitability standards. On the basis of their 
performance as a group, the continued en¬ 
couragement of mini cement plants ap¬ 
pears to have very little commercial 
justirication. 

The more general impliration of the 
competitive outcome in the cement in¬ 
dustry is the importance of the ease of 
entry as a contributor to such an outcome: 
In its recent liberalisation efforts, the 
government has removed, or lowered, 
several entry restrictions across-the-board 
in the industrial sector. However, many 
policy-induced restrictions persist, as well 
as barriers related to the inherent 
characteristics of the industry. Assuming 
that the objective of liberalisation is to 
bring about competitive outcomes, the 
policy reform is more likely to be suc¬ 
cessful in industries which are characteris¬ 
ed by low entry barriers. An important 
element in the policy research agenda 
should be the categorisation of industries 
on the ba.sis of the height of entry barriers 
protecting incumbent firms. 

In industries which have spent long 
periods in a regulatory regime that deter¬ 
red investment activity, it is quite likely 
that many of the incumbent firms are 
technologically backward. If, when the 
regulatory constraints are lifted, these 
firms are not provided an opportunity to 
compete on the same technological basis 
as new firms entering the industry, they 
are immediately at a disadvantage, for no 
fault of their own. In the process of 
liberalising the economy, the government 
has to be conscious of the fact that the 
new economic rules create a level playing 
field, rather than discriminating against 
those firms that are where they are simp¬ 
ly because they responded to government 
policy inducements in the past. 
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1 The information on which the preceding 
write-up is based is contained in various 
volumes of ACC’s Dalia on Cement 
Industry. 

2 There is some discrepancy between this total 
and the total capacity indicated in the 
previous tabic This total was obtained by 
pooling information from a variety of 
sources, whereas the previous totai was ob¬ 
tained from a single source. Since the dif¬ 
ference between the two is small, we did not 
attempt to reconcile it. 

3 During the period under considention, ACC 
divested itself of seven cement plants; four 
were sold to HMP, one to Makm Develop¬ 
ment Corporation and one each to individuai 
entrepreneurs. This capacity is still official¬ 
ly opeiatkmal. Since it was all installed before 
1982, it does not figure in our calculation of 
incremental capacity. 

India Cements acquired a I million TPA 
plant from Coromandel fertilisers in 1989. 
We have treated this plant as being created 
by firms diversifying into cement, since Cor¬ 
omandel Fertilisers belongs to that category. 

4 These numbers a.e taken from RBI's Report 
on Currency and Finance for the relevant 
years. 
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Technology-Intensive Industrialisation 

in LDCs 

Experience of Indian Industries 

Dipankor Coondoo 
Chiranjib Neogi 
Buddhadeb Ghoah 

The growth and composition of industries have been fast changing in the LDCs mainly through foreign col¬ 
laborations during the last few decades. But does this tendency of technology import generate efficient utilisation 
of inputs when the process is becoming more capita! deepening as reflected in rising capita! coefficients? This 
study aims at revealing some interesting phenomena regarding the performance of Indian manufacturing industries 
over the period 1974-75 to 1985-86. First, the growth of output in individual industries and their corresponding 
changes in capita! coefficients have been studied. Second, a decomposition analysis has been done to find out 
the factors responsible for the rise in capital-output ratio Finally, the question of efficiency is examined from 
the relationship between capital-labour ratios and labour productivities by a comparative static analysis over dif¬ 
ferent time spans. The study shows that while output grows at a very moderate rate, capital coefficients, on the 
other hand, rise at remarkably high rates. But this increasing capital coefficients fail to produce higher labour 
productivities across industries. Hence inefficiency of input used is the order of Indian industries during the period 
under review. 


Intkoduction 

THE question of industrialisation and ex¬ 
pansion of the modern sector as a means 
of rapid economic growth has become a 
permanent feature of the less developed 
countries (LDCs). This has led to the 
evolution, over the last three decades of 
a chronic obsession for the present day 
LDCs: assistance from abroad to bridge 
the savings or foreign exchange gap 
whichever is dominant, and most impor¬ 
tantly. transfer of advanced technology. 
It was believed that the exogenous intro¬ 
duction of foreign technology without any 
consideration for local adaptation would 
easily bent the problem of industrial 
backwardness in the LDCs. Economists 
with such preoccupation oversimplined 
technologic^ change as being neutiaJ with 
respect to country, commcxlity and fac¬ 
tor use. Some of the pioneering works in 
this area are Singer (1954), Eckaus (1933), 
Kaldor (1957). Arrow (1962), Sen (1975) 
and Stewart (1977). The governments in 
most of these economies hardly paid any 
heed to the fact that technological pro¬ 
gress does not occur by accident, rather 
through conscious and deliberate division 
of resources towards such activities which 
generate progress in the pursuit of 
knowledge and information about science 
and technology as they are applied in 
industry. 

The result is simple to understand: the 
R and D culture is sadly lacking in the 
LDCs. On the other hand, the continuous 
search for new and better methods of pro¬ 
duction leading to increasing investment 
in R and D is an integral part of the pro¬ 


cess of capital accumulation, and a 
permanent feature of the advanced 
economies’ institutional framework. The 
tendency towards indiscriminate imports 
of technology which is basically capital- 
intensive has become the order in the 
developing world (Fei and Ranis 1964]. 
'bivo main reasons generally stand for this 
phenomenon. First, being late-comers as 
they use, to catch up with the industrialis¬ 
ed world as fast as possible Second, the 
very short-term rationality of the pro¬ 
ducers has undermined the role of 
R and D in long run. given the limitation 
of domestic saving capacity. The former- 
leads to the displacement of human 
labour try western technology which by its 
very definition is historically originated in 
and for a capital abundant and labour 
scarce economy [Rosenberg 1976]. The 
latter distorts the path of industrial evolu¬ 
tion on domestic lines given huge surplus 
manpower as in India [Sen 1975]. 

Any policy of technological upgrada- 
tion of industry in poor countries must 
not be made independent of the socio¬ 
economic evolution of the country on 
technological lines [Sen 1975; United 
Nations 1984]. Invention of new techni¬ 
ques with relatively high capital intensities 
occurs in countries which are historically 
suffering from scaaity of labour such as the 
US and the UK [Rusmberg 1976; Rosegger 
1980]. Thus an indiscriminately selected 
foreigii technology package which does 
not originate from the inner urges in the 
land of its installation may work at the 
cost of efficiency of Che inputs used. 

As these economics are characterised by 
acute scarcity of capital, they cannot af¬ 


ford to waste the scarce factor just in the 
name of advanced technology. Very often 
than not high output growth may not 
necessarily mean elTicicnt utilisation of 
resources. While White (1978) tried to 
relate low labour productivity with 
(1) pure inefficiency arid (2) efficient com¬ 
bination of labour with low level of 
capital, we try to characterise a coro- 
parabje feature in Indian manufacturing 
industries where fast rising capital co¬ 
efficients are accompanied with non¬ 
falling labour productivities. Our analysis 
shows that the case of non-falling labour 
productivities with fast rising capital- 
labour ratios is simply the result of an in¬ 
efficient production process in an ag¬ 
gregate sense. 

This paper is concerned with the per¬ 
formance of Indian industries in terms of 
output (teal) growth and a measurement 
of efficiency (which we shall define later) 
in relation to capital coefficients. Or, in 
other words, we try to study the impact 
of the so-called technological advance¬ 
ment as reflected in rising capital inten¬ 
sities on the productivity of labour in 
Indian industries. Within the framework 
of the present study, the results are 
significantly conclusive That is. in a 
macro sense inefficient use of resources 
is the order of Indian manufacturing 
industry in recent years. 

The paper is organised in the follow¬ 
ing manner. Section I deals with the data, 
and concept and measurement of efficien¬ 
cy. Section II briefly outlines the pattern 
of changes in industrial output and input 
coefficients (K/O and K/L) along with a 
decomposition analysis which identifies 
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the factors responsible for changes in 
K/O. Section III concentrates on the ef¬ 
ficiency of inputs used in Indian manufac¬ 
turing industries, a comparative static 
analysis over different time spans. In 
Section IV, concluding remarks and broad 
implications are briefed. 

I 

The llala 

We have chosen the period of our 
analysis to be between 1974-75 and 
1983-86, for which annual data are 
available without any gap. A more impor¬ 
tant reason for choosing this period is thgt 
Indian industries were never before so 
vigorously opened up to international 
perspective as they did in this period.' 
And as a corollary to this, Indian in¬ 
dustries for the first time embarked upon 
the path of modernisation leading to 
explicit preference of capital-intensive 
techniques to those domestically available. 
Although information'about technology 
in general and import of foreign tech¬ 
nology in particular is too scanty for a 
comprehensive empirical verification, the 
recent surveys by the Reserve Bank of 
India (1974 and 1985)^ on foreign col¬ 
laboration reveal that advanced capital- 
intensive technology through foreign col¬ 
laboration has intruded into Indian in¬ 
dustries in very many ways. Technological 
issues like import of foreign know-how 
and/or tediniques are basically embodied 
in our analysis and not directly dealt with. 
In effect, advanced capital-intensive 
techniques are proxied by increasing 
capital-labour ratios in manufacturing 
industries. 

A major source of our data is Annual 
Survey of Industries (Factory Sector), 
Government of India, which includes 
firms of all types as defined by ASl.^ 
The figures are converted into real terms 
with appropriate deflators. Three types of 
deflators have been used for this purpose: 
(i) capital formation deflators, from 
various issues of National Account 
Statistics, (ii) consumer price indices for 
industrial vrorkers from various issues of 
Indian Labour Journal, and (iii) com¬ 
modity groupwisc indiixs of wholesale 
price (New ^ries) also from the Indian 
Labour Journal* 

Classification of Industries 

Insofar as industrial classification is 
concerned, we have used International 
Standard Industrial Classification up to 
three digit level for which data are 
available. The entire manufacturing 
industries are divided into 43 used-based 
industrial groups of which consumer 
goods sector (C) comprises 30 industries, 
capital goods sector (K) 8 industries and 
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intermediate goods sector (I) S in¬ 
dustries.’ (See Appendix for names and 
classification of industries.) 

Notwithstanding the serious problems 
associated with the measurement of 
capital and labour, in this study the latter 
is measured in terms of number of 
employees engaged in each industry. In 
measuring the stock of capiul we have 
used the perpetual inventory accumula¬ 
tion method mainly following Ahiuwalia 
(1987).* Capital-labour ratio (K/L) is 
defined as the amount of gross fixed 
capital stock per unit of physical labour 
at a point of time Capiul-output ratio 
(K/O) is defined as the amount of fixed 
capital required to produce one unit of 
output (in value term). Finally, labour 
productivity (LPT) is defined as the 
ratio of value added and physical labour 
(i e Y/L). 

Concept and Measurement of 
Efficiency 

Contrao' to general belief,^ there are 
situations when relaiively less restrictive 
approach to the problem of efficiency 
where firm level data are not available 
would be dealt directly with input-output 
coefficients. And thereby seek to explain 
in which direction the aggregate industrial 
process is changing over time. Such ap¬ 
proach has been usefully applied by 
Heathfield (1979) and Ishikawa (1981). It 
is in this context that the issue of efficien¬ 
cy can be visualised through varying pro¬ 
ductivity in relation to input coefficient 
in a comparative static framework. A very 
natural consequence of adopting advanc¬ 
ed technology is to raise the K/L ratio 
(and also K/O) over time. But if the 
system does not allow for the efficient use 
of capital, the scarce factor, or in other 
words, if this capital deepening process is 
accompanied with growing inefficieiKy, 
enough capital will not be released 
through accumulation. This will force a 
retreat from the existing technology fron¬ 
tier to somewhere lower than that depen¬ 
ding on the breadth of inefficiency 
(Ishikawa 1981]. 


A technique is said to be efficient when 
there is an upward shift of the productivity 
curve due to the adoption of new tech¬ 
nology. Figure 1(a) graphically repre.sents 
the concept of technological adoption and 
efficiency in the LDCs in a comparative 
static framework. The curve LL is the 
locus of the labour productivities at dif¬ 
ferent levels of K/L before adopting new 
technology at lime t^. After adoption, 
the curve shifts to OD in the north-eastern 
direction at time i, with corresponding 
higher levels of Y/L. Let A be the posi¬ 
tion of an industry on the old curve LL 
that shifts to C on DD after adoption. 
This movement from A to C can be divid¬ 
ed into two parts. The first is from A to 
B which means that with a more capital 
deepening process productivity increases 
to B. But after the adoption of new 
technology, using the same input coeffi¬ 
cient, pr^uctivity rises to point C. 
Naturally, the segment CB represents the 
gain in productivity due to efficient use 
of inputs with the help of advanced 
technology. 

Now, on the other hand, any downward 
shift of the productivity locus is the con¬ 
sequence of inefficient use of inputs. The 
movement from A* to C in Figure 1(b) is 
composed of two parts: A’ to B* and B' 
to C. Here; as a reverse case of Figure 1(a), 
the drop in productivity from B* to C is 
due to inefficient use of inputs even when 
productivity of labour rises by P’C. Thus, 
rising productivity does not necessarily 
mean efficient use of inputs. 

II 

Growth of Output and Chanjges 
in Input Coefficienta 

There is hardly any disagreement 
among economists as to the deceleration 
hypothesis of Indian industry having 
started in mid-tiOs. This phenomenon has 
been examined in detail by Bagchi (1970), 
Raj (1976), Varshney (IW4), Ahiuwalia* 
(1987) and many others. But coming to the 
8Qs. it is observed that although decelera¬ 
tion has been continuing in very few in- 
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dustrics, most of the industries achieved 
respectable growth of output. Now, the 
variation in growth rates across industries 
should be explicitly addressed to judge the 
output performance of Indian industries 
in recent years. 

Ihble 1 presents the compound growth 
industries over the period from 1974-73 


to 1985-86. It turns out that the l-goods 
sector registered the maximum growth rate 
of 9.10 per cent per annum followed by 
K-goods sector, 7.IS per cent. The C- 
goods sector achieved the lowest growth 
rate of S.66 per cent, naturally lower than 
ail-industry average of 6.90 per cent. But 
some of the industries in C-goods sector 


registered high growth rates compared to 
other industries.* ^ 

However, at the disaggregated level the 
fits are reasonably good for most of the 
industries. The broad features of output 
growth in individual industries are sum¬ 
marised below. Firstly, output growth in 
real term has been moderately satisfactory 
in Indian industry: most of the industries 
achieved growth rates far above S per cent 
per annum. Secondly, very high growth 
rates while being statistically significant 
(judging, the values of R" and DW) are 
fpund mainly among industries from the 
C-goods and l-goods sector. Among these. 
Rubber, Plastic, Petroleum and Coal pro¬ 
ducts (No 3 in l-goods sector) and the 
luxary and durable items (No 22 and 23 
in C-goods sector) arc noteworthy.* 

In addition to this, the changes in share 
of value of output of different industries 
in their respective sectors dictate that 
economically crucial industries like Food 
product and Cotton textiles (C-goods) 
have been losing relative importance over 
the period of study. Moreover, techno¬ 
logically important industries like Basic 
Metal and Alloys. Machinery. Machine 
Tools and Puns. Dansport Equipment (K- 
goods), and Non-Metallic Mineral pro- 
duas (I-goods) have exemplified the case 
of decreasing shares in value of output.'** 

However, analysis of output growth 
without any focus on the corresponding 
input ratios will not enable us to under¬ 
stand the problem of efficiency of factor 
used in any industry. Capital being the 
most scarce factor in a less developed 
economy, the role of capital growth (both, 
permit of output and iabour) in output 
growth cannot be ignored. Any steady rise 
in K/O ratios in Indian manufacturing 
sector without accomplished growth in 
output can be primarily taken to be a 
symptom of ineffldeni use of factors. But 
question may be raised as to whether the 
increasing K/O in the manufacturing sec¬ 
tor is due to the rise in the share of 
K-intensive industries or rise in K/O ratio 
itself uniformly among individual in¬ 
dustries. The following decomposition 
analysis is attempted to check the above 
phenomenon. 

The K/O ratios in all manufacturing 
industry. R, can be derived by weighted 
average of the K/O ratios in 43 industries. 
Here, the shares of the individual in¬ 
dustries in the value added of all manufac¬ 
turing are treated as the weights. Let K, 
and O, be the capital stock and the value 
added in the i-th industry respectively; R 
and V, be the K/O ratio and the share of 
the i-ih industry in the total value added 
respectively. Hence, 

(IK.i. (K,), (K,), (K„), 

iio,),;. ao^:; aox;, 


Tam e 1 ; Compound Growth Rates op Output. Capitai. Labour andCapital Output Ratios. 

1974-75 TO 1985-86 


SI No of Industry 

Output 


Capital Labour Ratio 

Capital Output Ratio 

as in Appendix 

Growth 

R^ 

Growth 

R2 

Growth 



Rate 

Rate 

Rate 



(Per Cent) 


(Per Cent) 


(l^r Cent) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

CGI 

5.66 

0.90 





I 

5.23 

0..56 

14.09 

0.97 

6.30 

0.52 

2 

5.29 

0.74 

8.12 

0.71 

8.66 

0.60 

3 

2.64 

0.77 

15.37 

0.99 

11.87 

0.94 

4 

9.3 V 

0.97 

13.78 

0.99 

10.06 

0.97 

5* 


— 

11.67 

0.97 

13.39 

0.88 

6 

8.22 

0.88 

13.01 

0.97 

7.49 

0.83 

7* 

— 

— 

14.67 

0.92 

13.54 

0.91 

8 

9.20 

0.89 

11.91 

0.88 

5.71 

0.56 

9 

5.05 

0.87 

11.37 

0.98 

7.57 

0.91 

lOM 

11.86 

0.38 

— 


— 

— 

ll” 

4.90 

0.40 

15.58 

0.94 

11.89 

0.82 

12 

11.10 

0.82 

16.82 

0.54 

13.63 

0.44 

13 

3.14 

0.78 

16.12 

0.98 

12.60 

0.98 

14 

5.52 

0.66 

13.77 

0.93 

12.56 

0.77 

15 

5.65 

0.84 

12.60 

0.94 

9.09 

0.54 

16* 


— 

11.73 

0.71 

10.40 

0.66 

17 

8.7| 

0.99 

10.16 

0.99 

6.45 

0.91 

18 

6.65 

0.77 

8.44 

0.96 

11.64 

0.89 

19 

3.98 

0.87 

8.66 

0.91 

9.77 

0.61 

20' 

8.06 

0.94 

9.27 

0.91 

2.10 

0.27 

21' 

9.68 

0.88 

8.79 

o.% 

1.74 

0.28 

22 

11.33 

0.85 

13.24 

0.% 

6.99 

0.60 

23 

13.68 

0.83 

12.78 

0.91 

7.03 

0.59 

24 

6.81 

0.78 

9.86 

0.% 

8.47 

0.78 

25 

13.43 

0.91 

14.29 

093 

8.15 

0.82 

26 

23.74 

0.75 

25.61 

0.86 

11.95 

0.50 

27 

9.22 

0.58 

16.25 

0.95 

11.63 

0.88 

28* 

— 


20.95 

0.82 

31.14 

0.74 

29' 

9.09 

0.84 

14.80 

0.95 

— 

-- 

30» 

— 


11.19 

0.76 

10.33 

0.67 

KGl 

7.5 

0.95 





1 

6.67 

0.89 

11.28 

0.93 

10.76 

0.81 

2 

4.07 

0.87 

12.55 

0.99 

9.63 

0.96 

3 

6.59 

0.98 

10.67 

0.99 

7.17 

0.93 

4 

8.35 

0.94 

8J7 

0.99 

3.12 

0.55 

5 

7.01 

0.94 

11.69 

0.87 

12.01 

0.84 

6' 

11.64 

0.88 

10.62 

0.95 


— 

7 

8.50 

0.92 

7.85 

0.96 

6.31 

0.79 

8* 

— 

— 

11.42 

0.81 

17.29 

0.70 

ICI 

9.10 

0.99 





l" 

1.60 

0.35 

13.65 

0.97 

12.46 

0.96 

2 

6.31 

0.85 

13JIS 

0.98 

16.71 

0.93 

3 

10.77 

0.97 

17.60 

0.60 

17.48 

0.84 

4 

9.09 

0.97 

10.41 

0.95 

5.79 

0.69 

5 

6.98 

0.96 

13.14 

0.99 

9.61 

0.94 

AMI 

6.92 

0.97 






Mrfes: (1) For a few industries where the values of R^ and D W statistics indicate a bad fit, the 
quadratic fit, on the other hand, produced better result in terms of R^ with signifi¬ 
cant nesative coefficient of the quadratic terms. 

(2) V indicates insignificant values of jt* (for output growth). 

(3) V indicates that output growth rate is significant at 5 per cent level. 

(4) V indicates insignificant values of r 2 for K/O only. 

(5) ‘d* indicates insignificant value of r 7 for both K/L and K/O. 

(6) V indicates that growth rate of K/O is signifkani ai 5 per cent level. 
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Figure 2(a) 


K/L LPT 



FIGURE 2(b) 

K/L LPT 
(Rs ’000) 
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Theicfon. AR = £R,AV, + SV.AR, + XARjAV, 

Thus, any change in R can be decom¬ 
posed into three parts: (i) IAR,V, which 
is due to change in K/O, share remaining 
constant; (ii) ZAV,R, which is due to 
changes in share of each industry. K/O re¬ 
maining constant; and (iii) EAR^AV —the 
interaction term. 

The result of the decomposition 
analysis is given in 1hble 2. It shows that 
the rising K/O is not due to the rise in the 
share of value added in industries with 
initial high K/O ratios. Rather, contribu¬ 
tion of changes in K/O ratio itself for all 
the industries is higher than the contribu¬ 
tion of changes in output share. For the 
manufacturing sector as a whole, relative 
contribution of the rise in K/O ratios of 
individual industries accounts for over II3 
per cent for this period, whereas the con¬ 
tribution of changes in value added is 
negative. Hence, it can be argued that the 
high rate of increase in K/O in Indian 
manufacturing industries is the outcome 
of rising K/O ratio itself across industries 
irrespective of their technological status. 
A few industries in the C-goods sector 
with relatively low capital intensity are the 
exceptions, where a higher contribution of 
changes in share has occurred. However, 
we can now conclude that the strategy of 
industrialisation follovred in recent past 
has undermined the role of capital goods 
sector which is required to build up a 
strong capital base for the economy as a 
whole. This is reflected in the constancy 
of the share of industries in K-goods and 
l-goods sector relative to those in C-goods 
sector. 

Thus far it is shown that moderate out¬ 
put growth has been accompanied by 
strictly augmented K/O ratio in almost all 
the industries. Let us now examine the 
change in K/L ratios across industries 
over the period under review. We have fit¬ 
ted compound growth rales to the values 
of K/L ratios and emerged with very high 
values of R^. As revealed from Ihble I, a 
number of interesting points may be noted 
here. First, K/L ratios have grown at rates 
higher than lO per cent per annum in 
almost all the industries. Second, output 
growth rates have been far below those of 
the corresponding K/L ratios. Third, only 
in four cases out Of 43 are output growth 
rates marginally higher than those of K/L 
ratios. These industries are: two from C- 
goods sector (Electrical Apparatus, Ap¬ 
paratus. Appliances, etc, and Motorcycle, 
Scooter and Ruts), and two from K-goods 


I974-75 76-77 78-79 


sector (Medical, Scientific Photographic, 
Optical and Minning Instruments, etc, 
and Electricity). 

Thi4 rise in K/L ratio is the result of 
a simultaneous increase in capiul itself 
and decline in size of employment 
uniformly in all these industries." On the 
other hand, productivity of labour which 
is found to play a dominant role in 
generating surplus'^ does not show any 
clear trend over time Thus the efficacy of 
capital deepening, insofar as it is reflected 
in stagnant productivity, is not being 


Year 

realised in Indian industries. This becomes 
much more explicit when we plot the 
values of LPT against K/L for cKh of the 
three sectors. Figure 2(a and b) clearly 
demonstrates that the gap between K/L 
and LPT has been unidirectionally rising 
over time; although with a slower pace for 
C-goods sector. Another intriguing obser¬ 
vation is thm the movements of LPlk have 
been absolutely stagnant in case of K- 
goods and l-goods sector. 

In so far as the individual industries are 
concerned, the observed pattern of in- 
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creasing divergence between K/L and LPT 
growth becomes much more significant 
and widespread for industries in K-goods 
and I-goods sectors than in Ogoods sec¬ 
tor. We have plotted a few industries from 
each of the three sectors to indicate this 
divergence (Figures 3, 4 and 5). One 
additional point may be noted here. Out 
of the four industries for which output 
growth rates were higher than those of 
K/L ratios, increasing capital per unit of 
labour produced faster productivity 
growth only in one industry, and that is 
in Medical, Scientific Instruments, etc 
However, the share of this industry in the 
total output of K-goods sector was only 
about 2 per cent in I98S-86. 

We thus reach the conclunon that in¬ 
creasing supply of capital equipment per 
unit of physical labour across Indian in¬ 
dustries has failed to achieve the desired 
goal in raising productivity of labour, lb' 
put it differently, increasing capital 
accumulation overhead has cither remain¬ 
ed unutilised, or input combinations have 
not been optimally selected to get rid off 
the traditional tn^ off between output 
generation and job creation. This can be 
taken to be an indication of growing in¬ 
efficiency in Indian industries. 

Ill 

Empirical Test of Inefficiency 

Economists’ concept of technology is 
essentially an ex-post economic 
characterisation where technological 
possibilities depend on variout economic 
and institutional factors. An appropriate 
technology in one country may not. 
therefore, be suitable to some other coun¬ 
try where the economic and institutional 
settings differ. Since the development of 
a scenario of possible technologies with 
various combinations of economic 
characteristics is pr^ically imposable, an 
appropriate technology developed with a 
view to using the factors efficiently may 
not produce the same result when applied 
to some other country [Ishikawa 1981]. In 
the LDCs, the usual practice is to import 
advanced technology from the developed 
nations but adaptation of this technology 
to local conditions requires continuous 
research involving huge costs. 

We ate now in a position to consolidate 
our Findings in terms of the relationship 
between the labour productivities and 
K/L ratios in Indian industries. A scatter 
diagram of the cross-section data on LPT 
against K/L for two different years, 
1974-7S and 1984-85, has been presented 
in figure 6.4s evident from this diagram, 
there seems to exist a homogeneity among 
labour productivities for the lower values 
of the K/L ratios, while for larger values, 
a wide variation of labour productivities 


is observed. Another interesting observa¬ 
tion is that the points in the scatter 
diagram have shifted towards south-east 
direction over time: This shift indicates 
that (i) the industries have became more 
capital using than before, and (ii) the pro¬ 
ductivities in general have fallen in the lat¬ 
ter year. The immediate conclusion which 
follows from this visual observation is that 
Indian industries are fast becoming more 
and mote capital using without any signi¬ 
ficant positive impact on productivities 
during the period under review. Hence, the 
hypothesis of inefFiciency as raised earlier 
is further supported by this scatter 
diagram. 


As defined in Section I, we have tried 
to unearth this phenomenon of inefficien¬ 
cy in terms of a shift of the fitted curve 
showing the relationship between LPT 
and K/L for three different years, 1974-75, 
1979-80, and 1984-85. Since we are not 
dealing with Firm level data, this analysis 
is basically a macro relationship between 
LPT and K/L. The productivity curve is 
ideally the locus of the maximum at¬ 
tainable productivities at corresponding 
input coefficients for a cross section study. 
But for a comparative static analysis one 
may consider this productivity curve as a 
fitted relationship between the labour pro¬ 
ductivities and K/L ratios using all in- 


TahiI:2; Dkomih)sition oi Chanoe in C'apiim-Oiiiimii KMK) 


SI No of 
Industry 

(1) 

Initial K/O 
Ratio 
(R) 

(2) 

Initial Share 
in Value 
Added (V,) 

(3) 

1974-75 to 1985 86 

Percentage C'ontrihuiion Due lu 
VxAR, R,xAV AVvAR, 

(4) (5) (6) 

ComuRwr Ooud* Indunlrit** 

1 1.30 

0.1647 

68.16 

16.69 

15.15 

2 

0.49 

0.0578 

98.36 

0.79 

0.85 

3 

0.75 

0.2899 

163.07 

-21.50 

41.57 

4 

0.91 

0.0806 

59.93 

16.57 

23.50 

5 

0.37 

0.0727 

574.86 

-90.57 

.384..30 

6 

0.44 

0.0257 

83.21 

6.11 

10.68 

7 

0.46 

0.0017 

296.29 

-39.43 

156.86 

8 

1.15 

0.0090 

58.61 

30.31 

11.07 

9 

1.08 

0.0142 

140.45 

- 19.68 

20.77 

10 

2.09 

0.0014 

24.82 

50.36 

24.82 

II 

053 

0.0005 

100.00 

0.(X) 

0.00 

12 

0.53 

0.0003 

70.18 

• 6.42 

23.39 

13 

0.80 

0.0116 

168.46 

- 19.08 

49 38 

14 

1.00 

0.0076 

61.31 

14.49 

24.20 

15 

0.86 

0.0286 

77.40 

8.52 

14.07 

16 

0.54 

0.0068 

781.39 

210 26 

471.13 

17 

0.46 

0.II3I 

88.57 

5.48 

5.95 

18 

0.51 

0.0292 

109.77 

3,76 

6.02 

19 

0.39 

0.0059 

II9..30 

7.17 

12.13 

20 

0.88 

0.0105 

89.30 

7..30 

3.40 

21 

1.47 

0.0123 

7.92 

87.89 

4.19 

22 

0.67 

0.0259 

37.06 

36.04 

26.90 

23 

1.27 

0.0060 

H.5I 

66 40 

25.10 

24 

0.61 

0.0094 

153.75 

19.40 

-34.35 

25 

0.72 

0.0041 

43.% 

18.51 

37.53 

26 

0.47 

0.0008 

25.76 

3561 

38.64 

27 . 

0.21 

0.0006 

100.00 

0.00 

0.00 

28 

0.29 

0.0017 

2906.12 

70 95 

2735.17 

29 

0.66 

0.0025 

15.30 

68.17 

16.53 

.30 

0.31 

0.0047 

356.19 

51 57 

204.62 

(iapilal Guada IniiualrM-o 

1 1.81 

0.2564 

1.33.IK 

8.25 

24.93 

2 

0.80 

C.0580 

I25..56 

9.98 

15 59 

3 

0.97 

0.1640 

73.91 

13.61 

12.48 

4 

0.94 

0.III6 

76 43 

13.85 

9.72 

5 

0.99 

0.1306 

95.94 

1.20 

2.86 

6 

1.12 

0.0079 

- 43.19 

267.28 

124.10 

7 

6.43 

0.2705 

109.12 

4.00 

5.12 

8 

3.45 

0.0011 

947,28 

158.35 

688.93 

Inli-rniediale GimmIa InduKlria-a 

1 0.87 0.0288 

352 01 

82.11 

- 169.89 

2 

1.47 

0.1370 

303.84 

38.61 

- 165.23 

3 

1.19 

0.1946 

49.23 

28.6.3 

22.14 

4 

2.38 

0.4629 

97.90 

1.21 

0.89 

!S 

1.53 

0.1768 

103.48 

1.56 

1.93 

.411-Manufanurinfi Indualrii-H 
1.71 

i.nooii 

11.3 79 

0 91 

-12.88 


Note'. Values of K/(> ratio arc in rupees. 
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figure 3(a) 


dusiries together. Due to the presence of 
hetcroscadasticiiy at higher values of K/L, 
we have opted for functional specifica¬ 
tions involving logarithms of the variable 
and to capture this intertemporal shift we 
have used a temporal dummy variable; 

D, - 1 for later years 
D. 0 for others. 

Two no-linear equations of the forms 
( |(i) log (I.PT) - 04/J,lo*(K/l.) + 
p, llogtK/l H- r P, D, 

(ii) log(l.PT) -of |J,loR |K/t.) 4 

P, llog<K/l.)l- f /},!>, + p^ log(K/l.)D, 

have been fitted for the pair of years, 
(i) 1974-75 and 1979-80, (li) 1974-75 ifnd 
1984-85, and (iii) 1979-80 and 1984-85. 

Ikble 3 presents the values of the co¬ 
efficients with the corresponding t-statistics 
and K for each fit. For the pair of years, 
1974-75 and 1979-80. the first type of 
equation gives a better fit in terms of R^. 
The coefficient of the dummy variable for 
this fit indicates that there is a downward 
shift of the fitted curve for the latter year 
(Figure 7) and the shift is statistically 
significant. For the pair of years, 1974-75 
and 1984-85, and 1979-80 and 1984-85. the 
second type of equation gives a better fit 
compared to the first type. The coeffi¬ 
cients for the intercept dummy again in¬ 
dicate that for both the pair of years, the 
shifts are negative and statistically signifi¬ 
cant. Incidentally, the estimated coeffi¬ 
cients of the slope dummy for these pair 
of years turn out to be positive and 
statistically significant. Thus, there is no 
ambiguity about the downward shifts of 
the productivity curves. 

The foregoing analysis suggests that 
Indian industries witnessed a significant 
technological metamorphosis in terms of 
use of inputs. But ironically, the high 
input coefficients in favour of capital, 
however, did not produce any remarkable 
inciea.se in productivity. We can therefore 
conclude that Indian industries are crippl¬ 
ed by growing inefficiency of the factors 
used despite a marginal improvement in 
labour productivities in a few industries. 

IV 

Summary and Implicationa 

The main characteristics of the develop¬ 
ment of Indian industries over the perir^ 
from 1974-75 to 1985-86 which have 
emerged from our study are summarised 
below. First, despite a moderate growth of 
output in some selected industries, the 
hypothesis of deceleration has been large¬ 
ly absent in Indian industries.Second, 
capital coefficients (K/L and K/O) have 
been rising at very high rates uniformly 
in all the industries irrespective of their 


K/L LPT 
(Rs '(XX)) 



1974-75 76-77 78-79 80-81 82-83 84-85 


Year 

FIGURE 3(b) 

K/L LPT 
(Rs ’000) 



1974-75 76-77 78-79 80-81 82-83 84-85 

Year 


technological status possibly because of K/L suggests that inefficient use of 
growing interest in capital-intensive tech- resources has become the order in Indian 
niques aided by government policy through industries. 

foreign collaboration. Third, the These findings have important implica- 
downwaid shift of the productivity curve tions for technology policy in industries 
along with rising gap between LPT and of the developing countries. The adoption 
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FIGURE 4(a) 

K/L LPT 
(Rs ’(XK)) 



FIGURE 4(b) 


K/L LPT 
(Rs ’000) 



1V74-75 76-77 78-79 80-81 82-83 84-85 


Year 


of new technology must be a policy ques¬ 
tion where the trade off between job crea¬ 
tion and output generation plays a vital 
rule. The diffusion of labour using tech¬ 
nology which is economically cfricient is 
the option to attain employment targets. 
On the other hand, capital using methods 
may also be economically efficient if the 
appropriate technology could be found 
out though R and D, and used for selec¬ 
tive industries (Haan 1988). But according 
to a recent study by the United Nations 

AI'IMMIIV Inihisihim C'i asmik aiion 


SI No Name of Industry 

<0 ( 2 ) 


All manufarluring iiiilualry lAMII 

I Consumer Goods Industries ICGI) 

(1) I'oud Products 

(2) Beverage, 1'ohdcco and Products 
(.1) (.'oiion textiles 

(4) Wool, Silk and Synthetic Fibre Textiles 
Jute. Hemp and Mesia Texlile.s 
(61 lexlile Producl.s 

(7) Woesden Fuiiiiiiiic and Fixtures 

(8) Printing and Pub of Newspaper 

(9) Printing and Publishing of Periodicals, 
Books. Journals, Atlases, etc 

(10) Printing of Bank Notes, Stamps, etc. 

(11) Engraving, Etching, elc 

(12) Bookbinding and Allied Activities 

(13) Printing PubI (not elsewhere classified) 

(14) Leather, Leather and Fur Products 

(15) lyres and Tubes 

(16) Fooiware (vulcan and moulded rubber) 

(17) Drugs and Medicine 

(18) Perfumes. Cosmetics, etc 

(19) Matches 

(20) Dry and Wet Butteries 

(21) Electrical Apparatus. Appliances, etc 

(22) Radio. TV, Tapeiccorder. Phone, etc 

(23) Motorcycle, Scooters and Parts 

(24) Bicycle, Rickshaw and Parts 

(25) Watches and Clucks 

(26) Jewellery and related Articles 

(27) Spons and Allilcltc Goods 

(28) Musical Instruments 

(29) Stationary Articles 

(30) Miscellaneous. 

II Ca/MUil Goods Industries (KG If 

(1) Basic Metal and Alloys 

(2) Metal Products and Ruts (except 3 and 3) 

(3) Machinery. Mach Tools and Parts 
(expt 4) 

(4) Electrical Machinery, Apparatus, 
Appliances. Supplies and Pans 

(3) Transport Equipment and Pgrts 

(6) Medical, Scientific, Photographic, 
Optical and Mining Instruments 

(7) ElMriciiy 

(8) Gas and Steam 

III Intermediate Goods Industries (IGI/ 

(1) Wood and Products 

(except Furniture and Fixtures) 

(2) Pulp, Paper container. Boaid, etc 

(3) Rubber, Plastic, Petroleum and Coal 
Products 

(4) Chemical and Chemical Products 

(except Petroleum and (.'oalj 
(3) Non-metallic Mineral Products 
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FIGURE 5(b) 
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1974 7.1 76-77 7*-79 SO-HI 82-H3 «4-85 *1-86 

Year 


K/L LHT 
(Rs '000) 



LPT 

(R.S ’000) 


Figure 6; Scatter diagram of Cross-Section Data on lpt against K/l. 

(Each point represents an industry) 
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(UN 1984], the technological as well as R 
and D institutions have largely remained 
ineffective and divorced from the genuine 
problems (e g, productivity, employment, 
etc) of industry in the developing coun¬ 
tries. In fact, the developing countries are 
not wholly free to choose their produc¬ 


tion strategy. It is argued that the struc¬ 
tural transformation through the advent 
of tcchnoiogy-intef7sive industries is due 
mainly to an extraneous policy interven¬ 
tion rather than process of internal 
dynamism [Neogi 1989], And naturally, 
the role of R and D is undermined in 


Indian industries. 

To sum up, this study suggests that the 
use of modern technology developed in 
the industrially advanc^ nations in a 
country like India needs a minute assess¬ 
ment of the performance of individual in- 
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Figure?; Fitted Relationship between Loo (LPT) and Loti (K/L) 
WITH Temporal Dummy 
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Notes: (I) Figures in parentheses represent t-statistics. 

(2) Regressions are based on 42 observations for each yeat. Ciav and Steam Industrs lias 
been ignored as out layer. 


dustries where the role of learning effect 
is significant to improve the factor pro¬ 
ductivities. A strong R and D wing for the 
industries should be encouraged through 
effective policy frame by the government 
to evaluate the adaptability of modern 
technology and to develop indigenoas 
technology as well. Finally, selection of in¬ 
dustries where foreign technology is to be 
allowed for is the primary precondition 
for stimulating industrial dynamism. 


Note* 

|An earlier version of this paper was presented 
in a seminar organised Indian .Statistical 
Institute on March 1991. Acknowledgements 
are due to N Bhattacharya, R Mukherjee and 
other participants for their valuable suggestion 
and comments on this paper.) 

I A widely recognised feature of India's in 
dustrial changeover from the $0s to the 60s 
IS that the emphasis was shifted to foreign 


capital and collaboration in industry. The 
devaluation episode of 1966 points up to the 
same trend. Foreign collaboration arrange¬ 
ments rose by an enormous amount of 
2.500 between 1956 and l%5. Thereafter 
’indigenisation' followed in the name of 
‘import substituting industrialisation" 
(Bagchi 1977; Bhagwati and Desai 1970; 
Bhagwati and Srinivasan 1975). Rut the 7aa 
simply witnessed the disillusionment of the 
latest strategy: total foreign collaborations 
have crossed 9,000 up to the first half of 
the 8Qs. Moreover, both firuincial and tech¬ 
nical investment atmospheres have become 
much more conducive to foreign collabora¬ 
tion than ever before. 

2 The survey (1985) covered 594 companies 
in the private sector of which 70 were sub¬ 
sidiaries, 375 minority participations and 
149 pure technical collaborations. Out of 
the total, 62.4 per cent bad entered into 
technical collaboration through 580 agree¬ 
ments, while the rest had financial colla¬ 
borations. Even such a limited survey 
reports that total approvals by the govern- 
menl from 1974 to l984 amounted to 4.667. 
As revealed from the industrywise break¬ 
down. about 95 per cent of the total number 
ol collaborations is undertaken in the 
manufacturing sector during 1977 to 1981. 
An earlier survey also by the RBI (1974) 
reached similar conclusions. 

3(a) "Annual Su'rvey of Industries covers all 
factories registered under Section 2m(i) 
and 2ni(ii) of the Factories Act of 1948, 
which refer lo the factories employing 10 
or more workers and using power, or 
those employing 20 or more workers but 
not using power on any day of the pre- 
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c^ng 12 months". ASI 1983-86. 

(b) An elaboraie description of ihc industrial 
data base in the Indian economy can be 
found in Ahluwalia (1987). 

4<a) Capital slock is deflected by using im¬ 
plicit capital formation deflators obtain¬ 
ed from National Account Statistics 
published by the government of India. 

(b) The C onsumer Price Indices (or in- 
du.Ntital workers are used to deflate the 
money wage figures. The commoditywise 
wholesale price indices are used to con¬ 
vert the values of output and value add¬ 
ed in the respective industries into real 
terms. 

3 Industrial cla.ssificaiion is generally 
available up to three digit level at the all- 
India level from the A.SI. lor our purpose, 
an use-based industrial grouping has been 
made such that the conventional industries 
like Food Products, leather and Products, 
Crotton Te.xtiles. etc. are taken at two digit 
level, but the modern indusines like Motor¬ 
cycle. Scooter and Pans, and others are 
regrouped from their three digit classifica¬ 
tions (Bhagavan 1983; Ahluwalia I987|. 

6 In faci, there ate conflicting views about the 
measurement of capital in general, and that 
in Indian industry in particular. Even no 
cleanrul consensus can be found with regard 
to the ‘perpetual inventory accumulation' 
method. Although Colder has estimated the 
perpetual net capital stock for Indian 
manufacturing indusines. ir> the absence of 
any appropriate estimates fur economic 
depreciation we cannot but follow the 
method used by Ahluwalia who derived 
gross fixed capital stock in terms of replace¬ 
ment costs perpetuated since I960 |Uadi 
and Hasim 1977. Koychoudhury I977J. We 
hate estimated this gross fixed capital sux'k 
taking 1974-73 as the base year instead of 
I960. 

7 Very often than not the restrictions impos¬ 
ed upon the use of standard production 
function are hardly satisfied in such macn.i- 
level data as published by the ASI. govern¬ 
ment of India. 

8 It may be noted in this context that the so- 
called Hindu growth rale (around 3 ()cr cent 
per annum) has not infected any of the three 
broad sectors [Kaj 1984]. 

9 In recent years, the produo market has been 
fliMidcd items of luxury and durable con¬ 
sumption goods and arc getting importance 
in the C'-gtxids sector lelative to other mass 
and necessary consumption items. 

10 The following industries which are both 
economically and technologically important 
showed falling trends of the value ol out¬ 
put in their resficctive sectors over the period 
from 1974-73 to 1983-86, although the ab¬ 
solute production level has increased in each 
of these industries: Food Products, Cotton 
Textiles, Basic Metal and Alloys, Machinery, 
Machine Tools and ITarts, Transport Equip¬ 
ment and Parts. Metal Prexiucis and Pans 
ami Non-Mctallic Mineral Products. 

11 The average sire of employment per industry 
has been consistently idling over the period 
of our study. Although total employment 
in each of the industrial groups has been 
rising in absolute terms, the number of new 
entries mi each industry has greatly out¬ 
weighed the number of employment gene¬ 


rated thereby causing fall in size. This bears 
the testimony of increasing reliance on new 
generation, machineries and loots relative 
lo physical labour (substilulion in favour 
of capital away from labour). 

12 Wc have tested a decomposition analysis for 
surplus generated per unit of labour 
jlshikawa l%2j which is defined as 

S - , where V = value added, 

L 

W - wage bill and L = number of 
employees. While the productivity trends 
for almost all the industries are stagnant, 
the decomposition analysis, however, shows 
the importance of labour productivity in 
generating surplus. 

13 i'he hypothesis of deceleration in Indian in¬ 
dustries was originally raised in the 70s. In 
recent years, numerous attempts have been 
made lo check the hypothesis and hoik has 
expressed any doubt about dccderalion. But 
hardly any consensus can be had as to the 
explanation of industrial deceleration. 
However, wc have fitted the equation 
Y - 04 Bi 4- yt^ and emerged with 
stalislically significant negative co¬ 
efficients of 1^ - term for only eight in¬ 
dustries (Serial Nos of these industries are 
3. 13, 18, 27, 28 from C-goods, I, 4 from 
K-goods and I from l-good$). In any case, 
a brilliant summary of some more leceiit 
works can be found in Virshney (1984); 
some of the others are Bagchi (1970.1977), 
Ahluwalia (1987), Raj (1976), Srinivasan 
and Narayana (1977). 
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PERSPECTIVES 


Roots of Hindu Fundamentalism 

B P R Vithal 


It is futile to compare religions in terms of the performance of 
their followers. However, it is useful to look at the basic premises 
of different religions and try to understand their implications for 
the social coexistence of different religions. 


WHEN we assign certain qualities, such 
as tolerance, to a religion, we most often 
imply that these qualities are imparted by 
the religion to its believers. The record of 
those who profess the major religions of 
the world does not, however, show this. 
If we adjust for advancement in the tech¬ 
nology of death and for increase in the 
population of the world we will, perhap.s, 
find that the record of most religions is 
worse than that of Stalin. The record of 
even Buddhism in Ceylon and Burma has 
been no less sanguine. If it is contended 
that religions cannot be blamed for what 
their ignorant followers do under other in¬ 
fluences and compulsions, then we should 
not also concede to religion its claim that 
the morality of its followers is sustained 
by their faith in theii religion. This argu¬ 
ment can cut both ways. 

It is futile, therefore, to compare 
religions in terms of the performance of 
their followers. It will, however, be helpful 
to look at the basic premises of different 
religions and try to understand the impli¬ 
cations of those premises for their social 
coexistence. In this context, there is a 
mai'T difference between the two Semitic 
religions of Christianity and Islam, on the 
one hand, and, what may be called the 
Indian religions (for want of a better 
word) of Hinduism, Buddhism and 
Jainism, on the other. The two Semitic 
religions have a linear time perspective in 
which there is one human life for each in¬ 
dividual. one choice to be made of the 
Me.ssiah, one death and a universal day 
of judgment on which all individuals can 
enter upon an eternal life, subject to the 
grace of god and the intercession of the 
Christ or the Prophet, if the choice had 
been properly made. The Indian religions, 
on the other hand, take a cyclical view of 
creation. There is an endless cycle of births 
and deaths and transmigration of souls. 
There may be an intermittent life in 
heaven or hell also, but the ultimate 
escape is not an eternal life in heaven but 
a timeless liberation from the cycle of life 
and birth itself. There is no judgment here 
but only consequences of actions, which 


have to be discharged but never condon¬ 
ed. Consistent with this picture, the Indian 
religions also believe in a number of in¬ 
carnations of the divine being, whether 
they be the ‘avatars' of the Hindus or the 
‘bodhisatwas* of Buddhists. 

On a superficial understanding, it is 
presumed by some that this provision for 
avatars can help integrate the Christ and 
the Prophet also so that there would be 
no contradiction between these major 
religions. So far as the Indian religions are 
concerned this is not impossible to argue 
bccau.se, while the avatars popularly 
known are ten, there is an approved pro¬ 
vision for having any number of incarna¬ 
tions. But this would not be acceptable to 
a devout Christian or Muslim. It has to 
be remembered that, for Christianity and 
Islam, the Christ and the Prophet are not 
merely one among many prophets of god 
but each is the last prophet for the true 
believer. It would not be permissible for 
a Christian to accept a prophet after 
Christ or for a Muslim to accept one after 
Prophet Mohammed. It is because of this 
that, while Islam could accept Christ 
also as a prophet because he preceded 
Mohammed, a Christian cannot accept 
Mohammed on the same terms as Christ 
because he came afterwards. The Hindus’ 
offer of.integrating these prophets into 
their pantheon, cannot, therefore, be ac¬ 
cepted by a devout Christian or Muslim 
and can, under certain circumstances, 
even hurt them. The Hindu must appre¬ 
ciate that the Christian and the Muslim 
face a terminal choice in this life and, 
unlike the Hindu, they cannot defer issues 
to the next life. In our part of the coun¬ 
try, when one is deeply beholden to some 
other, gratitude is shown by saying that 
one wishes one docs not discharge the 
debt (‘runam’) of gratitude fully in this life 
so that one can be born again and be once 
again beholden to the same person. This 
Muslims or Christians cannot wish for, 
since they will have to answer for their 
debt on the day of judgment! This may 
appear an engaging. Catholic quality 
among the Hindus but it also encourages 


them to shelve accepting full (lersonal 
responsibility for their actions here and 
now. rhere is no bottom line for him. Like 
a word-processor he can shift it to the next 
page or next life. Unfortunately he car¬ 
ries forward this attitude to litigation and 
modern banking causing problems which 
few non-Hindus can understand. 

liowcvei. in.soiar as divine personalities 
prior to these last prophets are concern¬ 
ed, there should be no difficulty in C'hris- 
lianity and Islam accepting them. In fact, 
in the case of Islam, very often the Holy 
Quran ii.self is quoted in support of the 
fact that god had given such prophets to 
all peoples and all lands in the world prior 
to the coming of Prophet Mohammed. 
The Holy Quran says: 

And for every people there has been a 
guide. (I3'7) 

And there has not been a people but a 
Warner was sent to them. (35:25) 

And certainly We sent Apostles before 
thee; there are .some of them that We have 
mentioned to thee and others whom we 
have not tneniioried. (40:7S). 

(Quoted hy Nawah Akhar Yar Jung ) 
Chri';>tiantty may not have an explicit 
statement of this kind in its .scriptures but 
there should be no theological objection 
to the proposition being accepted. 

In the history of the.se two religions, 
however, the effort to link up with a past 
preceding that which the Holy Hook 
records has been more vigorous and far 
reaching in the case of Christianity than 
in the case of Islam. St ITaul brought 
Christianity out of its purely Jewish set¬ 
ting and linked it to the world of that time 
and to the centre of that world, Rome. 
Subsequently, a similar link was establish¬ 
ed with the Creek tradition also. The 
result is that western civilisation today 
considers its origins to be Judeo-Hcllinic 
In the case of Islam there war a linkage 
to the prc-lslamic Arab tradition through 
Mecca, the holy kaba and the acceptance 
of certain pre-lslamic trridiiion.s. However, 
the linkage with non-Arab traditions has 
not been as strong in this case as the 
linkages between Christianity and the 
Greek and Roman traditions. It is in¬ 
teresting to note that Prophet Mohammed 
had initially linked the new religion to 
Jerusalem. It is from Jerusalem that hr 
ascended to heaven; it is towards Jeru¬ 
salem that the devout were turning for 
their prayer to begin with. The Jews have 
to partly blame themselves for having lost 
the primacy of Jerusalem in Islam to 
Mecca. Culturally, there may be Turkish 
and Persians' strands in what we today 
know as Islamic culture but, the integra- 
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tion is qualitatively different from that of 
Christianity to the Roman and Greek 
traditions. This would be clear if we look 
at the attitude of the present Iranians to 
the tradition of Darius or of the present 
Egyptians to the Pharaohs. 

St Paul achieved, at the beginning itself, 
the integration of Christianity with the 
world of the day. I'hc Protestant revolu¬ 
tion and the translation of the Bible into 
languages other than Latin and Greek 
helped achieve a similar integration with 
the several cultures all over the world in 
later times. In the case of Islam, however, 
the Holy Quran is a divine revelation and 
is not, like the Bible, a human record 
made subsequemly. The sanctity of the 
language of the Holy Quran, viz, Arabic, 
therefore, is something which the language 
of no other holy book shares. Similarly, 
there arc certain practices basic to Islam 
which are linked to the holy city of Mecca 
in so fundamental a sense that here again 
there is no corresponding geographic 
linkage in the other major religions. In the 
process of integration of Islam with any 
native history, geography or culture, other 
than the Arab one, these factors have to 
be taken into account. Nevertheless, the 
fact remains that the door of integration 
is open when we move backwards in time. 

There should, therefore, be no difficulty 
for the Christians and the Mu.slims to in¬ 
tegrate themselves with the history and 
culture of this country prior to the com¬ 
ing of the Christ and the Prophet. A 
beautiful example of this was given by the 
late Nawab Akbar Yar Jung, a judge of 
the Hyderabad High Court in a speech of 
his on Krishna Janmastami on August II, 
1936. 

I mean Sri Krishna, whom in my religious 
phraseology I would call Krishna alaihi’s- 
salam (upon whom be peace!). I have no 
hesitation in regarding this great per¬ 
sonage, whom the Hindus regard as an 
avatara of God. as a nabi (a prophet of 
Cod). I therefore add the salutation due 
to the prophets. According to the teach¬ 
ings of the Quran, the Musalmans can 
make no distinction between the prophets. 
Even as they regard Noah and Abraham 
and Moses and Jesus (upon all of whom 
be peace!) as prophets of Cod, even so do 
they regard the prophets of all nations. It 
makes no difference whether we know 
them or not. The Quran teaches that pro¬ 
phets have been sent in all ages, in all 
countries and amongst all nations. And 
it was but natural that they should come 
because man is made responsible for his 
actions, and he must have teachers and 
guides. 

It is clear that in the Quran only the 
prophets of those nations have been men¬ 
tioned who.se history was known to the 
Arabs or with whom they had communi¬ 
cations Pr wno lived in their neighbour¬ 


hood. In mentioning their old histories, 
fri^uent references have been made to 
their prophets. But the Quran expressly 
says there has never been a people to 
whom no prophet was sent. If therefore, 
.Sri Krishna is not mentioned by name in 
the Quran, that is no reason to doubt his 
prophethood. Would you believe that a 
nation whose civilisation and culture had 
spread.over such a large part of Asia, 
whose philosophy and learning had in¬ 
fluenced Greece and Egypt, was left 
without a guide and teacher? We are 
therefore forced to recognise the Teachers 
and sages of India as prophets? 

When Iqbal called Rama, Imam-i- 
Hind, he was not looking at Rama as the 
Imam of some other people who were the 
people of Hind. He had himself said, 
'Hindi Hain Hum’. Therefore if we are 
Hindis and Rama is the Imam of Hindy, 
he has to be our Imam also. This is the 
spirit in which the older tradition has to 
be accepted, without prejudice to the basic 
tenets of the Islamic religion, which would 
include the unique position of the Seal of 
all prophets, viz. Prophet Mohammed. 
The Christians would have even less dif¬ 
ficulty in a similar process. 

Some Christian doctrines may be inter¬ 
preted as accepting Christ as an Incarna¬ 
tion. However both Muslims and Chris¬ 
tians would not accept repeated Incarna¬ 
tions. The Muslims do not accept even the 
concept of the Christian Trinity and of 
Jesus being the Son of God. Nawab 
Akbar Yar Jung considered these to be 
matters of mere terminology: 

It should not seem objectionable if the 
Hindus regard their sages and prophets as 
avatars. This word appears strange to you 
as the words Nabi. Ruul, Paighambar, etc, 
appear strange to them. And the names 
and phraseology have become a cause of 
discard and the root of many mischiefs. 
We need not therefore lay too much stress 
upon words or phraseology (ibid). 

The Hindus must accept this distinction 
and not press the issue of Divine 
Incarnation. 

These are theological issues. There 
should be no similar difficulty in accep¬ 
ting common historical personages in par¬ 
ticular those that pertain to a period prior 
to the coming of the religion itself when 
there would have been no contradiction 
on religious grounds of different historical 
figure^. In. Syria a poster meant to recruit 
women to the armed forces uses the por¬ 
trait of a queen, Zenobia of Palmyra of 
the third century AD who is a legendary 
figure of that country. There is no reason 
why in India also a Muslim of today 
should not be similarly able to relate to 
a national figure prior to the rise of Islam. 
It should be recognised by all that at that 
time our national heritage and ethnic 
stock was common. Nevertheless this 


seems to come more easily to the Chris¬ 
tian elite than the Muslim. 

There is a self-imposed handicap which 
the Muslim elite suffer from which the 
Christians do not. The Indian Christians 
do not have the illusion that they were the 
rulers at the time of the British and so, 
they do not have to carry the burden of 
the erstwhile colonial rulers. To some ex¬ 
tent this ambiguity was there in the case 
of the Anglo-Indians but. there is not a 
shade of it insofar as the Christians are 
concerned. On the other hand, some at 
least of the Muslim elite have this lurking 
desire to link themselves with the Muslims 
that originally came to this continent as 
invaders, viz, the Turks, the Persians, etc. 
When we have cultural exchanges with 
some of the Central Asian Republics, we 
officially claim the continuing ethnic, and 
not merely cultural nature of these links. 
There is no doubt that Indian culture, as 
it is today, has the indelible impression of 
the cultures from the other side of the 
Khyber Pass. Similarly, we still do carry 
the residual effects of British rule'here. 
But. to acknowledge this effect as a 
historical legacy is different from tracing 
ethnic links with them. The attitude of 
some of the Muslith elite is analogous to 
that of the Anglo-Indians in some respects 
and, in other respect.s, of the south Indian 
brahmins, who imagine themselves to be 
dccendants of the Aryans who first came 
to the south and thus distinguish them¬ 
selves from the other castes in the south. 
This attitude has caused considerable 
trouble to the brahmins in the south and 
a similar attitude causes some at least of 
the problems of the Muslim elite. 

If the British colonial historians had 
distorted Indian history to show all aber¬ 
rations of medieval rulers as being attri¬ 
butable to them as Muslim rulers, a 
modern historian would be right in poin¬ 
ting out that these were the failings of a 
feudal rule which was trying to preserve 
its own regime not its religion. To the ex¬ 
tent that the local Hindu population did 
not challenge this rule it was, at best, 
tolerant of their religion and at worst 
ignorant of it. The ideology and ethos of 
the ruler might have been Islamic but, he 
was using it, if at all, not for the fur¬ 
therance of Islam but. for the furtherance 
of his own domination. This is a view that 
is well taken and that can be readily con¬ 
ceded. But the same view should be ex¬ 
tended to the pre-medieval period. Our 
progressive historians, however, interpret 
the actions of the pre-medieval rulers as 
being instances of brahminical domina¬ 
tion rather than as one more instance of 
a ruler .tidying to use whatever ideology is 
convenient for perpetuating his own rule. 
Brahmiaism in the Hindu period can be 
given no more sinister a role than Islam 
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during the MutUm period and vice versa. 
Both the MusKm and the later British 
rulers realised that interfering with the 
religious practices of the nutiority popula¬ 
tion could be counter-productive (dr a 
minority ruler. This was a lesson learnt 
from the Homan Empire in its earlier 
phase When a few Mudim rulers deviated 
from this practice they quickly discovered 
its cost. It could well be that the element 
of religious tolerance was less when both 
ruler and ruled were indigenous, as in the 
case of the Hindu-Buddhist and Saivite- 
Vsishnaviie clashes. While this might well 
show that the Hindu ruler was in some in¬ 
stances equally intolerant it also shows 
that, on the same count, the tolerance of 
the Muslim ruler arose out of the 
prudence of a minority ruler. Unfor¬ 
tunately. this uniformity of approach and 
treatment is lacking not only in the 
avowedly commutud historians but also in 
the progressive ones. We may dislike the 
real nnotives behind the use of a term like, 
pseudo-secularism, but we must under¬ 
stand the reaction syndrome that this has 
caused which has earned a more sym¬ 
pathetic ear for this term than we may 
consider justified. 

Fundamentalism arises out of insecurity 
and not assurance. There is an outburst 
of fundamentalism in all religions today 
because we have entered an age of a new 
insecurity. The Industrial Revolution 
revolutionised economic life but it threa¬ 
tened social organisations not man’s own 
eminence.-In fact, the Industrial Revolu¬ 
tion strengthened human control over the 
environment. As Marshal Mcluhan 
pointed out it extended human faculties. 
The microphone and the telephone 
extended human speech, the television ex¬ 
tended human vision and the automobile 
human locomotion. Man prided himself 
on his intellectual power and his reproduc¬ 
tive capacity. Through the one he controll¬ 
ed space and through the other time The 
Industrial Revolution showed the full ex¬ 
tent of these capacities by the increase in 
prosperity and population. Suddenly we 
are now confronted by a scientific revolu¬ 
tion which threatens to subvert human 
personality. Computers initially extended 
brain functions but artificial intelligence 
now threatens to replace the brain. 
Genetic engineering threatens to unravel 
and, thereafter, control the very core of 
the physical being. No doubt it is man 
who is achieving this power but it' is 
genetic man. individuals meanwhile lose 
their autonomy. They had earlier lost their 
autonomy in god, but they looked upon 
god as their protector whom they could 
influence through prayer and religion. 
Then Marx taught that god was man's 
own creation, an embodiment of his own 
powers. His autonomy and supremacy was 


complete. Now he finds that these objec¬ 
tified powers ate materialised and he is not 
sure whether what has nuterialised is con¬ 
trollable. And (he forms of prayer to this 
new god arc not yet clear. He is bewildered 
and insecure. It is against this background 
that the mass of the people, who are even 
less equipped to face these terrible pro¬ 
spects, ate turning to older, more familiar, 
more predictable, mote approachable, 
more exclusive gods. Why was it ever im¬ 
agined that when we told our people that 
our doors and windows must be thrown 
open to this powerful, modern western 
civilisation they would not be bewildered 
and shaken? What did we do in our 
educational system to equip them for this 
terrible confrontation? Did we, the great 
intellectuals, perhaps, unwittingly so pride 
ourselves in our ancient Hindu heritage 
as to imagine that, unlike others, we 
would not be swept off our moorings? 

What did we do to combat obscuran¬ 
tism? W; amended the Constitution which 
is the remedy we know for all social evils. 
We added to the Constitution a funda¬ 
mental duty of every citizen “to develop 
the scientific temper, humanism and the 
spirit of enquiry and reform". This 
amendment was made in 1977. By that 
time the Constitution had been in force 
for 27 years with a Directive Principle that 
the state shall provide free and com¬ 
pulsory education for children. Yet 27 
years after the Constitution the country 
had 63 per cent illiteracy which is a 
measure of the extent to which the state 
had discharged this duty. In 1977 therefore 
we cast upon every humble citizen of this 
country the formidable task of develop¬ 
ing a scientific temper, humanism and a 
spirit of enquiry and reform when the 
state itself could not, in three decades, ful¬ 
ly educate its citizenry. We also overlooked 
the fact that very often the reaction of a 
citizen in a democracy to any duty cast 
upon him by compulsion is to react 
against it. We therefore perhaps con¬ 
tributed more to generating a reaction to 
these excellent ideas rather than to their 
furtherance. 

It is not generally appreciated that the 
upper castes in the Hindu community 
have a feeling of insecurity that their com¬ 
munity will be reduced to a de Jauto 
minority sutus due to divisions within 
itself. The, British policy of divide-and- 
rule was, towards the end, extended to try¬ 
ing to divide the Hindu community itself. 
The Muslim League had finally come to 
take the stand not only that the Congress 
did not represent the Muslims, but also 
that it represented only the ‘caste Hindus'. 
The wedge between caste Hindus and, 
what were then called, the ‘depressed 
classes’, which had been created by the 
history of the community itself, was 


sought to be perpetuMed in the Coutitu- 
tional formulae suggested both by the 
Muslim League and by the British govem- 
ment. This fear, thatthe Hindu oommuni- 
ty woqjd be divided to deprive it of the 
numerical strength which the nmehanks 
of democracy provided it. has remained. 
Wc all deplore communid politics; but 
caste politics is an extension of thd same 
mentality. The political groupings we see 
today ate ikm simply oommuiial groupings 
but also caste groupings. There is the 
brahmin, the thakur, the maiatha, the 
backward class and the harijan. It is in¬ 
teresting to note in passing that, if we add 
the Muslim to the above; then the groups, 
that ate now jockeying for power ate the 
same as those who did so at the time the 
British gained a foothold here, except the 
backward classes and the harijans. That 
these two are now figuring in the power 
game is, in a way, a tribute to the British. 
These groups have emerged partly, at 
least, as a result of the encouragement 
given by the British as part of their divide- 
and-rule strategy. That the Hindu funda¬ 
mentalist movement is strongest among 
the upper castes, confirms the above 
analysis. The confrontation with the 
Muslims is. therefort; not so much a basic 
Hindu-Muslim issue as an attempt on the 
part of the upper castes to find an out¬ 
side enemy as a challenge to unite the 
community itself^ obviously under their 
leadership. This explains the comment 
often miide that A^fodhya has, at one 
stroke; nullified the divisive effects on the 
Hindu community of the Mandal Report 
and the Dalit movements. We, thetcfbrei 
have to understand this strange pheno¬ 
menon of the nwjority community suf¬ 
fering from an insecurity complex which 
normally should be associate with a 
minority community. 

This feeling of insecurity on the part of 
the upper castes also arises out of an ap¬ 
prehension that they may lose their leader¬ 
ship of the community as a result of 
several social charges. This is accentuated 
by certain actions of the state. These 
upper castes have the wealth to run educa¬ 
tional institutions for themselves but can¬ 
not do so, as the minorities can, without 
attracting, according to them, the mischief 
of reservations’. The Ramakrishna Math 
had to claim to be a non-Hindu minority 
in order to claim the same protections for 
its educational institutions. The wealth 
and prestige of Hindu temples have 
become a part of the spoils of political of¬ 
fice. The chairmanships of temple com¬ 
mittees are on par with the chairmanships 
of public sector companies. These temple 
committees do not menely manage eedesi^ 
lical propenies but dictate religious 
ceremonies and dispense their prestige. 
Who gave this right to a secular state in 
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relation to the majority religion alone? 
This proximity of the state functionaries 
to the rituals of the majority religion 
makes the ‘secular’ state suspect in the 
eyes of the minority religions. But the ma¬ 
jority also have a grievance. If the state 
is really so proximate, they say, then let 
it admit to our status as ‘primus inter 
pares’. II it is reluctant to do so then they 
seek to enjoy the same privileges of im¬ 
munity from the state that the other 
religions enjoy. We do not want, they say, 
the privilege of a concubine—of proximi¬ 
ty without status. 

Finally we come to the economic deter- 
mini.stic argument. The following was 
written exactly two decades ago. 

Thus, we have a situation where the rate 
of growth of per capita income varies bet¬ 
ween art actual of I per cent and a target 
of about 3 per cent. This range i.s not for¬ 
tuitous. This is the range within which 
alone the Hindu view of life will hold. At 
one time it was believed that the Hindu 
view of life had an answer to the problems 
of western society and that, therefore, we 
could in this country achieve a synthesis 
of western economic development and this 
view of life. What is not reali.scd in this 
appreciation of the situation is that we 
have enough evidence to show that with 
high rates of growth, the Hindu view of 
life breaks down in the Indian situation 
itself. Thus, those areas of our country, 
or those sections of our population, whose 
own condition has improved ai a fastei 
than 3-4 pei cent rate of growth have not 
been protected by the Hindu oiiitook from 
the evils and temptations of the western 
way of life, lir the extcnl we achieve a 
faster rate we will find this outlook gel¬ 
ling seriously distorted. The rate of growth 
chosen, iherelore, is ihc one that ideally 
fits ill with ihc preservation of our 
traditioHN. 

The real doubt is nut about the upper 
extreme of Ihi;. range but about (he lower 
extremes. The genera! view- used to be that 
the philosophy ol 'karma' renders a man 
immune not merely to slow growth in his 
own prosperity but to stagnation and even 
decline. It is doubtful whether this extreme 
view can now be siisiaiiicd. Recent ex 
pcrience shows that in iX'riiHfs where there 
i.s a negative rate of growth, it becomes 
difficult foi (scople to be held down by- 
karma alone. In regard to the past also, 
it would Ik more reasonable to assume 
that the karma view of lilc leally thrived 
when there wa.s a positive hut modest rale 
of growth. I he clinuicleric changes in 
Hindiii<,in and the weaning away of laige 
nuinbers ol (Koplr liom it I'luxi have, 
llicreloie, occuned al (Kiiodsol negative 
growth, or among sections ol the people 
who were experiencing cuher negative 
raics of growth a! one end or very high 
rale., ot growth at the i»hei. Within the 
{I- f per ceiir range of growth ol per capita 


income, which the tradition can sustain, 
Bhakti cults and mystic Swamis abound 
al the lower ranges while Jnana Yogis and 
intellectual gurus would thrive at the up¬ 
per ranges. ('Najin 'Vhnupi* (pseudonym 
of B P R Vithal), Economic and Political 
Weekly, Annual Number, February, 1973.) 

li has, for some time now, been claim¬ 
ed by our mentors that the Hindu rate of 
growth had been breached in the 1980s. 
This was followed by a sudden collapse 
which brought the economy to a situation 
of stagflation with a 2 per cent growth 
rate, i e, below the Hindu rate again. The 
fact that the Ayodhya confrontation arose 
in the late 1980s and was finally precipi¬ 
tated this year is a clear conFirmation of 
the thesis, quoted above, that the Hindu 
view of life can persist only within a 
narrow range of economic growth, if, 
therefore, our expectations of the new 
economic policy- are fulfilled and we get 
on to a trajectory of a consistently faster 
latc of growth, we would be well-advised 
to devote some thought to devising a 
suitable ideological and cultural 
framework for it. If it merely succeeds in 
breaking present moulds there will be a 
rooflessness which can be dangerous in a 
large country like ours. Seculaii.sm in itself 


is too narrow a concept to deal wUh this 
situation. 

Hinduism has diverse elements in it. 
some of which can be utilised for ra¬ 
tionalising it into a modern kind of 
religion. There are some others which 
would have a more emotional appeal to 
the masses. U is these latter, that provided 
the basis for rhe various bhakthi move¬ 
ments. which Ihc secularists tend now to 
laud because they provide a convenient 
tool for communal coexistence. This is no 
doubt a positive aspect; but it should not 
be overlooked that these are, in fact, the 
less rational aspects of Hinduism which 
flourished in the past in periods of social 
confusion, flux and decline. There is. 
therefore, a trade-off here which one 
should be aware of. Fundamentalism 
arose in the US, in Christianity as an ap¬ 
peal to the scriptures in their literal .sense. 
Fundamentalism in this sense cannot exist 
in Hinduism for long. Where the scrip¬ 
ture is scrutable it can become immutable 
but where the scriptures arc inscrutable, 
as the Hindu scriptures are, they necessari¬ 
ly become mutable through the process of 
interpretation, it is this that had given 
flexibility to Hinduism in the past and. 
one hopes, it will do*so again in the future. 
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I 

THE emergence of communal identities 
has been a subject of frequent and intense 
debate in India. In this context. Gyanendra 
Pandey’s The Construction of Com¬ 
munalism in North India <s a very 
welcome publication. The author skilfully 
demonstrates how communalism as we 
know it in India is a modern pheno¬ 
menon, coeval with nationalism, and an 
outcome of the colonial age. The manner 
in which Hindu and Muslim identities 
were sharpened with respect to each other 
over the past two centuries are rather nice¬ 
ly delineated. 

This book is also about colonialism and 
how a>lonial and orientalist attitudes con¬ 
tributed to the making of colonialism. 
Fandey interestingly demonstrates how the 
colonial remarks on Hindii-Muslim con¬ 
flict in Banaras in 1809 changed over 
roughly a hundred years. Assuming that 
the first entries were authentic, the riot 
took place because of a dispute regarding 
a Hanuman shrine, and the policies con¬ 
duct was conniving and “highly criminal” 
(p 30). In subsequent notations about the 
same event the cause was listed as an out¬ 
come of “frenzy” excited by Muharram 
(by Princep in 1805) or Holi (by Buyers 
in 1848). From this Pandey draws the con¬ 
clusion that because colonial officials had 
a stereotype of the fanatic Indian, a per¬ 
son easily excitable to violence, it did not 
take long before these views became mani¬ 
fest in their recall of the 1809 events. 
To quote Pandey: “Thus: Muharram 
(Muharram/Holi) -* Excitement -* 
Violence. Since these are the steps, an out¬ 
break of violence .such as that in Banaras 
in 1809, prodded the colonial observer to 
look for ‘Muharram’ as the ‘cause—and 
find it!” (p 36). In my opinion, this is a 
very convincing and novel demonstration 
of the Orientalist thesis. 

To continue with the Orientalist thesis, 
in Pandey’s view it was not always the up¬ 
per castes who led riots but people of 
humbler origin. And yet in colonial 
reports such ‘fighting castes’ as Rajputs, 
Gosains and Muslims (including the 
Julahas), are mentioned as the principal 
instigators (p 42). In fact, in subsequent 


pages, Pandey argues that many upward¬ 
ly mobile peasant castes often instigated 
and participated in anti-cow slaughter 
agitations to prove their bona fides as up¬ 
per castes (p 166). 

The colonialists’ attempt to catalogue, 
classify and docket the people they ruled 
over, not only heightened caste con¬ 
sciousness and led to the formation uf 
horizontal caste consciousness, but also 
contributed to the religious divide between 
Hindus and Muslims (p 204). The at 
tempt, for instance, to self-consciously 
construct an established custom, para¬ 
doxical as It may sound, was often re¬ 
quested of the local population by col¬ 
onial authorities. In the midst uf the 1893 
anti-cow slaughter agitations, attempts 
were made by both sides to the conllict, 
at the administration's behest, to a.sceitain 
the correct custom with respect to cow 
slaughter. Given this background it is not 
at all surprising that both Hindus and 
Muslims became rigid and self-conscious 
about what constitutes established custom 
and correct practice. Consequently, anti¬ 
cow slaughter movements gained tremen¬ 
dous ground, and the practice of cow 
slaughter itself moved from being a quiet 
affair to a spectacular one (p 163). 

It is not as if Pandey is arguing that 
there was no community identity at all in 
pre-colonial times, but rather jhat this 
identity hardened after British domina¬ 
tion. Along the same trajectory, the 
modalities of organising collective action 
too evolved from a community/castc basis 
to a communal-religious one with the in¬ 
creasing penetration of colonialism 
(pp 198-99). 

Even in the mid.st of communal leii.^ion 
in the 19th century, Pandey believes that 
there .still remained a strong sense of com 
munity identity. To demonstrate this 
point, Pandey liberally uses Sheikh 
Muhammad Aii Hasan’s Wdqeui o- 
Hadesat. The Hdt/eat... is an “insider's 
view of his own community" (p 115). ('on 
trary to official sources which saw com¬ 
munal tensions as breakdown of law and 
order, the Woqeat... is quite pained by the 
lack of communal amity and bonding 
tpp 116-27). But the Waqeut... also notes 
the many instances of Hindu-Mii.slim co¬ 


operation in the aftermath of communal 
disturbances. In Mubarakpur, for in¬ 
stance. both the communities helped 
repair the mazar of Raja Mubarak Shah 
after it was damaged in a communal in¬ 
cident (p 128). The idea of belonging to 
a larger unity like Hindu or Muslim was 
constantly undermined by hiradari and 
jail identities. Such a state of affairs per- 
si.sted till well into the 20th century 
(p 198). It was by working through caste 
and kinshifi that one could arrive at these 
larger unities (p 199). 

riic great break in all uf this was 1920. 
'fill that time even the diehard Hindu- 
revivalisi-minded nationalists like Malaviya 
and (ajpat Rai. or even Sir Syed Ahmed 
Khan, as a Muslim protagonist, were en¬ 
couraging Hindus and Muslims to em¬ 
brace each other as “sons of the same 
motherland" (p 213). Pandey is quite right 
to draw our attention to this fact. Indeed, 
one could enlarge this list with the inclu¬ 
sion of none other than V D Savarkar 
who wrote in the Indian War of In¬ 
dependence in 1907 that Hindus and 
Mohamniadans were brothers whose 
religious duty was to overthrow the 
British. 

What happened in 1920 or thereabouts 
to bring about this great change when 
nationalism and communalism emerged 
as contrapuntal ideologies, intimately 
related to each other in mutual an¬ 
tagonism? According to Pandey, secular 
nationalism “contributed substantially” 
(p 261) to the emergence of communalism 
because it resolutely side-stepped religion 
in the public sphere (p 260), and instead 
emphasised religious tolerance and a 
distancing Iruni parochial lies (p 261). 

lb recapitulate: In the first phase of col¬ 
onialism the slate encroached upon the 
terrain of the local comniuiuty (p 159) and 
loosened those coriiinunily bondings that 
held paspic together through generations. 
The damage was completed by the 
emergence ol the secular nationalist move¬ 
ment whose insistence on stcenng clear of 
religious loyalties bied increasingly well 
articulated communal ideologies as 
“counter construciion.s" (p 261). I'his is 
surely a very stylish thesis: its attrac¬ 
tiveness peiliaps heightened by its novelty. 
And yet I believe Pandey is quite seriously 
wr,ing III making the above propositions. 

.Vcording to Pandey. communal con¬ 
flicts aro.se in Mubaiakpu; largely in “op- 
ptssifion tir the encioachmeni ol the state’’ 
tp 159) in his view the colonial state 
wiiich intervened to settle a dispute over 
the building uf a ‘Shivalaya’ had to back 
off III deference to Mubuiakpui tiaditions 
(ibid). This uf course, falls in line with his 
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laifer thesis that prior to colonialism there 
were strong local community ties which 
bound different religious groups into an 
amicable unit. 1 am probably sharpening 
Pandey’s views and not taking account of 
his many qualifications, but essentially 
this is his position—and hence his view 
on the state’s alleged “encroachment”. 

II 

Our differences emerge primarily 
because I have never been impressed by 
statements that laud the unspoilt past of 
inter^communal harmony. The implica¬ 
tion obviously is that communities did not 
have a clearly defined image of 
themselves, so they often lapsed into each 
other’s arms; but also that they happily 
enjoined differences between them 
without feeling threatened. In my view 
human kind universally and spontaneous¬ 
ly differentiate within themselves, and 
societies are built around the twin notions 
of differentiation from others (i e, with 
reference to the outside) and ordered 
hierarchisation/stratification within. 
While the latter has received a lot of at¬ 
tention, particularly in mainstream an¬ 
thropology, the former, i e, a study of the 
external relations, has suffered and often 
been overlooked as a consequence: As an¬ 
thropology's emphasis has traditionally 
been to understand how ’other’ societies 
reproduced them.selves, there has been an 
understandable exaggeration of the prin¬ 
ciples of order and maintenance. The 
external relations were not always of war, 
but peace was never taken for granted and 
had always to be worked upon.- 

Whatever relevance such an approach 
may have had with reference to ‘simple’ 
societies, the methodology was forced to 
undergo a change when it came to study¬ 
ing traditional agrarian and peasant 
societies, such as in India. Here the 
’internal’ aspects of community life 
required an adjustment between castes, 
and religious groups, i e. with the ‘exter¬ 
nal’ dimension. It is common knowledge 
how different authors have tried to come 
to grips with this issue. The ideology of 
caste, or the political principles of 
kingship, have often been recognised as 
effective mediators in this connection. 
Peace was, therefore, never unproblematic; 
but it was towards an understanding of the 
principles that made for this enduring 
peace that much of anthropology was 
directed. 

Historians, on the other hand, because 
they have been fed with a surfeit of war 
and of ‘prime movers’, now seem keen to 
emphasis community and order, if for 
nothing, then at least as a point of depar¬ 
ture. Hence an avoidable exaggeration of 
pre-colonial communal harmony based 
on local communitarian ethics (accepted 


rather unproblemaiicaily. as in Plandey) 
and the subsequent neglect of how this 
order was actually enforced. 

Without putting too fine a point on it, 
1 would argue that in pre-colonial India, 
and in other pre-modern societies too, 
hierarchy between communities was firm¬ 
ly establiished and non-negotiabic. 
I^rables of Hindu generals in Mughal 
courts, or of Hindu ministers in Ranjit 
Singh’s entourage, or the fact that there 
were some Greeks in the Persian Army 
than in the entire pan-Hellenic alliance 
that opposed them, does not mean that 
there was “fuzziness" (p 158) or a lack of 
self-definition on the basis of religion (or 
even of caste), but that there was no point 
in contesting the hierarchy. It was after the 
hierarchy was firmly accepted that 
allowances could be made, and even 
magnanimous gestures entenained. When 
devout Hindus took on Islamic names and 
were often fluent scholars in Persian this 
uid not signify unclear self-identities as 
the reality of an incontestable hierarchy 
When Kubla Khan received Marco Polo’s 
Bible with reverence, it was becua.se the 
Bible was not about to challenge as an 
equal the great Khan’s religious belief, nor 
was it even intended to. 

The fact that in India the hierarchies 
were made fluid again is what primarily 
led to communal contestations. Marc 
Calanter used the felicitous term "com¬ 
peting equalities’’ to signify the fact that 
only equals can effectively compete. It is 


against this backdrop that the assertions 
of upwardly molrile castes become a viable 
enterprise. In my view Ramley's work sug¬ 
gests such an interpretation as well though 
he docs not quite see it. Very early in the 
book Pandey notes that the colonial state 
made a break with the past by being 
“more self-consciously neutral” (p 16). 
This is a valid observation and it should 
underline the difference betvreen pre- 
colonial and colonial states. Hierarchy was 
embedded so deeply and pervasively in the 
pre-colonial state that there was no con¬ 
test between communities over legitimate 
authority, nor was the state remotely 
‘neutral’. But with the formal equalisation 
that came up with the colonial state dif¬ 
ferent communities had now to press for¬ 
ward with their own histories, in order to 
make claims on “legitimate authority” 
(p 151). No wonder Hindus and Muslims 
peddled different and contrary views on 
what was established custom regarding 
cow-slaughter. 

That this happened at all was because 
the colonial state had now 'equalised! the 
different communities. The policy of 
‘divide and rule’, after all. has this 
’equalisation’ as its,principal axiom. In my 
view then Hindu-Muslim antagonisms did 
not emerge, as Pandey avers, as a response 
to colonialism’s efforts (’encroachments’) 
to invalidate indigenous social relations 
(p 206) but because the two communities 
were now legally equal and in competition 
over ‘legitimate’ authority. Pandey 
overlooks this rather obvious fact and is 
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iiutad content fo nigue that 19th century 
communal movements arose “to over¬ 
come the marks of sub-ordination and 
humiliation that had come with colonial 
rule** (ibid). Yes, colonialism was 
humiliating, but it also established legal 
equality which set the hitherto establish¬ 
ed traditional hierarchy into a sute of 
(lux. 

If one were to review the 19th century 
riots in Mubarakpur with this perspective 
then one can integrate the facts that 
Randey forwards more easily than by 
resorting to statements regarding the 
internal and convoluted conditions of the 
exploited. 

In 1877, a wealthy Hindu called 
Manohar built a temple (a ‘Shivalaya*) 
within the compound of his own house 
This led to extended disputes in 
Mubarakpur. The Muslim community 
spokespeople argued that Raja Mubarak*s 
mazer cannot be allowed to be dwarfed 
by any other construction—Raja 
Mubarak was after all “the guiding 
light of his age and the founder of 
Mubarakpur’* (p 134). Of course, the col¬ 
onial state intervened, because the mat¬ 
ter had become a violent one; but how did 
Manohar Das have the temerity to con¬ 
struct a grand ‘Shivalaya’ in the first 
place? Traditional authority and hierar¬ 
chy would not have even entertained the 
idea. Mosques and other places of wor¬ 
ship could be easily constructed but not 
a temple, ‘Shivalaya* or Thakurdwara. 
Naturally, there were also no disputes 
regarding the blowing of conch shells, or 
ringing of bells while prayers were being 
held in the mosques (p 146). li is not 
therefore because the state ‘encroached* 
that there were disturbances, as Pandey 
argues (p 1S9), but rather because the state 
did not encroach enough and let hierar¬ 
chies remain in a state of competitive flux. 

If one ukes this position there is no 
need to over-value traditional community 
bondings and internal order. FDr. behind 
all this seemingly tranquil facade lies the 
authority of an unequivocal hierarchy .en¬ 
forced ^ the state That ‘others* were 
tolerated, or even encouraged and pro¬ 
moted does not mean that they were con¬ 
sidered as equals or that the hierarchy was 
loosely undmtood. Only when there is no 
scope for competition is there a greater 
possibility of the sharing of cultural 
practices—for, no one is being threaten¬ 
ed and nobody is threatening. Such 
culture sharing of course did not under¬ 
mine certain cote aspects of social iden¬ 
tity. Those remained intact, and external 
relations remained tranquil under a hierar¬ 
chical law. 

This brings me to my second major 
disagreement with Pandey, and this has 
to do with the growth of communal 
organisations in post-1920 India. 1 have 


no hesitation in agreeing with Pandey that 
after 1920 communal organisations in 
India grew stronger and communal in¬ 
cidents became increasingly violent. But 
I would like to draw the line when Pandey 
says somewhat tantalisingly towards the 
end of his work that communal organisa¬ 
tions and mobilisation were ‘counter- 
constructs’ to secular mtionaiism (p 261). 
Is he blaming the secular national move¬ 
ment for the growth and development of 
communalism in India? Surely. Pandey 
carmot conclude that secularism is respon¬ 
sible for communalism, and yet this is 
what he seems to be saying (p 261). 

I think nuidey’s conclusion rests on two 
errors. The first is the over-valuation of 
community, as I had mentioned earlier, 
and the second is that Pandey does not 
pay the slightest attention to the colonial 
policy of 'divide and rule*. 

I need not argue against the first point 
in detail all over again except to point out 
that Pandey’s exaggeration of the com¬ 
munity and caste bondings is the source 
of his error yet again. In Pandey’s 
framework huger unities like a pan-Indian 
Hindu or Muslim community did not ex¬ 
ist in the 19th century, instead an under¬ 
standing of these supia-local identities 
had to be arrived at through caste, and via 
caste mobilisation (pp 198-200). In my 
view the anti-cow slaughter agitations, for 
example; could not have occurred without 
an idmtification with these huger unities. 
What is more, the identities that these 
unities engendered had to be; in addition, 
contrapuntally and antagonistically 
operationalised ail the way down to the 
local level, to the kinship level and tothe 
caste level. 

It is in this manner that castes become 
an active Mganisationai inincipic for the 
purposes of social mobilisation. Caste, 
through the horizontal linkages of caste 
associations, and through vertical linkages 
of patronage (an issue that is not suffi¬ 
ciently emphasised by Pandey), was often 
used with great success for communal 
campaigns. But how can one deduce Irom 
this, as nukley does, that the huger unities 
did not exist? 

Even the 1857 mutiny was organised 
locally along caste and kin lines, but this 
does not mean that the idea of an even 
larger unity, vjz, Hindustan, did not exist. 
In fact Pand^ criticises Dumont for just 
this (p 4). Though the locale and time 
period are different, Puidey’s view regar¬ 
ding the lack of a larger unity in the 
ideological formulations of 19th century 
resembles the Cambridge historians’ em¬ 
phasis on the local roots of the Indian 
National movement in the 20th century. 
ITie criticisms of the Cambridge School 
are too well known to be repeated here. 

It is because of his over-valuation of 
community and local ties that Pandey 


picks on the secular national movement 
and. in particular, its commitment to a 
cause that was both larger than and not 
subservient to caste, village and communi¬ 
ty ideruities (p 261). But neither were com¬ 
munal organisations like the RSS or the 
Hindu Mahasabha or even the Arya 
Samaj in any sense rural, local, or caste 
specific In fact they were urban phi'no- 
menon and had transgressed local unities 
like caste, village, etc, in order to 
strengthen the larger unity of Hindu- 
ness. In other words, Hindu communal 
organisations were not trying to build a 
traditional community spirit (howsoever 
misconceived this may be), but had found 
their forte in the urban world, which was 
already imbrued with a nationalist con¬ 
sciousness. In point of fact these organisa¬ 
tions did rather poorly at the rural level. 

But why did communal incidents in¬ 
crease after 1920? What happened dur¬ 
ing those years? Notwithstanding the 
Lucknow Pact, the policy of divide and 
rule began to take deep root in the Indian 
polity, especially after the unfortunate 
fall-out of the Khilafat movement 
and Chauri Chaura. The Montague 
Chelmsford reforms, which granted com¬ 
munal electorates, cast a long shadow in 
subsequent years and legitimised com¬ 
munal mobilisations as never before.' In 
spite of the fact that the Congress was by 
far the most popular organisation, the 
British kept insisting that Muslim League 
was on par with Congress—its ‘equal*. I 
realise that the above is not a stylish thesis, 
nor IS It novel, but perhaps it is more 
faithful to, and representative of, 
acknowledged historical facts. How such 
an obvious interpretation escaped f^ndey 
is rather perplexing, and can only be 
explained by his idealisation of pre¬ 
colonial community tics. 

In spite of these differences 1 have gain¬ 
ed a lot from Pandey’s work. In addition 
I have also benefited from and enjoyed 
many of his several acute insights and 
passing observations, which ari too many 
to be detailed here. In particular, 1 have 
found Pandey’s frequent and random il¬ 
lustrations of the changing nature of com¬ 
munal identity very satisfying and rich 
with contemporary relevance. For in¬ 
stance, way back in 1926 Oanesh Shankar 
Vidyarthi believed that the playing of 
music outside the mosque at the time of 
namaaz had become *8 matter of ‘dharma* 
(p 256): Fifty-six years later, for .some 
Hindus, it was again a matter of dharma 
to bring down the Babri mosque at 
Ayodhya. Quite obviously it is difficult to 
state in advance which elements will 
become salient at different points of time 
to sharpen one’s ethnic or religious iden¬ 
tity. This is an important analytical lesson 
which we should not readily forget in the 
heat of the tumultuos moment. 
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Rural Credit in a Market Regime 

ThuniaK A Tinibcr;^ 

Rural Credit Issues for the Nineties edited by Surjeet Singh; Oxford and 
IBM Co. Delhi. 1992. 


THIS book contains the proceedings of 
a national seminar on rural credit spon- 
sored by the Institute of Development 
Studies in Jaipur in August 1990 and at¬ 
tended by leading experts on issues affec¬ 
ting rural credit. The proceedings are 
fresh, accurate and stimulating, and 
reflect all the contradictions and dif¬ 
ficulties, as well as the accomplishments, 
of the national rural credit system. The 
background papers, including a first-rate 
keynote address by R N Malhotra, are all 
guile interesting; nevertheless.' one does 
wish that this volume contained more of 
the elements commonly found in a botrk. 
It includes an index, but has no biblio¬ 
graphy or consolidated statistical appen¬ 
dix. It docs, however, contain an e.xcellent 
summary of the seminar discussion by 
Surjeet Singh. 

Three of the contributors—C V Nair, 
Anil K Gupta, and G P Bhave—address 
general issues of rural credit, particularly 
the issues of sustainability and efficien¬ 
cy. B K Chose, K V Patel. D Rajasekhar 
and Vinod Vyasulu focus on particular 
sub-topics or case studies. Ghose and 
Patel discuss the statistics on the propor¬ 
tion of the agricultural population covered 
by the credit system and Rajasekhar and 
Vyasulu report on a survey of bankers and 
borrowers in the Pali district that details 
the reasons for the various problems in the 
Indian rural credit system. The authors 
state that even in the drought-stricken Pali 
district wilful default turns out to be the 
predominant cause of overdues. 

1 he book reflects the general contradic¬ 
tions in the Indian banking system, which 
have now reached a critical point, liwo 
banking correepts are simultaneously pre¬ 
sent in India. At times banks are perceiv¬ 
ed as 'mobilising' savings and ‘channel¬ 
ling’ them to priority sectors to achieve 
productive efficiency and economic equi¬ 
ty; at other times, tonks are perceived as 
commercial service firms that provide 
financial services to productive firms: 
farms, industries, and trade in general. 
Both banks as service firms, and farmers 
respond to market incentives. In no coun¬ 
try does either concept dominate totally. 
Those with the most laissez-faire view 
accept, in John Gurley’s words, that 
"banking is different’’, in return for a 
government-conceded monopoly of issue 
of check monies, banks have social 
responsibilities. They are so crucial that 
they cannot be permitted to fail as a 
whole. Consequently, some measure of 
prudential supervision and support is re¬ 
quired. But tiK most dirigisie of countries 


cannot ignore commercial sustainability. 
In order to function banks must remain 
liquid. Inflation and government subsidy 
can keep banks liquid under any cir¬ 
cumstances, but there are limits to how 
much inflation and subsidy can he 
tolerated. Con.scquently, banks must he 
sustainable, which means, among other 
things, that they must attract voluntary 
savings by paying competitive rates. 
Because the suppression of informal 
markets turns out to be difficult, banks 
have to compete with informal financial 
agents. "lb do so they mu.si offer com 
petitive rates, which are sometimes 
reasonably high. Banks must cover their 
operating expenses, meet their depositors’ 
demands, and make new loans. In order 
to conduct these activities, banks need to 
have old loans repaid—to recycle monies. 

The 1971 nationalisation of banks in 
India was sparked by a variety of motives, 
both political and economic, but there was 
a desire to channel savings for public pur¬ 
poses. The government of India is now 
even less able to sustain the levels of sub¬ 
sidy that would be required by the over- 
dues than it was in 1971. Even then it was 
granted that the channelling of funds was 
constrained by the requirements of com¬ 
mercial sustainability. The con.scnsus 
among the contributors to this book is 
that this nationalisation is no longer sus¬ 
tainable unless overdues are controlled, 
and that this control requires an element 
of political discipline that is not yet ap 
parent. Individual episodes of loan 
forgiveness ordcicd by the govemmctii 
have exacerbated borrower's general 
predilection to default on loans. Bhave 
argues that certain areas of the country 
do not have the inirastructure or ap¬ 
propriate political leadership to pennii 
banking. 

The situation is not so different in many 
other countries, including India's 
neighbours. Pakistan. Bangladesh, and Sri 
Lanka all have largely nationalised bank¬ 
ing systems, which have extended a con¬ 
siderable portion of their funds to pnority 
sectors, such as agiiculture, and to public 
sector firms. All ol these banking systems 
face high arrearage rates that endanger ihe 
sustainability of their banking systems, 
and they are moving to confront this 
banking crisis through increa.scd credit 
discipline, institutional strengthening and 
privatisation. They are also exacerbating 
their problems in what will seem very 
familiar ways to Indian observers; tor 
example. Bangladesh has had several 
episodes of government-ordered loan 
forgiveness. 


In. India, there are also grave doubts, 
expres.sed in this seminar, about whether 
the current channelling of savings is 
achieving the productive efficiency and 
equity desired. Everyone wants to increase 
market-driven allocutions of credit, have 
flexible interest rates, and the like, but 
everyone is also concerned with the alloca¬ 
tion ol credit to rur.!! markets. Whether 
the.se market allocations are consistent 
with serving thc'st* rural markets is unclear. 
The expanding private sector banks in 
Bangladcsli and elsevshcie in South .Asia 
have shown relatively little interest in rural 
lending. Informal markets continue to ex¬ 
ist, hut all indications point to a decline 
in the resources provided through them' 
and by them primaiily I'oi working capital 
needs. Undoiihtedls. a leiieai of the public 
sector hunks would lead to some revival 
of mioimal lending, hiii ii is douhtlul 
wheihei the iiiloiinal niaikei would make 
good the entile dilTeience Several alter¬ 
native models for providing rural .eiedit 
have been discus.scd, such as the one used 
by Philippine private banks and various 
onlending mode's being used in Sri l..anka 
and Indonesia, hut experience with such 
models is still limited. 

Regarding eqiiitv, (iiipta and Bhave 
discu.ss alternative models for assisting 
the poor, such as the Ciranieen Dank 
in Bangladesh and the use of non¬ 
governmental organisations (NCiOs) for 
greater effectivenc.ss Unfortunately, the 
f(Kus is still 'top down'; that is, the focus 
IS on how NGOs can help the hanks. 
There is no question ihai Nfids can help 
banks, but theii riiotivaiion is generally 
to help the borrower, and then relation¬ 
ship with the banks is insirumental only 
to that end The success oi the (iiaineen 
Bank is pailly due lo its mstiiiiiional 
interest in a sustainable credit system— 
the challenge for Indian banks is lo 
establish such an inieresi for the Nr.iOs. 

Moie gcnerallv. the weakness of 
Bangladesh hanks atid the governtnent in 
sciving the poor has resulted in the flower¬ 
ing of auionoriious organisaoons and 
NGOs thai undertake what might other- 
wi.se be banking and goveiniiient func¬ 
tions. The nunilK-r of these N( iOs is large 
and their total volume ol credii activity 
IS several times that ol the (iramcen Bank. 
Clarence Maloiiev and A B Sharfuddin 
Ahmed present u now-dated aceouni of 
these credit piogranunes in Ruril Savings 
and (.'redii in Hanglodesh (Univcisiiy 
Press of Bangladesh, Dhaka, I9KX). The 
relative stiengfh ol Indian banks, and 
governmeni and differential interest ta'cs 
(l)IK) III particular, is that they have 
limited the scope of NGO credit program¬ 
mes III India. Ciroups such as the Sell- 
Employed Women's Association (SEWA) 
and ihc Working Women's f-orurn (WWI-j 
have been exceptions rather than the lule 
tor NCi(.)s in terms of the centrality of 
credit in their pr-.igratnines. 
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Reforming Deficit Measurement: The 

Indian Case 

Anand P Gupta 

This paper reviews the major issues in the measurement of deficit and addresses the problem of ..aent 

of deficit in relation to India. 

The author presents a brief description of India’s public sector and discusses the present state oj ajjuu s rela¬ 
tion to measurement of India’s deficit before proceeding to address the issue of reforming deficit mas ament 
in India and to present his own estimate of India’s deficit. 


A MAJOR debate on the deficit issue has 
been on for quite some time, involving 
questions such as the following: Do 
i>:f:::its really matter? If they do, how 
should they be measured? Are deficits 
always a bad thing? If so, how should they 
be reduced—through tax increases, or 
through spending cuts? If through tax 
increases, which of the taxes need to be 
raised? If through spending cuts, which 
of the expenditures need to be slashed? 

There is a large body of literature 
[e g, Eisner and Piepci 1984; Fischer and 
Easterly 1990; Schultzc 1989], clearly sug¬ 
gesting that deficits do matter. Auerbach 
and Kotlikoff (hereinafter referred to as 
AK) however do not share this consensus. 
According to them, deficits, regardless of 
how they are measured, do not matter at 
all; . .any definition of ‘deficits'”, they 
assert, “is inherently arbittary from an 
economic perspective” (Auerbach and 
Kotlikoff 1987: 103]. They assert so 
because they firmly believe that govern¬ 
ments can manipulate the leporting of 
deficits, given their unlimited freedoms 
(a) lo label their receipts and payments 
any way they want and (b) to choose the 
timing of their receipts and payments in 
ways that have no economic effect. This 
IS how they have worded these freedoms; 
The deficit is an inherently arbitrary ac¬ 
counting construct for the very simple 
reason that the government is free to label 
Its receipts and payments any way it wants. 
When the government lakes in money 
from the private sector, it makes an ac¬ 
counting, not an economic, choice 
whether lo label those receipts ‘taxes' or 
'borrowing'. When it pays money out, it 
makes an accounting, not an economic, 
choice whether to label those payments 
'spending' or ‘return of principal plus 
interest'. Since the 'deficit' equals 'spen¬ 
ding' less ‘taxes', the 'deficit' loo is total¬ 
ly arbitrary (Kotlikoff 1988a: 488). 

In addition to choosing labels any way it 
wants, the government can chouse the lim¬ 
ing of its receipts and payments in ways 
that have no economic effect in the life 


cycle model, but that dramatically alter the 
measured deficit. For example, suppose 
the government announces a large lax in¬ 
crease this year coupled with a tax credit 
in the future equal to this year's extra tax 
plus interest (and payable to the estates of 
anyone who dies prior to claiming the 
credit). While nut changing the present 
value of anyone's taxes, the policy, depen¬ 
ding on the si/c of the additional tax, 
could eliminate ail outstanding govern¬ 
ment debt and permit the gbvernmeni to 
report an enormous surplus [Kotlikoff 
1988a: 489). 

These formulations of governments' 
freedoms prompt one to raise several ques¬ 
tions: Do governments really have such 
freedoms? If so, what is the available 
evidence on governments actually using 
them? In case available evidence does sug¬ 
gest that some governments have 
manipulated the reporting of the deficits, 
is it not possible to 'clean' the available 
official data and thus come up with 
reasonably meaningful estimates of the 
deficits? Further, how tong can a govern¬ 
ment manage to grossly misreport its 
deficits? With answers to these questions 
not available, it is difficult to agree with 
AK's position on deficits. Indeed, a 
careful examination of one of their recent 
papers [Auerbach. Gokhale and Kotlikoff 
1991] reveals that what they call the 
generational imbalance in fiscal policy is 
in effect a phenomenon which results 
from an imb^ance between a generation’s 
net payment and the government con¬ 
sumption expenditure attributable to that 
generation. Given this and given A^’s 
concern about the generational imbalance 
in fiscal policy, it iv hard to believe that 
deficits, regardless of how they arc 
measured, do not matter at all. 

Are deficits always a bad thing? Not 
necessarily. They need to be appraised 
realistically before anything about their 
economic effects cun be said. .And they 
cannot be so appraised unless they are 
properly measured. 

i'hcre is an additional rca.son why 


deficits need to be propcj; tred: 

properly measured deficits vaii t>t< ;i£ the 
concerned authorities witii tli ...ns to 

adequately monitor and the 

operations of the public s ci • 

The above consideratii.n. bow 

crucially important the .'c sure- 

ment issue is. The present p , 'sses 

this issue. It first briefly reviews,; . . '?tion 

I, the major issues in the me cat of 
the deficit and then addre.ss!’.s (.- . - '.e next 
three sections) the issue o:. e . ing the 
deficit in relation to one co ntr v - -1 ndia. 
Section II presents a brief desciiption of 
India's public sector, wit'- .' ctiun III 
reviewing the current situ afairs in 
relation to measurement ul IrdiaVs deficit. 
Section IV addresses the i.'^- I reform¬ 
ing deficit measurement u> India and 
presents our estimate of ;ndia's deficit. 
Finally, Section V presents .son..: con¬ 
cluding remarks. 

I 

iRHuea in MoaRUivint-nt of Iteficit 

The measurement of deficit involves 
handling three major issue.s. These relate 
to: definition of the deficit; ti.en.t.:! of ac¬ 
counting; and coverage of the public 
.sector. 

Dli iniiion oi Dl l! 

Although the deficit is il.t- .••ost wide¬ 
ly watched measure of fiscal ps-i formance 
and is used by a large numo.:' -if people 
as a major variable for e\v.;i,... :i.-g fcscal 
policy's economic effect*, ire.-.t: -.uf. dif¬ 
ferences in opinion on li .v- 'le deficit 
.should be defined. These d. <'i' i.i.'nal dif¬ 
ferences reflcc' differences in '..‘pluicui on 
the treaimeiit of .several items such as; 
capital outlays, capital receipts Iroin the 
sale ol public enterprises, contingent 
liabilities (e g, deposit instiiance, loan 
guarantees), and external grant.s. This has 
given rise to a major debate, involving 
issues such as the following; Should 
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capital outlays be included in expenditure? 
Should capital receipts from the sak of 
public enterprises be treated as a receipt 
(above the line) item or a financing (below 
the line) item? How should contingent 
liabilities be treated? Should external 
grant receipts be treated as a receipt item 
or as a financing item? 

The debate goes on. with there being 
no sign as yet of any consensus on how 
such issues should be addressed. This lack 
of consensus appears to have contributed 
to a distortion in the behaviour of many 
people, including those responsible for 
managing deficits. Indeed,' one comes 
across many cases claiming successes in 
substantially reducing deficits over 
relatively short periods. One has to be 
extremely careful in interpreting such suc¬ 
cess stories. 

This suggests an urgent need for an in¬ 
itiative designed to facilitate the develop¬ 
ment of a consensus on the treatment of 
certain items while calculating a country’s 
deficit. Our thinking on the issue is that 
all expenditures, including even gross len¬ 
ding, gross acquisition of financial assets, 
and retirement of debts ought to be taken 
into account for calculating a country’s 
public sector deficit, with capital receipts 
on account of loan repayments and sale 
of financial assets shown as financing 
items. This is so because the deficit is sup¬ 
posed to be a measure of public sector’s 
financing requirements and it cannot ade¬ 
quately perform this role if certain expen¬ 
ditures (or disbursements) arc ignor^ or 
if lending and acquisition of financial 
assets are shown on a net basis. 

As regards receipts from the sale of 
public enterprises, they ough.t to be treated 
as a below-ihc-line item, which means that 
they can only help finance the deficit, not 
reduce it. The point to note here is that 
selling public enterprises does not increase 
public savings; it simply changes the li¬ 
quidity composition of public assets. 

Further, given that contingent liabilities 
represent an increasingly significant in¬ 
strument of public policy with implica¬ 
tions for public spending, they certainly 
need to be recognised. At the same time, 
with contingent liabilities not being like 
liabilities due with certainty, they should 
not be treated explicitly. TIk appropriate 
treatment would be. to show them as a 
memorandum item, since by definition 
they reflect current policy commitmerus 
that may imply future transfers from the 
public sector.' 

Finally, external grant receipts ought to 
be treated as a financing item, on the 
ground that they represent discretionary 
financing by donors and therefore cannot 
be taken for granted. 


Method of Accountino 

The issue involved here is whether the 
deficit should be measured using the cash 
basis of accounting or the accrual basis 
of accounting. The two systems differ in 
their timing of counting revenues and ex¬ 
penditures. Thus, tax receipts under the 
cash basis of accounting are counted as 
they are collected, whereas under the ac¬ 
crual basis of accounting they are counted 
as they fall due. The same holds true for 
expenditures. Both the accounting 
methods should produce the same result 
if what accrues is received and paid dur¬ 
ing the same accounting period. But this 
may not happen, as a result of which there 
may be over short periods, substantial 
differences in the results produced by the 
two accounting methods. However, this 
may not matter much over longer periods 
if the time tags between accruals and ac¬ 
tual receipts and payments remain fairly 
constant. But the time lags may not 
remain constant. Indeed, under certain 
circumstances, there may be strong incen¬ 
tives for those managing a country’s 
public sector finances to pile up huge pay¬ 
ment arrears or to resort to other such 
gimmicks, in order to generate some 
predetermined numbers on the deficit. 
Given that many public sector officials 
currently face such incentives, there is a 
very strong case for calculating the deficit 
on accrual basis—that is, while cal¬ 
culating the deficit, one should take into 
account all revenues and expenditures 
which accrue and are actually received and 
paid for during a given accounting period, 
as also those revenues and expenditures 
which accrue but are not actually received 
and paid for during that accounting 
period. This means that, in order to avoid 
double-counting, those revenues and ex¬ 
penditures which do not relate to a given 
accounting period but arc actually receiv¬ 
ed and paid for during that period, should 
be ignored while calculating the deficit for 
that period. 

What needs stressing is that a use of 
public resources ought to be recognised at 
the time when that use occurs rather than 
when it is paid for. This ensures that an 
activity involving use of public resources 
gets reflected in public spending, and 
thereby in the deficit, close to the point 
of control rather than when it is actually 
paid for. Viewed thus, the deficit is enabl¬ 
ed to serve an extremely useful purpose: 
that of providing a measure of the future 
financing requirements of the resources 
used in the current period. 

Coverage of Public Sector 

Although the term ‘deficit’ is used very 
widely, the numbers on deficit that one 
confronts are often not comparable: in 


one case the numbers may relate to the 
deficit of the centtal government; in 
another case they may relate to the con¬ 
solidated deficit of the central and state 
governments; in still another case they 
may relate to the deHcit of the general 
government; in still another case they m^ 
relate to the consolidated defidt of the 
general government and certain other 
public entities (e g, non-finandal public 
enterprises); and so on. One also generally 
finds that the narrower the coverage of 
public sector, the easier it is to manipulate 
a change in the deficit. Thus, if the 
coverage is limited to, say, the central 
government, those responsible for manag¬ 
ing its finances can r^uce the defidt by, 
say. simply slashing the central govern¬ 
ment’s budgetary support for some other 
public entities in the country, with the af¬ 
fected public entities enabled (through 
spedally designed tax expenditure provi¬ 
sions) to finance the resulting deficiency 
through borrowings. The point to note is 
that although gimmicks such as this, 
which are fairly common, do reduce the 
deficit of cerrain public entities (e g, that 
of the central government in the above 
example), they do not reduce a country’s 
public sector deficit. Indeed, to the extent 
such gimmicks raise the public sector’s ef¬ 
fective cost of raising resources, they only 
add to a country’s public sector deficit. 
Given all this, there is a strong case for 
enlarging the coverage of public sector 
when calculating a country’s defidt—that 
is, it should cover all public entities (cen¬ 
tral government, state governments, local 
governments, all financial and non- 
financial public enterprises (including the 
central bank), and other public entities 
(such as India’s Oil Co-ordination 
Committee). 

11 

India's Public {Hector 

India’s public sector is large and diverse 
it consists of thousands of public entities 
which can be divided into five groups: 
central government, state and union ter¬ 
ritory governments, local authorities, 
public enterprises, and other public 
entities. 

Central Government: The central govern¬ 
ment is the largest public entity in India. 
Its total expenditure currently adds up to 
17.3 per cent of GDP, with current expen¬ 
diture accounting for as much as three- 
fourths and capital expenditure for the re¬ 
mainder. Of the total current expenditure, 
interest payments alone account for over 
one-third, with defence, police, pensions 
and subsidies accounting for another’over 
one-third. 

State and Union Territory Governmeniy. 
The 2S state and 7 union territory govern- 
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ments constitute a major group of public 
entities in India. These entities’ expen¬ 
ditures currently add up to roughly 16 per 
cent of GDP, with current expenditures 
accounting for over four-fifths and capital 
expenditures for the remainder. Of the 
total current expenditure!;, social and 
economic services account for nearly two- 
thirds. with interest payments accounting 
for the remainder. 

Local Authorities-. The local authorities’ 
population runs into thousands. Their ac¬ 
tivities include building and maintenance 
of local roads as also creation and 
maintenance of local infrastructure re¬ 
quired for water supply, sewerage, 
drainage and sanitation, street lighting, 
solid waste disposal, primary education, 
primary health, and such other services. 
The local authorities’ consumption expen¬ 
diture currently adds up to roughly 0.6 per 
cent of GDP and to 10.8 per cent of 
general government’s total consumption 
expenditure. 

PuMk- Enterprises. In India, public enter¬ 
prises have been categorised into depart¬ 
mental enterprises and non-departmental 
enterprises. Departmental enterprises are 
un-incorporated enterprises owned, 
controlled and run directly by public 
authorities. The criteria follow^ to 
distinguish public enterprise activity from 
public admini.stration activity are: use of 
commercial accounting methods to deter 
mine financial performance, and control 
ol productive capital in the form of equip¬ 
ment such as machines, plants and stocks. 
Non-departmental public enterprises com¬ 
prise: (a) government companies (in which 
nut less than SI per cent of the paid-up 
capital is held by the central government 
or a state government or partly by the cen¬ 
tral government and partly hy one or more 
state governments), and subsidiaries of 
government companies; and (b) statutory 
corporations set up under special enact¬ 
ments of parliaments or state legislatures 
(such as Oil and Natural Gas Commis¬ 
sion, Damodar Valley Corporation, State 
Electricity Board, etc). Non-departmental 
public enterprises include both financial 
and non-financial enterprises [see Govern¬ 
ment of India. 1983]. 

Public enterprises, currently numbering 
over 1.000 account (or .substantial invest¬ 
ment in India—8.3 per cent of GOP in 
1989-90, for example. They also account 
for all public sector saving in the coun¬ 
try. Indeed, with the general government 
saving in the negative, public enterprise 
saving substantially exceeds total public 
sector saving—in 1990-91, the latest year 
for which the relevant data are currently 
(January 1993) available, public enterprise 
saving added up to 3.9 per cent of GDP, 
general government saving to - 3 per cent 
of GDP and, as a result, public sector 
saving to 0.9 per cent of GDP. 


Other Public Entities. This group includes 
public entities not covered under any 
of the above groups,* such as Steel 
Development Fund and Oil Co-ordination 
Committee. 

Ill 

MvaBurement uf Ueficit: 

Current State of Affairs 

There are several sources for data on 
India’s public sector finances (viz. Govern¬ 
ment of India’s Ministry of Finance; 
Reserve Bank of India (RBI); Central 
Statistical Organisation (C^); and Inter¬ 
national Moneury Fund (IMF)), but none 
of them measures the country’s public 
sector deficit the way it ought to be 
measured. Take, for example, the Ministry 
of Finance (MOF). The MOF every year 
issues three documents which, among 
other things, contain data on the deficit: 
Budget at a Glance, Economic Survey. 
and Indian Economic Statistics: Public 
Finance. There have been three problems 
with the deficit data available in these 
documents. First, the definition of deficit 
has suffered from one major limitation: 
it has treated what in effect are below-the- 
line or financing items (e g. domestic bor¬ 
rowings) as above-the-line or revenue 
items. 

Second, the deficit has been measured 
using the cash basis of accounting, as a 
result of which the deficit data do not 
reflect the true deficit—in the sense that 
they do not take into account, for exam¬ 
ple, the public sector’s substantial capital 
losses on external debt that have accrued 
as a result of the recent depreciations of 
the rupee. More on this point later in the 
paper. 

Finally, the coverage of the public sec¬ 
tor is relatively narrow, with none of the 
three documents covering all public 
entities. 

The MOF has recently (1991) reformed 
the measurement of deficit. It has in¬ 
troduced a new measure of deficit, called 
overall public sector deficit, and has 
defined it to include “the Union Govern¬ 
ment, the Oil Co-ordination Committee 
(OCC), Stales, Union iCTritories and 
internal and extra-budgelary resources of 
central and state enterprises for financing 
their capital oipendiiuie^ {Government of 
India 1992a: IS9|. I'his is not the proper 
way of defining a deficit measure. Our in- 
lerpretaiioh of the MOF’s formulation is 
as follows: overall public sector deficit - 
total receipts and grants of the central, 
state and union territory governments r 
recoveries of loans advanced by these 
public entities + public enterprises’ inter¬ 
nal resources for financing their Plans + 
Oil Co-ordination Committee’s surplus/ 
deficit + other receipts (e g, proceeds 


from disinvestment of equity in public 
enterprises) - total expenditure of the 
central, state and union territory govern¬ 
ments - public enierpri.scs’ Plan outlay 
financed through sources other than 
budgetary support. As can be seen, the 
reform relates to the definition of deficit 
as also to the coverage of public entities. 
This is certainly a development in the right 
direction. But one may assert that even 
with this positive development, all is not 
well with the way the MOF currently 
measures the deficit, indeed, the MOF’s 
reformed measure of the deficit suffers 
from four niajoi deficiencies: (a) it treats 
certain below-ihe-line items (c g, proceeds 
from the disinvestment of equity in public 
enterprises) as abovc-thc-line items; (b) it 
continues to be based on the cash method 
of accounting; (c) it docs not cover all 
public entities; and (d) it relies on the con¬ 
ceptually weak concepts of internal 
resources (IR), budgetary support (BS) 
and extra-budgetary resources (EBR) 
which can be manipulated to geiferate 
grossly distortionary outcomes; a public 
enterprise with retained profits and 
depreciation equal to its Plan outlay in a 
year may be reported as entirely relying 
either on BS or on EBR for financing its 
Plan outlay, or partly on BS and partly 
on EBR;' similarly, a public enterprise 
with a cash loss in a year may sell some 
of its old a$.sets and may thus be reported 
as financing its entire Plan outlay during 
that year out of IR. These deficiencies 
have allowed the policy-makers and their 
advisers to either resort to some gimmicks 
designed to reduce the deficit without 
much or any fiscal correction, or to 
straightaway conceal the magnitude of the 
deficit. Such actions have seriously 
damaged the credibility of the MOF’s 
deficit data. The following examples elo¬ 
quently illustrate the point being made 
here. 

The first example ielate.s to the scheme 
of partial disinvestment of the Govern¬ 
ment of India’s holdings in the equity 
capital of selected central public enter¬ 
prises to public financial iii.stitutions 
which the MOF's new deficit measure 
does not cover. (The MOF's new deficit 
measure dues cover public entet prises, but 
not all of them—it covers only those 
public enterprises whose - outlays get 
included in a given year'.s Plan outlay.) 
The policy makers have treated the pro¬ 
ceeds from such disinvestment as a receipt 
item and. as a result, claim to have reduc¬ 
ed both the Government of India’s fiscal 
delicit as also the country’s overall public 
sector deficit. Apart from the fact that this 
is not the correct treatment, the point to 
note here is that the scheme does ndt ad-, 
dress the issue of low and declining public 
savings which is the principal cause of 
India’s deficit problem. All that the 
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scheme does is that it changes the intra¬ 
public sector holdings of rinancial assets, 
with the result that rather than the 
Government of India borrowing money to 
finance its deficit, it is the public finan¬ 
cial institutions which end up doing the 
borrowing in order to finance the acquisi¬ 
tion of the concerned public enterprises' 
equity. Indeed, to the extent the public 
financial institutions* effective cost of 
raising resources is higher thdn that for 
the Government of India, the scheme only 
adds to the country’s public sector deficit! 

The second example relates to the 
policy-makers’ recent decision to ask the 
RBI to substantially raise the transfers of 
its profits to the Govo-nment of India— 
the RBI’s profits transfers amounted to 
Rs 2.1 billion a year until 1990-91, and 
Rs 3.S billion in 1991-92, but the Hgure 
budgeted for 1992-93 is as much as Rs IS 
billion. With the MOPs new deficit 
measure not covering the RBI, this has 
allowed the policy-makers to claim to have 
reduced both the Government of India’s 
fiscal deficit aqd the country’s overall 
public sector deficit for 1992-93. But what 
the policy-makers have done cannot be 
regarded as a fiscal correction measure—it 
is a pure and simple accounting gimmick, 
in the sense that what appears as a gain 
in the Government of India’s books is off¬ 
set. rupee lor rupee, by a reduction in the 
RBI’s retained profits. Which clearly 
means that the gimmick docs not do any 
thing at all to reduce the country’s public 
sector deficit. 

Our final example relates to public sec¬ 
tor’s capital losses on external debt. Such 
a loss arises when, as a result of exchange 
rate depreciation, the local currency value 
of a public entity’s own-account foreign 
borrowing goes up. It also arises when a 
public entity intermediates between an 
external lender and a domestic borrower, 
with (he public entity taking the foreign 
exchange liability and passing on the 
external funds in the form of a local cur¬ 
rency loan at an interest rate not high 
enough to cover (a) the external interest 
rate inflated by the exchange depreciation 
and (b) the premium required to fully off¬ 
set the capital loss. 

As things stand, in India the central 
government and o'hcr public entities 
(c g, RBI) have suffered huge capital 
losses in rupee terms on external debt. Ac¬ 
cording to the Policy Group on External 
Debt Statistics of India (Reserve Bank of 
India 1992), the total capital loss resulting 
from depreciation of the Indian rupee bet¬ 
ween March 31 and December 31. 1991 
alone added up to Rs 379.4 billion, 6.2 per 
cent of GDP, most of which was suffered 
by public entities, with the Government 
v>l India alone accounting for as much as 
66.K per cent. With capital loss on public 


entities’ external debt akin to an increase 
in public spending on deferred payment 
basis, the public sector deficit implications 
of such a massive loss are obvious. But 
the MOF’s new deficit measure does not 
even recognise this point, not to talk of 
making an adjustment for it. 

One conclusion emerges from the 
foregoing discussion: lack of an ap¬ 
propriate definition of the deficit, lack of 
an appropriate accounting method for 
counting public revenues and expen¬ 
ditures, lack of comprehensiveness in the 
coverage of public entities, and lack of 
credibility of the regime of IR. BS and 
EBR rather badly weaken the usefulness 
of the MOF's deficit data. The RBI data 
on the central and state government 
finances are equally weak. The IMF data, 
available in its Government Finance 
Statistics Yearbook, also suffer from 
major limitations—they do not, for exam¬ 
ple, cover local authorities and public 
enterprises. 

As regards the CSO data, they too are 
deficient; even so, they are probably the 
best data cunently available and, if handl 
ed with sufficient caution, cun serve as a 
useful building block for generating 
reasonably good estimates of India’s 
public sector deficits. This is what the next 
section proposes to do. 

IV 

Eatimalion of India's l*ultli<* 
Sretor Deficit 

Data Uskd 

The CSO publishes, in its annual 
National Accounts Statistics, a .set of three 
accounts to depict various transactions of 
the different components of India’s public 
sector. These accounts are: production ac¬ 
count; income and outlay account; and 
capital finance account. Of the data 
available in these three accounts, those in 
the capital finance account are the most 
relevant for the estimation of public sec¬ 
tor deficits: the capital finance accounts, 
among other things, provide information 
on total public expenditure (by way of 
gross investment, net acquisition of finan¬ 
cial assets and capital transfers to other 
sectors and to the rest of the world); and 
thereby help assess the magnitude of the 
public sector’s financing requirements.’ 

The CSO currently publishes, as part 
of its 1980-81 Nation^ Accounts Statistics 
(NAS) series, five separate capital finance 
accounts for: railways, communication, 
administrative departments including 
departmental enterprises other than 
railways and communication, non- 
departmental non-financial enterprises, 
and non-departroental financial enter¬ 
prises. These five accounts are available 


for each of the years beginning 1980-81, 
with 1989-90 currently being the latest 
year. The CSO started publishing the five 
accounts in 1988 in modification of its 
earlier practice of publishing, as part of 
the 1970-71 NAS series, only three capital 
finance accounts—for general govern¬ 
ment, for non-departmental non-financial 
enterprises and for non-departmental 
financial enterprises. What this means is 
that the CSO now compiles separate 
capital finance accounts for the depurt- 
mciital enterprises of railways and 
communication^ which, under the 
1970-71 NAS scries, weic merged with the 
other departmental enterprises and a com¬ 
bined capital finance account for the 
general government was compiled. The 
three accounts (under the 1970-71 NAS 
series) are available for each year, ending 
1984-85. Thus, both sets of capital finance 
accounts are available for 1980-81, 
1981-82, 1982-83, 1983-84 and 1984-85. 

Also available is a 1983 CSO publica¬ 
tion, entitled Thmsactions of the Public 
Sector, 1960-61 — 1979-80. which, among 
other things, contains as many as 19 
capital finance accounts—four for general 
government (local authorities, state 
governments, central government, and 
combined general government); eleven for 
non-dtpartmental non-financial entci- 
prLses (agriculture, mining, manufactur¬ 
ing, construction, electricity, air transport, 
water transport, road transport, trade, 
hotels and restaurants, other services, 
and combined non-departmental non- 
financial enterprises) and four for non- 
depanmental financial enterprises (bank¬ 
ing, including RBI, non-banking financial 
enterprises other than insurance, in¬ 
surance; and combined non-departmental 
financial enterprises). These capital 
finance accounts, compiled in accordance 
with the methodology adopted for the 
1970-71 NAS series, arc available for a 
20-year period, 1960-61 to 1979-80. 

Although considerable cure and effort 
go into the preparation of the CSG's 
capital finance accounts (and for that 
matter into the preparation of production 
and income and outlay accounts also) so 
as to come up with economically mean¬ 
ingful data, the massive capital finance ac¬ 
counts data that arc currently available, 
suffer from two limitations. First, the 
capital finance accounts, drawn up in ac 
cordance with the methodology adopted 
for the current (1980-81) NAS scries, arc 
not comparable with those drawn up on 
the basis of the methodology used for the 
1970-71 NAS series. Second, some ol the 
capital finance accounts data, as thc^’ ciir- 
rentlv stand, arc weak in certain respects 
and therefore cannot be taken at their face 
value. 
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CompatabUity between Capitol 
Finance Accounts 

The capital finance accounts issued by 
the CSO under its current NAS series are 
not comparable with those issued under 
its 1970-71 series. This is so because of the 
differences in the methodologies used for 
the two series. These differences largely 
relate to treatment of: consumption of 
fixed capital, or depreciation; and losses 
of certain departmental public enterprises. 
Theaimenl of Depreciation: The 1970-71 
series did not provide for any depreciation 
on the general government's Fixed assets. 
As regards the public enterprises’ fixed 
assets, ail that the 1970-71 series provided 
for was depreciation based on their 
historical costs, not on their replacement 
costs. These deficiencies had resulted in 
an underestimation of depreciation and 
overestimation of net saving of the public 
sector. The 1980-81 series takes care of the 
deficiency as it relates to public enter¬ 
prises, by providing for depreciation based 
on the independently arrived estimates of 
fixed capital stock and apected life of 
each type of assets using the perpetual 
inventory method as recommended by the 
United Nations System of National Ac¬ 
counts, 1968. 

Theatmeni of Losses: Under the 1970-71 
series, losses of printing presses (including 
security presses) and ordnance factories 
were treated as government Final con¬ 
sumption expenditure. This had resulted 
in an underestimation of the general 
government’s saving and overestimation 
of the departmental public enterprises’ 
saving. The 1980-81 series takes care of 
this di^ortion by treating the above losses 
the way they ought to be. However, a 
major distortion still continues. This 
relates to the treatment of irrigation losses 
as imputed irrigation subsidy, and not as 
pan of the public enterprises’ losses. With 
irrigation losses budgeted at Rs 22.1 
billion (0.4 per cent of GDP) for 1991-92, 
up from the actual losses of Rs 8.7 billion 
(0.3 per cent of GDP) in I98S-86,’ such 
a treatment has the effret of substantially 
underestimating the public enterprises’ 
losses. One wonders why the CSO con¬ 
tinues with such a treatment. 

Having said all this about the lack of 
comparability between the capital Finance 
accounts issued under the CSO’s current 
and 1970-71 series, it must be noted that 
this limitation has no effea whatsoever on 
measurement of the total public sector 
deficit: underestimation, by a certain 
amount, of depreciation on the genera) 
government’s and public enterprises’ fixed 
assets, offset by overesiimation of their 
net saving precisely by that amount, does 
not make any difference to gross saving 
of the public .sector; similarly, under¬ 
estimation of the general government’s 


saving by a certain amount, offset by 
oveiestimation of the departmental public 
enterprises’ saving precisely by that 
amount, does not make any difference to 
total saving of the public sector. This sug¬ 
gests that we can go ahead with using the 
CSO’s capital Finance accounts data as a 
building block for estimating India’s 
public sector deficit. 

Credibility of Capital Finance 
Accounts 

Apart from the issue of their com¬ 
parability. the CSO data also lack 
credibility, in the sense that they do not 
fully reflect the following: public .sector’s 
capital losses on external debt resulting 
from the substantial exchange rate 
depreciation in recent years; and opera¬ 
tions of certain public entities (e g. Oil Co¬ 
ordination Committee and Steel Develop¬ 
ment Fund). 

Public Sector’s Capital Losses on Exter¬ 
nal Debt: Given the substantial exchange 
rate depreciation in recent years, the 
Government of India and other public en¬ 
tities (e g, RBI) have suffered huge capital 
losses in rupee terms on external debt. The 
cumulative losses on external debt suf¬ 
fered by the Government of India alone 
added up to Rs S48.2 billion. 9 per cent 
of GDP, at the end of Decemter 1991 
(Ihble I). If the losses suffered by the rest 
of the public sector (including the ones at¬ 
tributable to the interest accrued on 
fbreign currency denominated non¬ 
resident deposits) are included, the figure 
would be still higher. To the extent the 
concerned public entities recognise these 
losses and provide for them in their ac¬ 


counts, the losses do get reflected in the 
CSO data. But ail the concerned public 
entities do not do so. with the Govern¬ 
ment of India being one of them. As a 
result, a substantial proportion—over 
two-thirds—of the capital loss on public 
entities’ external debt fails to get refiected 
in the CSO data. And with this loss akin 
to an increase in public spending on defer¬ 
red payment basis, its implications for the 
country’s public sector deficit are obvioui. 
Operations of Certain Public Entities 
(e g, OH Co-ordination Committee and 
Steel Development Fund: The CSO’s 
estimates of public sector saving do not 
reflect the operations of certain public en¬ 
tities such as the Oil Co-ordination Com¬ 
mittee and Steel Development Fund. 
Given that these two entities alone ac¬ 
count for substantia) surpluses/deficits, as 
indicated below, one is at a loss in com¬ 
prehending the rationale behind the CSO’s 
exclusion of their operations. 

Oil Co-ordination Committee: A major 
function of the Oil Co-ordination Com¬ 
mittee (OCC), set up vide the Government 
of India’s Resolution PPD/OPC/lR/75 
of July 14, 1975, is to administer the 
following pool accounts: Crude Oil Price 
Equalisation Account, Cost and Freight 
Adjustment Account, Product Price Ad¬ 
justment Account. Freight Surcharge Pool 
Account, Dealers Commission Account, 
Sales Tax Pool Account, Adventitious 
Gains/Losse*: Account, and Interest on 
Delayed Pool Settlements Account. The 
Government of India’s several policy in¬ 
terventions in producer and consumer 
prices of crude oil and petroleum products 
have resulted in these accounts producing 
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External Debt Outstanding 

Capital 

Cumulative 


At Historical 

At Ybar-End 

Loss on 

Capital Loss 


Exchange Rates 

Exchange Rales 

External Debt 

On External Debt 
(Col 3 - Col 2) 


2 

3 

4 

5 

1980-81 

112.98 (8.31) 

1.34.79 (9.91) 

NA 

21.81 (1.60) 

1981-82 

123.28 (7.72) 

154.45 (9.67) 

9.36 (0.56) 

31.17 (1.95) 

1982-83 

136.82 (7.65) 

175.77 (9.87) 

7.78 (0.44) 

38.95 (2.19) 

1983-84 

151.20 (7.28) 

202.14 (9.74) 

11.99 (5.78) 

50.94 (2.45) 

1984-85 

166.37 (7.19) 

240.04 (I0..36) 

22.73 (0.98) 

73.67 (3.18) 

1985-86 

181.53 (6.92) 

266.38 (10.16) 

11.18 (0.43) 

84.85 (3.24) 

1986-87 

202.99 (6.93) 

323.12 (11.03) 

35.28 (1.20) 

120.13 (4.10) 

1987-88 

232.23 (6.97) 

365.78 (10.98) 

13.42 (0.40) 

133.55 (4.01) 

1988-89 

257.46 (6.53) 

468.38 (11.88) 

77.37 (1.96) 

210.92 (5.35) 

1989-90 

283.43 (6.29) 

541 00 (12.01) 

46.65 (1.04) 

257.57 (5.72) 

1990-91 (RE) 

318.31 (6.01) 

660.17 (12.47) 

84.29 (1.59) 

341.86 (6.46) 

1991-92 

351.22' (5.77) 

899.45^ (14.77) 

206.37 (3..39) 

548.23 (9.00) 


Notes : Figures within brackets ate percentages to respective GDPs. 

NA; not available, RE: revised estimates. 

1 Budget estimate for 1991-92. 

2 External debt outstanding on December 31, 1991 at that day’s exchange rate. 
Sources: Government of India, Economic Survey 1989-90 {Nevn Delhi, 1990), Ikble 6.7; Govern¬ 
ment of India. Economic Survey 1991-92, Part II (New Delhi. 1992), Table 2.7; and 
Reserve Bank of India. Report of Mky Croup and Task force on External Debt Statistics 
of India (Bombay, 1992), Table 5A. 
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Mbttantiil surpluses/dendts for the (XX 
in recent years. Fbr example, in 1986-87 
the OCC reported a surplus of Rs 23.9 
billion, wheiw in 1989-90 it h«l a deficit 
of Rs 25 billion (Ihble 2). With public sec¬ 
tor saving steadily declining and with the 
OCC also now reporting deficits, what 
this suggests is that if the OCCs opera¬ 
tions are taken into account, India’s public 
sector saving would be still lower than that 
reported by the CSO. Indeed, given the 
substantial surpluses that the OCC was 
generating until recently, the erosion in 
India’s public sector saving would have 
been sharper had the CSO taken the 
OCC’s operations into account. One 
therefore wonders why the CSO continues 
to exclude the OCC from its coverage of 
public entities—and thereby allowing the 
credibility of its data to suffer. 

Sieel Development Fund: The Steel 
Development Fund (SDF) is another 
public entity which the CSO continues to 
exclude from its coverage. The SDF 
generates a saving, with its source lying 
in a development surcharge on steel pro¬ 
ducts, currently being collected at rates 
ranging between Rs 400-500 per ton. Due 
to the non-availability of the required 
data, one docs not know how much the 

Tabi.f 2: On C'o-oruination Committfe'S 
Sdkpi iisFs/DF.n<'iTS 

(Rupees billion) 


Oil Co- Toial Public Sector 


ordinal ion Saving as Currently 
Commii- Reporicd by the CSO 
lee's Sur- Gross Net 

pluses/ 

Deficits 

1983 84 

12.00 

67.81 


-12.75 


(0.58) 

(3.27) 


-0.61) 

I984-S5 

8.50 

65.26 


28.82 


(0.37) 

(282) 


-1.25) 

1985-86 

14.70 

84.57 


29.31 


(0.56) 

(.3.22) 


-1.18) 

1986-87 

23.90 

80.02 


50.96 


(0.86) 

(2.73) 


-1.74) 

1987-88 

14.10 

72.23 

- 

-77.05 


(0.42) 

(2.17) 


-2.31) 

1988-89 

12.90 

81.39 


-84.10 


(0.33) 

(2.06) 


-2.13) 

1989-90 

-25.00 

70.54 

- 

138.13 


(-0.55) 

(1.57) 


3.07) 

1990-91 

12.50 

46.90 

- 

193.85 


(-0.24) 

(0.89) 

( 

3.66) 

1991-92 (RE) -11.00 

NA 


NA 


(-0.18) 





Notes : Figures within brackets are percen¬ 
tages to respective GDPs. 

Rh: revised estimate. 

NA: not available. 

Sourcer. Government of India, National Ac¬ 
counts Statistics 1991 (New Delhi. 
1991), Statement 30; Government of 
India, National Accounts Statistics 
/992 (New Delhi. 1992), Statement 30; 
and The World Bank (1988). 


SDF’S saving amounts toy but there is 
reason to believe that it is not so insignifi¬ 
cant lhat the CSO can justifiably ignore it. 

PatSENTATtON OF RESUI.TS 

Having examined the different aspects 
of the CSO data, we may now estimate 
India’s public sector deficit. We do this in 
three phases. We first consolidate the 
capital finance accounts of: railways; 
communication; administrative depart¬ 
ments including departmental public 
enterprises other than railways and com¬ 
munication; and non-departmental, non- 
financial public enterprises. This exercise 
yields what may be termed as ’unadjusted 
deficit of general government and public 
enterprises other than non-departmental 
financial public enterprises’. We then, in 
the second phase, consider the issue 
relating to non-departmental financial 
public enterprises' deficit and come up 
with what may be termed as ’unadjusted 
public sector deficit’. Finally, in the third 
phase, we make some appropriate adjust¬ 
ments to take care of the CSO data’s 
weaknesses (discussed in sub-section 
above captioned ’Credibility of Capital 
Finance Accounts’), and thus come up 
with our estimate of India’s public sector 
deficit. 

Given the uniqueness of our method¬ 
ology to measure India’s public sector 
deficit, we would very much like to test 
it out. In view of this, we are presently 
focussing only on 1989-90, the latest year 
for which the CSO’s public sector capital 
finance accounts are currently (January 
1993) available. 

Consolidation of Capital Finance 
Accounts of Railways, Com¬ 
munication, Departmental Public 
Enterprises Other than Railways 
and Communication, and Non- 
departmental Non-financial Public 
Enterprises. 

Table 3 presents a consolidation of the 
above four public sector capital finance 
accounts for 1989-90. It shows that the 
total expenditure of the general govern¬ 
ment and public enterprises (other than 
non-departmental financial public enter¬ 
prises) on account of gross investment, net 
acquisition of financial assets and capit il 
transfers amounted to Rs 774.6 billion 
(17.2 per Cent of GDP) in 1989-90, and 
that with gross saving amounting to mere¬ 
ly Rs 15.2 billion (0.3 per cent of GDP), 
these public entities’ deficit in that year 
amounted to Rs 759.4 billion (16.9 per 
cent of GDP). 

Non-departmental Financial Public 
Enterprises' Deficit 

As regards non-departmental financial 
public enterprises’ (NFPEs’) deficit, what 
needs to be noted is that, given these 


enterprises’ business of borrowing and 
lending money, the financial assets that 
they acquire in the process need to be 
treated differently than the ones acquired 
by other public entities—they need to be 
excluded while assessing NFPEs’ con¬ 
tribution to public sector deficit. However, 
to the extent the financial assets acquired 
by NFPEs are of questionable quality, an 
appropriate adjustment for this ought to 
be made. Such an adjustment will ob¬ 
viously have the effect of lowering 
NFPEs’ saving which, in turn, will have 
adverse implications for their contribution 
to the public sector deficit. 

Available evidence suggests lhat 
NFPEs' non-performing assets add up to 
substantial sums. Take, for example, the 
public sector banks; their bad debts 
amount to roughly Rs 80 billion, 1.3 per 
cent of GDP. The bad debts of many of 
the remaining NFPEs (e g. State Finan¬ 
cial Corporation.s, State Indu.strial 
Development Corporations) also add up 
to substantial amounts. 

The question then arises: do the CSO’s 
data on NF'PEs’ saving reflect a proper 
adjustment for the non-performing assets 
in their portfolio'/ There is reason to 
believe that the answer to this question 
may be in the negative. As a result, we are 
not using the CSO’s data for estimating 
NFPEs’ contribution to India’s public sec¬ 
tor deficit. Given the current state of 
India’s financial sector, a lot of work 
needs to be done in order to come up with 
a reasonably good estimate of NFPEs’ 
deficit. And we are not in a position to 
do the required work at this stage. Under 
the circumstances, we have for the time- 
being taken as if NFPE-.s make no con¬ 
tribution to India’s public sector deficit.*’ 
Given this, the unadjusted public sector 
deficit.for 1989-90 can also be put at 
Rs 759.4 billion (16.9 per cent of GDP)— 
the same figure as that lor unadjusted 
deficit of general government and public 
enterprises other than non-departmental 
financial public enterprises. 

Adjustments to Take Care of the CSO 

Data’s Weaknesses 

Given our di.scussion in subsection 
4.1.2, two adjustments to our estimate of 
India’s public .sector deficit are called for. 
The first relates to the public sector’s 
capital losses on external debt and the se¬ 
cond to the OCC’s surpluses/dcficits and 
the SDF'’s saving. Following the discussion 
in subsection above captioned ’Public 
Sector’s Capital Losses in External Ac¬ 
count’, the public sector’s 1989-90 capital 
losses on external debt can be put at at 
least Rs 46.7 billion, I per cent of GDP. 
1 his needs to be added to our estimate of 
the unadjusted public sector deficit. The 
OCC’s deficit in 1989-90 amounted to 
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Rs 25 difh'on, 0.6 per cent of GDP. With 
Ihe data on the SDFs saving curicnily not 
available, India's public sector def icit for 
1989-90 can for the timebeing be put at 
Rs 83I.J billion. 18.4 per cent of GDP. 
This is substantially larger than the MOF’s 
estimate of overall public sector deficit 
(Rs 574.9 billion, 12.8 per cent of GDP) 
for that y??'. 


Concluding Remarka 

Two i ointt can be made here. First, the 
measure deficit, in order that it can 
serve both cs a meaningful basis for ap¬ 
praising tttc public sector’s impact on the 
economy !).nd as a device with which to 


adequately monitor and control (he 
operations of the public sector, must be 
comprehensive—in the sense that it must 

(a) take into account all expenditures; 

(b) take into account all revenues and ex¬ 
penditures which accrue and are actually 
received and paid for during a given ac¬ 
counting period, as also those revenues 
and expenditures which accrue but are not 
actually received and paid for during that 
accounting period; and (c) cover all public 
entities in a country. Such a measure of 
deficit goes beyond measuring public sec¬ 
tor's borrowing requirements (PSBR); in¬ 
deed, It boils down to a mwute of public 
sector’s financing requirements (PSFR) 
resulting from public policy decisions 
taken during a given accounting period. 


Table 3: Consolidation of Puai.ic Sector Capital Finance Accounts for 1989-90 

(Rupres billion) 


Railways 

CommuR 

' Administ¬ 

Non- 

General 


ration 

rative 

Depari- 

Govern¬ 



Depart¬ 

mental 

ment and 



ments in¬ 

Non- 

PEs other 



cluding 

Financial 

than Non- 



Departmen¬ 

Public 

Depart men¬ 



tal PEs 

Enter¬ 

tal Finan¬ 



other than 

prises 

cial PEs 



Railways 





and 





Communi¬ 





cation 



2 

3 

4 

5 

6 


1 Gross investment 

30.69 

22.69 

136.86 

288.63 

478.87 

2 Net acquisition of financial 

assets 

0.85 

— 

160.28' 

186.77 

263.95’ 

3 Capital tran.sfers 

3.1 To the test of the world 

— 


1.24 

— 

1.24 

3.2 lb other secton 

— 


41.25 

— 

30.51’ 

4 Ibtal expenditure (I-f2-f3) 

31.54 

22.69 

339.63 

475.40 

774.57 

S Cross saving 

17.14 

11.59 

-116.83 

103.25 

15.15 

6 Deficit (4 ~ S) 

14.40 

11.10 

456.46 

372.15 

759.42 

Financed by: 

7 Capital transfers 

7.1 From the rest of the world 

... 

— 

7.54 


7.54 

7.2 From other sectors 

2.33 

— 

_ 

8.41 


8 Borrowingi 

8.1 Domestic 

12.07 

11.10 

422.% 

341.06 

703.24’ 

8.2 Extetnai 

— 

— 

2S.% 

22.68 

48.64 


Nous ; I ^Vxotxiing to Ihe CSO, lother liabilities' of adminisiraiivc depanments including depan- 
rsenLtJ enterprises other than railways and communication, amounted to Rs -160.28 
bitlicn in IW9-90. This item is akin to net acquisition of financial assets (Govern¬ 
ment of India, 1989, p 302) and we have therefore treated it accordingly. 

7. r;-wl at after adjustments on account of the following, to avoid double counting: 
(R> rmtral government loan to railways: Rs 0.QS billion; (b) government loan to non- 
dr(?«rtmenial non-finaiictal public enterprises: Rs 4S.II billion; and (c) government 
I ‘^’'i.ribution to non-departmental non-financial public enterprises’ equity capital: 
its 38.79 billion. 

3 Arrived at after adjusting for the intra-public sector transfers to railways (Rs 2.33 
billion) and non-departmental non-financial public enterprises (Rs 8.41 billion), 
jGovernineni of India 1989: 30S]. 

« The tiarufcn to railways and non-departmental non-rmancial public enterprises, being 
intra-public sector transfers, have been ignored to avoid double counting, (footnote 
3 abow). 

S Arrirmd af after adjusting govenunent borrowings (by Rs 83.93 billion) to avoid double 
counting resulting from the government ao|uisition of financial assets listed in 
foottuMe 2. 

Sourer. Govemmentof litdia, Afnrfonrr/Aftwuitrs&artsries/RPifNew Delhi, 1992), Statements 

44, 4S, 46 and so. 


A rngjof advuitgfe of gticb a defidi 
measure is that it eliminates all possible 
incentives to reduce a given ttefldt with 
no or relatively small fiscal correction, lb 
illustrate, while a PSBR measure can allow 
(he authorities in a country to indulge in 
wasteful public spending and at the same 
time to substantially reduce iu ttefldt by 
selling public enterprises and treating the 
sale proceeds as an above-the-iine item), 
a PSFR measure, treating the proceeds as 
a below-the-line item, will not allow such 
things to happen. 

Second, our methodology reveals that 
India’s public sector defldt for 1989-90 is 
roughly S.6 percentage points larger than 
the Government of India’s esfimate of the 
country’s public sector deficit for that 
year. This suggests that India’s public sec¬ 
tor deficits for more recent years may also 
be substantially larger than the Govern¬ 
ment of India’s estimates. Indeed, one can 
assert that the differential between the 
Government of India’s estimates and 
those based on our methodology has 
widened in recent years. Tkke, for exam¬ 
ple, 1992-93’s public sector deficit. The 
Government of India’s estimates have put 
it at 8.5 per cent of GDP [Government of 
India 1992c: 1326), on the assumption 
that a reduction in the Government of 
India’s fiscal deficit will also have the ef¬ 
fect of reducing, rupee for rupee, the 
country’s public sector deficit. This is liot 
a realistic a.ssumption, given that at least 
some of the measures announced to 
reduce the Government of India’s fiscal 
deficit (e g, measures to reduce the fer¬ 
tiliser subsidy) are sure to have the effect 
of raising the rcst-of-the-public-sector’s 
deficit. As a consequence, the differential 
between the Government of India’' figure 
for 1992-93 and that based on our 
methodology may turn out to be much 
larger than 5.6 percentage points! 

Notes 

fThc author is indebted to Francois Eaori, 
James A Hanson. Ni/ar Jetha. Jonathan Levin, 
R J Mody, I G Ritel, Roger J Robinson, Peter 
Stella, Gene Tidrick, and Christopher M Ibwe 
for (heir valuable comments. The vews express¬ 
ed are (he sole responsibility of the author.) 

1 For a useful discussion of some alternative 
methods of valuing contingent liabilities, see 
Towe (1991). 

2 This can happen when a public enterprise’s 
Plan outlay programme involves etperidituic 
in foreign currency, with the Government of 
India not allowing it to use the country's free 
foreign exchange tesources. Under the cir¬ 
cumstances, the concerned public enterprise 
may resort to external borrowings, either 
directly or through (he Government of India, 
or partly directly and partly through Ihe 
Government of India, and invest the rupee 
resources available with it in some financial 
assets. Given the system currently in place 
in India, while direct borrowings will be 
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ticUfld u EBR. ihoM through (he Gowm- 
mem of India will be tieatcd u Had the 
Government of India aliowed the public 
enterprue in question to use the country’s 
free foreign cachange icsources, it would have 
utilised the rupee resources available with it 
for buying foreign currency, which in turn 
would have been counted as its interiMl 
resource comribution. 

} The CSO's capital rinance accounts provide 
information on net acquisition of flnanciai 
assets, not on gross acquisitimi of financial 
assets, and it is the laiier that ought to be 
taken imo account for calculating the deficit. 
But this limitation of the CSO’s data should 
not make much of a difference to our 
estimates of India's public sector dendi. 

4 This has been done with a view to comply¬ 
ing with the recommendation of the Unit^ 
Nations System of NaUonal Accounts, 1968, 
that for tta larger ilepartinental enterprises 
complete accounts (i e, production account, 
income and outlay account, and capital 
rinance account) may be compiled separately 
(Government of India 1989: 13]. 

5 Relates to lasses of (a) irrigation projects 
(commercial) and (b) muhipurpose river pto- 
iects. Separate data on irrigation losses are 
not available; but there is reason to believe 
that they add up to'substantial amounts. 

6 According to the CSO; in 1989-90 NFPEs* 
gross investment amounted to Rs 17.1 billion, 
and gross saving to Rs 5S.4 billion, thus 
generating a surplus of Rs 38.3 billiom, 0.9 
per cent of GDP. 
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Feeding Programmes and Food Intake in a 

Kerala Village 

Rirhard W Frankt* 

How well nourished are Kerala’s people? This article, a contribution to nutrition research in Kerala attempts 
to provide some answers to the question by attempting an assessment of the impact of public distribution of food 
through ration shops and feeding programmes. 


I 

Inlmdurtiun 

now wdl nourished are Kerala's people? 
Despite the stale’s highly-lauded program¬ 
mes of food distribution via ration shops 
and school and nursery feeding program¬ 
mes |e g, Ciwatkin, 1979), studies of nutri¬ 
tion in Kerala have produced inconclusive 
findings. During the 1950s and 1960s 
surveys seemed to indicate about 1,600 
calorics per person per day, far below the 
2,400 calorie Indian minimum standard, 
bcononiists at Kerala's Centre for 
Development Studies (CDS) were sus¬ 
picious of both these figures. Kerala’s 
long life expectant and low infant mor¬ 
tality rales seemed implausible at such low 
caloric levels. In the mid-1970s, CDS staff 
rc-c.xamincd the calorie requirements for 
Kerala on the one hand and the available 
calorics on the other. 

First they considered the slate's female 
to male ratio which is the highest of all 
Indian .state.s. They then factored in the 
high uiiemploymcnt in Kerala and the fact 
that the higher educational level meant 
more people working in office and 
technical jobs requiring fewer calories per 
worker. This led them to revise the caloric 
si'mdaid dow-n to 2,200 for a population 
like Kerala’s |UN, I975;32|. They then 
looked at the food balance sheets used by 
researchers to estimate calorie intake in 
India. This led to the discovery that 
cas.sava and coconuts—two of Kerala's 
most important foods—were not being 
counted. After conducting an exploratory 
nutrition survey near the research institute 
in which cassava and coconuts were 
counted in the diet, they tentatively con¬ 
cluded that Kerala's people were obtain¬ 
ing about 2,339 calories per person per 
day on average, 6 per cent above their 
revised minimum (UN, 1975: Chapters II, 
111 and Annex IIJ. 

The CDS average figures, however, 
still imply significant shortages. Since 
the average intake is very close to the 
minimum, substantial numbers of house¬ 
holds must fall below it. The calorie 
distribution in the CDS sample siiives 
suggested wide variations among K 'u t 
holds by. income jUN, I975:I86|. i 
caloric .studies in the 1970s, imiica!.. . lar 


more serious calorie deficits. Anthro¬ 
pologist IjOcs Schenk-Sandbergen reported 
for 1979 that among 61 kudumbi servant 
households in Allcppey town, “58 families 
could not even afford elementary food 
items such as milk and sugar". In the lean 
months of March and April, 50 house¬ 
holds were reduced to one meal per day 
(1988:25). Joan Menchcr 11980:1789) 
found for 1976 and 1977 in 27 and 29 
households from villages in Kuttanad and 
f’alghat that average calorie intakes were 
just 1,894 and 1,488 respectively. The 
lowest sample households received Just 
1.472 and 744. 

Like findings prior to the CDS revi¬ 
sions, these surveys are difficult to recon¬ 
cile with Kerala's high life expectancy and 
low infant mortality statistics. When 
calorie intakes dropped to 910 per person 
per day in the I94()s, death rates incrca.scd 
by as much as 2.M) per cent (Fanikai and 
Soman 1984:22- 23). I'hc health and 
survival of Kerala's children might be 
influenced by the superior sanitary con¬ 
ditions and health services enjoyed by the 
slate’s people. I'he dispersed .settlement 
pattern in Kerala inhibits the spread of 
infectious diseases. More accessible health 
care facilities lessen the dietary effects of 
diseases. The importance of these factors 
is highlighted bv the observation that 
“One heavy attack of dysentery can drain 
away six or more months of very careful 
nutritional build-up, and wurins and in¬ 
testinal parasites can consume more of the 
food lhan the budv can appropriate" 
IMitra. 1985:153). 

Within the all-India context, however, 
data support the view that Kerala's food 
intake is among the best. Height and 
weight surveys for the period 1975-1979 
had indicated that 16.4 per cent of Kerala's 
children were normal in weight for age. 
In 1982, 31.8 per cent were normal. This 
placed Kerala first among 10 Indian states 
surveyed. West Bengal came in a distant 
second with 21.3 per cent normal. Only 
1.5 per cent of Kerala's children were listed 
as severely malnourished, placing it 2nd 
behind West Bengal. Other states ranged 
from 5.2 per cent in lamil Nadu to 15.2 
per cent in Ciujarai. Kerala’s high rank¬ 
ings in the study should be qualified with 
ttic fact that the high-income stales of 
Punjab and Haryana were not included 


in the surv^ (Subarrao, 1989:13], The 
average of eight Indian stales for IW2 was 

16.7 per cent of children normal in weight 
for age while 6.1 per cent were severely 
malnourished (Kumar and Stewart, 
1987:3). Other research indicated negligi¬ 
ble protein deficiency in Ke'ala compared 
with 2 per cent to 6.5 per cent in Andhra 
Pradesh and up to 8.6 per cent in Uttar 
Pradesh. Iron deficiency in Kerala ranged 
from 4.5 per cent to 17.3 per cent while 
in Andhra Pradesh it was 2.5 per cent to 

27.8 per cent and from 26 per cent- to 57 
per cent in Uttar Pradesh (Mahadevan 
and Sumangala, 1987:40). In a study 
conducted in 1974 Shubh Kumar found 
in a sample of 43 households with in¬ 
comes in the lowest 50-60 per cent of 
the population of three villages in the 
Trivandrum region that 60 per cent of 
childicn six months to three years were 
below the Indian average (for 1972) on 
weight for age. But on the measure of 
height for age, nearly 70 per cent were 
atmve average. Considering the fact that 
ail the children come from households in 
the bottom half of the income distribu¬ 
tion, Kumar concluded that “while cur¬ 
rent )I974) nutritional .status for these 
children falls a little below the Indian 
average, their |>re natal and nco-natal 
nutrition appear to have been superior, 
giving them a better start on height” 
(1979:26). The question remains: how well 
nourished arc Kerala’s people? 

To contribute to nutrition research in 
Keiala we conducted two food intake 
surveys in 1987 as part of a larger study 
entitled 'RediMi'ibution versus Inequality 
in a Kerala Village’. Among the aims of 
the larger study is the asses.sment of 
redistribution programmes such a.s land 
reform, union-won wage increases, agri¬ 
cultural labourer pensions, educational 
access, and public fc'od distribution 
through ration shops and feeding 
programmes. 

The reseaich was conducted in a cen¬ 
sus block of Nadiir village, in Cochin 
district ot ccntial Kerala. Historically, 
geographically, and .sociologically, Nadur 
has many features typical of Kerala. The 
village lies in the lower foothills of the 
western ghat mountains. It contains inten¬ 
sive wet-rice paddy fields typical of many 
lowland areas of Kerala as well as cashew. 
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coconut garden, and hillside fields more 
common in the central midlands. It also 
contains some upland rubber and forest 
I lands like the higher elevations. 

Nadur’s S,000 plus residents include all 
the major castes of Kerala except the 
Christians, who are often found concen¬ 
trated in urban areas or in particular 
villages. Like many Cochin villages. 
Nadur has more than the average number 
of nambudiri brahmins, one of the most 
:imporlant former landlord groups in 
Kerala, it also has nair caste members in 
several occupations, craft caste house¬ 
holds of carpenters, blacksmiths, gold¬ 
smiths. and masons, ezhara coconut tree 
climbers, Muslim field and garden 
labourers, and former untouchable man- 
nan caste garment washers and pulaya 
agricultiiial labourers. 

We conducted two 24-hour recall 
surveys of food intake among 170 sample 
households. The two surveys reflect con¬ 
trasting situations. The first survey was 
conducted during late February and early 
March of 1987. The second survey was 
taken in early July. The first survey was 
taken while rice supplies from the minor 
monsoon harvest of January were still 
around but labourers and agricultural 
labourers were starting to feel the pinch 
from work shortage It thus captures the 
end of a short period of plenty and the 
beginning of the long period of shortage. 
A severe drought hit much of India in 
1987. The major monsoon was adequate 
in June and July. Labourers and agri¬ 
cultural labourers were receiving regular 
days of work during the period just prior 
to the second survey. 

Of the 170 households surveyed, two 
declined to answer the nutrition questions. 
In July one household head had died and 
another had left the village The base sam¬ 
ple for the nutrition surveys is thus 168 
in February-March and 166 in July. 

Food amounts reported by respondents 
were multiplied by their calorie contents 
according to Indian food tables [ICMR, 
1972). Total ca'ories per household 
were divided by the number of adult 
equivalents in the household. We follow¬ 
ed the method of computing adult 
equivalents of the Indian Council of 
Medical Research, except that we added 
greater energy needs for pregnant and lac- 
tating women. We remo^ cases of adult 
equivalent intake over 4,000 caldries as 
outliers. This results in an effective sample 
size of IS7 for the February survey and 
160 for July. We chose not to delete cases 
of extremely low calorie intake because of 
the low findings of other Kerala surveys 
as described in the introduction above. 

lb gain the most accurate calorie counts 
possible, we added school and nursery 
lunches separately from the 24-hour recall 
reports. They were not included in the 


household tecaU estimates, but we did ask 
each respondent how many childien or, 
women received government meals. If 
children were in school but not taking 
noon meals there, we asked the reason. 
The number of school lunches and 
women eating at the nursery was multi¬ 
plied by 410. the official calorie amount 
of the school meals [UN. 1973:42]. The 
nursery meals each were estimated at 231 
calories, a number we arrived at by 
multiplying the ofncial amount of 65 gm 
of ‘bulgur’ wheat times 3.S6, the number 
of calories per gram [ICMR, 1972:62). 

Many Kerala labourers eat at tea shops 
on working days. To estimate tea shop 
meals we asked households how many 
members had eaten how many meals in 
tea shops in the 24 hours prior to the 
survey. The number of adult equivalents 
for the person(s) eating at the shop 
divided 3 (the number of meals per 
day) for each meal taken was subtracted 
from the denominator of the computa¬ 
tion of the average calories per adult 
equivalent for the household. For each 
meal taken outside the home, the remain¬ 
ing calories were thus presumed to be 
available for all other members in greater 
amounts. 

II 

(Iom|Misition of Diet in Nadur 

For breakfast Nadur villagers eat rice 
porridge, ‘idilly’ (steam cakes) or 'dosai' 
(pancakes), sometimes supplemented with 


pappadam (fried gran ci#t) and pkkifc' 
Coconut and ‘aambar* (a cMBMpked 
sauce) are added to the cakea. During the 
months of February through Mgy the 
pickle is usually made from mango which 
is abundant in many house compound 
gardens. A «ngie mango tnenuy produce 
hundreds of fruits that can be eaten in 
icurries or pickles, or sold on the market. 
Lunch includes steamed rke with a small 
curry for the poorest households. 1b this 
the wealthier add pappadams, buttermilk, 
cunt, additional pickle and a second curryi 
Dinner is leftovers from lunch; Wealthier^ 
households may add a late afternoon 
snack of fruit with coffee or tea. Better- 
off non-vegetarian househt^ds eat small 
amounts of Hsh or even a little beef or 
eggs once to several times per month. The 
wealthier vegetarian households make 
extensive use of curd and pulses for 
protein. 

Even the poorest households drink tea 
in the morning and on working days some 
farm and general labourers eat idilly with 
small amounts of sambar from local tea 
shops where they may also read the 
newspapers and argue politics or gossip. 
Table 1 shows the basic components of the 
diet for the two survey periods, compared 
with all-Kerala breakdown for the years 
1961-1971. 

As can be seen from Ihble 1, Nadur 
residents eat mostly rice and almost no 
tapioca which provides a major alternative 
staple to rice in the southern Kerala region 
of Travancore. There soil and water con- 


Tabi e I: Composition oe Diet-Naour Vili.aoe Kerala, 1987 


Food 

Per Cent of Total Calorics 

Nadur 

February 

July 

Kerala Average 
1961-71 

1 Rice 

63.1 

72.9 

39.3 

2 Tapioca (cassava) 

0.7 

0.7 

26.8 

3 Coconuts 

6.9 

3.0 

106 

4 Cooking oil 

8.2 

6.3 

7.4 

3 Other (chillies, fruit) 

4.0- 

1.9 

7.2 

6 Sugar 

8.8 

6.6 

4.3 

7 Eggs/meat/Hsh 

1.3 

2.3 

2.1 

8 Vegetables/pulses 

2.6 

2.1 

1.4 

9 Miik/curd 

2.4 

2.0 

0.9 

Total 

100.0 

lOOJ) 

100.0 


Noier. The Kerala state averages arc from George. 1979:62. Included in the other foods for that 
table are 1.3 per cent from wheat and 3.0 per cent from fruit. 


Tabi.e 2: Caiories Per Rupee: Selected Foods, Nadur Villace, 1987 


Food 

Calories 
Per 100 gm 

Rupees per 100 Grams 

Calorics per Rupee 

February 27 

July 10 

Mmiary. 27 

July 10 

Ration shop rice 

346 

0.271 

0.271 

1277 

1277 

Dipiaca 

137 

0.123 

0.120 

1236 

1301 

0|^n market rice 

346 

0.330 

0633 

989 

793 

Sugar 

398 

0.630 

0.680 

612 

383 

Green gram 

334 

0.600 

0.700 

367 

477 

Coconut oil 

900 

2.730 

3JS0 

327 

277 

Mango 

74 

0.230 

0.130 

296 

493 

Milk 

67 

0.230 

0430 

268 

268 
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ditioM.do MN fend thomelvei u well to 
rice production a* in the rolling hilb and 
weil-vrigaied valfeyi of the central Kerala 
legion of Cochin where Nadur is located. 
Coconutt supply a smaller portion of the 
calorie intake in Nadur than the all-Keiaia 
average. 

Rice in Nadur is relatively more impor¬ 
tant in the July survey when sugar, 
vegetables and pulses, cooking oil decline. 
Milk, eggs, meat, and fish increase in July, 
but are eaten by few households. 

Prices affect the sMsonal changes in 
diet. On Ihtde 2 we compare prices for 
February 27, the mid-point of the first. 
nutrition survey, with those of July IQ, the 
week of the second survey. 

The calories per rupee figure was com¬ 
puted by taking first the number of 
calories per 100 gm as given in the Indian 
food Ubies [ICMR. 1972]. This number 
was divided by the rupees price per 100 
gm. The open market values for all items 
were available directly in units of 100 gm 
or one kg (thus divided by 10 to get the 
price for 100 gm), except milk. Here the 
sales unit is one ‘naazhi*, a traditional rice 
measuring container about ‘A litre in 
volume. The price was stable throughout 
the survey period at Rs I.2S per naazhi 
which comes to Rs 2.5 per litre, or about 
Re 0.25 per 100 gm. 

In Ikble 2 we see that some major food 
items vary greatly over the five-month 
period btfween the two survyes. The 
average of high-grade and low-grade open 
market rice gives 989 calories per rupee 
on February 27 but only 795 in July. 
Coconut oil drops from 327 calorics in 
February to 277 adorics per rupee in July. 
Sugar and green gram also decline while 
mango increases in calorie value per rupee 
as docs upioca. Contrary to an expecta¬ 
tion based on prices alone, tapioca does 
not become a July alternative to open 
market rice Ikpioca goes from 1,256 to 


t JM, an incfcaae of S2 calorfes per rupee 
Open market rice drops from 989 to 795. 
194 calories per rupee or 3.7 times as 
much. At the same time ration shop rice 
remains at 1,277 calorics per rupee 
slightly higher in Frinuary and slightly 
lower in July than tapioca. Nadur 
residents prefer rice over tapioca. Ration 
shop rice becomes more cost beneficial to 
the Nadur diet as the July monsoon 
season develops. The week of July 10 had 
the highest open market rice price of any 
week during the field-work in Nadur. 
Within the seasonal price movements, ra¬ 
tion shop rice in July becomes the effec¬ 
tive alternative both to tapioca and to 
open market rice. 

Ill 

launches and Calorie Intake 
in ^iadu^ 

The general results of the calorie intake 
survey are given in Table 3. The February 
survey had an average intake of 2,231 
calories per adult equivalent. The 
minimum was 849 and the maximum 
3,904. For July the sample averaged 2,184 
calories per adult equivalent. The 
minimum was 1,104, the maximum 3,482. 

From Table 3 we can see that the 
average caloric intake at both surveys is 
very close to the proposed CDS minimum 
of 2,200: However, 52 per cent of house¬ 
holds in February and 56 per cent in July 
remained below the minimum even with 
the addition of school and nursery lun¬ 
ches. In February the lunches reduce the 
number of households below 1,400 
calorics from 13 (8-t-5) to 10. 

A total of 65 meals were fed to 39 
school children, 20 infants, and six 
prcgnant/lactating women of the sample 
population. Those receiving government 
meals included 23 per cent of all house¬ 
holds and 36 per cent of households with 


at least one child II years or younger (II 
is the maximum age of any student UsM 
in the 4th standard in the sample popula¬ 
tion). The average household income for 
non-recipients was Rs 7,094 (Rs 8,131 for 
households with children II and under), 
compared to Rs 6,122 for recipients: the 
lunches thus have a redittributional com¬ 
ponent. If we estimate the lunches to be 
worth Rs SO (Rs 44 was the open market 
value of 410 calories worth of rice plus a 
Rs 6 for legumes), the lunches would add 
on average the equivalent of 2.7 per cent 
to the income of the recipient households. 
The low calorie intake of many house¬ 
holds, the contribution of the lunches to 
generally lower income households and 
the size of the contribution would seem 
to justify the 1987 decision of the LDF 
government to expand the lunch pro¬ 
gramme to standards five through seven. 

IV 

Cante, Class, Income, and Calories 

How do caste, class, income, and land 
ownership affect calorie intake? The data 
appear in Table 4. 

Nambudiri, nair, and mannan caste 
members are calorie-sufficient while 
ezhavas remain below minimum. Puli^ 
average 7 per cent above the minimum in 
February but drop to 2 per cent below in. 
July. Muslims have the lowest calorie 
intake as a group with only 87 per cent 
of minimum in February. In July, however, 
they increase to 102 per cent as field and 
garden labour opportunities become 
available. At both survey periods, Muslims 
have the largest increase from school and 
nursery lunches. 

We assigned occupational class member¬ 
ship to households according to the main 
source of income Professionals and ser¬ 
vice workers (bus drivers, police, etc) have 
more than enough while farmers are at the 
minimum in both periods. The recipient 
class includes pensioners and those living 
primarily off remittances. Although only 
two sample households received payments 
from overseas, many others got mon^ 
from labourers working in Madras, 
Andhra Pradesh, or other parts of Kerala. 
Both recipient and craft households are 
10 per cent above minimum in February. 
Labourers and agricultural labourers 
are 10-11 per cent below minimum in 
February/March. Labourers improve in 
July to I per cent below while agricultural 
labourers are still 10 per cent below 
minimum. The lowest adult equivalent 
income quintile is 18 per cent below 
minimum in February and 10 per cent 
below in July. Households with 100 per 
cent of rice from their own fields average 
27 per cent above minimum in February 
and 9 per cent above in July. Rice land 
landless are 3 per cent below in February 


Table 3: Distribution or Calorie Iittake—February and July 1987 Surveys. Nadur V ii i aoe 



February 



July 



Without 

Lunches 

With 

Lunches 

Without 

Lunches 

With 

Lunches 

Sample size 

157 

157 



160 

160 



Average 

2004 

2031 



2,159 

2,184 



Minimum 

849 

849 



1.104 

1,104 



Maximum 

3,904 

3,904 



3,482 

3,482 



Number of households 








3001 * 

8 

8 



6 

7' 



3jm - 3000 

13 

14 



2 

2 



2.801 - 3J)00 

10 

II 



6 

6 



2001 - 2,800 

10 

10 

» 

48 per cent 

II 

16 

r 

44 per ceni 

2,401 - 2.600 

16 

17 



19 

16 



2001 - 2AOO 

19 

19 j 



23 

23 . 

1 


2J)0i - 2000 

17 

15 *1 



31 

“1 



1001 - 2,000 

IB 

19 



29 

30 



1001 - 1,800 

17 

17 


52 per cent 

IS 

14 


56 per cent 

1001 - 1,600 

16 

17 



14 

14 



]O0l - 1,400 

8 

5 



2 

2 



< = 1000 

5 

5^ 



2 

2 . 
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and 2 per cent below in July. 

Table 4 contains five statistically signiTi- 
cant a.ssociations. The stars above some 
columns indicate .statistical signiilcancc at 
.01 (•) or .001 (*•). For the categorical 
variables of caste, class, and per cent of 
rice from own land, wc u.scd one-way 
ANOVA. For adult equivalent income we 
used the Pearson correlation coefficient. 
VMe see that in February, when landowning 
households arc eating from their recent 
harvests, caste is significant while in July 
it is not. In July, landowning households 
are awaiting their major harvest and are 
at the lowest time ol year for personal 
stocks. Pearson correlation coefficients 
for rice land owned per adult equivalent 
and calories per adult equivalent, are 
0.3467** in February and 0.1793 (not 
significant) in July. 

Occupational class a.ssociates signi¬ 
ficantly with calories in February, but not 
in July. The correlation coefficient of 
calories with adult equivalent income for 
February is 0.4638** and for July 0.2445*. 
Income has a greaiet effect on calorie in¬ 
take than does rice landownership. The 
relationships are more complex than the 
separate statistics indicate, however. Rice 
landownership helps to produce income, 
but income generated outside the rice 


economy can also lead to purchase of rice 
land as an investment. 


Kxplainin^ (Calorie Intake 

To test the interactions of the variables, 
we ran multiple regressions. The results 
appear in Table S. 

Wc used the combined method and step 
regression procedures, entering of 20 
variables, followed by the removal of those 
least significant to produce the equations 
above. The February survey is better ac¬ 
counted for mathematically. In both 
surveys, income and rice land owned play 
important roles. School and nursery 
feeding programmes become more impor¬ 
tant statistically in July than adult 
equivalent income. This occurs despite 
their being present in only 39 (24 per cent) 
of the households. Lunches increased the 
calorie intake by S per cent among user 
Siouseholds at both surveys. Those 
benefiting most were in the bottom 4 
quintiles, nair. Muslim and ezhava caste 
members, and households with 25 per cent 
of rice needs met by their own land. These 
findings suggest that the lunches play an 
important seasonal role in calorie intake 
in Nadur. 


TaHI I 4: C'AIIIKIi' INIAKI IIV C'ASTt , t.’l ASS, AND IN« OMI'. NAIMm, 1987 


l•cbrual■^/March_ Per Oni of _ _^ly_ Pci ('em of 

N Calories Minimum N Calories Minimum 


Castes 
Nambudiri 
Nair 
Crafts 
F.zh-Chetty 
Muslim 
Ezhava 
Mannan r 
Pulaya * 

Occupational class 
Professional 
Servee 
Craft 
Farmer 
Petty trade 
Recipient 
Labourer 
Ag labourei 
Adult equivaleni 
income quintiles 
(Rs) 

1 1951-8308 

2 1232-1950 

3 857 - 1219 

4 632- 850 

5 267 - 621 
Per cent of rice 

from own land 

too 

75 

50 

25 

None 

Total 


12 

2553 

76 

2174 

9 

2605 

It 

2460 

22 

1920 

12 

2060 

4 

2754 

II 

2360 


• « 

II 

2992 

K 

2296 

II 

2426 

20 

2274 

17 

2197 

27 

2418 

ss 

1974 

K 

1954 


• • 

’7 

2641 

31 

2423 

33 

2261 

33 

2080 

33 

1803 


• 

13 

2795 

9 

2473 

19 

2448 

15 

2096 

101 

2135 

I.S7 

2231 


116 

12 

99 

78 

118 

9 

112 

13 

87 

22 

94 

II 

125 

4 

107 

II 

1.36 

II 

KM 

9 

III) 

12 

103 

21 

100 

17 

no 

28 

90 

54 

89 

8 


120 

31 

no 

30 

103 

33 

95 

32 

82 

34 


127 

14 

112 

9 

III 

18 

95 

15 

97 

KM 

101 

160 


2159 

98 

2162 

98 

2074 

94 

2312 

105 

2234 

102 

21.32 

97 

2500 

114 

2152 

98 

2340 

106 

2467 

112 

1981 

90 

2163 

98 

2082 

95 

2274 

103 

2174 

99 

1982 

90 

• 

2407 

109 

2261 

103 

2110 

96 

2209 

100 

1982 

90 


2407 

109 

2293 

KM 

2251 

102 

2055 

93 

2163 

98 

2184 

99 


-f Former untouchables. 


VI 

Rice, S«asonB, and Ration Shop 

Although we entered variables to test 
the role of the ration shop, the regression 
equations do not show the ration shop 
having an impact on calorie intake in the 
sample population. But can we locate its 
effects with other methods? 

Each Nadur household has a ration 
card. Owners of l.S acres or more of 
2-crop rice land are not purchasing ration 
rice (though they may purchase other 
goods such as kerosene and cooking oil). 
Some other high-income households also 
choose not to purchase at the shop. A 
total of 139 households (66 per cent of the 
sample), use the shop for rice Users 
average II cents of rice land (106 are 
landless) while the 31 non-users average 
120 cents (three are landless). Users 
average Rs 5,439 in household income 
compared to Rs 13,446 for non-users. The 
ration shop's subsidised food prices, 
therefore, must tend to redistribute wealth. 
We can consider the opportunity cost of 
the ration shop to be equal to the dif¬ 
ference between the average open market 
price of rice minus the price at the shop. 
If wc then assume the opportunity cost 
of the ration shop to be part of the effec¬ 
tive income of the user households, the 
shop adds 8 per cent to their incomes. But 
as we have seen earlier, food prices vary 
considerably across seasons. Does the ra¬ 
tion shop improve seasonal access to rice? 

The Fcbruary/March survey was taker 
just after the small (north-east or 
retreating) monsoon which produces the 
‘mundakan' or winter harvest. This is a 
lime of rapid tran-sition from relative 
plenty following the harvest to empty 
granaries and a dead period in work 
availability. The July survey was done a 
few weeks prior to the ‘virippu’ harvest 
of the major (south-west or advancing) 
monsoon in Nadur. l.andowners’ granaries 
remain empty and they have put up capital 
and wages to prepare fur the August 
harvest. Labourers have had a few weeks' 
work and can afford more food than at 
other times of year. 

Tabic 4 shows the difference in calorie 
intake between the two periods. Seasonali¬ 
ty affects socio-economic groups in dif¬ 
ferent ways. Nambudiris decline because 
they are primarily rice landowners, la 
February they have the rice from the 
recent small harvest while in July they are 
awaiting the bigger harvest but also the 
one for which the wait is longer. 

Castes with heavy percentages of rural 
labourers—Muslim arid ezhava—improved 
their position in July. The exception was 
pulayas who dropped to 91 per cent of 
their February intake. Labourer house¬ 
holds increa.sed their calorie intake by 10 
per cent over February, but agricultural 
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workers did only I per cent better. 
Although both labourers and agricultural 
labourers get more work during the plan¬ 
ting and tending season, shortages begin 
to appear in the agricultural labourers' 
diets even before the harvest, as their 
meagre wages are depicted and they seek 
irregular work in hou.se gardens, fence 
repair, or other similar tasks that create 
insufficient income to keep up their 
calorie levels. 

Households with the highest adult 
equivalent incomes drop 9 per cent in 
calorie intake in July—but arc still 207 
calorics above minimum on average- 
while those with the lowest incomes— 
mostly agricultural and other labourers— 
experience a 10 per cent increase, but still 
remain 10 per cent below minimum. 

How does calorie intake correlate with 
caloric sources? We asked on both nutri¬ 
tion surveys what were the sources of rice, 
sugar, and milk. For rice, the respondent 
could answer ration shop, own land oi 
open market. For milk, hc/she could 
answer own cow or open market; for 
sugar, ration shop or open market. The 
lesults of the question for rice arc shown 
in Table 6. 

Table 6 indicates the interplay between 
farming seasons, land ownership, income, 
the ration shop, and .socio-economic 
group. Nambudiris exhibit aboiit the same 
pattern in sources of rice calorics at both 
survey periods. Most of then rice comes 
from their own land, with 25 per cent as 
supplement from the open market and 8 
per cent from the ration shop. This is con¬ 
sistent with their position as major land- 
owners, even after the land reform. 
Pulayas derive the overwhelming portion 
of their rice from the ration shop, with 
very small supplements from the open 
market and from rice land ownership. 
Muslims and e^havas. both mostly 
labourers and agricultural labourers, 
display the same usage pattern as the 
pulayas. The high income but low land¬ 
owning mannan group in Nadur goes 
mostly to the open market for its July rice. 

Among the occupational classes, pro¬ 
fessionals e.xhibit the most nearly even 
distribution of sources, using the ration 
shop, their own land, and the open market 
about equally in February, but going more 
to the open market in July. Farmers 
depend greatly on home grown supplies 
in February and have similar amounts of 
home grown and ration shop supplies even 
in July. Craft households, labourers and 
agricultural labourers utilise the ration 
shop heavily in both periods. They have 
virtually no home-grown rice in July: 
most of the rice land they own is good 
only for one crop per year. Those supplies 
were used up months ago. At this lime 
they are essentially spending their incomes 
directly on the rice or, in some cases. 


receiving field labour payment in food. 

Households in the highest income quin¬ 
tile make the most use of the open market, 
but arc also those most likely to have sup¬ 
plies from their own land, while the very 
poorest become almost entirely dependent 
on ration shop in July with a small 
supplement from the open market. 


VII 

Riot* Land, Straaunn, and 
Ration Shop 

One of the most regular associations 
occurs in the relationship between the ra¬ 
tion shop, seasons, and amount of rice 
from one’s own land. In February the 


TsHit 5 ; F.v tdhsF:\i>i mnin<.Cmorii Inimo-. Rfsiiiisoi Mi'I iim r Krt.aissioNTESis. Nadur. 

Fl HRUAKY AND Jill S 1987 


Variable 

Regression Coerficicnis 
Raw- Standardised 

(F) 

Significance 


February 1987 

Aduti equivalent income 

.I62l.t 

.39794 

.(XHH) 


Rice land per At 

l2..S2.m 

.24763 

.0IX)6 


Recipient class 

287.65770 

.17556 

.OHM 


Crafl casie 

452.34548 

.17006 

.0136 


July 1987 

1 unth calories per AF 

2 61922 

.31729 

R-Squared 
Durbin Walson 

.(KXXl 

.3859 

2.16 

Adiill equivalent income 

.08.122 

.26795 

.UtWH 


Service class 

.351.16508 

.16922 

.0237 


Rice land per AF 

5.79665 

.162.32 

.0369 


l.aboui elass 

159.06877 

.15731 

0624 


Recipient C7ass 

197.67970 

15709 

.0465 

.2558 

1.95 


R Squared 
Uurbiii-Walson 



A/»/e; Only variables with significance levels of O.OS or more are shown in ihe equations. 

'I Alin 6: I'lKtiNiAi.i'Di Rid CaiohiishySoiiki 1 AND Pi KiiNiAr.i-oi Rii I CAiiiRiiisn) Total 
Cm OKU s Pi h Anui i F.omvAi i ni. Naduk. F: hrhary and Ji iy 19X7 


(iroup 

February Per Cent of 
Rice (.'alories from 
Ration Own Open 

Shop 1 and Market 

fVr Cent 
Rice 
to 

ioial 

July Per Cent of 
Rice Calories from 
Ration Own ()pen 
Shop land Market 

Per Cent 
Rice 
to 

Total 

Castes 

Nambudiri 

8 

67 

25 

52 

X 

67 

25 

62 

Nair 

.50 

39 

II 

63 

6H 

II 

21 

74 

Crafts 

67 

II 

22 

65 

56 

0 

44 

74 

t/h-Chcliy 

55 

.36 

9 

67 

62 

23 

15 

72 

Muslim 

77 

23 

0 

76 

75 

5 

20 

71 

E/hava 

83 

8 

8 

73 

M2 

(1 

18 

66 

Mannan 

50 

25 

2.5 

60 

50 

0 

50 

71 

Pulaya 

73 

9 

18 

73 

77 

0 

23 

80 

Occupational classes 
Professional 

27 

36 

36 

49 

IX 

27 

55 

60 

Service 

38 

50 

13 

60 

50 

33 

17 

68 

Craft 

64 

18 

IX 

6X 

67 

0 

33 

75 

Farmer 

30 

65 

5 

M 

43 

33 

24 

70 

Petty trade 

41 

47 

12 

65 

65 

12 

24 

71 

Recipient 

48 

44 

7 

59 

62 

IK 

20 

73 

l-abourer 

82 

11 

7 

72 

K3 

1 

16 

74 

Ag labourer 

5(1 

25 

25 

7X 

75 

0 

25 

85 

Adult equivalent in¬ 
come quintiles 

1 1951-8308 

26 

52 

22 

53 

39 

32 

29 

64 

2 1232-1950 

61 

39 

0 

64 

55 

20 

25 

72 

3 857-1219 

61 

36 

3 

71 

64 

7 

29 

73 

4 632-850 

55 

36 

9 

67 

72 

6 

22 

76 

5 267-621 

73 

12 

15 

71 

90 

0 

10 

77 

Per cent of rice from 
own land 

100 per cent 

0 

too 

0 

4K 

7 

93 

0 

61 

75 per cent 

u 

too 

0 

62 

II 

70 

19 

67 

50 per cent 

n 

89 

0 

71 

72 

0 

28 

74 

25 per cent 

13 

80 

7 

63 

43 

7 

50 

71 

None 

83 

0 

17 

68 

78 

0 

22 

74 

Totals 

56 

32 

II 

66 

64 

13 

23 

72 
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howeholdi with 100 per cent and 75 per 
cent of needs from own land at the time 
of the survey were making no use of the 
ration shop or of the open market. These 
households averaged 1.28 and I.2S acres 
of rice land respectively. In July, both 
groups made small use of the ration shop 
and the households with 7S per cent of 
needs met by their own land also went to 
the open nurket. Those with no rice land 
got 83 per cent of supplies from the shop 
in February and 78 per cent in July. 

Among the small and medium sized 
tke landowning groups we see the greatest 
seasonal variations in use of the ration 
shop. Households with SO per cent of rice 
needs met from their holdings (71 cents 
average rice land) purchased 11 per cent 
of needs from the shop in February, but 
72 per cent in July. Those with 2S cent of 
ne^s met on their holdings (averaging 36 
cents of rice land) got 13 per cent from 
the shop in February and 43 per cent in 
July. These large seasonal differences 
indicate that the ration shop fills a 
seasonal need for small landholders whose 
rice land acquisitions from the land 
reform were not enough to produce rice 
self-sufficiency. The ration shop thus 
functions as an extension, of the land 
reform for these households into the 
season of greatest need. Most of these 
households are members of the nair case; 
their seasonal dependence on the ration 
shop can be seen in the SI per cent of 
needs met in February rising to 68 per cent 
in July while rice from their own lands 
drops from 39 per cent in February to 11 
per cent in July. 

Labourers show high and stable use of 
the shop with 82 per cent rice needs met 
in February and 83 per cent in July. Ciaft 
households have a shop use rate of 64 per 
cent in February and 67 per cent in July. 
Agricultural labour class households use 
the shop for SO per cent of needs in 
February, but replace all their own 
holdings as a source in July with ration 
shop purchases. 

Vlll 

Rice, Ration, and Calories 

One of the seasonal adjustments in the 
Nadur sample diet is the increased pro¬ 
portion of rice in July compared .with 
February. The increase averages 6 percen¬ 
tage points for the sample as a whole; 
from 66 per cent in February to 72 per 
cent in July, it is consistent across nearly 
all socio-economic groups, except the 
Muslim and ezhava castes. In July pulayas 
get 80 per cent of their calories from rice 
of which 77 per cent comes from the ra¬ 
tion shop. Labourers are eating 74 per cent 
of their calories as rice of which 83 per 


cent comes from the ration shop. The 
lowest aduh eauivaknt income quintile 
gets 77 per cent of itt July caloties from 
rice and 90 per cent of that from the 
ration shop. The landless get 74 per cent 
of calories from rice of which 78 per cent 
comes from the shop. 

These numbers indicate the great im¬ 
portance of the shop to the poor, the 
landless, and the low caste groups in the 
Nadur sample. They also indicate that in 
lean times such as July, one survival adap¬ 
tation is to reduce the fruit, milk, and 
vegetable components of the diet. These 
foods, while nutritious, provide fewer 
calories per rupee and they are not 
available at the ration shop. 

IX 

Conclusiona 

Calorie intake in Nadur seems far bet¬ 
ter than that reported in previous Kerala 
surveys, but over SO per cent of the Nadur 
sample population was below the CDS 
Kerala minimum at both survey periods. 
How important are lunches and the ration 
shop to calorie intake in Nadur? Wc can¬ 
not provide an overall statistic to aiuwer 
this question. Using certain supply and 
demand assumptions from classical 
economic theory, P S George [1979: 37] 
estimated for 1974-75 that the lowest 
income groups would eat 14-18 per cent 
less rice without the shop while higher 
groups would decrease their consumption 
by 2-10 per cent. These declines cannot be 
translated directly into calories because 
people might replace rice with tapioca or 
some other low-priced alternative: But 
they give a general idea of the importance 
of the shop. 

For the Nadur sample, we can say that 
iunches and the ration shop display the 
following characteristics: 

(1) Lunches provide about 1 per cent of 
the total calories for the sample but raise 
the user households by S per cent. The 
iunches improve the distribution of 
calories by caste, class, income, and land 
ownership categories. 

(2) Setml lunches become strat^cally 
more important to low income households 
in July, near the end of the long lean 
season prior to the major harvest. 

(3) The ration shop provides an impor¬ 
tant food subsidy for landless households, 
but docs not bring them up to the level 
of calorie sufficiency according to the 
CDS Kerala calorie standard. 

(4) For small holder households the 
ration shop constitutes an effective exten¬ 
sion of the land reform by providing an 
important seasonal access to rice when 
their rice land ceases to be sufficient. 

(5) Both lunches and the ration shop 
probably reduce the incidence of debt 


among the poontt ho useh olds. 

(6) The snong aasodaiion between in-. 
come and calorics suggests that laising 
incomes would be a mqior route to im¬ 
proved nutrition in Nadinr. 
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budget. 372 
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LETTERS TO EDITOR 


Maternal Mortality and 
MCH Services 

IN her letter to the editor Padma Prakash 
(December 19-26) wonders whether the 
poorly implemented MCH programme 
can make a difference to maternal mor¬ 
tality as suggested by a study of which I 
am a co-author, and referred to by Irudaya 
Rajan et al in their debate on the declin¬ 
ing sex ratios. As our study report is not 
yet widely available, let me inform your 
readers that the estimates of maternal 
mortality derived by us are not based on 
registered maternal deaths but obtained 
indirectly by relating the sex differentials 
in mortality in reproductive ages to fer¬ 
tility rates, using statistical identities and 
age-specific information from the Sam¬ 
ple Registration System and the National 
Sample Surveys. The estimates so com¬ 
puted indicate a secular fall in maternal 
mortality since I960, and an acceleration 
in the fall since the late 1970s. The con¬ 
sistent downward trend of the estimated 
rates and its strong similarity with the 
trends in infant and perinatal mortality 
rates from the SRS convinced us that the 
results should not be dismissed as 
spurious. 

The question that what factors could 
be responsible for the observed reduction 
in maternal mortality is as difficult to 
answer as to know how we managed to 
raise the life expectancy at birth from less 
than 25 years at the beginning of this cen¬ 
tury to the current level of about 60 years, 
or how infant mortality declined from 130 
per l,0(X) live births in the mid-1970s to 
80 in 1990, in spite of many deficiencies 
in our curative and preventive health ser¬ 
vice delivery system. As far as we can tell, 
there has been a steady improvement 
in the percentage of women seeking 
anteiMtal services and trained medical at¬ 
tention at birth, though the coverage is 
still far from being universal. Our surveys 
in rural Karnataka indicate that about 
40-50 per cent of the pregnant women 
have availed antenatal check-ups, ad¬ 
ministered with tetanus-toxoid and receiv¬ 
ed iron and folic acid tablets. A decade 
ago, hardly any woman in rural areas was 
a beneficiary of such services. Wc have 
difficulty in comprehending the view that 
the programme could make a ’vital’ dif¬ 
ference only if the coverage reaches near 
100 per cent and virtually every pregnant 
women is subject to clinical examination. 
In our surveys, the main reason reported 
for not availina the antenatal services was 
that they are healthy and had not ex¬ 
perienced any problem with the current 
or previous pregnancies. An important 
implication is that the impact of the MCH 
programme on reproductive health could 
even be larger than that suggested by the 
reported increase in the users of antenatal 
services because those who do not avail 


the .services are probably self-selected for 
their low risk. 

According to the SRS statistics, the 
percentage of births delivered in institu¬ 
tions or by trained dais has increased from 
20 per cent in 1970 to 42 per cent in 1989. 
Even the two-fold increase in the births 
attended by trained medical personnel 
may not be reflecting fully the impact on 
reproductive mortality becau.se (i) there is 
a strong tendency to use the services of 
medical institutions in the case of com¬ 
plicated pregnancies (our studies, for ex¬ 
ample, suggest that health institutions are 
used more frequently in the case of first 
birth than later births); (ii) with the im¬ 
provement in transport and communica¬ 
tion. complicated cases teach the medical 
institutions quickly: (iii) due to the signifi¬ 
cant fall in fertility in older age groups, 
fewer births are occurring to women of 
parity four and over who have higher risk 
of maternal mortality; and (iv) in course 
of time, even the untrained dais may have 
acquired knowledge on proper procedures 
to be followed while attending a birth. 

Coming to the question of quality of 
MCH services, it is necessary to 
underscore the point that quality is an 
elusive concept to measure, and very often 
a matter of judgment made against a set 
of vaguely defined standards or expecta¬ 
tions. Public discontentment with the 
quality of existing services often gqes 
hand-in-hand with rising aspirations of 
people and growing awareness of con¬ 
sumer rights, and hence may be a poor 
indicator against which the impact of a 
programme ought to be judged. It is not 
uncommon to hear deaths from 
negligence or incompetence of service- 
providers evep in developed nations where 
maternal mortality has reached a level as 
low as 10 per 1,00,000 live births. In com¬ 
parison, the estimated maternal mortali¬ 
ty of 555 per 1,00,000 live births, in our 
opinion, is a fair indicator of the quality 


and coverage of MCH services in this 
country. 

Dharwad Maat Bhat 

Combat Communalism! 

WE, as professional economists, are ex¬ 
tremely worried about the developments 
since December 6, which are doing in¬ 
calculable harm to the Indian economy 
and at a time when the country is pass¬ 
ing through a very serious economic crisis. 
These developments are diverting popular 
attention away from the real issues that 
confront us—such as, mass poverty, 
unemployment, backwardness, public 
debt (both domestic and foreign) and 
balance of payment difficulties and are 
creating uncertainties and instabilities that 
would undermine long-term productive 
investment. Such developments are also 
isolating India from a sizeable segment of 
the world economy at the expense of 
valuable foreign exchange earnings. We 
believe, that secularism, rule of law and 
scientific temper are essential pre-requi¬ 
sites of a modern economy. We are 
confident that the vast majority of 
Indians are not in favour of communal 
confrontation. 

^ urge the government to remain firm 
in its opposition to the communal and 
divisive forces and to desist from 
economic mea.suies that aggravate poverty 
and unemployment as that would play 
into the hands of such forces. We also 
favour people-oriented socio-economic 
policies for speedy progress and social 
justice, and for inspiring mass participa¬ 
tion in development, as the best way of 
combating the growing menace of 
communalism. 
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K P Kannan, Indira Hiraway, Vinod 
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Grave-Digging 


T he central budget for 1993-94 is a decisive step forward 
in the structural adjustment programme begun a year 
and a half ago in July 1991, involving, on the one hand, the 
globalisation of the economy by opening it up to the free 
inflow of goods, technology and capital and, on the other, 
fiscal retrenchment and reliance on the market mechanism 
and private initiative for development. In the perception of 
the government, for the success of this strategy it is im¬ 
perative to seek large external support in the form of so-called 
exceptional financing from the multilateral financing agen¬ 
cies, inevitably subjecting the economy to their condi¬ 
tionalities and performance criteria. The government has 
already initiated negotiations with the IMF for borrowing, 
immediately on completion of the present stand-by arrange¬ 
ment, an additional S 6 to 7 billion in the next two to three 
years under the Extended Fund Facility (EFF) and with the 
World Bank and the Asian Development Bank for structural 
adjustment and sectoral loans so as to put together another 
$ 2.S to 3 billion of exceptional financing annually over the 
next three years or so. 

The 1993-94 budget is obviously intended by the finance 
minister as a major exercise to assure these agencies of the 
Indian government’s bona Tides. He therefore had to speed 
up the process of globalisation and all-out market-orioitation 
irrespective of its relevance to the country’s present stage of 
development and the inescapable economic and social con¬ 
sequences. Because the budget is a decisive step forward in 
the so-called structural adjustment of the Indian economy, 
it IS necessary to record, before the merits of the individual 
fiscal proposals are examined, that many elements of that 
strategy are too drastic and premature, that they will lead 
to a further deterioration of the external disequilibrium and 
push the country into a worse debt crisis, that thfe country’s 
social and economic infrastructure is too fragile for all-out 
market-dependent development, that the social costs of fiscal 
retrenchment and demand compression are likely to prove 
harsh in the extreme and irreversible and that even the suc¬ 
cess stories of the few Asian countries held out as models 
for India were made possible only by the state engaging in 
an.activist role in selectively directing market incentives in 
favour of specific areas of manufacturing and exports as well 
as in securing massive improvements in educational and 
health standards which alone can be the source of growth 
of productivity and enhancing of labour skills. 

Coming to the budget for 1993-94, many non-fiscal 
measures announced in the finance minister’s speech, such 
as the moneury policy changes, the further reform of the 
flnanaal sector including the capital market and the unifica¬ 
tion of the exchange rate of the rupee, while they have signifi¬ 
cant fiscal linkages and implications, nevertheless deserve 


separate treatment. In the budget proper the finance minister 
claims to have concentrated on ‘reform' of the indirect tax 
structure by slashing import duties and excise duties. On the 
overall stance of the budget's taxation measures, two ob.ser- 
vations need to be made at the outset. First, any attempt at 
tax reform must seek to raise the proportion of total tax 
revenue to GDP from the current low level of less than 17 
per cent. Even the Eighth Plan document has visualised the 
raising of the tax-to-GDP ratio from 17.1 per cent in 1991-92 
to 19.8 per cent in 1996-97. Two years of the Plan are over, 
but the tax-to-GDP ratio will if anything show a further 
decline in 1993-94. It is nothing shoit of deception to claim 
that better tax compliance and improved economic perfor¬ 
mance will compensate for the drastic and indiscriminate 
reduction of tax rates. Nothing of the sort has happened in 
the past. Second, the strategy of stoking consumer demand 
to bring about an industrial recovery in the short run and 
of generally depending on consumption-ba.sed industrial 
growth is unlikely to prove sustainable. From whatever 
macro-economic angle we view the problem—from that of 
price stability, containment of the twin deficits of the budget 
and the current account of the balance of payjncnts or the 
need to step up domestic investment—restraining non- 
essential consumption and raising the domestic saving rate 
continue to be of paramount importance. What the budget 
for 1993-94 has done is to destroy the very basis for any ef¬ 
fort to move in the direction of these vital macro-economic 
goals. At its current stage of development, if India does not 
achieve a marginal domestic saving ratio of 30 per cent or 
thercabout.s, the result can only be an unsustainable current 
account deficit and consequential increase in external debt 
to finance current consumption. 

The finance minister has encouraged the tinpression of 
having performed a near miracle in his budget in that, despite 
gifting away large amounts of tax revenue by way of reduc¬ 
tion of excise duties (Rs 2,249 crore) and customs duties 
(Rs 3,273 crore) and reducing the budget deficit from 
Rs 7,202 cror to Rs 4,314 crore. he has been able to push 
up the central Plan outlay by 32 per cent from Rs 48,407 
crore in 1992-93 to Rs 69,936 crore, i he budgetary support 
to the central Plan by 26 per cent from Rs 18,501 crore to 
Rs 23,241 crore and the budget’s contribution to the central 
and state Plans taken together by IV per cent from Rs 34,612 
crore to Rs 41,251 crore. The finance minister also claims to 
have provided for large increases in the outlays on rural 
development (by 62 per cent), the Jawahar Ro/gar Yojana 
(also by 62 per cent), education (by 37.6 per cent) and health 
(by 60 per cent). This apparent achievement has been held 
out as a vindication of the reform process. A closer look at 
the budget, however, exposes the hollowness of these claims 
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Thus the seemingly impressive increase in 
the centre’s Plan outlay has been achieved 
at the cost or non-Plan development or 
capital ex|}enditure. While Plan expen¬ 
diture has been shown to rise by Rs 4,278 
crore (or 11.6 per cent), the centre's total 
expenditure in I993-94 would show an in¬ 
crease of only Rs 6,597 crore (or 5..3 per 
cent) and, if inten'st payments are exclud¬ 
ed, the increase would be just 1.2 per cent, 
from Rs 92,226 crore in 1992-93 to 
Rs 93,323 crore in 1993-94. When further 
adjustments are made for net transfers out 
of the budget due to additional external 
debt service payment.s, this minuscule in¬ 
crease may be altogether wiped out. Total 
capital expenditure in fact shows a decline 
of Rs 263 crore. 

The net transfer of resources from the 
centre to the states and union territories 
has been a particular victim of the finance 
minister’s eagerness to be seen to be per¬ 
forming fiscal miracles. The increase in 
such transfers in 1993-94 will be no more 
than Rs 1,672 crore (3.5 per cent) com¬ 
pared to Rs 5,432 crore (12.9 per cent) in 
1992-93, Rs 4,697 crore (12.5 per cent) in 

1991- 92 and Rs 7,769 crore (26,0 per cent) 
in 1990-91. This has grave implications for 
the state government’s budgetary position 
and for their development expenditure in 
particular. Of the total increase of 
Rs 14,2)7 crore in the central Plan outlay 
itself, as much as Rs 10,610 crore are to 
come from the internal and extra-bud¬ 
getary resources of public enterprises. In 
other words, implicit in the budget are 
large increases in administered prices, 
apart from the public enterprises having 
to take recourse to sizeable market bor¬ 
rowings. Besides, an increase of as much 
as Rs 3,555 crore has been planned in the 
central government's own capital receipts 
in 1993-94 compared to only Rs 717 crore 
in 1992-93. While the government’s 
market borrowings have been retained at 
Rs 3,700 crore against Rs 3,670 crore in 

1992- 93, net extra borrowings through the 
364-day treasury bills have been planned 
at Rs 6,000 crore against Rs 5,300 crore 
during the previous year. In order to fetch 
a net amount of Rs 6,000 crore through 
this new money market instrument, the 
Reserve Bank would have to organise the 
issue of bills for a gross amount of as 
much as Rs 15,286 crore, which is sure to 
put the financial markets under heavy 
pressure and further push up the yield 
rates on the bills (currently already rang¬ 
ing between 10.5 per cent and almost II 
per cent). In addition, the capital budget 
of the government expects a further 
Rs 3,5(X) crore by way of disinvestment of 
equity holdings in public enterprises. 
Public enterprises are expected to raise 
through bonds and debentures Rs 6,882 
crore compared to Rs 6,291 crore in 
1992-93. Simultaneously, State Bank of 
India and some other public sector banks 
are to tap tiie capital market to raise fresh 
equity to meet capital adequacy norms 
over the next three years. These multiple 


demands on the capital and money markets 
will take place at a time when the growth 
of mcmey supply and bank deposits are like¬ 
ly to be constrained by policy considera¬ 
tions. The experience of the Indian 
Railway Finance Corporation in 1992-93 
when it has been able to raise only a 
meagre Rs lO.S crore out of a projected 
borrowing of Rs 1,200 ciorc, despite rais¬ 
ing the tax-free rate of interest from 9 per 
cent to 10.5 per cent, holds out grim 
lessons for public enterprises in 1993-94. 
The finance minister has also not hesi¬ 
tated to inflate receipts by taking credit 
fur sale of confiscated gold and silver to 
the tune of Rs 1,(X)0 crore in 1993-94 
against Rs 7) crore in 1992-93. 

On the expenditure side, the appearance 
of substantial rise in the centre's Plan 
expenditure has been created by, inter alia, 
restraining the net transfer of resources to 
the states and union territories, as noted 
above. 1'ransfers to the states have been cut 
back under every head. Non Plan grants 
to the states arc lower by Rs 777 crore over 
1992-93 and central assistance for state 
and union territory Plans, which rose by 
about Rs 1,866 crore in 1992-93, will be 
larger by just Rs 430 crore in 1993-94. The 
sharpest cut back is, of course, in the 
states’ share of taxes and duties—an in¬ 
crease of only Rs 1,524 crore (7.4 per cent) 
compared to Rs 3,326 crore (|9.3 per cent) 
in 1^2-93—thanks to the drastic reduc¬ 
tion in excise duties. The sharply reduced 
tempo of resource transfer to the states 
and unioir territories cannot but adversely 
affect the combined allocation of the 
centre and the states together for agri¬ 
culture and the social sectors such as 
education and health. It is necessary to 
emphasise this specially because in the 
budget speech the finance ministei has 
made so much of having provided for a 
37.6 per cent increase in the centre’s outlay 
on education, for instance The fact is that 
the centre’s Plan allocation for education 
does not constitute even 5 per cent of the 
total expenditure on education of the cen¬ 
tre and the states together (Rs 2l,(M0 crore 
in 1992-93). The total expenditure on 
education, which grew at the rate of 15 
to 16 per cent per annum during the six- 
year period 1985-86 to 1991-92, rose by 
only U) per cent in 1992-93 under the im¬ 
pact of the structural adjustment policies. 
Because of the slowing down of the 
growth of resource transfer to the states, 
the slower growth of the total expenditure 
on education will continue in 1993-94. 
The much-touted increased allocation in 
the centre’s budget will make no difference 
to this and is thus not. worth talking 
about. The same precisely is true of health 
as well, where the provision of Rs 302 
crore by the centre in 1992-93 constituted 
a mere 6 per cent of the total expenditure 
of the centre and the states together. 

It is a fact that the structure of customs 
and excise duties had become somewhat 
onerous over the years. This was, however, 
the consequence of the government’s 


failure to evolve a more «|uitable system 
of taxation with direct taxes on income 
and wealth playing an adequate role. Any 
tax reform now must, therefore, begin 
with the broadening of the base of direct 
taxation before any reduction in the 
incidence of indirect taxation can be 
thought of, so that the growth of develop¬ 
ment outlays is not jeopardised. Even in 
regard to indirect taxes the differentiation 
between non-essentials and items of essen¬ 
tial mass consumption has to be retained 
so as to ensure the progressivity of the tax 
system. The surrendering of excise duty 
revenue to the tune of Rs 2,249 crore and 
the indiscriminate reduction of the rates 
of duty are thus totally indefensible, 
especially when seen against the cost of 
these measures in terms of the reduced 
outlays on essential public programmes 
for development of the social and 
economic infrastructure and for the 
amelioration of the condition of the poor. 
Equally indefensible is the drastic reduc¬ 
tion in import duties which cannot but 
hurt domestic industry quite severely. For 
example, the lowering of the rate of duly 
on agricultural machinery and imple¬ 
ments from 55-110 per cent to 25 per cent 
or the levels of duty now prescribed for 
general machinery and project imports (35 
per cent), for coal mining and petroleum 
refinery equipmenr (25 per cent) and for 
power projects (20 per cent) represent ab¬ 
ject surrender to the pressures for the 
opening up of the sizeable. Indian economy 
in the name of globalisation exerted 1^ the 
deyeloped countries and the international 
financial institutions controlled by them. 
In the process the government has thrown 
overboard both considerations of revenue¬ 
raising for development and extending 
essential protection to domestic industry. 

POLITICS 

Strong Medicine 

EVERY medicine has soir<c side-effects, 
that is, apart from its specific cure, and 
the more potent the drug, the more serious 
its side-effects generally. This is true about 
socio-political therapy as well. The hap¬ 
penings in New Delhi on February 25 on 
the occasion of and around the BJP’s cal! 
for the Boat Club rally are a case in point. 

The forestalling of a repetition of the 
Ayodhya episode was an imperative duty 
before the country and stringent admini¬ 
strative-police action on that account was 
an inescapable task for the regime But for 
reasons of its own the Narasimha Rao 
government broadened the sweep of its 
prohibitive Fiat to include all rallies by all 
organisations for a period of three months 
within the purview of its blanket ban. As 
a result the programmed mobilisation by 
the left parties and their centrist friends 
on issues directed against the Sangh 
parivar as well as the Congress(l) govern¬ 
ment’s orientations had to be abandoned. 
Thus in its bid to frustrate anti-democratic 
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iinges, tne union government iih|i 
curbs on democmtic movements as well. 

Much more signiflcant, indeed sinister, 
are the implications of the police 
'bandobast' with barbed wire concertina 
on the ground and surveillance helicopters 
in the sky, which turned the capital into 
a besieged city. This new ’advance' in mass 
management technology made by the 
regime with at least a quatified acceptance 
by the democratic opposition will no 
doubt be employed against the latter as 
and when their turn comes. 

While noting these ‘side-effects’, the 
Left and democratic forces, however, need 
have no regrets for the position uken by 
them on the fundamental issue, for a 
repetition of the Ayodhya episode had to 
be prevented whatever the cost. The 
dangerous ‘disease’ needed the potent 
drug. But now is the time for tackling the 
side-effects. 

All this basically is pan of the general 
political process; between them, the Right- 
centre and the far-Right always manage 
to queer the pitch for the Left and 
democratic forces. This is a sort of 
price that the latter have to accept for 
their inability to snatch the political 
initiative from the conservatives and the 
reactionaries. 

A correspondent adds: 

The administration’s ability to foil the 
BJP rally in New Delhi on February 25 
once again proves that if the government 
has the will and determination to counter 
the ‘Sangh parivar’ it can take effective 
measures to prevent communal riots. 
After a period of dilly-dallying following 
the announcement of the ban on the ral¬ 
ly. Narasimha Rao Tinally succumbed to 
pressures from his rivals within the 
ruling party—and proddings by the 
opposition—to give the green signal to the 
administration to take all steps to prevent 
the rally. 

Pre-emptive measures like stopping the 
participants from entering Delhi and 
arrest of potential trouble-makers in a 
large measure forestalled the convergence 
of BJP activists at the Boat Club. As for 
those who managed to sneak into Delhi 
from outside along with their supporters 
from among the Delhi citizens who at¬ 
tempted to defy the ban, the police suc¬ 
ceeded in dispersing them by ie.sorting to 
lathi-charge and firing of tear-gas shells 
and water cannons—far less lethal than 
bullets that the trigger-happy police used 
to kill some Muslim inhabitants of 
Silampur in Delhi in the wake of the 
Ayodhya demolition. As a result, the BJP 
finds itself denied the opportunity to 
claim a few martyrs who could have been 
used to whip up another bout of com¬ 
munal frenzy. 

Bus the administrative steps to prevent 
the February 25 rally—and their effec¬ 
tiveness in thwarting the murderous in¬ 
stincts of the goons among those who 


“ciNie to the rally—raise a pertinent ques¬ 
tion. Why could these steps have not been 
taken in Ayodhya on December 6—and 
later. In Bombay and Surat? The plea that 
tou^ steps against the ‘kar-sevaks* to pre¬ 
vent them from converging in Ayodhya 
would have led to a massacre, is nonsense 
Pre-emptive measures like arrests of 
potentiid mischief-makers (as done on the 
eve of the February 25 rally in Delhi) and 
dispersal of a few hundred vandals who 
congregated to demolish the Babri Masjid 
by the usual methods of lathi-charge and 
tear-gassing (which were resorted to in 
Delhi) appear to be enough to make the 
proponents of ‘Hindutva’ turn tail. 

After February 25 >ve are left with a few 
intriguing questions, yjas the braggadocio 
of the ‘Sangh parivar’ taken by the state 
and the political parties as a sign of mass 
popular support? Why has the BJP failed 
to put up an effective resistance against 
the states repressive measures on February 
25 and rally a mass movement all over 
India against these measures? If the cen¬ 
tre could thwart the February 25 rally, why 
could it not prevent the demolition of the 
Babri mosque and the riots that followed? 
Why was it necessary for thousands of 
innocent people to get killed before the 
prime minister decided to take steps 
against the BJP rally? Why is the Shiv 
Sena—which publicly boasts about its role 
in the massacre of Muslims in Bombay— 
still allowed to function a^ legal parly? 
Above all, what is the game that prime 
minister Narasimha Rao is playing? 

EXCHANGE RATE 

Cost of 'Unification* 

CAN the exchange rale of the currency of 
a weak country with a fundamental dis¬ 
equilibrium in its balance of payments be 
left to be market-determined? In inter¬ 
national fora the less developed countries 
have always taken the position that the 
floating exchange rates regime has harmed 
world trade and the interests of the LDCs 
in particular. Should not then individual 
LDCs safeguard their interests by not 
allowing their exchange rates to be deter¬ 
mined by the vagaries of the market place? 

The exchange rate of the rupee must, 
of course, serve the purpose of enhanc¬ 
ing the competitiveness of India’s exports. 
But arc there no economic norms to 
decide how much the rupee should be 
depreciated .so as to make our expoCS 
competitive enough? Between 1990-91 and 
now, the rupee cost of acquiring one unit 
of a basket of four major foreign curren¬ 
cies has gone up by nearly 100 per cent 
>n nominal terms and by about 75 per cent 
in real terms, is this not enough? Of 
course, these foreign exchange costs/ 
benefits vis-a-vis the rupee have io be ad¬ 
justed to allow for the elimination of sub¬ 
sidies and the reduction in import duties. 
But it is the strength of subsidies and im¬ 
port duties that they are neither univei- 


sal iior'unlli[»rm; th^ ^mit selectivity 
and discrimination between different pro¬ 
ducts as well as between different periods 
and situations. Above all. they permit 
moderation of the benefits/costs so that 
their socio-economic consequences can be 
planned for. 

The dictum that the exchange rate of 
the rupee must reflect the scarcity of 
foreign exchange can be stretched to the 
point of fostering speculative anarchy in 
the foreign exchange markets. The conse¬ 
quences. especially for bask raw maieriab 
and production inputs like petroleum pro¬ 
ducts and fertilisers or for essential goods 
such as life-saving drugs, in whose case 
there is no scope for import duty reduc¬ 
tion to offset precipitate exchange rate 
depreciation, can only be disastrous. A 
regulated exchange rate, combined with a 
socially rational structure of subsidies and 
duties, can cope effectively with, for 
instance, situations of acute scarcity of 
essential commodities such as foodgrains 
due to crop failures and other exigencies. 
This weapon once surrendered in favour 
of reliance on market forces cannot be 
readily retrieved. 

There are norms for determining 
reasonably accurately the rational price of 
foreign exchange, such as (i) inflation dif¬ 
ferentials between India and its principal 
trading partners, (ii) the nominal changes 
in the rupee value relative to the curren¬ 
cies of the trading partners, (iii) the degree 
of correction required in the balance of 
payments, (iv) the fiscal and other incen¬ 
tives available to exporters, and (v) the 
broad indicators of market expecutions. 
The current Indian situation precisely 
highlights the pitfalls of giving up the ad¬ 
vantages of an administt^ exchange rate 
regime for a so-called market system in 
the face of a fundamental disequilibrium 
in the external sector. 

The entire reserves in the foreign 
exchange kitty (around S 5.2 billion) 
represent borrowed funds. Export growth 
continues to be niggardly. In any event 
sustained growth of exports at IS-16 per 
cent annually in real terms will take a few 
years to materialise, on most optimistic 
expKiations. All balance of payments 
projections point to the requirement of 
S 2.5 to 3 billion of so-called ’exceptional 
niiancing' annually for the next three 
years. The country has in the meantime 
already entered the high debt zone and has 
to be prepared to set aside over S 8 billion 
a year for debt servicing alone At the 
same time situations ate bound to crop 
up when the country is forced to import 
even foodgrains. the cost of whkh will 
bd'vastly aggravated by changes in market 
expectations of the rupee's exchange rate: 
Even as things arc, while the market rate 
of the rupee may remain stable for a few 
months initially after the unification of 
the dual exchange rates, thanks to some 
special factors including the unwinding of 
foreign exchange positions held by ex- 
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rate change, this situation is unlikely to 
last beyond a Tew months. If just last 
month, when there was no serious shor¬ 
tage of foreign exchange, speculation 
could force down the market value of the 
rupee from Rs 30.50 to a dollar to 
Rs 33.30 to a dollar, the rupee could be 
serit tumbling down in a situation of real 
foneign exchange shortage which may 
emerge sooner than generally anticipated. 

Such precipitate declines in the value of 
the rupee cannot but have profound con¬ 
sequences for the cost structure df in¬ 
dustries and the consumption baskets of 
the people and spark off economy wide 
inflation. This prospect is entirely realistic, 
.considering the level of the country's 
imports touch S 28 billion in 1993-94, 
about S 7billion, or the equivalent of 
about $ 7 billion, or the equivalent of 
three months’ imports, is the minimum in 
reserves that the Reserve Bank will need 
to have to be able to influence the foreign 
exchange markets. It is unlikely that such 
a high level of foreign currency a.s.sct$ will 
be built up in the near future. InsufFicient 
reserves with the authorities can, under a 
market-determined exchange rate regime, 
be an invitation to speculation, creating 
vast uncertainties and disrupting critical 
segments of the economy. 

These larger concerns apart, the govern¬ 
ment seems to be unmoved even by the 
repercussions of its exchange rate policy 
for the debt service burden. The country’s 
overall external debt obligations are 
currently about $ 83 billion or near 
Rs 2,60,000 crore. which should call for 
not less than Rs 21,000 crore of debt ser¬ 
vice payments during 1992-93. The 
Economic Survey notes that while in US 
dollar terms the debt service payments 
(eicluding defence and Russian debt) were 
roughly of the same order in 1990-91 
($6.43 billion) and 1991-92 ($6.44 
billion), the equivalent amount in rupees 
shot up from Rs 11,541 crore in 1990-91 
to Rs 15,928 crore in 1991-92 essentially 
due to the depreciation of the rupee. Thus 
the rupee’s depreciation has already 
iplaced an additional burden of debt ser¬ 
vice payments of Rs 4,000 crore in 1991-92 
and 1992-93. While some groups, such as 
exporters or those making remittances 
from abroad, will derive benefits in the 
form of larger rupee equivalents on the 
receipts side, the overall additional cost to 
the economy is thus obvious. And some 
part of the additional burden will have to 
be borne by the ceqtral budget itself. 

THE BUDGET 

Axe on Investment 

REDUCING the fiscal deficit as a penen- 
tage of GDP comes at the lop of finance 
minister Manmohan Singh’s priorities fur 
economic poli^. Such fiscal correction, 
according to him, will “ensure that infla¬ 
tionary expectations arc effectively 
curbed"—an expectation which is. 


tio^in, hot supported by either the 
Indian experience or the rect^ elsewhere. 
If inflationary expectations are to be kept 
on leash, the lever to operate with 
maximum effect is what the Economic 
Survey refers to as the monetised deficit, 
namely, net credit by the Reserve Bank to 
the government, because it is this deficit 
which represents “the budgetary contribu¬ 
tion to money supply”, to quote the 
Economic Survey. 

No doubt, alongside the proposed 
reduction in the fiscal deficit from 5.3 per 
cent in 1992-93 (RE) to 4.7 per cent in 
1993-94, it is projected that the monetised 
deficit would also go down from 0.77 per 
cei-.t to 0.55 per cent. But the bulk of the 
reduction in the fiscal deficit is sought to 
be achieved otherwise. Given the exclusive 
focus on reducing the fiscal deficit, the 
deficit on revenue account is projected to 
decline only marginally as percentage of 
GDP (from 2.4 per cent to 2.2 per cent). 
As a result, the dissaving in the central 
budget proceeds at more or less the old 
pace. 

The burden of adjustment necessary to 
effect the reduction in the fiscal deficit is 
to fall on the government’s capital expen¬ 
diture. Thus the centre’s plan expenditure 
on capiul account as a proportion of total 
plan expenditure is allowed to decline 
from 51.3 per cent in 1991-92 to 44.5 per 
cent in 1992-93 (RE) and to only 41.4 per 
cent in 1993-94. It is against the back¬ 
ground of this precipitous decline in plan 
expenditure on capital account that one 
has to view the proposed enhancement in 
allocations to rural employment knd 


social sector programmes. Surely; the 
finance minister cannot expect it to go 
unnoticed that withjMU plan expendituie 
pegged down to the same level of 5.3 per 
cent of GDP in l!^3'94«s in 1992-93 (RE) 
and with plan expenditure on revenue ac¬ 
count receiving a substantial step-up, the 
axe has fallen heavily on plan expendituie 
on capital account? 

The constraints within which the 
finance minister has operated were 
altogether self-imposed, be they those on 
additional revenue mobilisation or on the 
mobilisation of savings of other sectors 
for the purpose of financing the govern¬ 
ment’s plan outlays on capital account. 
Although he does pay lip-service to the 
scope for “substantial expansion of public 
investment” in infrastructure, especially 
on power generation, telecommunications 
and roads, in fact the budgetary support 
provided for such investment has been 
severely curtailed. In essence, then, the 
growth generating impact of the budget 
has been confined to cosmetic measures 
such as the tax holiday for investment in 
the backward states. 

RAILWAYS 

On a Tight Leash 

THE pricing and performance of 
monopoly enterprises arc looked upon 
with suspicion the world over, for they can 
hide degrees of inefficiency behind their 
monopoly profits. In the case of organisa¬ 
tions such as the Indian railways, apart 
from inefficiency, there is the rampant 
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miniMer has described as an ‘unsocial 
burden’ that costs the railways at least 
Rs 2,000 crore annually. Therefore, when 
the railway minister resorts to hefty 
across-the>board increases of 10 per cent 
in passenger fares and 10 to 12 per cent 
in freight rates to fetch a record sum of 
revenue of Rs 1,848 crore in the 1993-94 
railway budget on top of a similar burden 
of Rs 1,306 crore imposed in the previous 
budget (net' of post-budget concessions), 
it cannot but attract critical comment. 
However, notwithstanding the tremendous 
scope for improving efficiency and 
eliminating corruption, the overall Tinan- 
cial and physical performance of the 
railways contains significant positive 
elements. 

In recent years the railways have 
been facing tremendous macro-policy 
pre$.sures. First, during the past two years 
of stabilisation and structuial adjustment, 
there have occurred sizeable post-budget 
cost escalations which the railways have 
been hard put to absorb. In 1991-92, there 
was a two-step devaluation, higher 
dearness allowance following rapid infla¬ 
tion, increases in electricity tariffs and 
upward revision of coal prices. The bulk 
of these additional imposts were absorbed 
within the budgeted ordinary working 
expenses of Rs 9,180 crore in 1991-92 
except for Rs 29 crore (or 0.3 per cent) by 
which the budgeted expenditure was 
exceeded. Again, during 1992-93, several 
post-budgetary factors like further hikes 
in dearness allowance rates, decontiol of 
steel prices, procurement of foreign 
exchange at market prices, hike in diesel 
pric«i and continued increases in electri¬ 
city tariffs placed an even heavier burden 
on railway finances. Of these all but 
Rs IIS crore (or 1.1 per cent) were absorb¬ 
ed within the budgeted ordinary expenses 
of Rs 10,460 crore for 1992-93, with the 
revised estimates for the year placed at 
Rs 10,575 crore. 

The ordinary working expenses 
budgeted at Rs 11,955 crore for 1993-94 
would show a slightly reduced increase of 
13.4 per cent as against 14.8 per cent in 
the previous year. With the scrapping of 
the dual exchange rate, the cost of imports 
by the railways is likely to again go up 
(with some offsetting effect of reduction 
in customs and excise duties). Second, 
with the dwindling of the budgetary sup¬ 
port extended by the General Revenues, 
the railways have perforce had to fend for 
. themselves. During the Fifth Plan, 
General Revenues contributed as much as 
Rs 1,495 crore or 68.1 per cent of the total 
sources of funds with the railways of 
Rs 2,195.21 crore. This contribution was 
Rs 1,765 crore or 35.4 per cent of the 
railways* total funds of Rs 4,989.6 crore 
in 1992-93 (revised estimates), but it is 
expected to be less than half at Rs 790 
crore, or about 14.2 per cent of the total 
of Rs 5.561.29 crore, in 1993-94. Thus the 
railways would have generated more than 
85 per cent of the funds from internal caish 


“’"fbnenition as against aooui ju per cent 
a few years ago. 

Thiid, the additional cash generated in¬ 
ternally by the railways has been after 
discharging a gradually rising dividend 
payment to the General Revenues (which 
was Rs 926.14 crore in 1990-91 and is 
budgeted at Rs 1,253.00 crore in 1993-94) 
and after fully liquidating by the end of 

1992- 93 the railways’ past liability of 
Rs 950 crore as at the end of 1990-91 to 
the central government. 

Fourth, the challenges which the 
railways have faced have emanated from 
the need to generate ‘surplus’ (or what has 
now been christened in the 1993-94 budget 
as ‘excess’) to finance repayment obliga¬ 
tions, as also to meet the cost of Develop 
ment i-'und Works and a growing part of 
the capita! requirements of the railways. 
The budget for 1992-93 had visualised an 
excess of Rs 564 crore but the revised 
estimates now place the excess higher at 
Ks 757 crore. The excess is budgeted to 
gallop to Rs 2,195 crore in 1993-94. Apart 
from ihedra.stic reduction in support from 
the Cicneral Revenues, even the market 
borrowing planned by the Indian Railway 
Finance ( orporation (I RFC) to supple¬ 
ment resources for the railways’ Plan has 
proved to be increasingly difficult, despite 
the rai.sing of the yield rate on the 
railways’ bonds from 9 per cent to 10.5 pet 
cent. As against a target market borrow¬ 
ing ol Rs l.2(X) crore, IRFC has been able 
to raise only a paltry sum of Rs 10.5 crore, 
thanks to the radical changes in market 
perceptions of acceptable yield rates 
following financial sector liberalisation. 
Hence the railways have been compelled 
to generate internal re.souices to finance 
their investment. The railways have now 
proposed the setting up of a Capital Fund 
for which they have set aside Rs 370 crore 
in 1992-93 and propose to provide as 
much as Rs 1,960 crore in 1993-94. As a 
result, the lailways' Annual Plan for 

1993- 94 has been raised by 13.8 per cent 
from Rs 5,710 crore in the previous year 
to Rs 6,500 crore though in real terms this 
may represent an unchanged level of 
outlay because of the lisc in steel prices 
and other investment costs. 

Finally, the financial cost of the social 
obligations borne by the railways has 
gradually increased from Rs 2,104 crore 
in 1989 90 to Rs 2,250 crore in 1992-93. 
While no comparable estimate is available 
for 1993-94, it is unlikely to t>e much 
lower, except for the withdrawal of exemp¬ 
tion from freight increase in respect of 
four commodities, namely, grains and 
pulses, sugar, die.sel and oil-cake, which 
may bring in about Rs 200 crore in 
1993-94. 

In sum, the railways have accepted the 
challenge of a*‘hard’ budget constraint 
and achieved rca.sonable self-sufficiency 
in many respects; they have paid an agreed 
rate ol dividend to the General Revenues, 
liquidated past overdue obligations to the 
central government, continued to bear 
some social obligations and generated a 
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so as to sustain their development plan at 
a reasonable level. They have been able to 
do so because there has occurred a steady 
improvement in the operating ratio from 
around 93 per cent during 1987-88/ 
1988-89 to 87 per cent in 1992-93 (revised 
estimates) and further to 83.1 per cent in 
1993-94 (budget estimates). The obverse 
of this improved efficiency, to an extent, 
is the steady rise in the ratio of net revenue 
to capital-at-large from 6.2 per cent in 
1987-88 to an expected 15.3 per cent in 
1993-94. w Inch must be some achievement 
for any national railway syiitem in the 
world. 

Howevei, as the railway minister has 
pointed out, the railways' capacity utili.sa- 
tion is now- approaching a plateau and 
there is hardly any slack left in the system. 
Railway lines are saturated and massive 
outlays would be required to create addi¬ 
tional capacity and for replacement of 
assets. This situation has ari.sen because 
of the insufficiency of investment in new 
lines and rolling stock in the recent past. 
For instance, while electrified route 
kilometres have gone up quite nignificant- 
ly. total route kilometres have remained 
almost stationary fur a long period; hav¬ 
ing reached 60,234 at the etid of the Third 
Flan (l%5-66), they remained at 61,815 at 
the end of March 1980; the increase since 
then has again been marginal, to 62,458 
after 12 years at the end of March 1992. 
Correspondingly, the number of railway 
stations has gone up by only 37 in 27 
years, from 7,079 in 1965-66 to 7,116 in 
March 1992. The number of passenger 
coaches has increased from 26,108 in 
March 1966 tu 27.82.5 in March 1990 and 
to 29,500 in March 1992. The number of 
wagons has actually declined, though 
there has iKcn some improvement in turn¬ 
around. Despite the relative stagnation in 
rolling stock, the revenue earning freight 
traffic and passengers carried have 
generally grown, the former at a com¬ 
pound rate of 3 per cent per annum dur¬ 
ing the past 12 years and the latter at 1.6 
per cent per annum. Fas.scnger kilometres 
have risen at the raie of 2.8 pet cent per 
annum during the same period. The 
railways have improved their physical per¬ 
formance leceiiily. In 1991-92 they carried 
338 million tonnes of revenue-earning 
freight traffic, that is, 19.6 million tonnes 
or 6 per cent more than in 1990-91. This 
contrasts with a rise of only 8 million ton¬ 
nes in each of the previous two years. The 
railways hope to end 1992-93 with an in¬ 
crease of 12 million tonnes or 3.6 per cent 
in freight irafTic, despite Ayodhya and 
other disturbances. The number of 
pas.sengers carried loo has increased by 
about 5 per cent in each of the latest two 
years. These improvements in physical 
performance have occurred when the total 
staff employed has generally remained 
static; l,6()3 thousand at the end of March 
1980, 1,651 thousand at the end of March 
1991 and 1.654 thousand at the end of 
March 1992. 
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Ratna Drugs 

RATNA DRUGS, which a medical practi- 
(ioner of 27 years. Dr Ali A Daivi, has pro¬ 
moted with others, is implementing a Rs 434 
lakh bulk drugs project at l.ote I'arshuram 
(MIDC) in Ratnagiri district of Maharashtra. 
Against Rs 369 lakh of equity to meet the 
project cost, the company is issuing shares 
of Rs 10 worth Rs 276 lakh at par to the 
public. The issue opens on March 18 under 
PNB Capital Services and Slate Bank of 
Indore as lead managers. The company has 
a licensed capacity of IS tonnes of atenolol, 
5.4 tonnes of proparanolol HCL and 60 ton¬ 
nes of mebenda/x>te per annum. These drugs 
arc used for cardiac problems, high blossd 
pressure and as anti-worm medicine. There 
is to be no restriction on the selling prices 
under the Drug Price Control Order, as the 
company is registered with SIA. Commer¬ 
cial production is expected by May this year. 
Although there is no export obligation, the 
company proposes to expoit its products at 
a later stage. Other than share capital of 
Rs 369 lakh, including promoters' contribu¬ 
tion of Rs 93 lakh, the project finance is to 
come from term loans of Ks 35 lakh and 
.state capital subsidy of Rs 3U lakh. The 
public issue includes Rs I.IO lakh of 
employees' picferential quota, Rs 30 lakh fur 
the NRIs and Rs 20 lakh being offered to 
mutual funds. The promoters have come 
into manufacture of bulk drugs after having 
traded in the same. Dr Daivi, who is the 
company's managing ditc-'or, was chief 
medical officer of the Panvel Municipal 
Hospital. Maharashtra, and director of 
Government Hospital in Saudi Arabia. M 
Q Daivi, chairman, has worked in different 
capacities with government of India and as 
UN Itehnical Adviser to Zambta's ministry 
of power, transport and communications. 
There is an executive director in A T P 
Nalian, who has experience in account.s and 
finance in chemicals/pharmaccuticals busi¬ 
ness. V V John, who has spent 35 years in 
bulk drugs production, is technical director. 

Jyoti Overseas 

Jyoti Oversea.s, an existing company mak¬ 
ing profit and paying dividend in the field 
of manufacture and export of industrial 
fabrics is investing Rs 481 lakh in a project 
to expand installed capacity from the pre¬ 
sent 23,76,000 mts per annum to 34,74,000 
mts of industrial fabrics at its existing loca¬ 
tion at Sejwaya in Dhar district of MP by 
way of modelnisation and installation of 
balancing equipment. It is financing the pro¬ 
ject with issue of fresh share capital at a 
premium for an aggregate amount of Rs 465 
lakh and meeting the balance of cost of 
Rs t6 lakh with internal accruals. The share 
capital issue is being made at a premium of 
Rs 5 per share of Rs 10 face value, which 
amount of premium is less compared to a 
possible Rs 7.61 under the Controller of 


Capital Issues formula earlier. Out of the 
premium issue the promoters are contri¬ 
buting Rs 75 lakh and the balance amount 
of Rs 390 lakh is being raised from the 
public. The company has reserved shares 
worth Rs 30 lakh (Rs 10 lakh premium) for 
mutual funds and Rs 10.50 lakh (Rs 3.50 
lakh premium) for its employees and is of¬ 
fering 23.30,000 shares of Rs 10 each at Rs 5 
premium to the public for an aggregate 
amount of Rs 349.50 lakh. The li.St$ are 
opening on March 15 uniter PNB Caps and 
State Bank of Indore as lead managers. The 
paid-up share capital will stand increased 
from the present Rs 100.10 lakh to Rs 410.10 
lakh. Commercial production of the expand¬ 
ed facilities is expected to commence by July 
this year. As the company made a bonus 
issue, book value per share for the seven- 
month period ended July 31, 1992 worked 
out to Rs 23.52 against Rs 31.11 for the nine- 
month period ended December 31,1991, and 
EPS correspondingly to Rs 3.77 (Rs 6.47 
annualised) against Rs 9.11. The company 
is presently earning 80 pet cent of its income 
from exports. It was promoted in 1974 by 
B 1. Somani, who is its chairman. Somani’s 
son, Pramod, is the managing director. The 
company expects export sales to amount to 
Rs 1,182 lakh during 1993-94 and local sales 
to Rs 209 lakh and these to increase to 
Rs 1,658 lakh and Rs 293 lakh in the .subse¬ 
quent years. P.VT of Rs 179 lakh for 1993-94 
IS to record an increase similarly to Rs 309 
lakh ill the subsequent year and the EPS 
likewise from Rs 4.36 to Rs 7.55. 

Supplementary Foods 
(Indial 

Supplementary Foods (India), which is an 
existing company, is raising Rs 186 lakh in 
equity shares of Rs 10 each at par for 
expanding its capacity from 18,000 tonnes 
per annum to 43,000 tonnes. The issue opens 
on March 10. Phase one of the project has 
been implemented by the company with 
commercial production with a capacity of 
18,000 tonnes per annum of purified in¬ 
dustrial and free Bowing iodised salt from 
August 1992. The company has identified a 
substantial market segment for salts 
Bavoured with ginger, garlic and lemon and 
for calcium and iron magnesium fortified 
salts. It has therefore decided to expand its 
capacity to benefit from the large untapped 
market for refined iodised salt and purified 
industrial salt as well as exploit the poien- 
lially high and profitable market of 
Bavoured and fortified salts. The company 
has been promoted by Ajit Kumar with an 
NRI, Pankaj Kumar, and a US citizen. Sunil 
Kumar Sahay, with management vested in 
the board of directors consisting of, besides 
the promoters, indust:iaiists and profes¬ 
sionals. The cost of the project as apprais¬ 
ed by SIC'OM is Rs 480 lakh. The means of 
finance comprise equity share capital of 
Rs 310 lakh (promoters Rs 109 lakh, SBI 


Mutual Fund Rs 15 lakh and public issue 
Rs 186 lakh), special capital incentives Rs 45 
lakh, unsecured loan Rs 18 lakh and SICOM 
term loan Rs 107 lakh. Raw material (com¬ 
mon salt) is abundantly available in the 
vicinity of the plant site Besides, the com¬ 
pany has been allotted 1.167 acres of land 
by DCK, a government of Maharashtra 
undertaking, for developing as salt works. 
Appraising the project SICOM has 
estimated capacity utilisation of 31 per ^t 
for 1992-93,40 per cent for 1993-94 and 47 
per cent for I9M-95 with sales correspon¬ 
ding to Rs 547 lakh. Rs 746 lakh and 
Rs 919.50 lakh and gross profits to Rs 45.70 
lakh, Rs 125 lakh and Rs 187.80 lakh. The 
book value per share of Rs 10 in 1992-93 is 
estimated to be Rs 10.70 in 1993-94 and 
Rs 14.10 in 1994-95. The EPS is put at 
Rs 1.50 for 1993-94 and Rs 3.40 for 1994-95. 
Managing director Ajit Kumar is confident 
of at least doubling the above performance 
Indbank Merchant Banking Services and 
BOI Finance are the lead managers of the 
issue. 

Leafin Financial Services 

leafin Financial Services, promoted by 
D Ravi Shankar and Gurvayoor Holdings of 
the Leafin group, is presently engaged in hire 
purchase/leasc financing. Its operations are 
confined to Andhra Pradesh. For the year 
ended July 31, 1992, the company has posted 
a net profit ol Rs 9.76 lakh. It now proposes 
to enter car/cquipmeni financing and also 
to extend its area of operations to co''er 
Tamil Nadu and Karnataka. The Slate Bank 
of Mysore, which has done the project ap¬ 
praisal, projects EPS at Rs 1.59, Rs 5.44 and 
Rs 8.31 for 1992-93, 1993-94 and 1994-95 
respectively and the net profit after .lepiccia- 
lion and lax during the same period at 
Rs 47.55 lakh, Rs 163.27 lakh and Rs 249.33 
lakh. The total requirement of funds has 
been estimated at Rs 3% lakh, out of which 
Rs 214 lakh will be met by a public issue of 
equity shares of Rs 10 each at par. The pro¬ 
moters will contribute Rs 54 lakh. The 
balance will be raised by public deposits, 
internal accruals and bank borrowings. The 
company's application for additional work¬ 
ing capital of Rs 28 lakh is pending with 
Andhra Bank. The issue opens on March 10. 
It is lead-managed by Canara Bank, Mer¬ 
chant Banking Cell and State'Bank of 
Mysore. Merchant Banking Division. The 
shares will be listed at Hyderabad, Bombay 
and Madras stock exchanges. 

Gem Eyeadorns 

Gem Eyeadorns is entering the high pro¬ 
file business of manufacturing organic 
ophthalmic lenses for the fim fihie in India. 
It has been promoted by wtHI established and 
experienced entrepreneurs with Sanat 
Mehta, ex-finance minister of Gujarat, 
heading the board of directors.as chairman. 
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Unmuiani Memon. having over 30 years' 
experieim in ihe eyewear industry, and 
Ziibair Usmangani Memon are providing the 
technological suppon to Gem. The company 
plans to manufacture organic ophthalmic 
lenses and sun glasses for the local and 
export markets. The project, first of its kind 
in India, is being implemented at Por, 
GIDC. Because of its location in a notified 
backward area, it enjoys a wide range of 
benefits in sales tax and income tax. The 
imrject is being implemented with the latest 
international technology which helps protect 
the eye from harmful ultraviolet radiation, 
the root cause of cataract and other eye 
diseases. Other notable features include 
scratch and impact resistance and 4g per cent 
thinner and SO per cent tighter lenses. Gem 
proposes to export initially 3S per cent of 
production. It expects to commence produc¬ 
tion by April this year. To part finance Ihe 
Rs 675 lakh project Ihe company proposes 
to enter the capital market on April 8 with 
a public, issue, including the NRIs. The 
shares are to be listed at Ahmedabad, 
Bombay and Vadodara stock exchanges. 

Sagar Tourist Resorts 

Film-maker Ramanand Sagar of the 
‘Ramayana’ TV serial fame is now diversi¬ 
fying into hotels with Sagar Tourist Resorts 
which is setting up the Rs 580 lakh Hotel 
Sagar Manali in the heart of Manali city in 
Kullu Valley, Himachal Pradesh. Manali has 
become a preferred Himalayan holiday 
resort with a potential for exciting adven¬ 
ture sports such as white water rafting, trek¬ 
king, mountaineering, etc. It is easily accessi¬ 
ble by road and air from Delhi. Chandigarh 
and Simla. The hotel will have 52 rooms (48 
twins, 2 suites and 2 cottage suites) and fc^ 
arul beverage and recreation facilities besides 
lavish public areas and service utilities. In 
addition, there is to be a bar, a coffee shop, 
a conference room, a games room, an 
indoor-heated splash pool and jaccuzi and 
in-house shopping. The construction of the 
hotel is almost complete and it is likely to 
open in mid-April, in time for the summer 
season. As Manali provides access to 
Tibetan monasteries, the Buddhist link 
should appeal to Japanese tourists. The 
domertic tourist flow into Manali is also on 
Ihe upswing. Sagar is to be both chairman 
and managing director of Sagar Tourist 
Resorts and his eldest son. Subhash, its joint 
managing director. .Sagar Manali is the 
maiden project of Sagar Iburisi Resorts. The 
project has been appraised by the Industrial 
Finance Corporation of India which, 
together with the Tourist Finance Corpora¬ 
tion of India, has extended term loans of 
Rs 218 lakh to the company. Pan of the 
finance is being raised by a public issue of 
share capital of Rs 217.2 lakh which is likely 
to open in March with the shares to be listed 
on Ihe Ludhiana, Bombay and Ahmedabad 
stock exchanges. Indbank Merchant Bank¬ 
ing Services and IFCI are the lead managers • 
to the capital issue. 

-JK 
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PAGE IS A TAX SAVING 
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020% TAX REBATE D CAPITAL APPREQATION 
DANNUAL INCOME 0EARLYBIRD INCENTIVES 


OPTIONS AVAILABLE 

PLAN:A 

PLAN;B 

Annual Income Scheme - Where 
income is generated and 
distributed annually 

Cumulative Capital Growth Scheme - 
Wtiere annual returns are 
reinvested till term end. 

Both plans offer capital appreciation and assured allotment L'slirig 
and Repurchase facility after 3 years Further the long-term capital 
appreciation will attract a tax rate of only 20% 


Indian Bank 


MUTUAL FUND 

PnnopalTiustae Indian Bank 

HELPS GUILD YOUR FORTUH E 

Corporate Olfica O.G Chambers. 100/104. Nanak Motwani Marg. Fort Bombay-4a0023 


Mutual Fund investments are subject to market risks. Past perforrnarrce is not 
necessarily indicative ot future results 

Indian Bank is not responsible or liable tor any loss or shorflall resulting from the 
operations of any scheme of the Mutual Fund, beyond the initial contribution made 
by Indian Bank of an amount of Rs. 25 lakhs towards setting up ot Ihe Mutual Fund 
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RANDOM REFLECTIONS 
Getting Tough with the Weak 

Anin Ghooh 

Addressing senior bureaucrats recently, the prime minister 
deplored the Indian state as ‘soft’, but evidently the tough 
decisions, from which the civil servants were exhorted not to 
flinch, are not meant for tough customers. The really tough 
measures are directed against the poor, the unemployed, the 
slum-dwellers and so on. 


TWO astounding statements have been 
made recxmtiy by none other than the prime 
minister of India. They need to be restated, 
and their implications absorbed by us all, 
panicularly by the chosen representatives of 
the people. First, speaking to senior 
bureaucrats of the central government, the 
prime minister deplores the nature of the 
Indian state as ‘soft’ and exhorts the 
bureaucrats to steel themselves for relentless 
pursuit of the (structural adjustment) 
policies launched by the government. The 
second statement, made at a public gather¬ 
ing at Mau, asks the people to give the 
administration a moratorium of “three to 
four years” on all controversial issues and, 
in particular, the mandir-masjid imbroglia 
This is a recurrent theme; repeated on many 
occasions, and relayed obligingly by a cap¬ 
tive Doordarshan. 

These two statements, emanating from no 
less a person than the prime minister, need 
to be understood in their context. Nearly 
three decades back, Gunnar Myrdal, in his 
famous work Asan Drama, had characteris¬ 
ed India, under the Nehruvian (Fabian) 
model of governance, as a 'soft state*. He was 
thinking of the promises made to the people 
of India in the Indian Constitution, indeed 
of the emotionally surcharged statements 
made even by Jawaharlal Nehru, immediate¬ 
ly after Partition and the independence of 
the country. rOne of these statements pur¬ 
ported to state that every black marketeer/ 
hoarder ought to be strung up on the nearest 
lamp post.) 

The promises made to the people of India, 
in the Constitution drawn up by the foun¬ 
ding fathers of the republic, are enshrined 
in Part IV of the Constitution, as Directive 
Principles of State Policy (as also in Pan 
XVI giving Special Provisions relating to 
certain classes, in particular the Scheduled 
Caste and Scheduled Tribes people). It is 
perhaps appropriate at this juncture to 
remind ourselves as to what the Directive 
Principles of Stale Policy were intended by 
the makers of our Constitution, to achieve. 
Article 39 of the Constitution slates that 
The Stale shall, in particular, direct its 
policy towards .securing 

(a) that the citirens. men and wpmen equal 
ly,' have the right to an adequate means of 
livelihood; 


(b) that the ownership and control of the 
material resources of the community are so 
distributed as best to subserve the common 
good; 

(c) that the operation of the economic system 
docs not result in the concentration of w^ih 
and means of production to the common 
detriment; 

(d) that there is equal pay for equal work for 
both men and women; 

(e) that the health and strength of workers, 
men and women, and the tender age of 
children are not abused and that citizens are 
not forced by economic necessity to enter 
avocations unsuited to their age and strength; 

(f) that childhood and youth are protected 
against exploitation and against moral and 
material abandonment. 

There are other quite signiricani and 
speciFic ‘directives’ in the Constitution as to 
the objectives of stale policy. Thus, Anicle 
43 of the Constitution enjoins on the state 
to "endeavour to secure... to all workers, 
agricultural, industrial or otherwise; a living 
wage, conditions of work ensuring a decent 
standard of life..!* Ankle 4S of the Constitu- 
tion lays down that “the .state shall 
endeavour to provide, within a period of ten 
years from the commencement of the Con¬ 
stitution, for free and compulsory education 
for all children until they complete the age 
of fourteen years”. Article 46 enjoins the 
state to “protect (the Scheduled Caste and 
Scheduled Tribes people] from social in¬ 
justice and all forms of exploitation”. Arti¬ 
cle 47 requires the stale to “regard the rais¬ 
ing of the level of nutrition and the sundard 
of living of its people and the improvement 
of public health as among its primary 
responsibilities...” 

One could go on. When Gunnar Myrdal 
characterised India as a ‘soft state’, he had 
in mind the failure of the Indian government 
to take any of the hard decisions necessary 
to implement any part of the Directive Prin¬ 
ciples of State Policy enshrined in the Indian 
C onstitution. Even the most elementary land 
reform, which could usher in a more 
egalitarian system of cultivation—then 
engaging more than 70 per cent of the 
workforce, and even today providing 
employment to si>me two-thirds oi the 
workforce—was left unimplemented in most 
parts of the the country. 


Gunnar Myrdal’s characterisation of 
India as a 'soft slate* pertained to the 
inability of the then government to lake hard 
decisions—in the matter of land reform, in 
the matter of taxation, in the matter of social 
services (like education and health for all), 
in the matter of employment guarantee, in 
the matter of exploitation of child labour 
and of the backward sections of the popula¬ 
tion (including the Scheduled Caste and 
5>cheduled Tribes people), in the matter (to 
sum it up) of equality of opportunity for all. 
China had done it the hard way. South Korea 
and Taiwan, starling with land reform after 
the second war, had managed to educate the 
entire populace. Even Thailand had manag¬ 
ed to introduce universal education. But 
.somehow, the Fabian socialist dreamers had 
failed to enforce any of these essential pre¬ 
conditions of the development of the people 
of India. 

In what context does Narasimha Rao 
regret the nature of the Indian slateas ‘soft’? 
Not in that of any of the considerations 
outlined above, as enshrined in the Constitu¬ 
tion of India. Narasimha Rao wants the 
bureaucrats serving him to relentlessly pur¬ 
sue the objective of ‘globalisation’ of the 
Indian economy, ordered by his masters in 
the IMF and the World Bank, lauded by 
John Major under whose stewardship the 
UK economy is fast sinking. Narasimha 
Rao’s angle of vision is obviously highly 
astigmatic, for he is a scholar of repute, well- 
versed in many languages, steeped in politics 
for three decades or more. Surely, he knows 
the context in which Gunnar Myrdal 
characterised India as a ’soft state*. But the 
phrase is catchy, and can be aptly used for 
bureaucrats, never mind the context. And, 
we can now afford to get tough, and sweep 
aside all opposition to the policy of total 
surrender of India’s economic sovereignty to 
international finance capital. 

Let us now lake a look at the second state¬ 
ment made by the prime minister, heading 
a minority government. Having led the 
country into its woist mess since in¬ 
dependence, through his policies of aiding 
and abetting the BJP. he now wants the 
country to let him spend the rest of his 
tenure as prime minister by postponing all 
controversial issues such as the mandir- 
masjid one Note the change in his stance 
He no longer hopes to solve the tangle 
through consensus. Like a typkal under¬ 
secretary to the government, he had onc6 
imagined that merely by evading the pro¬ 
blem, it would resolve itself, his protestations 
in regard to attempting a solution were clear¬ 
ly not serious. Meanwhile, he has quietly 
aided and abetted the extreme Hindu 
fanatics in the VHP and the Bajrang Dai by 
not taking any advance action to prevent 
destruction ol the Babri Masjid. And now, 
he can pretend to be shocked, horrified, 
stupefied by the happenings at Ayodhya on 
December 6. He had ample warnings from 
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Ktioa for more than 48 hours. Later, after 
unconsti^ulionally dismissing the BJP 
goremmenu in Rajasthan, Madhya Pradesh 
and Himachal Pradesh, he stood by wat¬ 
ching the worst ever carnage in Boml»y city 
and in Sural and Ahmedabad. Having ban¬ 
ned a number of sectarian agencies, his 
home minister keeps repeating ad nauseam 
that the government has not ruled out the 
barming of the %iv Sena which let loose the 
worst ever rioting, arson and killing in 
Bombay since independence. 

Narasimha Rao is not a fool. But then, 
he must be either incompetent or devious. 
Perhaps both. He wants all bureaucrats to 
relentlessly strive to complete his 'structural 
adjustment* programme He has never 
exhorted the bureaucrats to achieve hundred 
per cent literacy—he has at one stage held 
the portfolio of education—nor any really 
effective local area development programme 
with the money available under Centrally 
Administered &hemes for rural develop¬ 
ment. He has soft-pedalled the taking of a 
unifted stand by developing countries 
against the proposals relating to Intellectual 
Property Rights, to laws relating to foreign 
investment, to provisions relating to 
agriculture, and to safeguards earlier 
available to developing countries (under 
GATT) in the Uunkel proposals for the 
reform of the GATT. No. The tough deci¬ 
sions are not intended for tough customers. 
The really tough decisions are meant to be 
deployed against theWak, the helpless, the 
unemployed (or under employed), the half- 
starved, the slum-dwellers. They can be 
evicted from Bombay with impunity by the 
mafia, under the nose of a Congress govern¬ 
ment. The 'soft state' can afford to get tough 
with the underprivileged, but not with those 
who evade taxes, whose lifestyle (in Bombay, 
Delhi and other metropolitan areas) speaks 
volumes in regard to the continuing 'scam* 
in the matter of tax collection. 

Narasimha Rao has quietly, insidiousi) 
played the Hindutva game, in the process 
destroying the Congress party in the Hindi 
heartland. The only area in which he has 
shown dexterity is in playing off different 
sections of political opinion to consolidate 
his own hold over state power. 

One has to legicttably note that Narasimha 
Rao has no positive programme even at this 
juncture. There is not even the customary 
thunder of secularist proclamations in his 
voice any longer. He only wants people to 
forget the mandir-masjid issue for three to 
four years, the maximum time span he has 
as the head of the Indian government, for 
the rest of the term of the present parlia¬ 
ment. After that, the Indian people could, 
as far as he is concerned, revert back to the 
issue as a pack of wolves, tearing at each 
other’s throat. 

What does one say? One wonders at the 
naivete of seasoned politicians. Or is it that 
they arc; all of them, unconcerned about ihe 
future of the people of this country, that they 
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earn their pension and other perquisites? and political disfnemberment of India in the 
One can only wait and watch. This coun-. noi-too-distant future? Our legislators may 
try has been enslaved earlier. This country not. in the event, get the pension they think 
has, except for brief regimes, been a con- they are going to earn! 

CIVIL LIBERTIES 

Magisterial Bans on Journals 

A G Ntrornni 

The power to cancel the registration of publications and order 
their closure should be conferred on an authority higher than that 
of a magistrate. This is essentially a judicial power of grave 
consequence to the freedom of the press. 


UN November 22, last year the Indian 
Express reported that (he sub-divisional 
magistrate (SDM) of h'atchabad in the 
Hissar district of Haryana had ordered the 
closure of Dildar Haryana under section 5 
of the Press and Registration of Books Act, 
1867. The SDM, Ashok Vashisht reminded 
the editor Sunil Sachdev in his letter dated 
October S, 1992 that only 10 issues of the 
weekly had been published during the first 
six months of 1992. Since SS sub-clause 6 
provides that the declaration of the paper 
becomes ineffective if less than half of the 
issues are published, publication of the 
paper be cIcKed forthwith. Sachdev not only 
brought out an issue (of November 17) as 
a ‘protest edition’ but said that the charge 
was 'false and baseless’. Every Issue had been 
sent to the SDM. On November 4, he had 
deposited copies of all issues with the offtce 
of the SOM. 

He also argued that the SDM himself had 
no power to order closure. “He can only 
recommend to the Registrar of newspapers 
of India if the paper is violating the Press 
Act!’ Dildar Haryana has bwn in the 
forefront of criticism of police ‘excesses’. 
There was also a charge (hat the closure 
order came as it was known that a story 
about a dish antenna atop the residence “of 
a senior government officer at a cost of 
Rs 4,200 would be carried in the next issue 
of the paper”. The deputy commissioner had 
assured the editor on Norember 13 that the 
SDM’s orders would be quashed, but they 
vrere not apparently. 

Section RB of the act provides (hat on an 
application made to him by the Press, 
Registrar “or any other person c> other- 
wis^-thaf is suo motu, of his own accord— 
the magistrate empowered to authenticate a 
declaration under the act may cancel it if he 
is “of opinion that it should be cancelled” 
on the grounds listed in the section. He has 
to give opportunity to the person concerned 
to show cau.se and hold an inquiry. Four 
grounds are listed—publication in violation 
of the act and the rules made undei it, co¬ 
pying a title similar to that of any other 
paper publi.shed either in the same language 
or in the same state, change of printer or 


publisher, and false representation in the 
declaration. On canccllalioii of (he declara¬ 
tion copies of the order are forwarded to the 
person concerned and to the Press Registrar. 

Appeals against the magistrate’s decision 
lie to the Press and Registration Appellate 
Board consisting of a chairman and another 
member to be nominated by the PreSs Coun¬ 
cil “from amongst its members”. The deci¬ 
sion of the Board is final (hough writs do 
lie against its decision to the high courts. 

The Press Council’s quarterly journal. 
The Press Council of India Review, contain 
rulings of the Board. The January 15)92 js.siK 
shows (hat the Council’s chairman. Justice 
R S>Sarkaria himself .served as chairman of 
the Board with P Raman as member. 

No one has complained of any lack of 
fairness on the part of the Appellate Board, 
which is a wing of the Pre.ss Council. In fart 
this is the only instance ot this advisory body 
being given adjudication powers which have 
grave tangible consequence like orders of 
courts of law. 

But the time has surely come to ask 
whether the initial power of cancellation 
should at all rest with Ihe magistrate who 
authenticates declarations under the act. It 
is a judicial power. Section 1(1) of the act 
defines the word 'magistrate' to mean “any 
person exercising the full powers of a 
magistrate” and includes a Metropolitan 
Magistrate. But the expression is wide 
enough also to cover executive as opposed 
to judicial magistrates. .Section 20 of the 
Criminal Procedure Code deals with exe¬ 
cutive magistrates. Sub-section (4) provides 
for a sub-divisional magistrate who is “an 
Executive Magistrate in charge of a sub¬ 
division”. I'hc stale government is em- 
posvered to appoint him and to “relieve him 
of the charge as occasion requires". 

It is all right in the big cities but in small 
towns where small journals struggle for bare 
survival the power under S8B is open to 
abuse. It is hk) big a power to be conferred 
on magistrates, especially executive magist¬ 
rates. The sessions judge should be confer¬ 
red the power to cancel declarations. It is 
essentially a judicial power of grave conse¬ 
quence to the freedom of the press. 
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COMMENTARY 


NEW DELHI 

Deepening Reliance on Foreign 
Capital 

BM 


The finance minister has provided nothing in the budget for 
1993^94 to build up internal strength fo pursue a strategy of 
self-reliant economic and social development. On the contrary, the 
already fragile internal support structure for investment and 
growth will suffer further erosion. 


THERE was extraordinary calm, even high 
. spirits, among those with a direct stake in 
the central budget before it was presented 
this year. They were pressing with practised 
seal their claims for fiscal reliefs and incen¬ 
tives and were very optimistic about these 
being accepted. This was so in spite of the 
political uncertainties and the poor perfor¬ 
mance of the economy, especially in the 
critical areas of economic and social 
infrastructure. The mass of the people, 
however, were concerned greatly about the 
possible revival of inflationary pressures— 
an apprehension which was not far-fetched 
consitoing the pre-budget upward revision 
of administered prices, among them those 
of coal and sugar. The pre-budget move to 
liberalise the import of consumer durables 
and items of interest to the upper crust of 
society, by way of revision of baggage rules 
for NRIs arid Indians returning from 
abroad, however, gave an inkling of the of¬ 
ficial policy tilt in favour of aggressively 
stoking effeaive demand linked to the con¬ 
sumption patterns of the upper and middle 
classes. 

The government, having to reckon with 
the claims of big business, rich farmers, the 
upper crust of professionals and well-paid 
workers in industry and services, all expec¬ 
ting a bonanza from the budget, was really 
in an awkward position. The claim of the 
landed gentry for continued total exemption 
from any direct tax on its income could 
hardly be ignored, the recommendation of 
the Chelliah Committee for a mild dose of 
income tax on agricultural incomes not¬ 
withstanding. Side by side, the demand for 
dilution of the principle of progression in 
direct taxes on non-agriculturai incomes by 
a steep lowering of the marginal rates for 
high income and wealth bracket.s had 
become strident with the Chelliah Commit¬ 
tee giving it the veneer of economic wisdom. 
Despite the airy talk of widening the direct 
tsut net and raising more revenue by lowering 
the tax rates, the scheme of taxing at a very 
low.rate the presumed incomes of traders has 
proved a flop. 


There were hints, meanwhile, that IMF/ 
World Bank combine might be persuaded to 
extend some accommodation in the prevail¬ 
ing tense political and social conditions on 
the issue of the fiscal imbalance and the 
government may be allowed to go a little 
slow on the agreed measures for a further 
cut in the fiscal deficit and implementation 
of the exit policy. However, the government 
would have to extend itself in the matter of 
cuts in customs duties and measures to 
facilitate the entry of foreign capital, goods 
and services on preferential terms into the 
Indian market. The government's position 
having been visibly compromised by the fall¬ 
out of Ayodhya, its principal anxiety was to 
ensure the flow of credits from the interna¬ 
tional financial institutions and foreign 
governments and direct foreign investment 
as the ‘safety net’. The prime minister voic¬ 
ed these anxieties openly and repeatedly. 
Any slowing down of direct private foreign 
investment was con.sidered ominous, since 
a shift from dependence on foreign credits 
to direct foreign investment is being insisted 
upon by the international financial institu¬ 
tions. Measures to attract foreign investment 
had, therefore, become even more crucial 
than was the case when the budgets of the 
last two years were presented. According to 
the time-table laid down by the IMF/World 
Bank combine, the integration of the Indian 
economy into the global economy had to be 
speeded up. 

The starting point of and the main justi¬ 
fication for the so-called structural adjust¬ 
ment programme launched in June 1991 was 
the rising of the balance of payments 
crunch. Twenty month.s later, the payments 
position had not improved; it had actually 
worsened, notwithstanding the build up of 
exchange reserves by the piling up of foreign 
debt. For finance minister Manmohan Singh 
to claim that the phase of crisis management 
had ended and the economy could go back 
to the growth path in the coming year is, 
therefore, facetious. The estimated growth 
rale of 4 per cent in 1992-93—in contrast to 
1.2 per cent in 1991-92—is the result of the 


recovery of agricultural production because 
of good weather conditions. To assume, on 
that basis, a growth rate of over 5 per cent 
in 1993-94 is to indulge in wishful thinking. 
The internal impulses for growth within the 
economy have hardly become active to yield 
results on a sustained basis in response to 
the structural adjustment proceu. It is not 
fortuitous that the capacity of the economy 
to gainfully absorb even foreign financing 
from multilateral and bilateral sources has 
been impaired. While the Aid India Consor¬ 
tium pMged S 7.2 billion in credits to India 
for 1992-93, the government’s Economic 
Survey laments the “low utilisation of 
external assistance’’. Up to December 1992, 
gross disbursement of the credits pledged 
had been only S 2 billion as against S 3.6 
billion in the corresponding period last year. 

Finance minister Manmohan Singh has 
been widely applauded for a veritable 
wizard’s performance in framing the budget 
for 1993-94. There are no new imppsts; on 
the contrary. large tax concessions involving 
a loss of as much as Rs 4,522 crore of 
government revenue have been given. And 
he has still managed to step up the centre’s 
annual plan by a hefty 32 per cent, with the 
emphasis on strengthening the maierial and 
social infrastructure. With this budget, 
Manmohan Singh has claimed, he has put 
“economic and .social development firmly 
back on the national agenda’’. 

After two years of being stuck in the mire 
of stagflation, a return to the growth ’,»th 
is certainly a cheering thought. Most 
welcome is the provision for a step-up of in¬ 
vestment in the energy sector. After vainly 
waiting for foreign multinationals, the 
government has been forced to do something 
to prevent a near-collapse in this critical area. 
But a little reflection will show that the 
growth path which the finance minister has 
charted out is full of uncertainties and pit- 
falls. The economic strategy “resting on the 
twin pillars of fiscal discipline and structural 
reform’’, as he put it in his budget speech, 
cannot work except by relying on foreign 
crutches. The finance minister has provided 
nothing in the budget to build up internal 
strength to pursue a strategy of self-reliant 
economic and social development. On the 
contrary, the already fragile internal support 
system for investment and growth is going 
to suffer further erosion. 

There is admittedly some arresting of the 
process of so-called fiscal correction which 
was conceived as the pritKipal internal thrust 
behind the structural adjustment programme 
launched 20 months ago. It is being claim¬ 
ed that with the fiscal deficit down to 5 per 
cent of GDP—a more reliable estimate 
would put it at over S.3 per cent—the 
1993-94 budget need not go much further 
in that direction. This too is offered as the 
excuse for avoiding any additional resource 
mobilisation measures. The step-up in the 
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amuv, ounira id dcuk miaia'igmi 
mMenwat, isio be financed by bonow- 
iasi. mainly be public sector undertakings. 
The increase in plan expenditure on the 
revenue account goes side by side with 
the increase in the revenue defidi fey as mudi 
as Rs 4«000 crore compared to the budget 
estunates for 1992-93. The government and 
its agencies are thus back to a borrowing 
spree and living beyond their means which. 

' according to the officiai diagnosis, had been 
the cause of the criticai balance of payments 
problem which the country had faced in 
JniK 1991 and which has still by no means 
been resolved. 

It is proposed in the budget to make 
available to the nationalised banks in the 
form of government bonds as much as 
Rs 3,700 crore to cover a part of their bad 
and doubtful advances. It has been argued 
by Manmohan Singh that this will involve 
no immediate budgetary outga But the in¬ 
terest payment on these bonds and their final 
redemption is left for. the public exchequer 
to uike care of in the future. The public sec¬ 
tor undertakings are also required to find 
Rs 40.695 crore from internal resources 
(which as matters stand means increased 
prices of their products and services) and 
atra-budgetary resources (which means bor¬ 
rowing) for a plan size of Rs 63.936 crore. 
Budgetary support for the nntre's plan re¬ 
mains at a modest level. The government’s 
own borrowings too increase substantially. 
The 182- and 364-day treasury bills, bearing 
an interest rate of II.S per cent, ate a new 
instrument being used in increasing measure, 
in place of RBI credit, to cover the revenue 
deHcit. 

The central fact to be reckoned with is that 
the revenue dendt for 1993-94 is estimated 
at Rs 17,630 crore, compared to the budget 
estimate of Rs 13382 crore for 1992-93. 
However, the overall budgetary deficit is only 
Rs 4314 qore; obviously, biwtowings are 
slated to go up in a big way. not for invest¬ 
ment but to cover the revenue deficit. This 
will be necessary even after sale of the shares 
of public sector undertakings have yielded 
Rs 3300 crore, once again to meet current 
consumption. (The budget-makers, inciden¬ 
tally, hare re^mted to an accounting trickery 
to claim that the primary deficit will be 
lower by Rs 1341 crore compared to the 
revised estimate of Rs 4322 crore in 1992-93. 
Tins figure has been arrived at by deducting 
interest payments but not adding recoveries 
from loans.) Manmohan Sigh's claim in the 
budget speech that reduction of the fiscal 
deficit will result in deceleration of the 
growth of interest payments by the govern¬ 
ment by 1995-96 should, thereibre, be taken 
with some caution. Tlw cut in the fiscal 
deficit is in any case going to be marginal 
in 1993-94. Interest payment, the single 
largest item of expenditure in the budget, is 
estimated to swdl to Rs 38,(XX> crore in 
1993-94 from Rs 32,500 crore in 1992-93. 
This burden on budgetary resources cannot 
be expected to be reduced when the govern¬ 
ment continues to resort |o borrowing to 


iinanoe its current expemiiiure rather than 
mobilise resources by taxation of large 
incomes and wealth. 

The gifting away of tax revenue in an at¬ 
tempt to stimulate consumption by the 
upper income gtou|», in the hope that this 
would pull industry out of recession, is likely 
to prove a vain effort and can only put a 
premium on the inflow of foreign resources 
for stepping up investment in the economy. 
In addition to external credits, the drive to 
attract foreign direct investment at all costs 
is bound to become all-important. It is not 
surprising that joining MIGA (Multilateral 
Investment Guarantee Agency) has assumed 
such high priority in view of the unstable 
political conditions in the country. What is 
euphemistically. termed globalisation— 
which is conceived of entirely on non- 
reciprocal terms of opening up of the Indian 
economy to influx of foreign capital—has 
been given the highest priority in framing 
the budget for 1993-94. 


ON September 22 Bhawaribai from Bhateri 
village in Jaipur district,, Rgiruthan was 
gang-raped by men of the socially dominant 
Gujar community allegedly for her role in 
preventing a child mareiage. Bhawari is 
employed by the state government, albeit in 
the capacity of a volunteer, a sathin in the 
Women's D^opment Programme (WDP). 
Rqjasthan. The WDP in its project docu¬ 
ment prepared eight years ago^ purports to 
empower women, its stated centr^ aim being 
“one of creating conditions in which (rural) 
women can discover themselves as active 
participants in the development process”. Yd 
when an active; articulate village woman, a 
government functionary, is sexually 
assaulted and taped while campaigning 
against child marriage on directions from 
the state government, why is tlie latter not 
arresting and punishing the offenders in the 
due course of law and justice? 

Why has the stale turiwd deaf to Bhawari 
and other women's groups demanding jus¬ 
tice, while in the name of women’s develop¬ 
ment it has advertised admwsnr/ff its intent 
to raise women's consciousness, of mobilis¬ 
ing women and empowering them? Does the 
state mean what it says? Does it not betray 
women like Bhawari lime and again? Has 
not the WDP repeatedly failed to live up to 
its own staled objectives? 

These questions are of criticai imporumce 
today because the WDP has become a high 


The most dramatic pronouncement in the 
budget speech was the unification of the ex¬ 
change rate of the rupee. Combined with 
wide-ranging cuts in customs duties on im¬ 
ports, this is expected to promote exports, 
in the final analysis, however, the com¬ 
petitive edge of India's production structure 
will be impaired by the heavy dependence 
on import of foreign goods and services as 
well as capital and technology and this will 
constrain the growth of exports. The advan¬ 
tage of low labour costs can be realised in 
full measure only if Indian industry is based 
on technologies and capital goods adapted 
and developed by indigenous R and D and 
skills. The maximum that can be expected 
from direct foreign investment and the 
technologies that such investment will bring 
is the setting up of some interlocking 
facilities by multinationals to take advantage 
of cheap Indian labour and skills for the 
exploitation of the Indian market and for 
advancing their global npetations. 


profile programme spawning many other 
such programmes in the name of women’s 
development. It has also been replicated in 
a number of districts in many states. On the 
surface a certain image is being emted. 
Meet the sathins, most coming from remote; 
backward villages of Rajasthan and one is 
immediately struck up their vitality and ar¬ 
ticulate presence They are out-spoken and, 
familiar with their immediate reality, many 
hare lead struggles in their village and won 
the confidence of their people. They hare 
created breathing space for women in a still 
highly feudal and repressive social order in 
existence in the villages. So their persona 
succeeds in appealing. The WDP has suc- 
ceeded.in creating a network of 1300 women 
in 13 districts of Rajasthan, who are no 
longer willing to be conrmed to the shadows 
of their ‘private* world and have stepped out 
into the ‘public’ sphere. They are projected 
as representing the voice and needs of the 
community they lire in'. Despite all contro¬ 
versies that shroud the programme and the 
state’s real agenda, the less discerning would 
deem the programme a success for whatever 
it has managed to achieve. Today, these 
sathins are being dubbed change-agents. 
And the main concern being expressed in 
some quarters is that government inaction 
(apropos, Bhawari) will undermine the 
credibility of all women functionaries as 
effective agents of change—i e, to fight 


Women’s Development: What .Is the 
State’s Intention? 


In the light of the statefs response to the rape of Bhawari, a 
sathin of the Women’s Development Programme in Rajasthan, we 
need to look more closely at its real intentions and purpose in 
pushing a programme whose central focus is mobilising women 
for supposed change: 
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resistance to fertility control, popularise 
protection against AIDS, etc. 

At the ground level the steady erosion and 
loss of faith in the sute continues. The brute 
power of the upper caste patriarchal gujjar 
community through its assault on Bhawari 
effectively terrorised the local women from 
rallying around her. More significant is the 
absence of any credible support structure or 
the collective power of people's oiganisation 
outside of the WDP. In fact the few such 
local autonomous women’s groups emergiiig 
through the initiative of the sathins 
themselves have so far been systematically 
oppressed by the state with punitive action 
bring taken against the defaulting sathins! 
As a result Bhawari and other sathins in her 
.position become vulnerable, isolated and 
alienated from their local community, from 
women in their village—and instead bmme 
dependent on the WDP officials and other 
urban-based women’s groups. 

Mandate of wdp 

The WDP has ever since its inception, 
harped upon collectivising the consciousness 
and strength of the village women into 
autemomous groups. The project proposal 
states that one of the priorities of the WDP 
should be ’bn emphasis on the formulation 
of appropriate organisations fw women in 
order to faciliute communication, learning 
and organised action”. 

Ya when one such organisation did 
emerge by the name of the Kekri Mahila 
Samooh in Ajmer district, clear conflict of 
interest came to the fore on the issue of this 
group asserting iu individual entity—by the 
mere act of attending the National Conven¬ 
tion of autonomous women’s groups held in 
Calicut in December 1990! it subsequently 
led to the termination of the services of the 
sathins from WDP and much harassment 
from WDP officialdom. These sathins (who 
are functionaries in the WDP) went on to 
win a writ petition in the high court in 
March last and despite contempt of court 
proceedings, they are yet to be reinstated in 
the WDP. 

Any attempt at wganising the local 
women ouuide the government-run WDP is 
seen by the officialdom of WDP as dividing 
the ’unity of women’. The message clearly 
sent to all the sathins in the WDP was that 
since this was a government-aided pro¬ 
gramme; the sathins were accountable to the 
state, while at the same time keeping a 
facade of voluntaryism which was used to 
justify their measly salaries—as has been the 
experience in other government-run pro¬ 
grammes like the ICDS. 

For the past seven years Bhawari and 
many other sathins have actively worked on 
issues and campaigns—dissuading child- 
marriages bring one of the issues. Where in¬ 
itially village-level issues and problems like 
confronting government functionaries in the 
administrative and development sectors, was 
the moving force behind peopic/women get¬ 
ting organised (like deriumding the minimum 
wages for the famine relief programmes, 


resisting the harassment of Mhcr lower levd 
government functionaries like patwaris, 
highlighting and demanding justice through 
organising the women, etc Hpwever the past 
few years has seen the steady shift to govern¬ 
ment-determined priorities of development. 
Along with the campaign against child mar¬ 
riage; adult literacy for women and pro¬ 
moting the state’s family planning pro¬ 
gramme have become mgjor concerns. This 
clearly indicates that the thrust of the pro¬ 
gramme is now towards conttoliing popula¬ 
tion growth as opposed to the notion of 
development held by the people 
During the severe famine years of 1987 
and 1988, the orperience in Rgjasthan was 
that the state linked sterilisations to It^ur 
eligibility on the sanctioned famine relief 
wwks Oike toads cotrstructiem, deepening of 
ponds, etc) in the villages. A ceniricate of 
having undergone sterilisation was required 
for obtaining wage employment on the 
famine relief works. The pressure from the 
local administration to meet targets resulted 
in forcible sterilisations in many districts of 
Rajasthan, caused large-scale morbidity and 
in certain cases even post-operative deaths. 
For a time because of opposition from peo¬ 
ple and from a section with in the WDP^ 
sathins were exempt from. meeting FP 
targets. But with the exit from WDP of peo¬ 
ple critical of the programme, targets were 
reintroduced. Questions vvere raised in the 
vidhan sabha about the dissent within WDP 
against the FP programme and soon it 
became an issue on which the state of 
WDP’s survival rested. T^ initial five years 
of funding from UNICEF was to be replac¬ 
ed by state funding, it became survii^ at 


any cost, all dissent bring driven ou| of thn 
programme. 

In March 1990 on Women’s Day sathins 
in Ajmer district were made to take a public 
pledge to complete FP targets. Punitive ac¬ 
tion had already been taken against the 
sathins by withholding their honorarium for 
the preening two months for alleged non¬ 
performance of the FP programme So the 
sathins, who through close contact and 
credibility with the village community, now 
became the agency for translating into ac¬ 
tion the stale population control policies. 
And the WDP with all its progressive postur¬ 
ing. is reduced to just another programme 
through which state policies are taken into 
the villages and the family. 

Far from bring agents of change, the 
sathins have been effectively reduced to be¬ 
ing mere link-agents. Ibday, when these ar¬ 
ticulate; dynamic women speak out, what 
are they houd saying? The saihin has often 
been instrument^ in raising issues of com¬ 
mon concern of the village through collec¬ 
tive action, yet the solution is sought through 
appeals to stale/administrative intervention 
instead of the organised strength of the peo¬ 
ple themselves. Where the organised spon¬ 
taneous protects have occurred, they have 
been localised, agrinsi the petty offkials or 
the local vested interest. Whenem questions 
which bring major structural contradiaion 
in society under scrutiny or those which 
challenge state policies of development ate 
raised, thqr are dubbed as ‘politi^’ in the 
former instance and out of the purview of 
the WDP charter in the latter—thus curtail 
ing consciousness of effectual awareness of 
the government sponsored devriooinqit pro- 
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gmnuMi. With dm even the uatus of a 
worker, the sathins are being depoliiidsed. 
to be uicd by the most powerful of vested 
intetesu Thm have been instances when the 
sathins have been used for campaigning for 
the political party in power, as was the case 
in Bhanswara/Bhilwara district in 1989 and 
1991. This situation with a wilting and ef¬ 
fective network of women leaders creates 
dangerous possibilities for their misuse by 
regressive ^ reactionary forces as is evi¬ 
dent from the mass participation of women 
in right wing politics. 

WHAT Is THE STATE'S INTENTION? 

It does not protect women functionaries 
like Bhawari. It does not tolerate any col- 
hctivisation of the women’s strength, be it 
in the emergence of autonomous women’s 
groups or workers' unions. It does not allow 
any real decision-making or control of the 
women over their own lives, even their sex¬ 
uality and fenilhy. \in through programmes 
like the WOP it builds up a 'progressive' 
irrurge—of encouraging awareness building, 
organishtion and mobilisation of women on 
the imperative of struggle rather than for 
executing programmes of tangible develop¬ 
ment in reality. From the inception of the 
programme, the slate cleverly employed 
women from NGOs and activists to draw up 
its proposal using the lone and tenor of the 
wortfen's movement, glossing over the basic 
conflict of its real intent with that of 
women’s real situation. In the form of the 
Information Development and Resource 
Agency (IDARA), women joined this exer¬ 
cise of awareness building and confidence 
builditv among the rural women and helped 
them to challenge to some extent the feudal 
and patriarchal practices in society. This col¬ 
laboration lent legitimacy and credibility to 
the state designs. With rw dear ideology, and 
emphasis just on processes, the net result 
seenu to have led to the evolution of a highly 
motivated and willing workforce of women 
who have been easily manipulated. 

The inaccessible irtvisible women of a 
feudal society has remained out of teach of 
the government tentacles. Encouraging 
women to challenge and overcome some of 
the feudal-patriarchal structures, it has 
managed t6 bring out large number of rural 
women out of the confines of an oppressive 
family structure, it has questioned niiedieval 
practices like sati and helped expand the 
traditional social image of women, but has 
in no way tried to challenge or chan^ it. The 
state has gained significant ground in its bid 
to gain acceptance for its existing develop¬ 
ment programmes, particularly the popula¬ 
tion control programme and its other *ra- 
tiorutl plans' by drawing the rural women in¬ 
to its so-caMed ‘modern development’ fold. 
Minimal liteiacy only goes to ensure a better 
consumer and less defiance in the small 
family norm. This goes along well with the 
fertility control programme and the cam¬ 
paign against child marriage—whose sole 
objective is shifting the focus from the 
poUtical-ecanonuc causes of poverty to quite 


simply, population. Promotion of modern 
agriculture technologies like hybrid seeds, 
pesticides, fertilisers, etc—aimed at only in¬ 
creasing output and then letting the market 
decide about everything else, serves the in¬ 
terest of the iniertutional funding agencies, 
the multinational companies and modern 
capitalist farming. 

Clearly the state desires to see women as 
isolated individuals and as social beings only 
in the context of marriage, family and tradi¬ 
tional social structures. Women’s oppression 
is seen only in its gender politic, negating 
its caste and class reality. Women's economic 
role as workers, even in state-run program¬ 
mes, be they famine relief works or develop¬ 
ment programmes like WDP, is not recognis¬ 
ed thus very deliberately pre-empting any 
unionisation of women as in WDP and 
thereby denying them basic minimum rights 
as workers in a government sponsored pro- 
gramnM—including protection and rediessal 
in cases of sexual assault. 

Despite country-wide demands for justice 
the state seems intent on sacrificing the in¬ 
terests of Vsoc’ women, in its larger electoral 
interest of a larger section (i e. the gujjar 
community) who form a major constituency 
compared to the economically weaker and 
minority kumhar caste—a choice made 
more expedient in the face of the upcoming 
panchayat elections. The assault on Bhawari 
then is projected as an isolated incidence of 
violence, with the very authenticity of the 
crime being questioned by the state 
machinery, the police; its medical offleers 
and the elected representatives/MLAs pro¬ 
tecting the dominant caste and patriarchal 
interests. \bt again the fact that rape and sex¬ 
ual assault on women is systematically used 
as a weapon to terrorise a^ oppress women 
seeking social change is being negated and 
speculations are rife; dissecting the in¬ 
dividual motives and conduct of the people 
involved. 

Over a decade after the historic Mathura 
rape case which sparked off massive cam¬ 
paigning and demands for change in the 
legislation on rape, where do women's 
groups stand today? Again there are rallies 
and petitioning, and a writ is being Tiled in 
the Supreme Court demanding that a policy 
be formulated to protect women workers in 
the case of sexual assault. Legal representa¬ 
tion. petitioning, ends at the doorstep of 
state power, be it the chief minister or the 
CBI. Pleading to the slate to furnish those 
whose interest it serves, i.e, the upper caste, 
•affluent and patriarchal offenders, is innate¬ 
ly contradictory to logic. The state does not 
punish them for child marriage and nor does 
it arrest them for committing the crime of 
raping its own functionaries. State interven¬ 
tion through amendments to existing legisla¬ 
tion or a token policy statement at best could 
lead to limited gains for women like 
Bhawari. More importantly, it is lime again 
to re-euunine strategies adopted by women’s 
groups in the face of such crises and the 
areas in which they direct their energies. A 
parallel could be drawn with other spheres 
of people’s action where resorting to govern¬ 


ment mediation to resolve a crisis has essen¬ 
tially cheated the p^ple of justice as has 
been the experience of the tragic Union 
Carbide case of Bhopal in 1984 where the 
state tixjk over as the sole representative of 
the gas-affected victims but then sold out 
completely to the multinational company for 
a measly compensation. 

A Pl-RSl'I r llVt H)R THE WOMEN'S 
Movimeni 

Increasingly a section of the women’s 
movement, NCiOs and women’s groups have 
entered into direct collaborations with the 
state in executing programmes for women. 
Greater outreach, access to resources and 
stability that came with this partnership also 
leads, almost invariably, to their co-option, 
so explicit in the experience of the WDP. The 
illusion created that there is space for 
women’s rights and their demands being 
met, is really a trap, harnessing women’s 
energies and maintaining the status quo. 
While wresting even the most limited of 
gains from the state, women’s groups have 
to evolve a clear understanding of the nature 
of the state, whose interest it represents and 
its intentions vm-u-vm women. It is of urgent 
importance to check the state’s takeover of 
women’s organising potential which will 
subvert the growth and depoliticise the 
women’s movement. 

Thq autonomous women’s movement in 
its early years drew its inspiration from the 
slogan of 'personal is political’. And with it 
grew the thinking that when women begin 
to assert themselves against such ‘personal’ 
oppression and violence, a process of politi¬ 
cisation begins through which they bre^ out 
of their atomised existence, forging a collec¬ 
tive identity and struggle. Campaigns, 
demonstrations and crisis intervention 
around issues of snual violence, rape, dowry 
deaths, harassment, sati and issues effecting 
women in their immediate reality succeeded 
in mobilising women in their thousands, in 
the Tirsi flush of the movement. 

Unfortunately, the dominant trend has 
been such that only the personal has remain¬ 
ed political. With an analysis and understan¬ 
ding limited to gender i.ssues, forging of 
linkages with the wider class and caste strug¬ 
gles remained largely sporadic. Women’s op¬ 
pression in society however is a sum total of 
her gender, class and caste reality. Response 
from the autonomous groups has mostly 
been of a typical knee-jerk, piecemeal man¬ 
ner. But the burden of gender inequality can¬ 
not be removed without coriplating it to the 
class and caste question. It is in the interest 
of the ruling classes and the state to subsume 
the class questions under gender concerns 
and directing energies away from major 
structural contradictions in society. And to 
this we must direct our strategy through 
developing a clear ideology. 

In the final analysis, for Bhawari and all 
women like her, just petitioning for policy 
level changes will be inadequate. Rooted in 
their gender, class and caste reality, women 
have to organise as workers and as women. 
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Unionisation of all women wokers in all 
state-run programmes like the WDP, Mahila 
Samalehya and the ICDS is the first step, 
with the provision and protection of basic 
rights. It becomes the responsibility of 
autonomous women's groups to assist in and 
catalyse the building of an organised power 
at the ground level. A power in which 


ASSAM 


ON the last day of last year, the govern¬ 
ment of Assam issued a notification call¬ 
ing upon all the members of United 
Liberation Front of A.som (ULFA) who 
had ignored till then both the threats and 
blandishments held out to secure their sur¬ 
renders to “surrender forthwith before 
January 31. 1993". The notification also 
warned that those who failed to heed the 
deadline would be declared 'proclaimed 
offenders' and would have to face the 
“consequent seizure and confiscation of 
(their) property". 

Dunng the month of January when this 
'deadline' was hanging over their head not 
merely were there no significant sur¬ 
renders. official claims to the contrary 
notwithstanding, but there were some ag¬ 
gressive. even grisly, initiatives, including 
the gruesome killing of three persons who^ 
according to ULFA, were 'police in¬ 
formers’ responsible for the arrest in early 
January of some senior ULFA leaders of 
the undivided Nagaon district, and the 
hanging of their bodies in public in 
Nagaon and Morigaon districts—ULFA’s 
'present', as messages left on these bodies 
proclaimed, on the occasion of Republic 
Day. 

Further, not merely does V Raghavan, 
the chief executive of Prag Bosimi, 
kidnapped about 10 days before the an¬ 
nouncement of the ‘deadline, remain un¬ 
traced, but there have been other instances 
of kidnapping and release after the terms 
of such release have been negotiated. 
Extortions too, not ail of which can be 
attributed to ULFA, continue. 

Indeed, not all the kidnappings can be 
attributed to ULFA. for the central leader¬ 
ship of ULFA bas gone on record dis¬ 
claiming any responsibility for the kidnap¬ 
ping of Raghavan. though everyone knows 
that ULFA’s Darrang district unit (where 
Prag Bosimi is situated) was involved in 
the kidnapping. But then it depends on 
how one defines kidnapping, b^use the 
state government has maintained that the 
company had been paying money to 
ULFA and probably some hitch over the 


Bhawari is an active participant in its crea¬ 
tion and in wielding it. As long as Bhawari 
is reduced to a passive link-agent of the state; 
an individual women wronged, justice 
coming her way will not only be delay^, but 
ultimately denied. 

(This report has been prepared by Malika and 
other members of Mahila Samuh, Ajmer.] 


agreed payments led to the present 'kid¬ 
napping’. Significantly, the state govern¬ 
ment has maintained a studied silence and 
even detachment about the incident, even 
though Prag Bosimi is a joint venture of 
the government of Assam and Bombay 
Silk Mills. 

IWo days before the ‘deadline’ was to 
elapse; chief minister Hiteswar Saikia told 
ptesspersons that come February I and 
the law would take its own course with 
regard to those ULFA militants who did 
not surrender. There have been other off- 
the-cuff remarks about army operations 
against recalcitrant ULFA elements being 
resumed; but those authorised to speak on 
such matters plead ignorance of any 
‘resumption’ of such operations. The fact 
is that while Operation Bajrang, launched 
towards the end of November 1990, was 
formally suspended before the June 1991 
elections and later withdrawn following 
the assumption of office by the elected 
government. Operation Rhino, launched 
in September 1991 (in the context of the 
unresolved hostage crisis and the deadlock 
over the release of ULFA militants) has 
never been formally withdrawn. Ind^, 
opposition leaders in the state have been 
routinely demanding the withdrawal of 
the army operations and. in the latest of 
such statements issued by the CPI, Janata 
Dal, Natun Asom Cana Parishad and the 
Bodoland Legislature Party on February 
6. have called for the withdrawal of the 
army itself from the state. 

The fact is that the announcement of 
the 'deadline' has had no impact on those 
elements in ULFA who, for reasons too 
complex (and also obscure) to go into 
here, decided to stay out, even after giv¬ 
ing formal assurances to the contrary, over 
a sequence of events, many even now 
perceived only partially, between the mid¬ 
dle of Decemlw 1991 and March 1992. 
The current dilemma of the state govern¬ 
ment is indeed closely related to those still 
unexplained and surreptitious events and 
deals that culminated in the ‘surrender’ of 
some, but not all the ULFA leaders; and 


the Hood of ‘surrenders’ (according to the 
state government, as many as 3,21!^ along 
with generous promises of rehabilitation, 
that have followed. 

Any large-scale resumption of army 
operations to nab ULFA leaders of the 
so-called anti-talks faction (so-called, 
because on some fundamental issues rais¬ 
ed by the organisation there aniears to be 
little to divide those committed ULFA 
members who have come over from those 
suying out) does not appear to be on the 
cards, claims and announcements to the 
contrary notwithstanding. The paucity of 
forces, the reluctance of the army to 
engage in direct confrontation with the 
populace when there is a popular govern¬ 
ment in office and when there is no direct 
crisis affecting the people—as was the case 
when Operation Rhino was launched— 
and the political atmosphere in the state 
itself militate against any major army 
operation. 

Further, one is yet to gauge what exactly 
Hiteswar Saikia wants, apart from secur¬ 
ing the surrender of the remaining ULFA 
leaders on his own terms. ULFA- leaders 
continue to denounce Hiteswar Saikia as 
a ‘gana shatru’ (enemy of the people) and 
have vowed to fight on, though realistical¬ 
ly speaking all such talk appears to be so 
much hot air. At the same time, knowing 
the kind of breakthroughs that Hiteswar 
Saikia was able to achieve to split the 
organisation, further initiatives along the 
same lines cannot be ruled out. ULFA’s 
contemptuous rejection of the ‘deadline’ 
and the state government’s threats of con¬ 
fiscation of property and announcements 
about ‘resumption’ of army operations are 
not the last words on the situation. The 
threat of confiscation of property in par¬ 
ticular is a hollow threat in that few ULFA 
leaders hold property in their ruunes; and 
any move to confiscate the properties of 
the parents/guardians and dependants of 
these ‘proclaimed offenders’ is bound to 
be ruM ille^l by the courts. Section 8 
of the Terrorist and Disruptive Activities 
(Prevention) Act certainly does not pro¬ 
vide for the confiscation of properties of 
relatives of ‘proclaimed offenders’. 

Indeed, such public rhetoric, threats 
and counter-threats may well be a ruse to 
obscure the possibility of yet another deal 
that is still possible, though the fine print 
of such a deal need to be carefully worked 
out. 

In other words, the situation on the 
ULFA front is more iffy, more shrouded 
in mystery and misdirection, than it ever 
was. Public postures and rhetoric either 
of ULFA or of the government appear to 
be designed to confuse rather than to in¬ 
form. Threats and blandishments appear¬ 
ing to promise one thing more often than 
not carry assurances of a totally different 
kind. It will lake time for these obscure 
patterns to become clear; but the agenda 
for such clarifications continues to be set 
by Hiteswar Saikia and, to a lesser extent, 
1^ ULFA leaders. 


Another Deal in the Offing? 

Kamaroopi 

The situation on the ULFA front is more ‘iffy’, more shrouded in 
mystery and misdirection than it ever was. 
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People’s Preparedness for Nuclear 
Emergency 


According to the International Atomic Energy Commission’s 
r^ulations the department of atomic energy is bound to ensure 
that the population around a nuclear facility is fully prepared and 
equipped to tackle a nuclear emergency, even if the chances of 
such an event occurring are remote. An independent survey 
around the Kalpakkam Nuclear Power Plant throws up some 
questions. 


THIS survey is a maiden erfort in India 
to assess the reaction of the people in the 
immediate neighbourhood of nuclear 
power plants, via, their awareness about 
the plant and its hazards, whether the 
nuclear establishment is geared to protect 
the people in the event of accidents; 
aspects regarding the site selection, and 
impact on the economy of the areas. This 
is unique in the Indian context as the 
political esublishment dangles the carrot 
of jobs to the local populace, individual 
development, etc, to gain their accep- 
unce/acquire their lands as also to stall 
any potential resisunce. Kalpakkam with 
its two reactors (2 x 23S MWe pressurised 
heavy water (PHW) reactors) operating 
for the last nine years offers a typical site 
for investigation. This would also indicate 
the actual effect of a capital intensive 
energy production industry on the lives of 
the people around. A plant like this is 
supposed 'to usher in a boom in the 
economic activity around the place. This 
apparent claim has to be objectively 
evaluated and ascertained. For the influx 
fo thousands of people to this power cen- 
tre can have many hidden and unexpected 
consequences. 

The nuclear power industry is sustain¬ 
ing its growth due to constant inputs from 
the state's exchequer. This is so almost 
everywhere in the world. The economics 
of nuclear power can be easily worked out 
'for or against’ by manipulation of the 
cost of ceruin vital inputs and outputs 
such as fuel (including mining rights), 
heavy water, plutonium, waste disposal 
costs and technology itself. Hence no 
direct calculations will reflect the reality 
to the people Apart from this any overall 
analysis of nuclear power with respect to 
the whole country, which includes all 
stratas of people, gives only a distorted 
picture. It is also a crucial issue concern 
ing the environment and the people of 
country, not just for few decades but 
millenniums. 

During the process of the commission- 
iitg and operation of the Kalpakkam 
plant, the world’s two well known nuclear 
accidents have taken place, i e. Three 


Mile Island. US and Chernobyl. USSR. 
This questions both the western and 
eastern approaches to the nuclear power 
programme. 

The Chernobyl accident took place on 
April 2S, 1986 at 1.23 am. Immediately 
after the incident the government autho¬ 
rities kept giving contradictory informa¬ 
tion. Because of this erratic behaviour of 
the government, coupled with the ig¬ 
norance of the people, even basic precau¬ 
tionary regulations were not being follow¬ 
ed by the people in the vicinity. Prypiat 
children went to school in the early hours 
of April 26 when the radiation levels were 
between 400 and 800 terns and the whole 
of Prypiat town had to be evacuated on 
the following day. The permissible level of 
radiation exposure to children is much less 
than for adults as per all the scientific 
bodies. On April 29 the Polish govern¬ 
ment (the Polish border is located about 
300 km from Chernobyl) recommended 
that the general population avoid milk 
from cows fed on green fodder and that 
only cows fed on dry fodder (kept inside) 
would be sold to avoid contamination of 
milk due to the usage of contaminated 
fodder. People were also advised to avoid 
all vcgeublesand food items kept outside 
Similar advice from the Soviet govern¬ 
ment for Kiev city located 150 km south 
of Chernobyl came much later. May day 
celebrations were being held at Kiev. 
Celebrations began at 10 am and people 
danced, sang and ate in the streets of Kiev 
enjoying the sunny weather. That day the 
Soviet foreign ministry spokesman 
Vladimir Lximeiko announced that the 
water around Chernobyl was very good 
and safe for drinking. 

After Three Mile Island and Chernobyl 
accidents developed countries have halted 
their nuclear power programme and some 
'.'ouniriis going to the extent of moth¬ 
balling ‘ready to operate' new reactors (US 
and USSR) or phasing out of existing 
reactors (Sweden) or cancelling of firm 
orders (totally 144 orders). 

It will be impossible to reduce the suf¬ 
fering of people unless and until all the 
people in that area are aware of the 


dangers and precaution that they will have 
to take in case of an accident. P^le have 
the right to know the dangerous activity 
that is going on around them. They also 
have the right to accept or reject such an 
activity ba.sed on their capacity to com 
prehend the danger. All mishaps affect 
mainly the lower strata of the local 
population. 

Based on these experiences the Inter¬ 
national Atomic Energy Agency has ad¬ 
vised all the countries to be fully prepared 
for the worst. The Indian department of 
atomic energy has also made its own plans 
on emergency preparedness and con¬ 
ducted mock-up operations at the sites of 
all operating nuclear power plants. This 
has evoked mixed and complex reactions. 
This technology is totally alien to the local 
population and hence people are not in 
a position to even comprehend and react 
to it. 

Kalpakkam Project 

Kalpakkam is located on the coast of 
the Bay of Bengal in Tamil Nadu. It is 
about 80 km south of Madras and 75 km 
north of Pondicherry. Madras and Pondi¬ 
cherry are the two nearest cities. It has a 
number of villages around. Most of the 
land is fertile paddy land. There are a 
nuinber of fishing hamlets on the coast. 
The population is evenly distributed all 
around the site. Almost every year it 
experiences severe cyclonic strom during 
November to January. Wind velocity is 
high during the cyclonic storms, touching 
150 km/hr. Humidity is normally high. 

The Kalpakkam plant has two 235 
MWe CANDU type of operating reactors. 
Apart from this there is a research centre. 
This houses a Fast Breeder Test Reactor, 
development laboratories, fuel processing 
laboratories, nuclear waste management 
facilities, etc Major facilities coming up 
ate for the reprocessing plant, the power 
reactor fuel plant, power plant waste 
immobilisation facility and one more reac¬ 
tor called PRP. Work at the site b^an in 
the early 60s. There are about 4,000 
government employees and an equal 
number of contract employees. Integrated 
financial outlay, over the past two decades 
amounts to over Rs 700 crorc 

A team of volunteers of Makkal 
Ariviyal lyakkam (People's Science Move¬ 
ment. lamil Nadu) conducted a sample 
survey around site The survey covered 35 
villages and 21 panchayats and 369 people 
were interviewed. The area was restricted 
to about 16 km radius arouneJ the plant. 
People were contacted directly and their 
opinions were recorded. In certain places 
the opinions were obtained from groups, 
in such cases the names of all the active 
members were recorded. Special attempts 
were made to meet the panchayat chiefs. 
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The whole survey took more than six 
months. 

The survey basically dwelt on people’s 
knowledge of radiation and its effects; 
people's preparedness in case of an nuclear 
emergency, and the economic profile of 
the local people: 

Peoples' Knowledge oi Radiation 

From Ihbles 2 and S we sec that only 
12 per cent of the people possesses 
minimum clear knowledge on the effects 
of radiation and only 5 per cent possesses 
minimum clear knowledge about emer¬ 
gency preparedness. The knowledge base 
seems to almost independent of quali¬ 
fication (Ihbles 4 and 6). There are more 
number of people who knbw about radia¬ 
tion and its effects than, what to do in 
case of an accident. Most educated and 
young also fall in the category of ‘ig¬ 
norant’ or ‘knows something but is not 
clear’ category. ’Knows something but is 
not clear’ people ate as vulnerable as the 
‘ignorant’, since their probability of doing 
wrong action is high. In such conditions, 
do we expect the people of Kalpakkam to 
respond to an accident any differently 
from those at Bhopal or Chernobyl? We 
also met the panchayat chiefs. All of them 
agreed that they have a role to play in case 
of an accident, but all of them were in the 
‘ignorant’ or ‘knows something but is not 
clear’ category. None of them knew that 
they had to stay indoors, that a wet cloth 
on nose would help, that outside un¬ 
covered food and vegetable should not be 
used, only water kept inside should be 
used, as far as possible they should not 
run, for help—help would come to them, 
where buses would come and how they 
would regulate the movement of people 
to the buses, how much time it would take 
to evacuate them, what would be the faci¬ 
lities that would be provided, who were 
to be evacuated first, etc 
For example, take the case of this pan¬ 
chayat chief (reproduced verbatim). 
Makkal Ariviyal iyakkam (MAiy. How 
will you get the message of a nuclear 
mishap? « 

Pbnvhayat Chief (PC): I will get the 
message from the village administrative 
officer (VAO). 

MAI\ Where does the VAO stay? 

PC: He slays in Ihirukalikundram, which 
is about 10 km from here. 

MAI: Then how can he inform you in 
evenings or nights? 

MAI: What is the population of the place? 
PC: There are about 400 houses with 
about 1,000 adults. Total population may 
be 2,000. 

MAI: Where will they take you? 

PC: To some place near Katankalthur, 
which is about 60 km away. 

MAI: How'long do you think it will take 
to evacuate all your people? 
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PO. Well. I really do not know, but we can 
calculate. An up and down trip lakes say. 
three hours, in one trip about 70 people 
can go. Totally about 14 or IS trips will 
be required, i e, over 40 hrs or two days 
with two buses. 

MAI: Who will do the co-ordination work 
here? 

PC: We have to do that. 

MAI: Does it mean that you will leave this 
place after all the people are evacuated. 


i e; si^ after two d^? 

PO. .! (No answer). 

MAI: Where will people stay till they 
board the buses? 

PO. Why? They have to wail here for the 
bus. 

MAI: Aren’t you told, it is better to stay 
indoors till the bus arrives? 

PO. Weil, I have heard something like 
-that. But that’s not possible. People will 
be panicky and would be interested in 


Tabi l I: Pf.opi.e-s Knowledge on Radiation and Its Effect 


Particulars 

Number of 
People 
Contacted 

Ignorant 
(Per Cent) 

Knows 

Something but 
Is Not Clear 
(Per Cent) 

Possesses 
Minimum Clear 
Knowledge 
(Per Cent) 

Total 

369 

53.0 

34.5 

12.5 

Chararlrrislip* of Sampk 





(a) Distance from site (in km) 




5 

125 

55.2 

31.2 

13.6 

S to 8 

135 

Sl.l 

37.8 

lU 

8 

. 109 

53J 

33.9 

12.9 

(b) Qualification 





Cannot read and write 

119 

70.6 

22.7 

6:7 

Can read and write 

79 

S8.2 

31.6 

10:2 

Sth to lOih standard 

150 

40.0 

43.3 

16.7 

Above lOih standard 

21 

28.6 

47.6 

23.8 

(c) Caste 





forward 

6 

16.7 

50.0 

33.3 

Backward 

217 

50.7 

35.9 

Ii.4 

Scheduled 

146 

58.2 

31.5 

10.3 

(d) Age 





25 years 

101 

30.5 

36.6 

12.9 

25 to 35 years 

120 

42.5 

43.3 

14.2 

35 years 

148 

63.5 

25.7 

10.8 

(e) Sex 





Male 

325 

50.5 

.35.4 

14.1 

Female 

44 

72.7 

27.7 

0.0 


Table 2: People’s Prepabedness in Case of Nuclear AcaoENT 


Particulars 

Number of 
People 
Contacted 

Ignorant 
(Per Cent) 

Knows 

Something but 
Is Not Clear 
(Per Cent) 

Possesses 
Minimum Clear 
Knowledge 

Per Cent 

Total 

369 

68.8 

26.6 

4.6 

CharaPlrriatini of Sampli 

P 




(a) Distance from site (in km) 




5 

125 

73.6 

20.8 

5.6 

5 to 8 

135 

54.1 

41.5 

4.4 

8 

109 

81.7 

14.7 

3.6 

(b) Qualification 





Cannot read and write 

119 

77.3 

19.3 

3.4 

Can read and write 

79 

65.8 

27.9 

6.3 

Sth 10 lOth Standard 

ISO 

66.0 

28.7 

5.3 

Abos> lOih standard 

21 

52.4 

47.6 

0.0 

(c) Caste 





Forward 

6 

66.7 

33.3 

0.0 

Backward 

217 

67.3 

26.7 

6.0 

Scheduled 

146 

71.2 

26.0 

2.8 

(d) Age 





25 years 

101 

68.3 

rr.i 

4.0 

25 to 35 years 

120 

65.8 

27.5 

6.7 

35 years 

148 

71.6 

25.0 

3.4 

(e) Sex 





Male 

325 

66.8 

28.3 

4.9 

Female 

44 

84 1 

13.6 

2.3 
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boaiding the bus at the earliest. How is 
it possible for us to ask them to stay 
indoon? 

MAh What about your food? What is rhe 
food that you will prefer during such an 
unforeseen event? 

PO. Food! What can we eat? ^ have 
almost no choice. Wfe will take whatever 
is available. We hope the government will 
help us. 

MAh What about water? 

PO. We normally take the water from a 
well nearby. 

MAh Even after the accident? 

PO. Ws! Why not? 

MAh WIiat about vegetables and milk? 
PO. V/e don’t buy much vegetables and 
milk from outside. Everything is in our 
house. 

MAh Will you continue to use these 
items? 

PO. Yes, yes. why not? 

MAh Have you not been informed that 
all the products lying outside have a fair 
chance of getting contaminated and it is 
advisable to avoid the items lying outside, 
including water?' Material stored inside 
will be much safer. 

PO. I am sorry, I do not know all these 
things. People like you should come and 
tell the people. 

MAh Has this nuclear reactor helped you 
and your village in any way? 

PO. It has helped us very marginally but 
has done more damage. A few ’colony’ 
(place where harijans stay) boys go for 
some contract jobs inside Only about four 
or five have got government jobs. Others 
have not got any other jobs. The cost of 
land has come down, due to fear of the 
reactor. Nobody wants to settle down here 
Even I am trying to sdl my land and move 
to the city. cannot live peacefully here 
MAh Do you know that they are planning 
to construct another big reactor? 

PO. Yes! I have heard about it. We will 
defnitely oppose any such move In those 
days we did not know its implications. O 
V Alagesan had told us that our people 
will get jobs and there won’t be any 
danger. Now nobody can deceive us. 

Of four panchayat chiefs, not one was 
clear about the emergency procedures. 
Some of them were sceptical atout govern¬ 
ment help. Under these circumstances in 
India where the population density is high 
and widespread, the impact of a catas¬ 
trophe such as Chernobyl will have a 
devastating impact. Apart from this con¬ 
sidering the poverty of the villagers, whose 
lifetime possession comprise only of a few 
goats and a pair of bullocks or cows at 
most are insistent that their animals 
should be moved out along with them. 

Economic Asphc'h* 

What benefits have accrued to the peo¬ 
ple due to the plant and what economic 
penalties have they paid or are paying due 
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to the plant? It is generally believed that 
such mega projects develop the local 
area, infuse new economic activity by 
generating new employment opportuni¬ 
ties, business, etc And these economic ac¬ 
tivities elevate the overall general condi¬ 
tion of the people. 

To focus on these aspects the following 
were the queries: whether there is any 
change in income due to the plant; 
whether they or their family members 
have got any job (government/contract/ 
others); and whether they feel that the cost 
of living has gone up due to the influx of 
high income employees of the plant. 

During the survey it was apparent that 
the first two issues are dependent on the 
distance between plant and the village, 
whereas the third point is dependent on 
the distance between the township and the 
village So the road distance between the 
township and the village was also recorded 


for further analysis. The township is 
located about 1(T km (by road) born the 
plant. The site to village distance is as the 
crow flies and from township to village is 
the road distance. 

From the Table 7 it can be seen that 
only an insignificant number, i e, only 
eight out of'369 have got jobs in tlw 
department of atomic energy (DAE) 
establishments. Even this is on the higher 
side, since the sample invariably consists 
of active and vociferous people of the 
area. It is these people who normally 
manage to get jobs or such other benefits. 
Ip other words only a miniscule number 
of the local people are deemed fit for a 
job in these establishments. The data very 
clearly shows that their age or qualifica¬ 
tion has not given them any additional ad¬ 
vantage in gelling jobs in the DAE or 
allied establishments. 

With reference to contract jobs, we sec 


Tabi.e 3: Empixivment Opportunities Created bv Plant tor Lck ai. People 


lYirliculars 

Number of 
i^ple 
Contacted 


Employment 


Central Govern¬ 
ment in DAE or 
Allied 

Establishments 
(ftr Cent) 

Coniraci 
Workers 
(Per Cent) 

Miscellaneous 
Business/ 
Servants, etc 
(Per Cent) 

Total 

369 

2.2 

12.3 

3.8 

Characlrridies of Sample 

t* 




(a) Distance fmm site (in kms/ 




5 

123 

3.2 

22.4 

2.4 

3 to 8 

133 

0.0 

10.4 

5.9 

8 

109 

3.7 

3.7 

2.8 

(b) Qualificiiion 





Cannot read and'wrile 

119 

0.0 

8.4 

1.7 

Can read and write 

79 

2.5 

ISO 

3.8 

Sth lo lOih standard 

130 

4.0 

15.3 

6.0 

Above lOlh standard 

21 

00 

4.8 

0.0 

(c) Caste 





Forward 

6 

0.0 

0.0 

0.0 

Backward 

217 

1.8 

9.7 

4.2 

Scheduled 

146 

3.4 

17.1 

3.4 

(d) Age 





23 years 

101 

1.0 

21.8 

3.0 

23 to 33 years 

120 

4.2 

ISO 

5.0 

33 years 

148 

1.4 

4.1 

3.4 

(e) Sex 





Male 

323 

27 

13.2 

3.7 

Female. 

44 

0.0 

6.8 

4.6 


Tabi e 4; CoftT Comparison 


Item 

Rate in a Village around 
.30 Km away from 
Township 
(Rs/kg or Litre) 

Rate in a Village around 
One Km away from 
Township 
(Rs/kg or Litre) 

Duck's egg (one nomberj 

0.80 

1.40 

Ueef 

10.00 

14.00 

Mutton 

33.00 

44.00 

Fish (one .set) 

3.00 

10.00 

Milk 

4.50 

8.0 

Greens ('Kccrai') 

0..3() 

1.00 

Drumstick (4 nos) 

0.50 

2.00 

Local ladies finger 

2.00 

5.00 

Local brinjal 

2.00 

5.00 
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that (he less educated and the scheduled 
castes fare better than the educated and 
tockward castes. Which only indicates 
(I) local people arc fit to be the coolies 
or servants and (2) the scheduled castes 
who are normally 'bonded' farm labourers, 
prefer to come out and work as coolies 
for marginal or no economic benents. 
This in a way gives them freedom from 
their age old feudal masters. Only farm 
labourers living very close to the site are 
attracted to these jobs, since most of them 
have to walk to their work spot. It is un> 
fortunate that not a single female govern¬ 
ment employee was found in the sample 
(we came to know that a few local women 
had been given jobs in DAE establish¬ 
ments on the death of their husbands). 
Only a small percentage (6.8 per cent) of 
women contract employees are working as 
daily coolies and they mostly belonged to 
the scheduled castes. 

Thus the huge amount of money spent 
has not given a boost to the economy of 
the local people. The only change it has 
brought is in converting a handful of farm 
labourers into daily contract coolies, 
which has hardly changed their daily in¬ 
come. Nevertheless it has loosened, the 
feudal grip on the harijans. As one of the 
panchayat chiefs remarked “Nowadays 
our people don’t listen to us, they demand 
tea and coffee and work only from 9 am 
to 5 pm. Not only this, they don’t even 
respect us“ 

It was also found that many of the peo¬ 
ple whose lands were taken for the pro¬ 
ject were promised jobs but were not given 
any. They feel that they have been deciev- 
ed and show their ‘certificaies of pre¬ 
ference’ given by the tehsildar with 
anguish and despair. 

I^eoplc around the township have been 
adversely affected due to the high cost of 
living. Items like fish and eggs have 
become dear and so, rare. This sample 
survey is based on subjective attitudes of 
peopfe Nevenheless it has its significance, 
since, the people were very clear about it. 
Even vegetables, rice and ragi prices are 
high when compared to other interior 
areas about 30 km away (Table 4). 

From the survey it is clear that (I) Only 
a marginal 2.2 per cent of the people very 
near the plant have got permanent Croup 
D (swceper/helper) jobs in the atomic 
energy establishments. (2) Only IS per 
cent of the people very near the plant have 
got contract casual labour and other 
miscellaneous jobs. These contract jobs 
have in no way changed the economic 
situation of the people. (3) Cost of living 
has increased tremendously and about 90 
per cent of the people near the township, 
vouch that it is due to the plant. (4) Peo¬ 
ple including their elected representatives 
are generally unaware of the emergency 
preparedness—procedures and the effect 
of radiation on themselves. 
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The expenditure of about Rs 700 crore 
has given permanent employment to 
about 4,000 employees and an equal 
number of temporary contract jobs. That 
is the money spent for one permanent job 
and one temporary job is about Rs 20 
lakh. Whereas equivalent amounts spent 
on appropriate rural schemes could have 
generated at least SO times more job 
opportunities. 

The local economy has been adversely 
affected by an increase in the cost of living 
and the accentuated economic differentia¬ 
tion. Their real income has gone down 
due to reduction in purchasing power. In 
other words it can be said that Rs 700 
crore of public money has brotught only 
economic deprivation along with high 
risks for the local people All the so-called 
‘economic benefits’ have accrued only to 
those already better-off lot living 
elsewhere or to salaried classes coming 
from other parts of the country. 

Apart from this the-plant has affected 
the water balance and the coastal sea 
fishes. The township having a population 
of 20,000, consumes*about S.36 million 
litres and the plant takes about 6.4 million 
litres of potable sweet water every day. 
This water is being pumped from the b^ 
of the nearby Paalaar river. Paalaar river 
has almost no surface water flow. The 
ground water flow also stops during the 
summer months. Huge ground water 
pum|M have been installed in the land ad¬ 
jacent to the Paalaar river for meeting the 
deficit in the summer months. This loca¬ 
tion is also ji source of water for some 
suburbs of Madras city like Maraimali 
Nagar, Tambaram, I^llavaram. This 
extraction of water from land has depress¬ 
ed the ground water level from 30 ft to SO 
ft. Because of this all the agricultural 
borewell/wells around this area (i e. say 
8 km belt) are getting restricted water 
supply. Not only this, it is suspected by 
the panchayat chief of Vayalur village 
(about 4 km south of the township) that 
the sea water has already penetrated the 
subsoil strata due to reduction in ground 
water level and the resultant salinity has 
devastated at least 100 hectares of fertile 
land. Earlier they could tap the water from 


10 to IS ft depth, now the uater table has 
gone down so much that it is beyond the 
reach of economic extraction for the small 
and middle farmers. The people of 
Kalpakkam township, about 8 km away 
from Paalaar river however get good pro¬ 
tected sweet water, whereas all the villages 
from Paalaar river to Kalpakkam 
township have to live with not so sweet or 
salty unprotected well water. 

About 7S0 million litres of sea water is 
sucked from the sea every day for dump¬ 
ing the condenser heat (about 1,200 MW 
(th)). This increases the temperature of 
water at the outlet by at least 1I”C 
thus changing the ambient sea water 
temperature. In addition to this a large 
quantity of low level radiation waste is be¬ 
ing dumped into the sea. This thermal 
pollution is likely to have caused damage 
to certain specific varieties of fishes and 
prawns. Some of the species of fishes and 
prawns which were available in plenty in 
the neighbouring fishing areas have 
become a rarity now. 

When asked about their reaction to the 
recently proposed new reactor most peo¬ 
ple in the so-called ‘benefited’ sector 
(i e, people living between 0 and S km 
from the plant site) made statements like: 

“At that time we did not know about 
reactors, now we know that it is dangerous 
and we have no other go but to oppose 
it. We cannot be lured by jobs, since we 
are sure that we will be deceived”, 

“A snake is a snake, we cannot sleep 
peacefully with a snake'’, 

“This is like cobra, we don’t know when 
it will strike”, 

“We will accept the new plant only if 
it is totally safe”, 

“It is not required since we may be 
displaced from our land”, 

“We are sure that we will not get jobs 
due to the new plant, only the cost of liv¬ 
ing will further go up”. 

It would seem on the basis of this 
survey that while people are ill-informed 
about radiation harass and ill-prepared 
to deal with emergencies, they are already 
beginning to feel the economic and en¬ 
vironmental impact of the plant. 
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MONEY AND BANKING 

Sharp Rise in Commercial Credit 

Non-food credit to the commercial sector rose sharply in the first 
10 months of 1992-93 and was responsible for the above-target 
growth of Mj during the period. 


CONTRARY lo the trend in the fiscal 
yeai 1991-92, narrow money stock M, 
showed a sharp deceleration in growth 
both in absolute and percentage terms in 
the first 10 months of 1992-93 to Rs 4,642 
crore or 4.1 per cent from Rs 18,680 crore 
or 20.1 per cent in the same period of 

1991- 92 (Table I). While demand deposits 
contracted by Rs 1,292 crorc during the 
review period, currency expanded by 
Rs 4,864 crore and contributed 105 per 
cent towards the expansion of M,. Other 
deposits with RBI showed an increase of 
Rs 1,070 crore which may be explained 
partly by the narrowing of investment 
outlets to investment institutions like UTl, 
Lie and GIC. 

Time deposits grew by Rs 34,129 crore 
(or 17.6 per cent), that is, sizeably more 
than last year’s increase: This was reflected 
in the expansion of M, by Rs 38,771 
crore or 12.3 per cent which was above the 
desired target growth of less than 11 per 
cent for 1992-93. A major explanatory 
variable for the expansion of M, con¬ 
tinued to be net bank credit to the govern¬ 
ment sector which nevertheless registered 
a lower expansion of Rs 16,643 crore dur¬ 
ing the period under review as compared 
to Rs 23,210 crore during the comparable 
period of the previous year. The expan¬ 
sion in net bank credit to the government 
sector contributed 43 per cent to the ex¬ 
pansion in M,. While RBI credit to 
government went up by Rs 7,738 crore, 
other banks’ credit to goverment grew by 
Rs 8,905 crore. 

Even though RBI credit to the commer¬ 
cial sector registered a fall of Rs 1,255 
crore, higher bank credit to the commer¬ 
cial sector (Rs 23,613 crore as compared 
to. Rs 8,396 crore) contributed to the 
monetary eepansion to the extent of 61 per 
cent during the review period. However, 
a'subsuruial fall in the net foreign ex¬ 
change assets of the banking sector was 
witnessed in the first ten months of 

1992- 93. Imparting a contractionary in¬ 
fluence on money stock, foreign exchange 
assets fell by Rs 3,104 crore or by 13.9 per 
cent during March 92-January 93 com¬ 
pared to a rise of Rs 6,437 crore or 74.2 
per cent during the same period last year. 
There was a sizeable contraction in net 
non-monetary liabilities of RBI which to 


that extent provided an expansionary im¬ 
pulse to monetary growth in 1992-93. 
During the first ten months of 1992-93, 
net non-monetary liabilities of RBI declin¬ 
ed by Rs 3,366 crore as against an increase 
of Rs 1,479 crore in the corresponding 
period last year. 

A deceleration in reserve money expan¬ 
sion was discernible during the first 10 


months of the fiscal year 1992-93 mainly 
due to a fall in RBI lending to government 
(Table 2). Reserve money went up by 
Rs 9,240 crore or by 9.3 per cent in the 
review period as compared to a larger ex¬ 
pansion of Rs 12,034 crore or 13.7 per cent 
in the comparable period of 1991-92. 
While currency in circulation expanded by 
Rs 5,018 crore deposits with RBI (both 
from banks and others together) rose by 
Rs 4,222 crore. 

Banking Trknus 

Trends in key banking variables reveal 
a smart rise in deposits and bank advances 
(Table 3). Aggregate deposits of scheduled 
commercial banks in the first 10 months 
of (he current fiscal year showed a rise of 
Rs 31,792 crore (13.8 per cent) as com¬ 
pared with an increase of Rs 30,532 crore 
(15.9 per cent) in the corresponding period 


Txair I; Trends in Money Sick k 


(Rs cmrrf 


Out- F.nd-March lu 

standing Hnd-January 
as on 1992-'93 1991-92 i^VI 1^1-92 
22.1.93 


End-March to 

En^MarcJi _ 

l996-'9r 1989-90 


Currency with public 

660% 

4864 

7052 

5134 

8184 

6748 

7971 



(7.9) 

(13.3) 

(11.1) 

(15.4) 

(14.6) 

(20.8) 

Demand deposits 

50691 

-1292 

- 10501 

3159 

12813 

5008 

6399 



-(2.5) 

(26.8) 

(9.2) 

(32.7) 

(14.7) 

(23.1) 

Other deposits with RBI 

1966 

1070 

1127 

676 

222 

76 

-% 

M, 

118733 

4642 

18680 

8%9 

212(9 

11832 

14274 



(4.1) 

(20.1) 

(11.1) 

(22.8) 

(14.6) 

(21.4) 

Time deposits 

235102 

34129 

23557 

18460 

28037 

2J046 

23183 



(17.6) 

(13.6) 

(12.3) 

(16.2) 

(13.4) 

(18.3) 

M, 

353835 

38771 

42237 

27429 

49256 

34678 

37457 

SourcTH of rhanitr in M, 


(12.3) 

(15.9) 

(11.9) 

(18.5) 

(is.i; 

(19.4) 

Net bank credit to government 

174937 

16643 

23210 

20690 

I8I0I 

23042 

20676 



(10.5) 

(16.6) 

(17.7) 

(12.9) 

(l».7) 

(21.4) 

Reserve Bank of India 

101734 

7738 

12091 

13067 

5168 

I5I6S 

14068 



(8.2) 

(13.6) 

(17.7) 

(5.8) 

(20.6) 

(23.6) 

Other banks 

73183 

8905 

11119 

7623 

12933 

7877 

6608 



(13.9) 

(21.7) 

(17.5) 

(25.2) 

(I8J) 

(17.9) 

Bank credit to commerciat 








sector 

212975 

21910 

7892 

12737 

192% 

20065 

23822 



(11.5) 

(4.6) 

(8.4) 

(11.2) 

(13.2) 

(18.6) 

Reserve Bank of India 

6003 

-1255 

-706 

860 

918 

-7 

825 

. 


-(17.3) 

-(III) 

(13.5) 

(14.5) 

-(0.1) 

(11.5) 

Other banks 

206970 

23615 

85% 

13597 

18378 

20072 

22997 



(12.6) 

(5.2) 

(9.4) 

(III) 

(13.8) 

(18.8) 

Net foreign exchange assets 

16423 

■3104 

6437 

1529 

I08SS 

1854 

-149 



-(15.9) 

(74.2) 

(22.4) 

IS 

(27.2) 

-(2.2) 

Currency liabilities 

1738 

62 

67 

56 

75 

66 

80 



(3.7) 

(4.1) 

(3.6) 

(4.6) 

(4J) 

(5.4) 

Net non-moneury liabilities 

S22j8 

-3260 

-4631 

7583 

-929 

I0I49 

6972 



-(5.9) 

'(8.2) 

(16.4) 

-(1.6) 

(21.9) 

(17.8) 

Reserve Bank of India 

24037 

-3366 

1479 

8599 

381 

9486 

600 

Other banks 

28201 

106 

-6110 

-1016 

-1310 

663 

6372 

Important monetary ratios (l^iod-cnd) 







C/M, 


55.7 

53.9 

57.0 

53.7 

57.1 

57.1 

C/M, 


18.7 

19.5 

19.8 

19.4 

20.0 

20.0 

Agg deposils/M, 


80.8 

79.9 

80.0 

80.3 

79.9 

79.7 

Incrtmenial 








AC/AM, 


104.8 

37.8 

57.2 

38.6 

57.0 

55.8 

AC/AM, 


12.5 

16.7 

18.7 

16.6 

19.5 

21.3 

A Agg deposits/AM, 


84.7 

80.6 

78.8 

82.9 

80.9 

79.0 


Noir. i-igures in brackets in -Ikbles I, 2 and 3 are pcrcenuige increases over the previous 
period. 
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Table 2: Reserve Money—Chances in Comfonenis and Sources 

(Rs croK) 



Out¬ 
standing 
as on 
22.1.93 

End-March to 
Enddanuary 

End-March to 
End-Match 

1992-93 

1991-92 

1991-92 

1990-91 

Currency in circulation 

68749 

3018 

7272 

8449 

vyyo 



(7.9) 

(13.2) 

(13.3) 

(14.5) 

Banken’ deposits with RBI 

38034 

3132 

3635 

3039 

3116 



(9.0) 

(11.4) 

(9.6) 

(10.9) 

Other deposits with RBI 

1966 

1070 

1127 

222 

76 

Reserve Money 

108749 

9240 

12034 

11730 

10188 



(9.3) 

(13.7) 

(11.8) 

(13.1) 

Net RBI credit to government 

101734 

7738 

12091 

3168 

ISI63 



(8.2) 

(13.6) 

(3.8) 

(20.6) 

RBI credit to banks 

7536 

2434 

-4376 

-4905 

2533 



(47.7) 

(-43.7) 

(-49.0) 

(33.9) 

RBI credit to commercial sector 

6003 

-1255 

-706 

918 

7 



(17.3) 

(Il.l) 

(14.5) 

(0.1) 

Net foreign exchange assets of 






RBI 

15733 

-3105 

6437 

10835 

1915 



(-16.5) 

(80.6) 

(136.0) 

(31.6) 

Government's currency 






liabilities 

1738 

62 

67 

75 

66 



(3.7) 

(4.1) 

(4.6) 

(4.2) 

Net non-monetary liabilities of 






RBI 

24037 

-.3366 

1479 

381 

9486 



(-12.3) 

(5.5) 

(1.4) 

(54.1) 


Table 3: Opebation of Schedui.ed Commercial Banks 

(Ks crore/ 



End-March to 

End-March to 


Out- 

End-Januarv 

End-March 


standing 















as on 

1992-93 

1991-92 

1990-91 

1991-92 

1990-91 

1989-90 


22.1.93 







Aggregate deposits 

262330 

31792 

30522 

19086 

38216 

25583 

26809 



(13.8) 

(15.9) 

(11.9) 

(19.8) 

(13.3) 

(19.1) 

Demand deposits 

43680 

-1408 

9806 

2767 

11895 

4337 

5514 



-(3.1) 

(29.5) 

(9.6) 

(35.8) 

(13.0) 

(23.6) 

Time deposits 

218869 

33200 

20716 

17039 

26321 

21246 

21295 



(17.9) 

(13.0) 

(12.3) 

(16.5) 

(13.4) 

(18.8) 

Bank credit 

146025 

20433 

4693 

10070 

9291 

14848 

16734 



(11.0) 

(4.0) 

(9.9) 

(8.0) 

(14.6) 

(19.8) 

Food credit 

5893 

1223 

186 

2331 

164 

2499 

1237 



(26.2) 

(4.1) 

(126.1) 

(3.6) 

(124.5) 

(160.6) 

Non-food credit 

140132 

19210 

4507 

7539 

9127 

12347 

15497 



(15.9) 

(4.0) 

(7.6) 

(8.2) 

(12.4) 

(18.5) 

Cash in hand 

2139 

131 

162 

63 

204 

155 

204 



(6.5) 

(9.0) 

(3.8) 

(11.3) 

(9.4) 

(14.1) 

Balance with RBI 

37374 

3195 

10838 

3465 

10318 

398 

2087 



(9.3) 

(45.4) 

(14.8) 

(43.2) 

(17.0) 

(9.8) 

Borrowing from RBI 

2900 

2323 

-2166 

830 

2891 

1068 

-1128 



(40.3) 

-(62.5) 

(34.6) 

-(83.3) 

(44.5) 

-(32.0) 

Investments 

101254 

II0S8 

l,:o9l 

9996 

I5I3I 

10695 

9707 



(12.3) 

(16.9) 

(15.5) 

(20.2) 

(16.6) 

(17.8) 

Credit-deposit ratio 








Aggregate 


53.8 

54.2 

59.7 

54.4 

60.4 

60.8 

Incremental 


64.3 

15.4 

50.8 

24.3 

58.0 

62.4 

Non-food ctedii-deposit ratio 








Aggregate 


53.4 

52.1 

57.3 

32.4 

58.1 

59.6 

Incremental 


60.4 

14 8 

38.0 

34.f 

48.3 

57.8 

Investment-deposit ratio 


38.6 

39.3 

39.8 

39.1 

39.0 

38.6 

Cash-deposit ratio 


15.0 

16.4 

15.3 

15.7 

13.3 

15.5 


of last year. This was the largest expan* 
sion since 1969 and exceeded the estimate 
of the likely growth of Rs 77,000 crore for 
the whole of the fiscal year 1992-93. De¬ 
mand deposits declined by Rs 1,408 crore 
(-3.1 per cent) against an increase of 
Rs 9,806 crore (29.3 per cent) in the first 
10 months of 1991-92. Time deposits 
showed a very laige increase of Rs 33,200 
crore (17.9 per cent) in the first 10 months 
of 1992-93 as compared with an increase 
of Rs 20.716 crore (13 per cent) in the cor¬ 
responding period of 1991-92. The strong 
growth in time deposits during the current 
financial year so far can be partly explain¬ 
ed by the flexibility given to banks to pay 
interest on time deposits within a ceiling 
of 13 per cent. 

Scheduled commercial banks’ credit for 
food procurement operations increased by 
Rs 1,223 crore as against an estimated rise 
of Rs 1,100 crore for the fiscal year 
1992-93. Non-food credit showed a 
phenomenal increase in the first 10 
months of 1992-93 of Rs 19,210 crore (13.9 
per cent) as against a nominal increase of 
Rs 4,307 crore (4 per cent) in the com¬ 
parable period of 1991-92. The resulting 
incremental net non-food credit-deposit 
ratio worked out to 64.3 per cent com¬ 
pared to 13.4 per cent for the correspon¬ 
ding period of last year. Investment in 
government and other approved securities 
at Rs 11,038 crore or 12.3 per cent was less 
than the growth of Rs 12,WI crore record¬ 
ed during the corresponding .period of 
1991-92. As a result the investment-deposit 
ratio for the review period at 38.6 per cent 
was slightly lower than that a year ago 
(39.3 per cent). Scheduled commercial 
banks’ dependence on the RBI increased 
by Rs 2,323 crore during the first 10 
months of 1992-93 as against a decline of 
Rs 2,166 crore for the same period of 
1991-92. Banks’ balances with RBI were 
higher by Rs 3,193 crore during the period 
under review as against a substantial rise 
of 10,838 crore in 1991-92. 

Lending by RBI to the government 
came down significantly during the year 
from Rs 12,091 crore in the first 10 months 
of 1991-92 to Rs 7,738 crore in the same 
period of 1992-93. However, the commer¬ 
cial sector reduced its dependence on RBI 
to the extent of Rs 3,103 crore in the latest 
period as compared to last year when 
commercial banks’ dependent on-the 
RBI went up by Rs 2,434 crore In 1991-92 
RBI credit to banks recorded a substan¬ 
tial fall of Rs 4.376 crore. The fall in net 
foreign exchange assets of the RBI dur¬ 
ing the year was Rs 3,103 crore as com¬ 
pared to a rise of Rs 6,437 crore last year. 
Net non-monetary liabilities of RBI, 
which had a negative influence in reserve 
money expansion during the current year, 
fell by Rs 3,366 crore. 
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The Danes, Maastricht and 
European federalism 

ChrisUaB SoRmea 

Jn the mixture of European disintegration and increased 
federalism takirrg place at the same time, Denmark and the Danes 
have become the focus of much attention. Why did the Danes 
vote ‘no’ to Maastricht and a wider European integration? Who 
voted ‘no*? And what will they say in a second referendum? 


AFTER the Danah leferendum on June 2, 
1992, where a small nuyority voted against 
Danish ratification of the Maastricht 
'Iteaty, European Federalism has been in 
a state of crisis. In France, the IVeaty was 
ratined only with a narrow migority. 
Britain has been thrown into a serious 
political crisis—on the one hand refusing 
the popular demand for a referendum and 
on the other making its approval of the 
treaty dependent on a second Danish vote. 

Meanwhile Europe is falling apart. 
There is civil war in ^goslavia and social 
and political iiutability in most of east- 
and centraUEurope And a unified 
Germany is turning sour in a quagmire of 
social unrest and fascist revival. 

Denmark'and the Danes have become 
the focus of much attention in this mix¬ 
ture of processes of European disintegra¬ 
tion and increased federalism taking place 
at the same time Why did the Danes vote 
‘no* to Maastricht arid a wider European 
integration? Who voted ‘no’? And what 
will they say in a second referendum? 

Danish ‘NoWote 

Says one Danish political analyst: “The 
typical Danish ‘no^voler is between 30 and 
50 years old, she has a short- or medium- 
term education, is employed in the public 
sector or is unemployed, and she is nor¬ 
mally voting for the Sodal Democratic or 
the smaller Socialist People's Party. She 
is a new impoitant feature in Danish 
politics!* She did not vote ‘no’ for 
economic reasons. The ‘no^votc has been 
called a Vronscience volt?. Surveys in 
connection with the referendum show 
that fear of losing national identity or 
sovereignty were the main causes behind 
the ‘no^vote. 

The ‘yKivote followed a mote tradi¬ 
tional political pattern, based on possible 
economic benefits for Danes by saying 
‘yes’ to Maastricht. 

The ‘no^voter followed her conscience 
and deserted her pro-Maastricht political 
leaders. Three-quarters of the MPs were 
pro-Maastricht before the referendum. 
This triggered off a lot of thinking and 
inward looking in all the political parties, 
not least the Social Democratic i^y. But 
the ‘no’ to Maastricht was not a ‘no’ to 
the Social Democrats—now in opposition 
for more than 10 years, despite still being 


the biggest party in the parliament, draw¬ 
ing around 37 per cent of the vote at the 
latest elections in 1990. In fact an opinion 
poll immediately afto' the refnendum 
showed increased support to the Social 
Democratic Party. 

Historical Roots 

The causes behind die ‘nef have historic 
roots in two ways. FirtI, Denmark cheris¬ 
hes the privilege of being small, hoping 
that while the big powers fight tl^r wars, 
scramble for hegemony, they forget to pul 
their eyes on insignificaiit Denmark. 
Danes resent big brawling and muscle- 
flexing. ‘Down on the earth—not in the 
blue skies, that is where we belong!’ says 
one of our famous national songs. That 
is probably why many of our neighbours 
see us as easy-going and peaceful or 
‘schlapp’ (German for ‘wedk’). 

This does not mean that Danes like to 
be left on their own. We like to be part 
of a wider world—and especially enjoy 
the economic benefits of being p^ of it. 
But we prefer to do it from a neutral 
distance. 

Denmark could never boast of a col-, 
onial empire, of colonial trade or in¬ 
vestments, but traded with Britain and 
gained something close to a monopoly in 
the supply of agricultural commodities to 
the Britons while they were conquering the 
world with sword, steam and commerce: 
It is thus typical that only very few, ac¬ 
cording to a survey, beUei^ that a ‘no’ 
to Maastricht, would have any serious 
consequences for Denmark’s position in 
Europe The economic benefits of being 
an EC-member are still acknowledged by 
a majority of Danes. 

Without being an anti-German vote, 
although most Danes fear a strong 
Germany for obvious historical reasons, 
the Danish ‘noivote was a strong signal, 
that we do not wish to be drawn into 
European big power politics or at least 
not at the speed and in tlw form suggested 
by the present proponents of European 
Meralism. 

Welfare State and Gender 

The second historic root is more 
recent-the Danish Wfeifatc State Denmark 
has one of the highest living standards in 
the world, which would never have been 


possible without Danish imegntibn into 
world trade But on this economic foun¬ 
dation, the specific characteristics of the 
Danish welfare state are to be found in a 
combination of three features: Egalitarian 
politics, a special Scandinavian brand of 
liberal democracy—in Derunark Called 
‘folkestyrr' and Keynesian eoonotnia with 
a comparatively stroiv role of the state 

The egalitarian tradition in Derunark is 
inobably rooted in its peasant history. 
Denmark has never experienced any 
bloody revolution. But a number of most¬ 
ly peasant-based popular movementt have 
had their impact on our history. One such 
important movement was the co-operative 
movetnenL which was in fact joined by the 
working clus. Progressive social welfare 
legislation in Denmark was spearheaded 
by the reformist labour movement which, 
through the Social Democratic Party, has 
held sute power several times at intervals. 

‘Folkestyre* in Denmark is markedly 
different from Westminster-type demo¬ 
cracy. The parliament has only one 
chamber. The government is answerable 
to a number of powerful parliamentary 
councils—c g, on foreign affairs, the 
economy— where both government and 
opposition party representatives are 
members. The parliamentary system is 
basically proportional and even small 
political parties have a fair chance of win¬ 
ning parliamenury representation. The 
‘ombudsman system’ is a Danish inven¬ 
tion and is widely used and respeaed. 
Matters of ‘national importance^ g, 
constitutional matters—are decided ^ 
referendum. 

There is a strong tradition of a vital civil 
society in Denmark. Many private associ¬ 
ations get government suteidics, but re- 
uin their independent structures and are 
not interfered with from the side of the 
government. 

Denmark has a big public sector. 
Although the present government has 
tried to reduce public spending, Denmark 
still enjoys one of the highest levels of 
public social services in the world—and 
also one of the highest personal tax rates 
to pay for it! 

This welfare sute and its egalitarian and 
democratic foundation is seen as threatened 
in a centralising Europe where Germany. 
Britain and France are the dominating 
powers. This is true to some extent, but 
most Danes tend to forget that rhany of 
the gains of the past have already been 
lost. The Danish particularities are fast 
disappearing in a world of powerful 
universal market forces which penetrate 
cultures everywhere. So when the Danish 
‘no’ is described as a vote in defence of 
the special Danish type of democracy, for 
the Danish welfare sute, it is a romantic 
notion. It cannot be restored in its old 
form. 

The ‘no^voter remained faithful to the 
Social Democratic Party which she sees 
closely associated with the welfare sute: 
But the Social Democratic nu-ty has 
changed. The labour movement has lost 
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its tticagth in an economy where manu¬ 
facturing is declining and substantial 
uoeingtoyment is becoming a permanent 
feature. The Danish Left has disappeared, 
the women’s movement has disappeared— 
all the many small and big ‘movements’ 
of the 1960s and 1970s have withered 
away. 

The gender aspect of the Danish 'no' 
h especially interesting. A political analyst 
describes the female ‘no^voter like this; 
“She is the product of the special connec¬ 
tion between the woman and the sute, 
which has established durir% the creation 
of the welfare sute, when women got 
equal access to the labour market and the 
state took over a considerable part of their 
hitherto unpaid caring functions!’ Drude 
Dahlerup, one of the leaders of the newly 
established anti-Maastricht movement, 
the ’June Movement', focuses on “the 
impact on women of the big changes in 
Europe. She refers to how libeiaiist trends 
in Europe ^erally threaten to undermine 
welfare politics—one example being the 
shift away from government provision of 
general social services to private social 
insurance systems. 

Europe, like the rest of the world, has 
been domirwted by strong liberalist ten¬ 
dencies in the 1980s. But there are basical¬ 
ly two versions: the Anglo-American trend 
of a completely de-regulated market and 
then a central European trend where the 
sute has retained a .relatively strong 
regulatory function— especially on fiscal 
policy, but also in relation to production 
and trade Subility is its key word. 

Although it has strong historical ties to 
Briuin, Denmark is generally closer to 
the German version of economic thinking 
and ‘protestantic ethic’. Says a Danish 
diplomat; “When I am in Brussels 
(headquarters of EC] for meetings, 1 nor¬ 
mally drink a beer in the bai together with 
a Briton after the meeting, but during the 
meeting I can agree with the German in 
nine out of ten cases!’ This al.so applies 
for the Social Democrats in Denmark who 
have recently undergone a leadership shift 
which, if anything, signals a strengthening 
of its continenul affiliation. Danish 
exports to Germany are presently much 
bigger than to Britain. 

But while Denmark thus needs Ciermany 
and Europe for trade, Europe also needs 
Denmark. This became clear at the Edin¬ 
burgh EC summit last December, when 
Danish special demands in connection 
with the Maastricht lYeaty were all ac¬ 
cepted. This is because Denmark holds 
the key to a wider European Union. The 
other Nordic countries, other small coun¬ 
tries like Austria and possibly the ca.st 
European countries, will hardly be able to 
join the EC if Denmark refuses the 
Maastricht Treaty. 

THt ‘Nationai Compromise’ 

It is, however, not at all certain that a 
second Danish referendum will result in 
a landslide ‘yes' to Maastricht. The 
package ol amendments to the Maastnchi 


Treaty which the Danish minister of 
foreign affairs, Uffe Ellcman-Jensen, suc¬ 
ceed^ in selling to his 11 EC colleagues 
are the outcome of what is now called ‘the 
national compromise' in Denmark bet¬ 
ween the Social Democratic Party, the 
Socialist People’s Party and the small 
‘Radical’ Liberal Party. This is interesting 
because the latter two were strongly op¬ 
posed to Denmark's membership of EC 
at the time of the first Danish referendum 
about entering the EC in 1972. And the 
Socialist People’s I^rty was one of the 
only two anti-Maastricht parties in 
‘Folketinget’ (the Danish parliament) in 
June 1992. 

The compromise package is a Danish 
rejection of joining a common European 
defence force and a common defence 
policy, it is a ‘no’ to the third stage of the 
European Monetary Union and to Euro¬ 
pean citizenship. Finally—and maybe 
mo.st controversially—Denmark distances 
itself from a common European policy for 
refugees and wishes to remain outside 
any further common Euror>ean police 
co-operation. 

After being agreed to by the three key 
opposition parties, the national com¬ 
promise was adopted by the government 
and two of the small centrist parties out¬ 
side the government, only leaving the 
right-wing Progress Party out. At the EC 
summit in Edinburgh in December, the 
Danish reservations to Maastricht were 
acknowledged by all the other EC 
members. 

But a second referendum in Denmark, 
possibly sometime in the spring 1993, 
might ^ a tight race again. The conces¬ 
sions Denmark have asked for and got 
have not altered one word in the Maast¬ 
richt Treaty itself. The Treaty has only 
been expanded with some footnotes 
stating the Danish opt-outs. 

Being self-conscious and used to asrer- 
ting her rights, the Danish voter cannot 
be intimidated. Attempts to intimidate her 
or him would rather have the opposite ef¬ 
fect. That lesson has probably been learnt 
by the politicians of the pro-Maastricht 
parties in the 1992 June referendum. The 
‘notvotcr has become aware of her impor¬ 
tance as not only the conscience of Den¬ 
mark, but of Europe. A second Danish 
‘no’ would be the death of the Maastricht 
Treaty and a serious blow to European 
federalism. 

Wmithlr Europe? 

Bl. whether the Danes vote 'yes’ or ‘no’ 
in a second referendum docs not change 
the fact that Europe is at the crossroads. 

The Danish ‘no’ and the opposition to 
the Maastricht Treaty in other countries 
shows that there is a total lack of a ‘Euro¬ 
pew idea'. Arguments in favour of greata 
unity are mostly economic and technical, 
not ioeological. ‘Consciousneijs’ and 
ideologies—of the most divergent brands— 
are found only within the camp of anti- 
EC fonxs in each of the member-countries. 
The political scene has become a very 


special one: it is the common mu and 
woiiMn who call for ’ideas’ and a historic 
perspective; while the technocrats and 
politicians forge ahead with plans based 
on economic rationality ud strategic 
considerations. 

In this decisive period of change the 
spectres of history are being revived in 
Europe. And few lessons seem to have 
been learnt. Jews in Gemuuiy have started 
pbuining to leave, although the new Euro¬ 
pean ’Jews’ are rather tire Muslim immi¬ 
grants from Asia and the Middle East— 
in Germuy, Ibrks; in France, Algerians; 
in Britain, South Asians. 

And history is not only reviving on 
European soils. Increasingly European 
soldiers are becoming involv^ in peace¬ 
keeping missions outside Europe. In Iraq, 
in Amalia, in Cambodia, in Mozambique. 
European governments—not only those 
with a colonial heritage—increasingly put 
political conditions for aid to third world 
countries. 

A united Europe will be a new inter¬ 
national power block of immense economic 
and political stren^h ud will possibly be 
the only entity which could challenge the 
present US hegemony. Whether the north 
consists of one dominant power block 
or two—or three—is on the other hand 
possibly irrelevut for the south, which is 
bound to pay the price asked for ty what¬ 
ever capitalist constellation happens to 
dominate the world. 

In a European context, the price for 
European unification, even in a loose 
federal form, will be paid by the small 
nations in Europe and by the weak in 
society—the inunigruts. the unemployed, 
the women, the youth—whose rights and 
social welfare are threatened. 
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PERSPECTIVES 


India under IMF Rule 

Michel ChfMBudovBky 


Indirect rule in India has a long history: the Rajputs and princely 
states had a fair degree of autonomy in relation to the British 
colonial government. In contrast under the IMF-World Bank 
tutelage, the union minister of finance reports directly to 1818 H 
Street NW, Washington, DC, bypassing the parliament and the 
democratic proems. 


THE IMF bail-out to the minority Con¬ 
gress government of prime minister P V 
Narasimha Rao did not, at first glance, 
point towards a major economic break¬ 
down and disintegration of civil society 
comparable to that which occurred in 
many debt-stricken countries in Latin 
America and Eastern Europe undergoing 
IMF ‘shock treatment’. While India has 
so far neither experienced hyperinflation 
nor the collapse of its foreign exchange 
market, the social impact in a country of 
over 870 million people is devastating 
(even in comparison to recent develop¬ 
ments in Boris Yeltsin's Russia, also under 
IMF ‘guidance’); in India, the IMF pro¬ 
gramme directly affects the livelihood of 
several hundred million people. There are 
indications of widespread chronic starva¬ 
tion and social destitution which stem 
directly from the inner logic of the macro¬ 
economic measures. 

In India, the IMF-World Bank pro¬ 
gramme was set in motion with the fall 
of the Janata Dal government of V P 
Singh in 1990 and the assassination of 
Rajiv Gandhi during the election cam¬ 
paign in Ikmil Nadu in May 1991. In July 
of last year, the government was obliged 
to airlift some 47 tons of gold to the vaults 
of the Bank of England for ‘safe custody’ 
to satisfy the requirements of interna¬ 
tional creditors.' The IMF agreement 
implemented shortly thereafter was to 
provide at best a short breathing space: 
with a debt of more than 80 billion 
dollars, the IMF and World Bank loans 
(already earmarked to pay back interna¬ 
tional creditors) barely provide the cash 
requited to fund six months of debt 
servicing. 

The IMPS ‘economic surgery’ requires 
the Indian government to cut spending in 
social programmes and infrastructure, 
eliminate state subsidies and price support 
programmes (including food subsidies) 
and sell off the more profitable public 
enterprises at ‘a good price’ to the large 
business houses and foreign capital. Other 
reforms measures include the closing 
down of a targe number of so-called ‘sick 
public enterprises’, the liberalisation of 


trade, the free entry of foreign capital as 
well as major reforms in banking, finan¬ 
cial institutions and the tax structure. 

The IMF loan agreement together with 
the World Bank Structural Adjustment 
Loan (SAL) signed in December 1991 (of 
which the contents and conditions were 
a closely guarded state secret) were intend¬ 
ed to help India alleviate its balance of 
payments difficulties, reduce the fiscal 
deficit and relieve inflationary pressures. 
The IMF-World Bank package, however, 
accomplishes exactly the opposite results; 
it pushes the economy into a stagflation 
(the price of rice has increa.sed by more 
than 50 per cent since the economic 
measures were adopted) and heightens the 
balance of payments crisis (as a result the 
increased cost of imported raw materials 
and the influx of imports in support of 
luxury consumption). Moreover, trade 
liberalisation, combined with the com¬ 
pression of internal purchasing power and 
the free entry of foreign capital, tends to 
push domestic producers into bankruptcy. 
In turn, the cuts in social and infrastruc¬ 
tural projects uridermine production in¬ 
cluding exports; debt servicing obligations 
go up, more loans from the international 
financial institutions are required to pay 
back the creditors, the IMF’s proposed 
‘solution’ becomes the ‘cause’ of economic 
collapse. 

A National Renewal Fund (NRF) was 
created in July 1991. It is unlikely, 
however, that this so-called ‘social safety 
net' devised by World Bank advisors and 
targeted towards so-called ‘vulnerable 
groups’ will provide adequate compensa¬ 
tion to an estimated 4 to 8 million public 
and private sector workers (out.of a tr'tal 
organised labour force of 26 million) who 
will be laid off over the next three years 
if Che programme goes ahead. The NRF 
is intended to buy out trade-union opposi¬ 
tion. In the textile industry, approximately 
one-third of the workers would be laid oil. 
A large share of the automobile and engi¬ 
neering industry would be phased out 
with the entry of foreign capital and the 
establishment of joint ventures. I hc (i-7 
countries are anxious to ‘export their 


recession': western and Japanese trans¬ 
nationals are eager to capture a part of 
India’s domestic market as well as 
obtain—with the help of the new GATT 
rules on intellectual property rights (the 
Dunkel Draft Text)—the abrogation of 
India’s 1970 patent law. This would enable 
them to register product patents in manu¬ 
facturing as well as in agriculture (through 
plant breeders' rights and the monopoly 
of seed ptoducers) thereby virtually gain¬ 
ing control over a large portion of the 
Indian economy. 

It should lie noted that the ‘exit policies’ 
as such do not address in a meaningful 
way the serious problems of bureaucracy 
and mismanagement of public sector 
enterprises as well as the necessity to 
modernise Indian industry. The latter ob¬ 
jective can only be achieved within the 
framework of an expansionary ijMcto- 
economic policy geared simujtaneously 
towards the internal and external markets. 

While the IMF programme denies India 
the possibility of an autonomous national 
capitalist development (its ‘hidden agen¬ 
da’), the reforms have, nonetheless, the 
firm backing of India’s largest business 
hous^ (in a fragile alliance with the 
uppercaste landlord lobby). These business 
hou.ses increasingly identify with foreign 
capital and the global market economy 
rather than with the ‘national inteiest’; the 
tendency is towards increased concentra¬ 
tion of ownership; preferential credit to 
small and medium sized enterprises will 
be eliminated: the big business families in 
partnership with foreign capital are rapid¬ 
ly entering into a variety of areas previous¬ 
ly reserved for small-scale industry (i • 
small-scale industrial units). 

The so-called ‘exit policy’ proposed by 
the government and the IMF is viewed 
industrial corporations as “an opportuni¬ 
ty to change the labour laws and to gel 
rid of our workers. For us it is more pro¬ 
fitable to subcontract with small factories 
which employ casual and unorganised 
labour”- Bata, the multinational shoe 
manufacturer, pays its unionised factory 
workers 80 rupees a day. With the propos¬ 
ed reform of labour laws, it would be able 
to lay off its workers and subcontract with 
independent cobblers at no more than 25 
rupees a day. In the jute industry, in small 
engineering, in the garment industry, the 
large corporate monopolies tend to sub¬ 
contract, thereby reducing their modern 
sector labour force. 

C'KUSHINti IHfc RURAt. AND URBAN POOR 

Instead of extending the labour laws to 
protect casual and seasonal workers, the 
IMF programme proposes ‘to help the 
poor' by scrapping the labour laws altoge- 
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Cher becauM ‘these bras tevour the labour 
aristocracy’ and ’discriminate against’ the 
non-unionised sectors of the bibour force: 
Neither the government nor the IMF have 
addressed the broader social impact of the 
New Economic Policy on farm-workers, 
artisans, and small enterprises. 

In India, more than 70 per cent of rural 
households are small and marginal farmers 
or landless farm workers representing a 
population of over 400 million people In 
irrigated areas, agricultural workm are 
employed for 200 days a year, and in rain- 
fed farming for approximately 100 days. 
Hie phasing out of fertiliser subsidies (an 
explicit condition of the IMF agreement) 
arid the increase in the prices of farm 
inputs and fuel is pushing a large number 
of small and medium sized farmers into 
bankruptcy. 

In turn, millions of landless farm 
workers belonging to the scheduled and 
backward castes—already well below the 
official poverty line—will be crushed by 
the new economic policy. These are ’the 
untouchables of economic policy’. For the 
upper-caste elites, the scheduled castes are 
people who really do not matter, the im¬ 
pact of the IMPS ‘economic medicincf on 
these sectors of the labour force has been 
carefully overlooked. Rir the IMF and the 
government, there are no ^t policies’ for 
the unorganised sectors: “the cottage in¬ 
dustries have no problems because the 
w^es will go down’’.^ 

In Ihmil Nadu, for instance, the mini¬ 
mum wage for farm workers set by the 
state government is IS rupees a day. 
Labour legislation, however, is not enforc¬ 
ed and actual wages paid to farm workers 
are (with the exception of the harvest 
period) subsuntiaily lower than the 
minimum daily wage: for paddy trans- 
pbinting, for insunce, workers are paid 
between 3 and 3 rupees a day, in hravy 
construction work, men will receive 10 to 
IS rupees a day and women 8 to 10 
rupees.* With perhaps the exception of 
the states of Kerala and West Bengal, 
minimum wage legislation has largely 
been ineffective in protectii^i the rights of 
farm workers. 

On the Hyderabad-Bangalore national 
highway, one can observe the child bibour- 
ers of the Dhone limestone mines trans¬ 
port heavy loads in bamboo baskets up 
a flight of some 60 steps where the 
limestone is emptied into tall brick kilns. 
Both adult workers and children are paid 
Rs 9.S0 a day: no wage increases since the 
July 1991 Union Budget, “we have to 
work here regardless of poisonous fumes, 
heat and dust. The wages are higher than 
on the farms.. 

‘Eliminating thl Ptxra’ 

In the post-Independence period, star¬ 
vation deaths had largely been limited to 


peripheral tribal areas (e g, in IKpura or 
Nagaland). A recent study on starvation 
deaths among handloom weavers in a 
relatively prosperous rural community in 
Andhra Pradesh which occurred in the 
months following the implementation of 
the New Economic Poli^ enables us to 
pinpoint the transmission mechanism 
underlying the IMF sponsored progranune: 
with the devaluation and the lifting of 
controls on cotton yam ^ports, the jump 
in the domestic price of cotton yarn led 
to a collapse in the ‘pacham’ (24 metres) 
rate paid to the weaver by the middle-man 
(through the putting-out systan). “Radha- 
krishnamurtlqr and his wife were able to 
weave between three and four pachams a 
month bringing home the meagre inconw 
of 3(X)-400 rupees for a family of six. 
Then came the Union Budget of July 24, 
1991, the (nice of cotton yarn jumped and 
burden was passed on to the weaver, 
Radhakrishnamurthy’s family inconw 
declined to Rs 240-320 a month’’.* 
Radhakrishnamurthy of CoUapalli village 
in Guntur district died of starvation on 
September 4, 1991. Between August .30 
and Novembw 10, 1991 at least 73 star¬ 
vation deaths were reported in only two 
districts of Andhra Pradesh: the IMF- 
World Bank programme rather than 
Wminating poverty’ as claimed by World 
Bank president Lmis Preston, actually 
contributes to ‘eliminating the poor’. 
Combitwd with a SO per cent rise in the 
price of rice (which resulted from the 
devaluation and the removal of food and 
fertiliser subsidies), the real earnings of 
handloom workers dediiwd by more than 
60 per cent in the six months period after 
the adoption of the IMF progtamirw 
Hwre are 3.S million handlooms through¬ 
out India supporting a population of 
some 17 million people. 

A similar situation prevails in most 
small-scale rural and urban cottage in¬ 
dustries which operate through the put¬ 
ting-out system. For instance; there are in 
India more than a million diamond cuttera 
supporting a population of twarly ftve 
million people: the large diamond export 
houses based in Bombay import rough 
diamond from South Africa, and subcon¬ 
tract the work through middlemen to rural 
workshops. Seven out of 10 diamonds 
sold in 3K^tern Europe and the US are cut 
in India. Whereas in the rich countries 
diamonds are said to be 'a girl’s best 
friend’, in Ihdif poverty is the necessary 
input into this ^rofitabie export activity: 
in the words of a major diamond ex¬ 
porter: “Making jewellery is cheap 
labour,... (food prices have gone up] but 
we have not increased the rupee payments 
to village workers. With the devaluation, 
our dollar labour costs go down, we are 
more competitive, we pass on some of the, 
benefits to our overseas customers,..’” 


The IMF Suppoitn Caste 
Exploitation 

The IMF-WsrId Bank programme pro¬ 
poses the repeal of minimum wage legisla¬ 
tion as well as the de-indexation of nro- 
ings. The proposed ’Ubendisation’ of the 
labour market tends to reinfoioe despotic 
social rdations thereby providing, in prac¬ 
tice; greater legitimacy to caste expkrita- 
tion, semi-slavery and diild labour. Under 
Wsrid Bank guidelines, the tendency is 
towards dispossession (tiuough the formal 
removal of land ceilings) as well the ex¬ 
propriation of communal village lands by 
feudal landlords and kulaks. The proposed 
liberalisation of banking contributes to 
strengthening the village moneylender.* 

The IMF programme converts itself in¬ 
to an instrument of ^economic genoddcT: 
several hundred million people (farm¬ 
workers. artisans, small traders, etc) are 
surviving on per cainta incoirws substan¬ 
tially lower than SO cents a dmr (with 
domestic prices, in the logic of the IMF 
measures, moving up to world levels).* 
An increase in the price of rice and wheat 
of more than M per cent since the July 
1991 economic measures, combined with 
a decline in the average number of days 
worked in both rainfed and irrigated 
a^culture is pushing large sectors of the 
rural population into Tronic starvation’, 
a process without precedent on this scale 
since the great famines in Bengal in the 
early 1940s.'* In contrast, the drop in in¬ 
ternal consumption of food has bem mat¬ 
ched by ui increase in rice exports. In the 
words of Ihta Exports: “the devaluation 
was very good for us, together with the 
lifting of quantitative restrictions on rice 
exports, we expect to increase our sales 
of rice to the world market by 60 per 
cent’’." 

Poverty Supports Exporis to the Rich 
Countries 

The IMF-World Bank reforms feed on 
the poverty of the people and on the con¬ 
traction of the internal market. While 
India’s population is substantially larger 
than thm of all OITCD countries combin¬ 
ed (approximately 7S0 million), the econo¬ 
mic reforms entail a major redirection of 
the Indian economy towards exports. In 
the logic of the structural adjustment pro¬ 
gramme; the only viable market is that of 
the rich countries. And increasingly the 
new world economic order denies develop¬ 
ing countries (both in the south and the 
east) the possibility of trading among 
themselves. The IMF programme com¬ 
presses intenul consumption and reorients 
the productive system towards the inter¬ 
national market. Poverty is an input on 
the supply side: labour costs in dollars are 
low, internal purchasing power is low. For 
instance, in 1991 the sale of cloth in India 
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fell to 8 metres per capita (16 metres in 
196S. 10 metres in I98S), barely sufficient 
for a saree and a blouse. 

Towards Political Collapse 

With active secessionist movements in 
Kashmir, Punjab and Assam and an 
uncertain truce along the ‘Line of Control' 
with Pakistan, the IMPs economic 
medicine contributes to further polarising 
Indian society as well possibly creating the 
pre-conditions for the political break-up 
of the Indian union. The austerity mea¬ 
sures imposed by the IMF exacerbate ten¬ 
sions bMween the union and the state 
governments. More generally, the econo¬ 
mic programme tends to embitter religious 
and ethnic strife. The Congress party is 
deeply divided on economic policy with 
sev^ cabinet ministers coming out open¬ 
ly against the IMF package. The rise in 
food prices weakens Congress’s grassroots 
support. 

Both Hindu as well as Islamic funda¬ 
mentalism feed on the poverty of the 
masses. The major opposition party, the 
Bharatiya Janata Party (BJP) has rheto¬ 
rically condemned the goverrynent’s ‘open 
door’ policy. Invoking Midiatma Gandhi's 
‘swadeshi’, the Rashtriya Swayam Sevak 
Sangh has called for a massive boycott of 
foreign goods. BJP has, nonetheless, in 
the controversial vote on March 9, 1992 
in the Lok Sabha on the IMF-World Bank 
programme, kept the Narasimha Kao 
government afloat. In turn, the National 
Front and the Leftist Front (led by the 
CP1(M)) fear that if tiM minority Congress 
government falls, the BJP will take over. 

The IMFs Indirect Rule 

The Wuhington-based international 
bureaucracy has installed in India a 
parallel govemmoit which builds upon 
these internal social, religious and ethnic 
divisions (‘divide rule'). Since the 
Emergency period and more forcefully 
since Indira Gandhi’s return to power in 
1900, former IMF and Wirld Bank emplo¬ 
yees have moved into key advisory posi¬ 
tions in the central government ministries. 
Not surprisingly, the IMF feels that ‘it has 
on the whole been easy to negotiate with 
Indian officials... compared to other 
third world countries, whm you see a lot 
pf grim faces at the bargaining table, 
economic thinking has largely been in the 
same direction, their attitude has been 
most conciliatory".'^ 

A quarterly monitoring system has been 
set up under the close guard of the IMF. 
Under this computerised system located 
in (he ministry of finance, IMF and World 
Bank officials have access takey macro- 
economic data no later than six weeks 
after the end of the quarter. In the words 


of the IMF liaison officer in Delhi: “W; 
take the monitoring very seriously, we 
scrutinise all the information we get,...we 
are very careful that they {the 
government] do not cheat". Some 40 key 
economic variables are subject to quarter¬ 
ly verification by the IMF. ‘‘We have also 
included in the agreement ten ‘structural 
benchmarks’, these are not explicit con¬ 
ditions of the loan agreement, they per¬ 
tain to broad areas of structural reform 
which we would like the government to 
address" in future loan negotiations." 

Despite precise targets for the fiscal 
deficit (contained in the loan agreements), 
the IMPs main objective, however, is to 
enforce the process of fiscal collapse and 
establish a system whereby the govern¬ 
ment is in a straitjacket and no longer 
controls the main instruments of fiscal 
and moneury policy. These conditions 
virtually forestall from the outset the 
possibility of economic growth. The IMF 
will not, however, quibble over numbers. 
In fact, the ‘structural benchmarks' rather 
than the quantitative targets are what real¬ 
ly matters. Conformity to things which are 
understood by both sides but which are 
not necessarily stated as etplicit condi¬ 
tions in the loan agreement is what 
counts: "the government must give us 
‘signals' that they are moving in the 
right direction..." 

Within the framework of the govern¬ 
ment's ‘relationship’ to the Washington- 
based institutions, key government policy 
documents are directly drafted by the IMF 
or the Wirld Bank on behalf of the union 
ministry of finance. In this regard, the 
Indian press was careful to point out (with 
a touch of humour) that the Memorandum 
on Economic Policies of August 27,1991 
(a key document in the government’s 
agreement wUh the IMF) together with 
the covering letter addressed to Michel 
Camdessus were drafted in ‘American 
script’ (most probably by Washington- 
bas^ officials) against the habitual 
British tonstruction, style and spelling 
used by Indian bureaucrats:'^ ‘‘Yes sir, 
there are awful mistakes of grammar, 
spelling and syntax. But 1 did not type it, 
sir. It came from the World Bank for your 
signature.”'’ 

A few days prior to the February 29, 
1992 union budget speech in the Lok 
Sabha, it became apparent that the main 
budget proposals had not only been ‘leak¬ 
ed’ by the minister of finance in a letter 
to World Bank pre.sident Lewis Preston, 
but more importantly that they were 
already an integral part of the condi¬ 
tionalities contained in the Structural Ad¬ 
justment Loan agreement signed with the 
World Bank in December 1991.'* Indirect 
rule in India has a long history: the Raj¬ 
puts and princely states had a fair degree 


of autonomy in relation to the lAtii£ r^- 
onial government. In contrast under the 
IMF-Wbrld Bank tulelag^ the union 
minister of finance reports directly to 1818 
H Street N W, Washington, DC, bypassing 
the parliament and the democratic pro¬ 
cess. The February 1992 budget text, for¬ 
mally written by Indian bureaucrats in 
Delhi, is largely a repetitious and redun¬ 
dant document: its main clauses were 
already included in the loan agreement 
signed three months earlier with the World 
Bank. 

Notes 

1 See M K Pandhe, Surrender of India's 

Sovereignly and Self-heliance, Progressive 
Primers. New Delhi, 1991, p 2. 

2 Interview in Bombay with a major in¬ 
dustrialist, January 1992. 

3 Interview with finance minister Manmohan 
.Singh, New Delhi, January 1992. 

4 Interviews with leaders of farm-workers' 
organisations in Tamil Nadu, February 
1992. 

5 Sec ‘Around a Kiln, the Child Labourers of 
Dhone', Frontline, March 13, 1992, p 52. 

6 See K Nagaraj et al, 'Starvation Deaths in 
Andhra Pradesh', Frontline, December 6, 
1991, p 48. 

7 Interview with a major diamond export 
house in Bombay, January 1992. 

8 The Narasimhan Commission Report, 
India: Financial Sector Keport. it a near 
‘‘photocopy" of World Bank proposals. See 
S Sankar’s scrutiny of the Narasimhan 
Report in Indian Express, December 8, 

1991. 

9 For a majority of the rural and urban 
population, household income (with five to 
six family members) is less than Rs 1,000 
a month—-i c, a per capita income of less 
than 7 rupees a day. 

10 According to the National Nutrition 
Monitoring Bureau, the diet and nutrition 
surveys conducted between 1977 and 1989 
would indicate some improvement in the 
‘severe’ grade of malnutrition among 
children. While abject poverty has declined 
in India, the levels of average poverty hawe 
remained very high. See ‘Survaiion DeMhs 
and Chronic Deprivation' Frontline, 
December 6,1991, p 81. Chronic starvation 
is defined as “a situation ii> which the sub¬ 
jects subsist on diets which are very defi¬ 
cient in energy for a long period of time^'. 
Frontline, Dumber 6, 1991, p 79. 

11 Interview with Tkta Exports in Bomiray, 
January 1992. 

12 interview with the IMF liaison officer in 
Delhi. January 1992. 

13 Interview with the IMF liaison officer in 
Delhi. January 1992. 

14 See Prafu! Bidwani. The Times of India, 
December 18, 1991. 

15 See l.axman in The Times of India; also in 
Structural Adjustment: Who Realty Pays, 
Public Interest Research Group, New Delhi. 
March 1992, p 44. 

16 See The Economic limes, February 28. 

1992. p I. 
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REVIEWS 


Caste, Class and Patriarchy 

Gabriele Dietrich 

Mukkuvar Wamen: Gender Hegemony and Capitaliat Tranafurmaliun in 
a South Indian Fishing Community by Kalpana Ram; Kali for Women, 
1992. 


THROUGH a micro-study on one par¬ 
ticular fishing village near Colachel in 
Kanyakumari district. Kalpana Ram’s 
book on the Mukkuvar women makes a 
much wider contribution to the discussion 
on the rehitiondiip between economy and 
culture and the concrete linkages between 
caste, class and patriarchy. She also gives 
very detailed insights into the daily lives 
of a south Indian fishing community and 
the gender specific transformation which 
capitalism hu brought about. The author 
tries to overcome the economism of an or¬ 
thodox Marxist position which tends to 
see women's situation in class-reductionist 
terms. At the same time she also goes 
beyond the knilturalism’ of western an¬ 
thropologists, who tend to dwell on 
stereotyped cultural patterns and miss out 
on the economic dim^ion and concrete 
historical changes brought about by 
capitalist^penetration. She also makes a 
valuable rontrfbutkm in the sense that she 
rendeis visible a community differentiated 
from the caste society of agricultural 
villages and outside the mainstream of 
Hindu culture, at the same time represen¬ 
ting characteristic variations of south 
Indian kinship systems and perceptions of 
feminine power which are part of Ikmil 
culture as a whole. At a time where 
political forces rapidly try to bulldoze our 
culture into a brahminicri form of Hindu 
nationalism, books like these give a 
heartening insight into the cultural 
creativity and resilience of micro¬ 
communities. 

The book is also a good introduction 
into the specific characteristics of the 
fishing corrununity as distinct from 
agriculture and the changes which fishing 
has uniletgone due to the influence of 
foreign technology which poses a threat 
to artisanal fishing and internationalisa¬ 
tion of the fish trade However, some of 
the crucial wider aspects like ecological 
destruction of the sea due to over-fishing 
and the struggle of fish workers for con¬ 
trol over the resource; replenishment of 
the sea and alternative technology, remain 
largely outside the scope of the study. This 
has to do with the fact that the author, 
though going into comparisim with an¬ 
thropological research even in other coun¬ 
tries. has not attempted to understand 


Tishing as a sector within the overall 
problematic of the informal and artisanal 
sector as a whole. 

The vantage point of analysis is the 
identity of the Mukkuvar community 
which is rooted in a certain concept of 
masculinity and caste identity outside the 
caste hierarchy of agriculture linked with 
artisanal fishing. “In artisanal fishing, an 
ethos of individualism, freedom from un¬ 
necessary supervision, emerges with a 
markedly male ideology of strength, virili¬ 
ty, valour and competitiveness. Any work 
that entails loss of autonomy—even wage 
work as labourers in a city environment— 
is regarded by Mukkuvar men with con¬ 
tempt. Mukkuvar men do not remlily con¬ 
sider taking up agricultural labour in 
times of seasonal uiwmployment" (p 25). 
Work on mechanised fishing boats is ac¬ 
cepted as an alternative though it stands 
out in sharp contrast to the artisanal skill 
and freedom of decision-making. 

It is this underlying ethos of adventure; 
individual daring and adaptability which 
also informs other cultural identities, in¬ 
cluding the relationship to the church. 
Most importantly, women’s cultural and 
economic roles ate spelt out in relation to 
this male-denned community spirit. 

The author furnishes the well known 
historical background for the hegemony 
of the Catholic Church in these coastal 
villages and highlights the financial and 
ideological power of the institution ovei 
its members. She makes an interesting 
point in showing how the religious iden¬ 
tity. though hierarchical in itself, helps the 
Mukkuvars keep a distance from the caste 
hierarchy of agricultural villages and thus 
enhances their sense of independence and 
autonomy as compared to untouchable 
castes, (topite a certain social ostracism 
which fishing as an occupation is stig¬ 
matised with. Chapters three and four 
deal with popular religiosity in relation¬ 
ship to the female body. These chapters 
are crucial for the overall argument of the 
book which tries to establish the economic 
implirations of cultural and social con¬ 
trols over women and to highlight the 
spaces of power and autonomy which 
women have carved out within such con¬ 
trol systems. 


The author counters a simplistic 
perception according to which propertied 
classes practice .seclusion of their women 
folk while prupertyless classes grant 
freedum of mobility to their women and 
relative economic and social equality. She 
iKiints out that property relations are of 
subordinate relevance where ownership is 
confined to the tools of the trade only. She 
shows that sexual division of labour and 
division of skills is of great relevance 
together with another key factor which is 
the right to space. Both, the contiol over 
skills and the right to space have intimate¬ 
ly to do with the conceptualisation of 
masculinity and feminity and the control 
over the female body. Women are 
separated from the sea and the beach from 
a very early age and even in peak seasons 
where maximum laboui is needed for dry¬ 
ing of fish, only the older wdmen are 
allowed on the beach. TVading in fish is 
confined to older married women and in¬ 
vites a certain amount of social ostracism. 
Women’s mobility is not only seen as en¬ 
dangering their own chastity but women’s 
potential power unbound is seen itself as 
a threat to the ordained order of things. 
While this blends with a perception of 
western anthropologists of the power of 
Ikmil women’, the author is careful to 
trace the actual financial and social power 
which women exert in the Mukkuvar com¬ 
munity in later chapters. 

Ram describes the connection between 
feminity and divinity in the mother-cult 
of the Mukkuvars as follows; “Feminity, 
like divinity, is powerfully ambivalent. 
Women have the power to generate and 
sustain life, in this capacity, Mukkuvar 
culture celebrates their fertility in puber¬ 
ty rituals, and in its evaluation of the 
positive advantage of having daughter^ 
At the same time, women have the powers 
of destruction and danger to the social 
order, particularly to m-m. All-owed 
unrestricted freedom of movement, 
thought and speech, if their bodies are 
untrammelled by restrictions of clothing, 
marriage and ritual control, then women’s 
powers have the same unpredictable 
capacity to bring destruction to human 
life as the deities have” (p 59). There is 
a certain parallelism in the ambiguity of 
the sea itself, the mother goddess and the 
perception of female power. Ram relates 
the disruptive and destructive power to the 
old Ikmil concept of ‘ananku’ which con¬ 
notes the capricious, unpredictable quality 
of uncontrolled power. She observes that 
the Catholic religion has split female 
power into the benevolent, domesticated 
form personified in Maalaa Mary and the 
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capricious negative pan personified in 
Eseki, a low caste village goddess of 
Kanyakumari pertaining to the area of the 
old kingdom of Travancore. However, ac* 
cording to Ram, the cleaning up efforts 
of the church with respect to the goddess 
image have only driven the disorderly and 
unruly elements of feminity underground 
from where they surface in the form of 
possession. This leads to a permanent ten¬ 
sion between hegemony of the church and 
popular religion and makes the female 
body a battle field between ideals of 
chastity and benevolence versus the threat 
of autonomy and destruaiveness incor¬ 
porated by popular Hindu gods and 
spirits. 

The author shares some important 
observations when she points out aspects 
of auspiciousness of the young and im¬ 
mature girl in the Mukkuvar community. 
Girls are seen as the ones who will care 
for their parents (p 83). She also highlights 
the positive valuation of sexuality and 
fertility in the puberty rituals which 
celebrates the flowering of the young 
vroman. At the same time she quotes 
many controlling observances like ad¬ 
ministering ‘cooling’ foods, binding (of 
hair, clothing, etc) and seclusion in the 
house which, according to Ram. has less 
to do with pollution than with regulating 
the ambiguity of female power. She also 
has interesting documentation of the role 
of popular healers in mediating between 
the benevolent power of the Virgin Mary 
and the negative power of goddess Eseki. 
In possession, hair and garments un¬ 
bound. dance is used as a means of 
expression which is otherwise banned 
from Christian discipline It is through the 
healers that their popular religion gets 
integrated, while liberation theology of 
Catholic priests which Ram terms as a 
‘Protestant Catholicism’ has no means to 
deal with this dimension. Ram under¬ 
stands this cultural affirmation as a dif¬ 
ferent form of struggle which undermines 
the Sanskritic hegemony and affirms folk 
elements which at the same time have a 
correlation in actual economic controls 
and in the kinship system. She analyses 
culture as ‘contested, temporal and 
emergent’ and thus questions assumptions 
of Sanskritic hegemony as well as 
simplistic versions of folk religion as pro¬ 
test culture. 

Chapters five to nine deal basically with 
the way in which capitalism has made in¬ 
roads in the fishing community and led 
to erosion of artisanal fishing and to dif¬ 
ferent forms of proletarianisation for the 
men on the one hand and the women on 
the other. It is characteristic for Ram’s ap¬ 
proach that she deals in detail with the 
credit systems of the household economy 
and with kinship; marriage and household 
formation. She perceives a definite con¬ 


tinuity between the family system, the 
bMudwId economy and the economic ac¬ 
tivity of fishing and marketing. It is in this 
field that we find the socio-economic 
underpinnings for the inter-linkage bet¬ 
ween women’s cultural roles and their 
struggle for economic survival. She 
returns in the end to the control over the 
female body as a material base for 
women’s economic role. 

Ram shows convincingly how the post¬ 
colonial state has pushed development 
policies which have affected the artisanal 
fishing sector in negative ways. Her focus 
is mainly on the impact on the social 
structure which is under severe strain due 
to long periods of absence of the men dur¬ 
ing employment in the mechanised sector. 
This point could have been strengthened 
if the ecological destructiveness of 
mechanised fishing would have been taken 
into account more comprehensively. 
Besides, even the artisanal Hshing which 
the Mukkuvars have stubbornly asserted, 
has been integrated into the world 
capitalist market and has become export- 
oriented. This has led to a shift in the role 
ascription of women and men. While 
earlier the women dealt with the daily life 
of marketing and exchange with agri¬ 
cultural villages and had a wider radius 
of action than the men who mainly con¬ 
centrated between the sea and the village, 
now the women lose hold over part of the 
trade and are more caught in domc.stic 
confines while the men are travelling wider 
and deal more with the cash economy 
than before. This also entails a shift of 
power between the sexes to the disadvan¬ 
tage of the women. Mukkuvar women 
have not been able to avail themselves of 
new avenues of employment like prawn 
processing due to confining cultural roles. 

Ram shows an in-built contradiction in 
the sexual division of labour where 


women are controlled by confinement in 
a permitted space and rtrict sexual divi¬ 
sion of labour. Wcunen are in charge of 
the household economy and the enhanced 
periods of absence of the men enlarge this 
role. At the same time women get more 
dependent on money sent home by the 
men. Women’s dowry and jewellery 
becomes important—to be pawned in 
order to raise loans. The author also 
shows that no strict distinction can be 
made between consumption and produc¬ 
tion loatu and how women take decisions 
in both spheres. W; face a situation where 
women’s economic power is of an am¬ 
biguous nature and where sexual controls 
can also not easily be enforced due to 
male absence. This corresponds to the am¬ 
biguity of feminity observed in the 
cultural and religious spheres. 

Ram shows the Mukkuvar kinship 
system as being part of the Dravidian 
system which prefers marriage among 
cross cousins (i e, a man may marry his 
mother’s brother’s daughter or father’s 
sistCT’s daughter or elder sister’s daughter). 
She shows how in this system there is 
relative equality between bride-givers and 
bride-takers and how more protection and 
support is afforded to women under such 
coiiditions as they do not get alienated 
from their natal family. She shows in her 
survey that there are equal numbers of 
virilo^ and uxorolocal households in her 
sample and how people generally live in 
clusters of the same kin group. This leads 
to a higher valorisation of daughters as 
a social support to their parents and 
brothers and sisters. However, there is a 
lot of fluctuation in the system due to 
seasonal change of employment and oc¬ 
cupational diversification due to strains 
on the fishing sector. 

Ram points out another contradiction 
in the dowry system of the Mukkuvars. 


Just Released 

Principles and Practices of 
VALUE ADDED lAX: 

LESSONS FOR DEVELOPING COUNTRIES 

In ilw HfdH of the experiences of mMc than do couMrlcs all over the wotM, this 
hook by Prof. Mahesh C. PiMahh of the Nathmai ImtlliMe of Public Pfannee and 
KiUcy. New Delhi 110 067 pteacimleaaoimo be derived tor connodby tax aiqK- 
luie of India as well as far the other developing countries. It provides an tanen- 
sZve study of the system of value added tax tai various coumrles, especially tat 
France—the ptanecr of VKT. The coverage hsetades an In-depth analyab of the imea, 
hmes, exemptions, taxation of services and harmonlsailun of tax tales among EEC 
coumrlcB. It also Includes an extensive dlacusslun of the admlnlsiiailveotgimlsa- 
thitial and operational problems ctKoumcred In dlffieiem cmmirtes with special 
lefeience to the fitifiiU system of France in dealing with the smal dealen. 

The book has been highly appndated by Indian m well as fotcip fiscal experts 
and it highly tecommendad tor studems, teachers. leieaiebcn and taxadmininiaiors 
in devetopiag coumries in general and in India in particular. 



C^ysitfi PublicationSfiSBN: 81-85930-00-7 
Post Box No. 8495. Asbok Vihar, Dielhi 110 052 


390 


Economic and Political Weekly March 6, 1993 



Deipite thdr low itatus and separation 
from cute hierarchy and despite the 
women<friendly kinship system and 
women’s power in the household 
economy, women have to produce very 
high amounts of dowry at mdrriage. This 
consists of a cash payment to the groom’s 
kin, a cash payment towards the future of 
the newly-wed couple usually used for 
fishing equipment and jewellery for the 
bride which later plays an important role 
in rainng loans. Further, payments from 
the girls* side are expect^ in connection 
with child birth. Ram shows how the cash 
component whkh is actually a fairly re¬ 
cent devdopment hu grown oonsideiably. 
Hie cuh component is highest where the 
groom hu a share in a mechanised fishing 
boat. The dowry is not a productive 
resource which women use themselves but 
a survival fund for the household. Ram 
discusses this problem only in the context 
of an anthropological critique of ‘western 
property concepts'. It would have been 
fruitful to also consider the debate on 
dowry and share in property which hu 
been going on in the Indian women’s 
movement u well u in the Shetkari 
Sangathana. She diagnoses the shift 
towards mote cuh u disturbing for the 
women but does not herself furnish full 
explanation why Mukkuvar women 
themselves perpetuate the system of 
dowry payment. It would have been fruit¬ 
ful to explore this problem also in the 
context of coutal women’s oiganisatiou' 
like Coutal Women’s Front in closeby 
Ihvandrum district. 

The final chapter returns to the sexual 
oodifleation of women’s work: domestici¬ 
ty and female prolctarianisuion. She 
shows in this chapter the fluidity in tran¬ 
sition between paid and unpaid labour- 
unpaid labour sometimes being more 
crucial for survival of the community and 
paid labour on the other hand being less, 
empowering to women than feminist and 
Marxist theories would have expected. 
Ram shows the cultural identity of 
Mukkuvar women u wives, mothers and 
daughten u crucial for their participation 
in unpaid household labour and paid 
labour in the wider labour market. For 
both of these the factors of kinship, 
household formation and neighbourhood 
are crucial. She also argues that the kind 
of domesticity of the Mukkuvar women 
cannot be equated with domestication. 
She shows the continuity between the 
domestic economy and the fishing 
economy at large and also the continuum 
between the religious/cultura] codification 
of women’s role and their actual social 
and economic power. Ram feels that this 
constellation of Mukkuvar women’s work 
raises fundamental questions about the 
categories of political economy which are 


unabte to recognise or theoretically 
assimilate the process of sexual differen¬ 
tiation which is at the heart of the old 
as well as the newly emergent relations 
of production (p 200). However, she 
herself does not really attempt a re¬ 
conceptualisation of women’s labour 
under the new pressures of expanding 
capitalism. In a way she herself remains 
stuck in the culturalism of the anthro¬ 
pological approach, though she has 
analysed many details of the household 
economy and shown their continuity with 
wider economic processes. She sums up 
her study with observations like: “I have 
shown that culture does not cease to play 
a crucially formative and shaping role 
with the advent of capitalism. Despite the 
loss of control over the organisation of 
production and domestic life in the com¬ 
munity, culture is mediating the very 
process of capitalist transformation 
among the Mukkuvars” or “I have tried 
to show the importance of cultural con¬ 
structions of sexuality, particuiarly female 
sexuality, in rendering capitalism itself a 
gender specific historical process” (p 23S). 

One feels that the rich material which 
Kalpana Ram has collected could have 
been analysed with the help of sOme of 
the conceptual approaches evolved by 
authors like Maria Mies, Chhaya Daur 
and myself. Patriarchy and Accumuia- 
tion OH a World Scale has offered certain 
categories to understand the phenomenon 
of ‘housewifisation’ together with 
capiulist penetration and increasing in¬ 
tegration into the world market. This cer¬ 
tainly helps to explain what is happening 
to Mukkuvar women. Kalpana Ram’s 
work is an important documentation of 
the role of culture and religion together 
with control over women’s bodies in this 
process. Household labour as a form of 
subsistence production or ‘production of 
lifc^ as the base for the wider production 
process would help to understand better 
theteasons for Mukkuvar women’s actual 
power and at the same time their resilience 
in sticking to assigned roles despite 
increasing hardships. 

If one moves away from traditional 
conceptualisation of household work as 
‘reproduction of the social structure* 
towards ‘social relations of production of 
life' which form the base for the wider 
production process many factors fall into 
place. Women’s bodies as a productive 
asset and cohtrol over them, culturally 
codified, becomes a visible part of the 
basic economy. Intervention into restruc¬ 
turing this basic economy then has to go 
into questions not only of ownership of 
means of production but of access to 
spacer skills and sexual division of labour 
and also violence. Such intervention is 
then not just a matter of individuals, 


households and neighbourhoods but also 
of emerging movements which integrate 
such alternative conceptualisations 
and demands into their strategies and 
organisational processes. 

One of the most relevant coiftributioitt 
of the book is to have shown the cruci^ 
importance of the household economy 
and the socio-economic links within 
family and neighbourhood. However, in 
this setting, women do not become sub¬ 
jects of transformation. Ram has a brief 
observation on the work of the Kota 
Social Service Society which has helped 
the young women to intervene in the 
struggle against mechanised net-making 
and has also helped the young girls work¬ 
ing in this field to have a very different 
understanding of their own roles and of 
wider political issues. ‘‘The resultant ex¬ 
plosion of female energy is remarkable'’, 
comments Ram (p 212). It would have 
been enlightening to biaiidi out into trans¬ 
formation of women’s self-undmtanding 
in the work of the independent fish 
workers’ union in neighbouring Divan- 
drum district where many of the cultural 
patterns are very similar but political pro¬ 
cesses of self- organisation have gone 
much further. The polarisation between 
domesticity and older vromen’s involve¬ 
ment in trade and public life has been 
overcome in different ways by the very 
existence of the union, the coastal 
women’s front and the struggles as well 
as neighbourhood activities of these 
organisations. This has led not. only to a 
reconceptualisation of women’s roles in 
society but also to a reformulation of the 
development concept underlying the 
fisheries sector. The union itself has 
changed its understanding from fishing as 
an activity of ‘harvesting’ and ‘hunting* 
towards images of culture and nurture 
which have been evolved with conscious 
feminist overtones. If Kalpana Ram had 
taken notice of such close by reconcep¬ 
tualisations, her study could have been 
freed from the shackles of academic an¬ 
thropology and be made more accessible 
to people involved in the struggle of the 
fish workers, including the Protestant 
Catholic clergy’ with its somewhat elitist 
liberation theology. In its present form, 
her important contribution in making the 
role of culture visible in the gender 
specific capitalist penetration of 
Mukkuvar community life is in danger of 
remaining isolated and difficult to 
assim’late. Her study deserves to be taken 
seriously in the attempts to reconcep- 
tuali'c women's labour in the unorganis¬ 
ed sector under conditions of enhanced 
inte,',ration into the world market. 
Kalpana Ram herself could enhance her 
position by integrating the ecological im¬ 
plications into her feminist perspective. 
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Budget-Making 

IkiMn K Sen 


Government Budgeting in India by 
Lucknow, 1991. 

THE budget document is probably the 
most important document that the 
governme the most important dbcument 
that the government produces regularly. 
The Finance Accounts, prepared by the 
Comptroller and Auditor General’s ofTice 
after auditing the accounts, give the actual 
stocks and flows with (usually) a couple 
of years’ lag and the actuals given in the 
bu^et are supposed to be the same as in 
the Finance Accounts for that year. This 
is, however, not always the case, and 
therein lies the story of how the elaborate 
diecks and balances and the accountabili¬ 
ty of the executive envisaged in the Con¬ 
stitution have been subverted. 

The budget, if properly presented, is an 
annual account of the finances of a 
government at a disaggregated level— 
schemewise as well as purposewise There 
is, however, an increasing trend of this 
document being prepared and presented 
in a rather cavalier fashion, lb cite a few 
symptoms, sometimes details do not add 
up to the totals, required disaggregated 
information is oftm just not given, 
sometimes budget estimates and revised 
estimates are given but not actuals and 
sometimes actuals given in the budget are 
incomplete in the sense that they relate to 
only information received and not true 
receipts or expenditures. Due to these 
reasons, the ‘actuals’ in the budget docu¬ 
ments arc not necessarily tlw same as 
audited actuals given in the finance Ac¬ 
counts. Thus, one cannot compare actual 
expenditures with budget estimates and 
revised estimates, which is essential to 
maintain accountability, since the duals’ 
are frequently not what has really been 
voted parliament. The legislature is 
also partly responsible for this situation, 
as none of the elected representatives 
bothers to seek explanations for the 
various lacurue in the budget document. 
The explanatory memorandum included 
in the budget document every year has 
become a bit of a joke; one can find illu¬ 
minating statements such as: “the revised 
estimates show increased revenue from 
this source because higher receipts are 
expected’’. As it stands, the traditional 
budget has lost much of its limited func¬ 
tion of providing a complete and detailed 
picture of the financial transactions 
during the year of government and its 
position at the end of the financial year. 
The only authentic source (less detailed 
than the budget) is now Finance Ac- 
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counts. With even these being released 
with inordinate delays in some cases (the 
latest Finance Accounts released for 
Khar, to take the worst cas^ is for the year 
1986-871), one cannot be very sure as to 
what the government is doing with public 
money, or even what the precise magni¬ 
tude of this public money is. 

There are other problems with the pre¬ 
sent system of presenution of the budget 
papers. Since the late SOs, there has been 
a tradition of pfbparing a separate set of 
central government expenditure figures, 
with an ^economic classification’ and a 
‘functional classification’. Hie first of 
these appeared with the budget papers for 
19S7-S8. Since then, these documents are 
prepared with considerable lag, and are no 
longer presented with the budget docu¬ 
ments. As a result, much labour and ef¬ 
fort is expended, and tiKicafter, these data 
are consigned to the ai idiivcs—for resear¬ 
chers in economic history—and are not 
made available to researchers for analysis 
and debate on current issues and current 
budgetary developments. 

Given this background, a book on 
government budgeting is timely and raises 
a lot of expectations. The reaction of this 
reviewer, after reading the book under 
review was, however, mixed. The author 
has given a good description of the history 
of government budgeting—in India as 
well as in the UK and the US—along with 
the latest developments. Chapters 1 to V 
contain a description, some analysis and 
history of government budgeting. Chapter 
VI de^ with performance budgeting and 
Chapter VII. the last one, discusses Plan¬ 
ning Pn^rmming Budgeting System 
(PPBS) and its feasibility in India. 
Chapter IV. dealing with functional 
classiflcation, is a chapter which dOes little 
justice to the topic it is supposed to cover. 
The treatment is somewhat cursory, and 
the author does not deal at all with the 
detailed functional classification adopted 
in India and the changes it has gone 
through, the latest being in I98.S-86. The 
chapters on performance budgeting and 
PPBS appear to be adequate with respect 
to the theoretical discussion. They, 
however, suffer from a deficiency that the 
whole book is subject to: for a book on 
a totelly applied matter like government 
budgeting, there is remarkably little 
illustration from actual government 
budgets in India. For example; the author 
does say that some performance budgets 


ate now being published, but are inade¬ 
quate The pmnt would have been made 
much more forcefully and also construc¬ 
tively, if a representative document was 
examined and its spedfic strong and weak 
points clearly pointed out A book like 
this, the present reviewer feels, should 
maintain a balance between theory and 
application; this book favours the former. 
If we ignore this lacuna, then the book is 
a good examination of a subject which is 
not adequately researched in India. 

The author concludes that time is not 
yet ripe in India for the PPBS; this 
reviewer agrees. If even the traditional 
budgets cannot be prepared properly— 
with large differences between the bud¬ 
geted figures and actuals—the much more 
elaborate PPBS would be pointless. This 
does not, however, mean that the basic 
principles of accountability and efficiency 
which the PPBS is designed to promote 
are to be jettisoned. We need to apply our 
minds to the problem of redesigning the 
traditional budgett minimally to integrate 
accountability and efficiency within the 
constraint of given levels of technical 
expertise in the budget departments. 

The production of the book leaves 
much to be desired. Spelling errors and 
several printers’ devils indicate inadequate 
proof reading. All the same, it is a useful 
study of the theory of budget-making. 
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SPECIAL ARTICLES 


Adoption of Value Added Tax in India 

Problems and Prospects 

IVIaht'sh C l*un>hit 

The adoption of the Value Added Tax (vat) by a rapidly growing number of countries has been one of the 
most remarkable events in the evolution of commodity taxation in this century. This paper examines the general 
trends in the structure of vat — rates, tax base and exemptions—in the countries which have adopted it. The 
author then presents his assessment of the existing system of commodity taxation in India and. against that 
background, discusses the likely problems in introducing \.\t in the context of the country's federal structure. 


BEGINNING with the introduction of 
Taxe Sur la Valeur Adjoutee in France in 
1954, the tax on value added has spread 
like a praire fire to a large number of 
countries. Its widespread adoption has 
specially been witnes^ during the recent 
years. Until the 60s this tax had been 
introduced only by a handful of nations. 
During the 80s the tax has come to occupy 
an important place in the fiscal armoury 
of nearly all industrialised countries and 
a large number of Latin American, Asian 
and African countries. More than 30 
countries have adopted vat since 1980. 
This has brought the total number of 
VAT-countries to more than 60. Benin, 
ftraguay, Tanzania, Tobaga Thailand 
and many other countries of the former 
Soviet Union have introduced vat during 
just the last two years. The trend of the 
adoption of vat has thus been the most 
remarkable event in the evolution of com¬ 
modity taxes in the present century. In the 
context of such an evolution of VAT 
around the world, this paper in its first 
part analyses the general trends in the 
structure of vat which includes rates, 
base and exemptions of the tax. The se¬ 
cond pan presents the assessment of the 
existing commodity taxes in India. And 
the last part examines the problems in 
introducing vat in the context of the 
federal structure of the country. These 
problems include the psychological, struc¬ 
tural and the administrative aspects of the 
tax. 


Structure of \at 

The structure of tax among all these. 
VAT countries suggests that although the 
rates as well as their coverage vary from 
one country to another, there is a trend 
to have a small number of rates [Purohit 
1993]. Many of the countries, as shown 
in Thble 1, levy vat with a single rate. 
These include Argentina, Benin, Brazil, 
Denmark. Ecuador, Grenada. Haiti, 
Israel, New Zealand. Norway, and 
Puaguay. Some of the countries attempt 


to introduce progressivity into their vai 
structure by having low rate of tax on 
necessities and high rate on luxuries. 
These countries have rate categories rang¬ 
ing between two and five. However, the 
general trend is to have two or three rate 
categories only. In addition to having a 
low rate of tax on necessities, many of the 
countries exempt a few basic food items, 
medicines, cloth and footwear. Such 
exemptions to necessities, other institu¬ 
tions, or to specific activities are very 
limited. The treatment of necessities is 
either in the form of zero-rating or exemp¬ 
ting these items from the tax. The general 
trend indeed is in favour of exemption in 
contrast to zero rating. As regards lux¬ 
uries, these are taxed at a high rate in 
many of the countries including those 
from the European. African as well as 
Asian continents. Further in order to 
make the structure progressive, many of 
the countries levy special excises on luxury 
goods. This is generally limited to tobacco 
produas, alcoholic be^rages, mineral oils 
and vehicles. 

The coverage of the vat in most coun¬ 
tries is broad enough to include final con¬ 
sumption of goods as well as services. For 
taxation of .services, two approaches are 
adopted. First, there is an integrated ap¬ 
proach which includes all services under 
VAT excepting a few stipulated items singl¬ 
ed out for exemption. And secondly, there 
is a selective approach which specifies a 
few select services for bringing the.-: under 
the tax net leaving the rest of the services 
out of the purview of taxation. Also the 
lessons from the vat countries suggest 
that the introduction of vai in these 
countries has rationalised their tax struc¬ 
tures considerably. 

II 

A8M*88meiit of Present System 

The existing structure of commodity 
taxes in India as presented in Annexnrc 
1 is an unintegrated one. Alsc^ it is a Juxta¬ 
position of a number of systems such as 


customs duties and union excise duties 
levied by the union government, sales 
ta.xes levied by the state governments and 
octroi levied by the local bodies. The 
unintegrated charaaer has given rise to the 
following problems related to economic 
as well as administrative aspects: 

(a) Multiplicity of Levies and Com¬ 
plexity of Structure: The system is 
characterised by multiplicity of levies on 
the same base. Not only do these levies 
fall on the very same products but also 
there is no single authority that looks in¬ 
to their cumulative effect. While in¬ 
dividually each tax does pay regard to pro¬ 
gression as well as to economic factors, 
the overall objectives of the country’s tax 
policy arc not adequately subserv^ due 
to their cumulative effect. Con^quently, 
taxes not only fall on the final products 
but also on imports. In addition, the ex¬ 
isting structure of all the three important 
taxes is complex. The rate categories are 
enormous and show large variations in 
structures among individual industries 
which could cause distortion of tax 
incentives. 

(b) Cascading Effects: Various taxes fall 
on the taxes levied earlier causing escala¬ 
tion of costs and profits at each stage. As 
inputs arc subjected to excise and/or sales 
tax. the manufacturer r.ecds a larger 
amount of working capital to maintain 
the necessary stock of the inputs. Conse¬ 
quently. the cost of his final product gets 
raised. Besides, when the manufacturer 
works out his own profit margin as a 
percentage of his costs and arrives at a 
price, he adds a mark-up which is a higher 
quantum of profit. This phenomenon of 
snowballing or cascading efIiKi raises con¬ 
sumer prices by more than what accrues 
to the exchequer by way of additional 
revenue. 

(c) High Tax Rates: The tax structure 
is mostly concentrated towards the higher 
side. The import duties, for example, have 
the nominal tariff rates mostly in the 
range of 75 to 1.50 per cent with average 
duty estimated to be over 100 per cent. 
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Compared to the tariff rates generally 
prevailing among other developing coun¬ 
tries, Indian tariff rates are definitely 
higher, in fact, it is important to note that 
both nominal rates and realised rates of 
tariff have been raised since 1980s. Thus, 
the higher rates have caused increase in 
effective rate of protection making the 
products non-competitive. However, the 
high costs limit the size of domestic 
market causing constraint on ultimate 
growth. A similar steepness in tax rates 
prevails in union excise duties and sales 
taxes. 

(d) Lack ofTmnspanncy: The existing 
system results in uncontrolled incidence 
of various taxes. The overall cumulative 
incidence lacks transparency for an 
economic aimiysis. As the cumulative 
incidence on commodities becomes for¬ 
tuitous, it is difricult to grade difTerent 
commodities according to progressivity. 
The lack of transparency hinders exact 
calculations of tax-incidence: 

(e) *Mical Integration: The pheno¬ 
menon of widespread taxation of inputs 
promotes vertical integration. That 
is, it militates against ancillary industries 
and encourages industries to produce 
more and more of the inputs needed 
rather than purchase them from ancillary 
industries. To discourage this trend, the 
Modified vat (moovat) scheme was in¬ 
troduced in the year 1986 in respect of 
goods covered by 37 specified chapters of 
the Central Excise Ikriff. This scheme was 
extended to cover practically all chapters 
except those relating to petroleum pro¬ 
ducts. textile products, tobacco products, 
cinematographies films and matches. 
However, as explained in Annexure 1. the 
coverage of moiwat is not complete. 
Alsa at the state level, the sales tax system 
does not provide any such mechanism. 

(0 Manufacturers’ and Importers’ 
Sales Tax: An imporunt problem in the 
sales tax structure relates to the point of 
levy. There has been a tendency for the 
states over the years to switch over the 
point of levy to the origin, i e, the import 
or the manufacturing stage Most of the 
states raise between 70 and 90 per cent of 
revenue from the first-point tax which has 
all the weaknesses of the excise system. In 
addition, it lacks the advantage of cap¬ 
turing additional value added and deviates 
from its destination principle. 

(g) Out-of-State Sales: Ikxation of out- 
of-sute sale (hereinafter referred to as 
inter-state sale) creates many formidable 
problems. Presently, these sain are taxable 
at the rate of 4 per cent under the Central 
Sain Ikx (esr) Law. Although the tax 
was levied to avoid unnecessary movement 
of goods among statn (Purohit, 1988: Ch 
7] it don cause the phenomenon of 
cascading. Atso,'a high rate of 4 per cent 


in increaies the incidenoe of tax and fbrees 
the statn to surrender thnr autonomy in 
deciding their sales tax ratn. The CST at 
present is levied on inter-state sales only; 
consignments are exempt. It is now pro¬ 
posed that the csT be levied on all these 
exempted transactions too, which com¬ 
prise three-fourths of the base Hence, tax¬ 
ation of all the transactions (including 
consignments) would be inflationary, 
inequitous and distortionary. 

(h) Narrow Base: The existing tax base 
is confined to commodities only; services 
are exempt from taxation due to constitu¬ 
tional limitations. Both the Union List 
and the State List do not cover taxation 
of services. Hence, the union excise duties 
and sales tax do not, in general, cover 
services, although hotel services are 
specifically taxed. Also, a few selected ser¬ 
vices are separately taxed under specific 
provisions of the Constitution. Since ser¬ 
vices constitute a fast growing sector in 
the Indian economy, exclusion of services 
deprives the government of a lucrative 
source of revenue. In fact, in most coun¬ 
tries either under vat or under sales tax, 
the tax base does include services. 

Ill 

Problems and Options for 
Reforms 

The above assessment of the existing tax 
system does, however, call for reforms. 
This is also evident from the fact that a 
Ihx Reforms Committee has already been 
in existence.' Also, the experience of the 
VAT countries suggests that the introduc¬ 
tion of VAT in all such countries has 
rationalised their tax structures. For ex¬ 
ample. Korea replaced II different kinds 
of indirect taxes by vat. Eight taxes 
which were replaced by vat had 53 rates 
[Han 1987:1-3]. Similarly. Duwan replac¬ 
ed three important commodity taxes [Yen 
and Guevara 1988:48-67]. In fact, all the 
countries that have gone in for vat had 
a genuine need for simplifying their tax 
system. India also stands at the crossioads 
and needs simplification urgently. Thus, 
for tax reform in India, it is necessary to 
recognise the problems that have to be fac¬ 
ed prior to its introduction. We envisage 
three different types of problems. These 
are ;,$ychological, structural and admini¬ 
strative. In this section, we andlyse these 
problems and suggest options for reforms. 

Psychological Probliims 

These problems are related to politi¬ 
cians, administrators and dealers. Political 
problems relate to the inertia of the past 
[Rose and Karran 1987). Owing to such 
inertia, which ensures that the bulk of 
revenue is drawn from the existing taxes. 


most tax Imws of future importance take 
a long time to get implemented. The 
politicians avoid big eludes in taxation 
because of the likely adverse comments 
that the new legislation could attract from 
parties with vested interests [Rose and. 
Karran 1987:212-13]. Like politicians, tax 
administrators are also risk-averse: They 
too have apprehensions of losing revenue 
and think exclusively of administrative 
expediency without regard to any other 
economic criterion. The dealers on their 
part are bothered about compliance costs 
in terms of money and time needed for 
compliance. These problems being 
psychologicaL a ratiorud tax struaure like 
VAT is unlikely to suffer a major setback 
in its introduction. However, with a view 
to avoiding the above problems the 
following measures are essential to be 
implemented. 

(a) Requisite Information and Publi¬ 
city: Psy^ological problems are prinuuily 
related to information gap. 1705 could be 
overcome by spending adequate time and 
money on a publicity campaign aimed at 
both tax-payers and consumers. The ex¬ 
perience of countries such as Korea who 
have recently introduced vat suggests 
that it is inde^ important that tax-payers 
fully comprehend the new legislatioR. This 
will help to overcome resistance and com¬ 
pliance problems. It is useful to learn, for 
example, that the Korean government 
campaipied with the help of the Chamber 
of Commerce and Industry, daily news¬ 
papers, television, radio and dther mass 
m^ia [Han 1987]. Similarly, Ihiwan also 
mark sincere efforts to educate tlie masses 
in general and the dealers in particular 
[Yen and Guevara 1988]. Thus an impor¬ 
tant requirement for a successful introduc¬ 
tion of VAT is an adequate information 
cantpaign aimed both at tax-payers and 
consumers. 

(b) Lead-in Time: Equally important 
is the requirement of lead-in time. 
Although it varies according to the cir¬ 
cumstances peculiar to each country con¬ 
cerned. in general sufficient time is need¬ 
ed to prepare legislation and rules. The 
length of lead-in time could vary from a 
few months in a country like Chile which 
had prior experience of a turnover tax 
[Yoinco and Guevara 1988] to a longer 
period of two to three years in Korea and 
Ihiwan. 

Problems Related to Structure of 
Tax 

The assessment of the existing structure 
of commodity taxes suggests that the 
reforms in the overall structure would 
necessitate harmonisation of all these 
taxes in the context of the following con¬ 
straints in the federal structure. 

Federal Constraints to be Recognised: 
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Four Unportant constraints appear to af¬ 
fect uiy quick solution to rationalise the 
tax system. First, the division of tax 
powers between the centre and the states 
provides both the tiers of governmental 
powers to levy taxes falling on the same 
base. However, 4S per cent of the revenue 
, from excises collected by the central 
government is shared among the states. 
This has been the practice since the recom¬ 
mendations of the Eighth Finance Com¬ 
mission. Secondly, the tax revenue from 
the excises constitute 43.4 per cent of the 
total tax revenue of the centre and that 
from the sales tax S7.6 per cent of the 
states’ own tax revenue. These taxes have 
considerable fiscal importance for both 
the tiers of government. Thirdly, the 
dependence of the states has been increas¬ 
ing over the years. Presently, 66.5 per cent 
of the total taxes raised in the country 
belong to the centre, leaving 33.5 per cent 
for the states. Any cut in the resources 
raised by the states would further reduce 


their collection. Finally, the Central Sales 
Tax (esr), a central levy (from the Union 
List), is levied, collect^ and retained by 
the ‘exporting’ sutes. Initially, it was a 
small levy, yielding insignificant revenue. 
However, over the years its share has in¬ 
creased considerably. Presently, the csrr 
constitutes 15 per cent of the total yield 
from the general sales tax. When the csi 
is also levied on consignment sale, the 
total tax .share would be increased con¬ 
siderably causing grave inequities and 
cascading effects.^ 

With a view to uking proper cate of the 
above problems we to introduce 
reforms into two phases. First, there arc 
immediate reforms which could be at¬ 
tempted without facing any major pro¬ 
blem. Once the economy has adjusted to 
these immediate reforms and the admini¬ 
strative system has suitably developed the 
machinery to administer the changes, re¬ 
quisite medium-run measures have to be 
adopted. 


(a) Immediate Reform: The following 
immediate reforms are essential to pave 
the way for the major reforms to be taken 
up in the medium-run. 

(i) Reducing the number of rates: The 
reform related to the multiplicity of rates 
requires efforts at simplifying the tax 
structure. Over time, attempts have been 
made to attain a large number of objec¬ 
tives (including progressivity) through all 
these taxes. Hence, the numbCr of rates 
classified according to their characteristics 
increased. The number was further in¬ 
creased due to administrative considera¬ 
tions. Hence, the present structure has an 
enormous number of rates. Such a struc-. 
tuie complicates the administration of all 
these uxes. Also a very fine gradation 
through tax rates does not serve aiqr useful 
purpose of having progressvity. In fact, 
it complicates both the structure and 
administration of the taxes and causes 
evasion of tax as well as endless litigation. 
Hence, it is essential that the number of 


Table I: Chances in VAT Rates in Different Countries 


Country 

VAT Introduced 
or Proposed 

VAT Rales 

Country 

Vat Introduced 
or Proposed 

VAT 

Rates 

At 

Introduction 

On January 1, 

1993 

At 

Introduction 

On January 1, 
1993 

Algeria 

1992 


7.I34I.40 

Ivory Coast* 

January I960 

8 

546.11.1145,35.13 

Argentina 

January 1975 

16 

13 

Japan 

April 1989 

5 

3j6 

Austria 

January 1973 

8J6 

6,1040 

Kenya 

January 1990 

17 

540,30,50,73 

Bangladesh 

July 1991 

15 

15 

Korea 

July 1977 

10 

10 

Belgium 

January 1971 

6,I4J8 

1.6.1249.5 

Luxembourg 

January 1970 

2.44 

3,1245 

Beylorussia 

January 1992 

_ 

28 

Madagascar 

January 1969 

6.12 

15 

Benin 

April 1991 

I 

0 

Mexico 

January 1980 

10 

645,20 

Bolivia 

Oclobei 1973 

S.M.IS 

10,13 

Morocco 

April 1986 

7.12,1449,30 

7.12.1449,30 

Brazil 

January 1967 

IS 

742 

Netherlands 

January 1969 

442 

647.5 

Brazil’ 

January 1967 

IS 

17 

New Zealand 

October 1986 

10 

12.5 

Chile 

March 1975 

8,20 

18 

Nicaragua 

January 1975 

6 

5,640 

Colombia 

January 1975 

4,6J0 

14 

Niger 

January 1986 

842,18 

1047,23 

Costa Rica 

January 1975 

10 

11 

Norway 

January 1970 

20 

20 

Denmark 

July 1967 

10 

25 

ihtnama 

Match 1977 

5 

5,10 

Dominican Rep 

January 1983 

6 

6 

Peru 

July 1976 

340.40 

15 

Ecuador 

July 1970 

4,10 

10 

Philippines 

January 1988 

10 

10 

El Salvador 



12 

Portugal 

January 1986 

846,30 

546,30,15 

Estonia 

January 1992 

10 


Paraguay 

January 1992 


10 

Fiji 

July 1992 


10 

Russia 

January 1992 


10,1540 

Finland 

1976 

11.1 

19.05 

Senegal 

Match 1961 

— 

740.30 

France 

January 1968 

6,443.6.20,23 

2.1,3.5.1340.6 

Spain 

January 1986 

6.12,33 

643,28. 

Germany 

January 1968 

540 

7.14 

Sweden’ 

January 1969 

2.04,6.384L1. 

1842 

Grenada 

April 1986 

20 

20 



3.93 


Greece 

January 1987 

6,10,36 

4.8.10 

Taiwan (Province 



Guatemala 

August 1983 

— 

7 

of China) 

April 1986 

5 

540 

Haiti 

November 1982 

7 

10 





Honduras 

January 1976 

3 

7.10 

lanzania 



7 

Hungary 

January 1988 

I5.2S 

15.25 

Thailand 

January 1992 

— 

0 , 74 . 5 . 1.5 

Iceland 

July 1989 

25 


lUnisia* 

June 1988 

647,29 

647,29 

Indonesia 

April 1985 

10 

10 

llirkey 

January 1985 

10 

1245 

Ireland 

November 1972 

54646.37.30.26 04.7,10,I2.S.I64) 

Ukraine 

January 1992 


35 

Israel 

July 1976 

0 

)0 

United Kingdom April 1973 

iO 

17.5 

luly 

January 1973 

642.18 

4.9.124940 

Uruguay 

January 1968 

5.14 

1442 


Notes: I Rales in bold type ate 'standard rates' applied to goods and services not covered by other especially high or low rates. 

2 On interstate transactions depending on region. 

3 On intra-state transactions. 

4 These are effective rates. The statutory rates are computed on price including tax. 

5 The tax rates in Madeira/Azores regions are: standard rales 12 per cent, reduced rate 6 per cent and increased rate 21 per cent. 

6 A number of reduced rates exist. In cases where ihe Government reduces rate by a special decrease, the rale is valid for the calendar year only. 
Source: Purohil (1983). 
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rates is leduced to a minimum. In most 
of the countries, the number of rates 
ranges between three and five (Purohit 
1991). It is, tnicrefore, necessary that the 
tax bracket be reduced to two or three 
rates, barring the .selective excise duty on 
non-essential commodities or com¬ 
modities injurious to health which could 
be levied at higher rates.’ 

(ii) lx>wering Total Tax Incidence: The 
lack of transparency in the tax structure 
does not allow us to estimate the cumu¬ 
lative total commodity tax burden in the 
economy. It is, therefore, necessary to 
undertake some academic exercise to 
estimate the tax burden. Also, the total tax 
burden on a commodity should not be 
prohibitive. The recent efforts of the 
government to streamline import duties is 
a step in the right direction. As envisag¬ 
ed in the TRC, the import duties should 
be reduced considerably. The domestic 
taxes on commodities (viz, excise and sales 
tax) should also be harmonised to have 
efficient allocation f resources. 

(iii) Reforming Sales Tax System: The 
existing trend in the sales lax system is to 
push the tax base as close to im¬ 
ports/manufacture ..s possible. This has 
considerably reduced the incomc-ela.sticity 
of the tax system [Purohit 19911. Also, the 
cascading effects of taxation at initial 
stages as well as of taxation on raw 
materials need to be rationalised. With a 
view to safeguarding revenue neutrality 
and at the same time reforming the tax 
system, it is suggested that (a) the requisite 
set-off is given for the taxes paid on raw 
materials; and (b) the slates adopt a struc¬ 
ture of ‘two-poinis-with-set off recom¬ 
mended in an earlier study (Purohit 1988). 
This would pave the way for the adoption 
of a VAT in the medium-run. However, 
reforming sales tax would certainly imply 
following the other recommendations of 
reduction in tax rates, lowering tax 
incidence and granting a limited number 
of exemptions (including industrial incen¬ 
tives) and shifting the rate structure 
towards the retail-point. 

(b) Medium-Term Reforms: Once the 
administrative system has absorbed the 
immediate reforms, the medium-term 
reforms must aim at having two major 
changes, viz, (a) adoption of vat, and 
(b) broadening of the tax base. 

Adoption of vat: The first major 
reform in the medium term has to be in 
the direction of adopting a full-fledged 
VAT. Since, a preliminary step towards the 
reform of a complex structure of taxes has 
already been attempted by intrcHlucing 
MODVAi (Annexure I), it is indeed the ap¬ 
propriate lime to think of the next logical 
step to bring about a harmonious func¬ 
tioning of all the major taxes that fall on 
different products. We could consider the 
following five options. 


Central vat: As suggested by the Jha 
Committee [Government of India 1978] 
and further reiterated by the trc 
[Government of India 1991], an important 
option is to go in for a complete change 
over to a vat. Essentially, this would 
mean that we adopt a form of tax which 
is levied on all goods and services (except 
exports and government services), and 
which falls on the value added at each 
stage from the stage of production to the 
retail stage From revenue aspect, however, 
we could still have excises on a few select 
commodities covering all the other items 
under vat. That is, the distribution of tax 
powers between the centre and the states 
would have to be so changed that all taxes 
on commodities (i c, excises as well as 
sales taxes) fall within the purview of the 
central government to enable it to imple¬ 
ment this suggestion. This would require 
sharing of revenue with the states on the 
basis of the formula suggested by the 
Finance Commission or decided by the 
National Development Council (NDC). 
This would also require constitutional 
amendment which may be difficult in the 
present political situation of the country. 
The states would not agree to surrender 
their power to levy sales tax which yields 
them 60 to 70 per cent of the states’ own 
tax revenue. Also, this could further create 
financial dependence of the states on the 
centre 

The TRC Option; The trc (Final 
Report, Part 1) has suggested that we 
could have an admixture of vat (called 
MOOVAT) at the central level extended to 
most commodities and rationalised .sales 
tax system at the state level. The rRc 
recommends that the modvat could be 
extended to the wholesale level (the quan¬ 
tum of which seems to be indeterminate), 
which could be Rs IS million or Rs 20 
million, depending upon the level of 
economic activities in the state: The union 
government would collect modvat at the 
level of {he manufacturer and the state 
would collect it at the wholesale level. In 
addition, a sales tax would be collrxrted 
from the manufacturer or wholesaler 
depending upon the structure of the sales 
tax in the state. However, the rationalisa¬ 
tion of sales tax would necessitate giving 
set-off for the sales tax on raw materials. 
Thi.< would be rationalising the tax on the 
maitufacturing sectors at both the central 
and the state levels. This would, however, 
create one more tax for compliance by the 
tax-payers. 

The Central-VAT and the State-VAT: 
The third option is to have two different 
vats; one at the central level, called 
Central-VAT, and another at the state 
level, called state-vAT; the former would 
substitute union excise duties and the lat¬ 
ter would replace sales tax. The state-VAT 


could, however, have varying rates across 
the states. 

The State-VAT with Some Exclusions: 
The union government, which is present¬ 
ly distributing 45 per cent of excise 
revenue among the states on the basis of 
the recommendations of the Eighth and 
the Ninth Finance Commissions, could 
think of an option, without loss of 
revenue, by limiting their power to levy 
excise duty on a few (say 10 sumptuary 
and revenue yielding) commodities which 
would not be set off against the vat. This 
would be in the nature of special excises 
levied in addition to vat. The rest of the 
excise would be converted into a system 
of vat. The states would be empowered 
to levy a full-fledged state-VAT in the 
country. That is, the tax would be levied 
on all sales beginning with production or 
manufacture. The tax levied at the stage 
of manufacture (the existing modvat) 
would be given set-off at the time of levy 
of sales tax (now vat). Henc^ the tax at 
the second stage (at the time of sale) 
would be levied only on value added. This 
would be continued to the thiid or fourth 
stage of transactions, depending upon the 
^mption limit’ and the chain of dealers 
in a state. 

However, for the reasons of admini¬ 
strative efficiency the centre should con¬ 
tinue to levy VAT at the manufacturing 
level. Thf* revenue so collected by the cen¬ 
tre would be distributed to the states on 
the basis of collection. This would enable 
the states to give set-off for the vai Irom 
the sales tax at the next stage. That is, the 
VA1 operations would be divided into vat 
at the level of the centre and also at the 
level of the states, both giving set-off 
for the tax already paid on earlier 
transactions. 

Inter-state transactions would be treated 
on destination principle, as illustrated in 
Ikbic 2. Each state would tax the inter¬ 
state sales but the importing state would 
give set-off for the tax already paid in the 
exporting state. The existing Central Sales 
Ikx would no longer be necessary. The il¬ 
lustration shows that the sute-VAT would 
be given set-off to have neutrality of the 
tax system. 

The Complete State-VAT: The above 
option requires determining the com¬ 
modities that should be excluded from the 
purview of the state-VAT. Also, from,the 
point of economic effects, the excluded 
commodities would not. be benefiting 
from the set-ofT and would, therefore; suf¬ 
fer the adverse economic effects of 
cascading. It is, therefore, proposed that 
we could have a complete state-VAT 
wherein the total revenue from the union 
excise duties is pooled for reimbursing the 
amount to the states on the basis of col¬ 
lection. This could be implemented as 
follows: 
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Assume that the collection of the Cen- 
tnl MOOVAT from different states is 
denoted as X,, X,. X,, X 4 ....X, where 
the total MODVAT collection equals 

X : Z X Similarly, sales lax collection 

i-l 

for n states is denoted as S.. Sj, S,. 
S 4 ...S,. When a state has to give set-off 
for tM collections under modvat, the 
state would have reduced collections from 
sales tax indicated as S’,. S’j. S’). 
S’ 4 ,...S’, where S’, < S,. Let F, = S,- S’, 
indicating fall in sales tax revenue due to 
set-off. Although the touU central collec¬ 
tion of MODVAT is equal to X. under the 
proposed system of complete state-vAT, 
the centre would retain only the fixed pro¬ 
portion (say 55 per cent) indicated by a. 
Thus the centre’s share would be a.X and 
the revenue returned to the state would be 
(1-«)X. Of course, this would be 
negotiated on the basis of centre’s cost 
of collection and its own needs for 
resources. Under the principles of vat, 
the sutc should be ideally getting 

p 

(l-a)X — However, F, being difficult to 

i-l 

estimate, we could use X, as proxy of F,. 
The i"' state would tnus get from the 
centre an amount equal to \ .Thus, the 

n 

i«f 

inclusion of modvat commodities under 
the state-VATwbuld avoid complete 
cascading from the system and allow the 
centre to retain a Hxed proportion of total 
MODVAT revenue as their cost of collec¬ 
tion and its own share. 

The above options would help in adop¬ 
ting principles of vat under the Indian 
federal structure. Once the system of vat 
has been introduced, we could expand the 
tax base by inclusion of services under the 
tax system, as explained below. 

Broadening of Tax Base 

Another reform in the medium-term 
relates to broadening of the tax base.* As 
suggested by the trc, broadening the 
base of the tax system implies inclusion 
of services as wsll[Governnient of India 
1991: 122-23]. From the economic point 
of view, there is hardly any difference 
between the taxation of commodities and 
that of .services, in fact, the service sec¬ 
tor expands at a relatively higher rate as 
the economy expands.^ Multifarious ser¬ 
vices are produced for the benefit of the 
consumers as well as producers. Any 
exclusion of services tends to create 
distortions. 

The TRC, however, feels that the tax on 
services should be levied at the central 
level only. Also, it suggests that by virtue 


of Entry 97 in the Union List, the union 
government is empowered to levy tax on 
services. The committee, therefore, recom¬ 
mends that the services to be taxed by the 
union government should include adver¬ 
tising, services of stock brokers, 
automobile insurance, insurance of 
residential property, personal effects and 
jewellery and residential telephone 
services. 

The committee has rightly recommend¬ 
ed that the tax on services must be an 
integral part of the system of value added 
tax so that the entire system of taxation 
of services is also devoid of cascading and 
would not cause distortions in costs or in 
the allocation of resources. 

The TRC has, however, not considered 
the fact that the states have already been 
levying a tax on services through separate 
enactments of electricity, transport and 
entertainment. A tax on hotel tariff was 
also levied in Maharashtra based on the 
recommendations of a-study.* This tax is 
now levied by some other states such as 
Karnataka and Uttar Pradesh. It is. 
therefore, proper to consider the right of 
the sutes to levy tax on those services that 
are regional in base. Hence, it. is suggested 
that the following services could be 
brought under tax net for raising lesouroes 
under the slates the tax system: 

(a) Transport Services: Transport sec¬ 
tor is presently b«ng taxed by the state 
government under Motor Vehicle Ikx and 
Passenger Goods Tax. Any other tax on 
this service would simply complicate the 
structure of taxes on vehicles. If necessary, 
the state government could always in¬ 
crease the rate of both the taxes. 

A close analysis of the structure of 
these taxes, however, reveals that most of 
the state governments levying passenger 
and goods tax are collecting revenue 
through compounded levies. There is no 
actual assessment of these taxes. As the 
number of vehicles has increased from 
3,06,000 in I9S0-SI to 1,865,000 in 1970-71 
and to 19,080,000 by 1989-90, this tax has 
a greater potential for raising resources. 
However, leaving aside the need to have 
a separate analysis of the structure of the 
Motor Vehicle and Passenger Goods Tax, 


it is still pertinent to note that the services. 
provided by the transporters are dis¬ 
tinguished from the vehicles plying on the 
road. Therefore, services provided by the 
transporters, i e, the transport companies, 
could separately be taxed in the form of 
a service lax on transporters. 

As the transport companies are large in 
size and provide public services, all of 
them have to maintain their documents 
meticulously and a small levy on the ser¬ 
vices of these transport companies would 
not affect their business. Over the years, 
there has nut only been a rapid increase 
in the number of transport companies btit 
aim there has been a considerable increase 
in their turnover. As these companies have 
come to occupy an important place in the 
movement of goods all over the country, 
a small proportion of tax on this service 
would yield a considerable amount of 
revenue. 

The tax on this service would be related 
to the number of vehicles owned by a 
transporter. Hence it is relevant to note 
that the goods vehicles have increased 
considerably over the years. Whereas the 
total number of goods vehicles was 82 
thousand in 1950-51. the number increas¬ 
ed to 168 thousand in 1960-61 and to 343 
thousand in 1970-71. The giowth has been 
substantial in the 70s and 80s and the 
number of goods vehicles stood at 19.08 
million in 1989-90. 


TAai.E 3: CoMpuTt.s SiRvii.1 - Companies 
CLA.SSIHFD BY TlIKNOVl K GROUP (1991) 

fUs lakh) 


Tlirnover Group 

1 

Number of 
Companies 

2 

Total 

Ibrnover 

3 

5 - 15 

37 

333 

15 ■ 50 

4A 

1452 

50 100 

22 

1457 

100 - 250 

41 

6729 

250 - 500 

24 

8359 

500- 1000 

17 

11834 

1000 - 2500 

20 

34009 

2500 - 5000 

6 

20339 

5000 ■ 10000 

5 

31018 

Over - 10000 

6 

85656 

Total 

224 

201186 


Source'. Data Quest, July 1991. 


TabiI; 2: ti lOSYRATiyr: Caixulaiion or Uirit'Ri.Nr SrATr VATs 


Tax Structure 

Manufacture in 
State A 

(Sale Price Rs 100) 
Input Output' 
Tax Tax 

Wholesaler in 
State B 

(Sale Price hs 150) 
Input Output 

Tax lax 

Retailer in 

State C 

(Sale Price Rs 300) 
Input Outpuf 

Tax Tax 

Final 

Allo¬ 

cation 

State A 

(tax rate 5 pei cent) 

0 

5 

d 

0 

0 

0 

0 

State B 

(tax rale 8 per cent) 

0 

0 

5 

12 

0 

0 

0 

State C 

(tax rate 6 per cent) 

0 

0 

0 

0 

-12 

18 

18 

Total 


5 


7 


6 

18 
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viKHS pimin 



□ Money doubles just in 5 Years. 

□ Premature encashment after 2 V 2 Years. 

□ Nomination facility avaiiabie 

□ Identity Slip issued, on the strength of 
Identity Silp encashment can be made 
in any Post Office. 

□ An indMduai. a company, corporations, 
registered and co-operative societies, 
banks, trusts can invest 

□ Avaiiabie in denominations of 
RS. 100 , RS. 500, RS. 1,000. RS. 5,000 
and RS. 10,000 


ec 

A. 

o 

o 


SAFEST AND SECURED SAVINGS - SMALL SAVINGS 
Directorate of small savinos , Maharashtra state 

New Administrative Building 8th Floor. 

0pp. Mantraiaya, Bombav-400 032. 

Assistant Director of Small Sa\^ngs. 

C/o. District coilectorate. 

Contact nearest Post Office or Authorised Agents of Smaii Savings. 
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(b) Private Nursing Homes: Medical 
services provided by private nursing 
homes seem to be a potential tax base for 
taxation of services. Notwithstanding the 
fact that medical services do fall under the 
category of social and welfare services, the 
phenomenon of pricing of these Krvices 
in private nursing homes suggests that 
these institutions charge a rate which 
could be paid by affluent people only. It 
is, therefore, desirable that all private nur¬ 
sing homes whose total receipts exceed 
Rs 0.2 million per annum and/or charge 
room rent of Rs 400 per day and above 
should be brought under the purview of 
taxation and a small service charge on 
their room rent be levied. 

(c) Computer Maintenance and Con¬ 
sultancy Services: Computer services 
have dmioped in the country over the last 
few years. Almost all offices, private 
enterprises and other institutions of repute 
do take help from the organisations pro¬ 
viding maintenance and otto consultancy 
services relating to computers. As this is 
a new and growing service, a small tax on 
it would not affect the consumers in a big 
wsy. Administratively, there should not be 
any difficulty because all these companies 
maintain their accounts carefully. 

The data given in Ikble 3 indicate that 
the total number of companies are small 
and could be administered by the depart¬ 
ment without any problem. The com¬ 
panies having turnover of Rs 0.2S million 
and above are only 61. Also, all these are 
big and reputed companies. Hence, a 
small tax on the service provided by these 
compaities would not affect dthcr the 
companies themselves or the consumers. 

(d) Automobiie Repair and Services: 
Automobile repair and its service is an im¬ 
portant base on which a service tax oruld 
be levied. Such a tax exists in most of the 
countries. India has numerous small 
garages on the road side and, thcrafore, 
it would not he possible to coUto this levy 
from all types of garages. However, over 
the years, there has ton a tremendous 
increase in the number of vehicles as well 
as a corresponding increase in the show¬ 
rooms and repair shops. All the big show¬ 
rooms provide for service and repairs of 
vehicles. However, to begin with, all the 
shops carrying out repaii and providing 
servicing of the automobiles and having 
a turnover of Rs 0.2 million and above 
must be brought under the tax net. A 
small service tax on ail these repair shops 
would not create any problem for ad¬ 
ministration of this tax, as all these shops 
have proper accounting of services pro¬ 
vided and payments received. As the 
number of vehicles has increased con¬ 
siderably, this tax would be a lucrative 
source of revenue for the state. 


Here it is important to note that, as 
pointed out by the trc, the lax on ser¬ 
vices mu.st be levied under a system of 
full-fledged value added tax only. Under 
this system, a tax-credit is available when 
it is paid as business expenses. Hence, 
there is no cascading of the tax. 

Problems Rei.ateu to Administration 

Since the organisation for tax admini¬ 
stration conditions the efficiency of lax 
collection, it is extremely important that 
a proper organisation is developed as a 
precondition to have a sound system of 
taxation. Countries that have earlier 
experience with administering a turnover 
tax do not encounter serious problems in 
switching over to vat. For others, it is im¬ 
portant to have a suitable machinery. With 
a view to understanding the administrative 
problems for the introduction of vat in 
thb Indian context, it is essential to com¬ 
prehend the existing administrative pro¬ 
cedures for MODVAT as well as for sales 
taxes in the country. 

Existing Administration oe modvat 
IN India 

Unlike vat in European and other coun¬ 
tries of the world, modvat does not rcpiaoe 
union exdse duly but introduces the prin¬ 
ciple of VAT under the system. The nomen¬ 
clature so far in usage is ‘excise duty* and 
the credit for the duty paid on inputs is 
known as modvat. This system is ad¬ 
ministered as follows: 

(a) Declarative Obligationr. The ad¬ 
ministration of modvat requires certain 
documenury obligations to be fulfilled. 
All the manufacturers (except small-scale 
manufacturers) are required to be 
registered with the department. Also, the 
manufacturer is required to submit 
declarations regarding the use of inputs 
and manufacture of outputs. The declara¬ 
tions are Tiled by the manufacturer (who 
intends to take credit under modvat of 
the duty paid on inputs) with the Assis¬ 
tant Collector of Central Excise having 
jurisdiction over his factory. The 
manufacturer must indicate in his declara¬ 
tion the description of the Tmal products 
manufactured in his factory arid the 
inputs intended to be used in each of the 
said final products. 

The rules require that the description 
of inputs and outputs must be complete. 
Non-specification of inputs in declaration 
is not a condonable iap.se.^ However, 
minor variation.s in description due to dif¬ 
ferent biand names is permissible. Ii is 
also important that the declaration, which 
is filed ai the commencement of the 
business or at the beginning of the year, 
must contain specification of inputs in the 
absence of which credit would not be 


granted and declaration cannot be chang¬ 
ed retrospectively. The manufacturer 
would be granted a credit for the tax on 
inputs received in the factory provided 
there is evidence of either a Gate Pass or 
an AR-l, or a Bill of Entry. These are sup¬ 
portive documentary proof for the pay¬ 
ment of tax by the seller of inputs. 

Gate Pass, GP-1, is used by the 
manufacturer for removal of goods from 
the factory on payment of duty where tMe 
goods arc manufactured in a factory 
under physical control, against factories 
working under Seif Removal Procedure 
(SRP) for which the clearance document 
is called AR-l. Unlike the system of vat 
where the tax is levied at the time of sale, 
the excise duty is levied at the time of 
removal of goixis (known as clearance) 
from the factory. The format of GP-l 
reveals the quantum of duty paid.* 
Subsequent movements of duty paid 
goods from one manufacturer to another 
are covered by Subsidiary Gate ftss issued 
by the Superintendent of Central Excise 
in lieu of the original GP-l.* While the 
document evidencing payment of excise 
duty on indigenously manufactured goods 
is GP-1, the Bill of Entry required to be 
Tiled at the time of clearance from 
customs department in the case of im¬ 
ported goods shows details of counter¬ 
vailing duty (equivalent to the excise duty 
payable on similar goods produced in 
India). The manufacturer who receives 
these imported inputs takes credit for 
countervailing duty on inputs on the 
strength of Bill of Entry. 

(b) Accounting Obligations: The 
accounting obligations of the manufac¬ 
turers include mainuining two sets of ac¬ 
counts, viz. Form RG-23A and Personal 
Ledger Account. 

(i) Form RG-23A: The manufacturer 
who receives inputs in respect of which he 
takes credit for duty paid is required to 
maintain an account of the inputs received 
and used (Form RG 23A Part 1) and an 
entry book of duty credit (Form RG 23A 
Part II). The latter gives particulars of the 
clearance documents under which credit 
is taken and utilised. It is a running ac¬ 
count and indicates the balance of credit 
available at any given point of time. 

(ii) Personal ledger account: The main 
principle of maintaining accounts for 
clearing the goods under the excise law is 
that before the goods are cleared, the duty 
must have ton paid. For this purpose, a 
Personal Ixxlger Account (PLA) is main¬ 
tained. Credit is taken when money is 
deposited in government account and 
debit IS made when clearances of goods 
take place. 

Both these accounts could be used by 
the manufacturers to pay duty on the Tinal 
products cleared by them. That is. the tax 
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could be paid either through PLA or the 
MOUVAT credit shown in RG-23A. 

In addition to the above declaratory 
and accounting obligations, the manufac¬ 
turer is required to submit a monthly 
return to the Superintendent of Central 
Excise. The return must contain (a) par¬ 
ticulars of goods manufactured and 
cleared and the amount of exicse duty 
paid; (b) particulars of inputs received 
during the month and the amount of duty 
taken as credit; and (c) extracts of Parts 
I and II of Form RG-23A giving details 
of disposal of inputs and utilisation of the 
credit. The excise officers check the 
returns and, if found in order, the assess¬ 
ment memorandum is completed and a 
copy returned to the party. If there is a 
short payment, the manufacturer is asked 
to pay the duty short paid. 

llie existing procedures for administra¬ 
tion of MOUVAT suggests that the levy of 
tax being at the stage of clearance and not 
at the time of the sale, there is a problem 
of valuation of the tax base. This prac¬ 
tice of under-valuation creates problems 
of valuation under the modvat scheme. 
The TRC', therefore, as an interim 
measure, recommends that to discourage 
under-valuation of the manufactured 
goods, the MODVAT could be extended to 
the wholesale level. That is, the tax would 
be levied on the manufacturer at the time 
of clearances and on the wholesaler at the 
time of the first sale out of the tax net. 
Since the set-off for the tax paid by the 
manufacturer would be available to the 
wholesaler, the manufacturer would not 
be able to connive with the wholesaler to 
avoid payment of tax. The extension of 
modvat at the wholesale level would, 
therefore, avoid under-valuation. In the 
long run, however, the trc envisages that 
vat would be levied on all transactions 
covering wholesale as well as retail. 

Existinc Administration of Sales 
Taxes in India 

The administration of sales tax com¬ 
mences with the registration of dealers. 
All the dealers above the specified 
exemption limit (which ranges between 
Rs 20,(XX) in Assam and Rs 1,S0.0(X) in 
many of the states like Gujarat, Karnauka 
and Maharashtra, and Rs 3.(X),(XX) in 
Himachal Pradesh) are registered with the 
Department of Sales Ikx of the state. 
These dealers collect the tax and pay the 
same to the government. On the basis of 
the given exemption limit, the number of 
registered dealers range between 40,000 in 
Assam and 5.00,000 in Maharashtra. 

The basic procedures for enforcement 
of sales tax varies accordii^ to the point 
of levy. Under the first-point tax (tax on 
manufacturers and importers) the tax is 
levied on the first dealer and all subse¬ 


quent sales (known as lax-paid sale) are 
exempt. Hence enforcement of this tax en¬ 
tails two important tasks: (1) ensuring that 
the first seller pays 'he tax, and (2) veri¬ 
fying that the dealers have documents to 
prove that tax-paid goods have been pur¬ 
chased. in contrast, the last-point levy 
(retail sales lax) is collected at the time of 
sale by the last registered dealer to a non- 
registcred entity, i e, the collection of tax 
is deferred until that stage. Accordingly, 
the task of checking relates to ensuring 
that the last dealer pays the tax, and 
(2) verifying that the sales have been made 
to a bona fide registered dealer. 

The tax department employs two 
devices to carry out these tasks. First, all 
manufacturers without exception are re¬ 
quired to be registered. This ensures that 
goods manufactured within the state 
could be captured at the fiist-point.''’ Se¬ 
cond, a road permit is used to import 
goods into the state." .The road permit is 
sent by the importing dealer to his 
counterpart in another state prior to the 
import of goods. Ths trucks bringing the 
specified goods into the state are expected 
to carry back these permits for scrutiny 
and verification at the checkposts.*' One 
copy of the road permit is then sent by 
the checkpost to the concerned assessing 
officer. In principle, this system should 
ensure that all the major imports would 
be accounted for and hence tax would 
have to be paid on them.'’ 

Another documentation system called 
‘Declaration Form’ is adopted by the 
department to ensure that the earlier 
dealers in the last-point tax and the subse¬ 
quent dealeis in the first-point tax are not 
selling commodities which are not ‘tax- 
paid’. In the case of the first-point tax. the 
selling dealer issues a declaration form 
which testifies that the tax has previously 
been paid on the goods sold. Those goods 
in respect of whose purchases declaration 
forms are produced are deemed to have 
suffered tax and the concerned purchasers 
need not collect and pay tax on them. 
Likewise, in the case of the last-point tax, 
the purchasing dealer issues a declaration 
form slating therein that he is buying the 
goods for resale. The difference between 
the procedures of the first-point tax and 
that of the >ast-point tax is that whereas 
in th? former case the declarations arc to 
be checked against purchases, in the lat¬ 
ter case the declarations arc to be verified 
against sales to a particular dealer. 

Processing of tax returns in general is 
common among ail the stales. However, 
many of the states require that dealers 
having a lax liability of Rs 2.500 per 
month or more pay tax on a monthly basis 
along with a retuin. Others pay quarterly 
and submit a return simultaneously. Many 
of the states have adopted self-assessment 


scheme for small dealers defined to have 
turnover below a specific limit. As the 
classification of dealers according to dif¬ 
ferent grades of turnover indicates that 
about 55 per cent of the dealers are small 
who pay only about 3 per cent of the tax 
revenue, the self-assessment scheme is 
gaining acceptance among other stales 
too. 

Assessment of dealers is attempted for 
all the registered dealers. This causes in¬ 
crease in arrears of assessment over the 
years. The delay in assessment is also 
caused due to the involved procedure of 
assessment. Also, these delays cause eva¬ 
sion of tax in many of the states through 
the existence of bogus dealers and 
‘hawala’ dealers. 

The process for assessment of first 
point-tax involves chcckposts at the entry 
gates to the state. These checkposts 
monitor the inflow of goods into the state, 
in doing so they record the information 
provided through the documents (in¬ 
cluding invoices) brought by the transport 
carriers. In addition to the information 
given through the invoices, these transport 
carriers are required to bring with them 
a specified ‘permit’ issued by the assess¬ 
ing authorities under whose jurisdiction 
the importing dealer falls. For example, 
a dealer in Jaipur would approach his 
assessing authority for issuance of a per¬ 
mit for importing certain goods from a 
dealer in Maharashtra. This permit (for 
which records are maintained in the issu¬ 
ing office) is sent by the importing de,<ler 
of Jaipur to the dealer in Maharashtra 
who is exporting goods to him. The dealer 
in Maharashtra in turn enters the details 
of the goods being sent by him (including 
quantity, value and other specifications). 
This permit is then handed over to 
the transporter carrying goods from 
Maharashtra to Jaipur. While entering the 
border of Jaipur, the transporter is 
required to show this pc'^mit at the 
checkpost through which he is passing. 
The checkpost authorities record the 
particulars of the goods and the number 
of permits. Also, they retain a part of the 
permit which is transmitted to the issu¬ 
ing/assessing authority. The other part of 
the permit, being carried through the 
transporter to the dealer, is maintained 
him and shown as proof of import of 
goods on which he has to pay the tax as 
a first dealer. The involved process 
assumes (a) efficiency at the checkpost 
and (b) management information system 
capable of cross-verifying the information 
flown from the checkposts. As these 
things ate not up to the mark, most of the 
states are unable to utilise this informa¬ 
tion. Hence cross-verification of these 
documents is almost non-existent. 

In view of the above administrative 
systems of excise and sales taxes, the 
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following administrative aspects seem to 
be problem areas; 

(i) Staff requirements: This basically 
depends on whnher the country originally 
had a turnover tax. For other countries 
there could be some requirement for ad¬ 
ditional suff. However, this is determined 
by the exemption limit above which all the 
dealers are brought into the tax net. 
Generally, the ratio of vat taxpayers to 
population is very low in most of the 
developing countries. Hence, depending 
upon the efficiency of the tax administra¬ 
tion of the country, substituting vat for 
any sales ux system would not necessarily 
mean substantial increase in the existing 
staff. 

(ii) Training of personnel: Training fur 
the existing staff as well as new staff is of 
paramount importance. As the vai 
administration requires proper under¬ 
standing of the system, fully trained staff 
is absolutely necessary. 

(iii) Suitable computational technology: 
The requisite computer technology is 
extremely necessary to be acquired to 
enable the department to maintain a 
masterfile of the dealers. This enables the 
department to have an up-dated record of 
payment of tax and of the stop-filers. The 
computational technology should be suf¬ 
ficiently large in size to be able to cross- 
verify invoices of the dealers. 

(iv) TIN numbers; It is important to 
have a unique identification number, 
known as iin (Tax Identification 
Number). This serves two useful purposes. 
First, it (facilitates the use of computer in 
detection of stop-filers as well as delin¬ 
quents. Secondly, it helps cross-veri¬ 
fication of invoices. Tb enable the depart¬ 
ment to use the tin for National Ac¬ 
counts Statistics, it should be based on 
International Standard Industrial Classi¬ 
fication (ISIC). 

(v) Auditing of vat: Although it is 
generally suggested that vat administra¬ 
tion has an advantage of built-in policing, 
various authors have express^ their 
doubts about its effectiveness [Lent, 
Casanegra and Guerard 1973 and 
Casanegra 1973]. As evasion is already 
rampant under the existing excise and 
sales taxes in India, it is essential that the 
audit of the proposed vat system is at¬ 
tempted on a regular basis. However, 
auditing for all kinds of dealers may not 
be necessary. Selection of cases for 
auditing has to be made in accordance 
with the criteria of size of dealers. It might 
indeed be useful to cull out a fixed pro¬ 
portion of large and medium size dealers 
for VAT-audit on a regular basis. The 
nperience of forfait system of France for 
small dealers is enli^tening. It suggests 
its suitability for a country like India 
[Purohit forthcoming]. 


Further, the audit of vat should be 
supplemented by cross-checking of in¬ 
voices. As experienced in most countries 
in general and in Korea in particular, 
cross-verification of invoices, in totality, 
is neither useful nor economical. In fact, 
a selective check of invoices is meaningful 
to ascertain whether audit against the vat 
liabilities are supported by bona fide 
documents. Such a cross-verification is 
extremely useful for detecting tax-payers 
for further investigations. Other relevant 
sources such as list of suppliers, number 
of tax-payers deviating from the normal 
trend, import data supplied by the 
customs department, fast growing .sectors 
of the economy, and the sectors involved 
in 'moon-lighting' could also be extremely 
useful in selecting the dealers for audit. 

Unlike the cxi.sting .system of self- 
assessment under excise as well as sales tax 
in India, the forfait system of France does 
not have any fixity about the coverage of 
the dealers. Hence the dealer is always 
alert and so is the department. The 
department re-examines the systems of 
forfait for every dealer after two years, it 
examines variables related to the dealer 
such as the trends of turnover, income, 
fixed assets and salary paid to the 
employees of the firm. 

The above issues in the administration 
of VAT are of utmost importance to build 
up a proper organisation for operation of 
VAT in India. The existing practice of 
policing at the factory gates 1^ the excise 
department'and monitoring of inflow of 
goods at the checkposts through the 
sales tax department represents archaic 
methods of tax administration. The vat 
would be able to do away with all these 
problems. When the advanced countries 
have the system of 'free-ways' we can 
hardly ill-afford to have such a system. 

Appendix: Structure of 
Commodity Taxes in India 

Commodity taxes have an important 
place in the Indian fiscal structure. These 
taxes are levied by ail the tiers of govern¬ 
ment. The central government levies 
custom duties and union excise duties; the 
state governments levy sales taxes (in¬ 
cluding central sales tax, motor spirit tax, 
and purclULse tax), state excise duty, motor 
vehicle and passenger and goods tax; and 
the local self-government impose octroi. 
Ml these taxes are levied simultaneously 
without any credit for other taxes already 
paid. As the customs duty, the union 
excise duties, and the sales taxes are three 
very important taxes, their details are 
presented in this Annexure for a better 
understanding of the existing commodity 
tax structure in India. 


Custom DuTtES 

Custom duties comprise import'duties 
and export duties. As the latter depends 
upon terms of international trade, the 
former alone constitute a major source of 
revenue: 

The import duties are levied with three 
objectives in view, viz, (i) protecting 
domestic industry f^rom imported goods 
with which it competes; (ii) improving 
country’s balance of trade and thereby the 
balance of payments position; and 
(iii) raising resources. The most important 
objective, however, is to provide effective 
protection to the domestic industry. It is, 
therefore, designed in such a way that it 
drives a wedge between domestic and 
international prices, although quantitative 
restrictions also play a very important 
rule. 

The structure of import duties com¬ 
prises three forms, namely, basic customs 
duties, auxiliary duty of customs and ad¬ 
ditional (countervailing) duly oY Customs. 
The basic custom duty is levied under 
Customs Act, l%2. All goods imported 
into the country are chargeable to this 
duty. Auxiliary duty of customs is levied 
under the Finance Act and is also 
chargeable to all the goods imported. As 
the base of the basic customs duty and the 
auxiliary duty of customs is the same; for 
ail analytical purposes both these duties 
could be added together. Additional 
(countervailing) duty of customs is levied 
under the Customs Ikriff Act, 1973. This 
duty is levied on all goods imported into 
India. The base of the duly is cif value 
of imports plus the duties levied earlier. 
This duty is popularly known as counter¬ 
vailing duty. 

The rale structure of additional 
(countervailing) duty of customs is equal 
to the excise duly on like articles. The aux¬ 
iliary duty of customs is levied on an an¬ 
nual basis. The rate of this duty was 20 
per cent in 1980-81 but was increased to 
43 per cent in 1988-89 and continues to 
be the same. 

The basic customs duty is of two 
categories; (a) standard rate applicable to 
all commodities; and (b) rate applicable 
to preferential areas. The latter category 
is governed by specific agreement of the 
countries, such as the Bangkok agree¬ 
ment. and is applicable only to preferen¬ 
tial areas. The standard rate is generally 
ad valorem (with a few exceptions of 
specific rates), ranging from 0 to 300 per 
cent. In the budget of 1992-93, the 
maximum rale of duty has been reduced' 
to no per ceni.'^ Most common rates of 
duty are 40; 60 and 100 per cent. Also the 
average rate in practice is affected by 
various exemptions granted on different 
counts. These exemptions could be use- 
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specific or source-specific (i e, related to 
the source of origin). Many of these 
exemptions are not quantifiable. 

The nominal tariff rates, after taking 
account of quantifiable exemptions, are 
mostly in the range of 75 to 110 per cent, 
the average rate being a little over 100 per 
cent. The rate for manufacturing sector 
is, however, higher than for the agri¬ 
cultural and mining sector. Also the rate 
docs not change across broad industrial 
groups, but it does show large variations 
among individual industries. Such varia¬ 
tions can distort the incentive structure of 
the industries. When the rate structure is 
compared among different sectors, the 
tariff increases with the degree of process¬ 
ing. In the manufacturing sector, the rate 
for consumer goods exceeds those for in¬ 
termediate and capital goods. Non¬ 
electrical industries, however, are an 
exception. 

The effective rate of protection (ERP), 
which is a much mote appropriate in¬ 
dicator than the nominal rate of protec¬ 
tion (NRP) as it takes into account the 
tariff on inputs, shows a similar trend as 
the NRP. The ERP is higher for industries 
having larger value added.*’ 

The realised rate of duty of all com¬ 
modity groups has increased over time. 
Whereas it wru 28.54 per cent in 1975-76, 
it increased to 56.82 per cent in 1988-89. 
A m^jor portion of increase could be at¬ 
tributed to increase in duty rates for 
petroleum products (the contribution has 
increased from 6.74 per cent in 1980-81 to 
(5.54 per cent in 1988-89). It is also im¬ 
portant to note that the realised rate is 
higher for 27 out of 32 product groups. 

Union Excise Duties 

Union excise duty is levied on all goods 
manufactured or produced in the coun¬ 
try. The structure includes; (i) basfc excise 
duty; (ii) additional excise duty in lieu of 
sal« tax; (iii) cesses on specified com¬ 
modities: and (iv) additional duties of 
excise on textiles. 

The additional excise duty in lieu of 
sales tax is levied on tobacco, textiles and 
sugar. This is a rental arrangement bet¬ 
ween the centre and the states. The cen¬ 
tre levies additional excise duties on these 
items in lieu of states’ sales lax. The 
arrangement is that the centre would levy 
additional excise duties in lieu of sales tax 
on all these items and the states would 
refrain from levying sales lax on these 
items. The proceeds of this duty are to be 
distributed among the states. The states 
have however, complained about excessive 
exemptions under these duties before the 
Ninth Finance Commission and the con¬ 
sequent toss of revenue to them."^ 

Cesses on the specified commodities 
and additional excise duties on textiles are 


primarily meant for development of 
related industries. 

The structure of basic eicise duty shows 
a large number of rates for different com¬ 
modities; there are 40 iKf valorem and 350 
spedfle rates prevailing under the basic ex¬ 
cise duties. 

MOOVAT has been introduced under the 
basic excise duty with effect from March 
1, 1986. Initially the MODvat was 
introduced for a select number of com¬ 
modities (the coverage was limited to 37 
chapters out of a total of 91). However, 
the coverage was extended with effect 
from March 1, 1987 to all commodities 
except petroleum products, textiles pro¬ 
ducts, tobacco^ dnematographic films and 
matches. The exclusions from modvat, 
though limited in numbo; is significant 
from the point of view of revenue—half 
of the revenue of union excise duties is 
being collected through these items. 
modvat has introduced transparency of 
the tax, reduced cascading effect of input 
taxation and has also helped self-polidng 
in its evasion. Studies relating to the im¬ 
pact of introduction‘of MODVAT indicate 
that industrial units have'been able to save 
on interest (tanging between 0.5 and 1 per 
cent of the total duty paid); the eOect has 
revenue neutral and has not caused any 
price effect [Goverrunent of India 1990], 

The MODVAT scheme is different from 
the VAT prevailing in other countries. 
First, the coverage is limited to approx¬ 
imately half of the revenue collected. 
Second, there are a few special provisions, 
namely, notional credit and deemed 
credit *’ The notional credit was in¬ 
troduced in the budget of 1986-87 in the 
context of integration of small-scale ex¬ 
emption for goods covered by Ikriff item 
68. According to the scheme; a manufac¬ 
turer who purchases inputs numufactured 
by small-scale industries could take credit 
of an amount higher by 10 per cent ad 
valorem than the duty actuidly paid on 
inputs, lb illustrate, if the normal excise 
duty on an input is 20 per cent ad 
valorem, the small-scale unit pays duty at 
IQ per cent ad valorem, but the usei of 
such inputs could take credit of 20 per 
cent. Since a unit in the large-scale sector 
is in a position to secure a modvat credit 
higher than the duly paid on the inputs 
when he obte.ins the inputs from a small- 
scale manufacturer, the scheme is expected 
to provide advantage to small-scale units. 
However, it was felt that the scheme was 
being misused and misdirected. Hence, 
with effect from April 1, 1989 the extent 
of credit was reduced, from 10 to 5 per 
cent ad valorem. The scheme has also 
caused fragmentation of manufacturing 
units for obtaining concessional duty 
benefits. Also, it is observed that the 
scheme is discriminatory against the liny 
units. It is estimated that the provision of 


notional credit has causbd the exchequer 
a revenue loss of Rs 1,000 million in 

1986- 87 and about Rs 2,iS0 million in 

1987- 88. {Government of India 1990: v]. 

Under the deemed credit facility, a 

manufacturer can take modvat cr^it at 
specified rates for certain inputs without 
production of documents evidenciiv the 
payment of duty. This provision keeps in 
view small manufacturers who are not in 
»position to buy the minimum quantities 
that are sold by certain primary manufac¬ 
turers of metal items and hence buy their 
requirements from the cqien market. Since 
in such cases duty payment documents 
may not be available, it was felt by the 
government that modvat credit at a 
specified rate may be allowed. The inputs 
so specified are deemed to be duty paid 
unk^ they are clearly recognisable as non- 
duty paid. The deemed credit so permit¬ 
ted is generally less than the prevailing 
duty to take into consideration the stocks 
of inputs that may have paid lower duty 
than the duty rates. 

The deem^ credit facility was initially 
given to small-scale industries in March 
1986. This was, however, extended to all 
units after a month. At present deemed 
credit facility is permitted in respect of 
steel ingots and rerollables, cerUiin flat 
products of steel, unwrought aluminium, 
copper, lead and zinc and wastes/scraps 
of copper, aluminium, lead and zinc 

Third, the modvat is restricted in 
scope. A manufacturer can avail of 
modvat credit provided (i) the inputs and 
the final products are both covered within 
the chapters of the Central Excise Ikriff 
to which the modvat scheme has been ex¬ 
tended, and (ii) the final products are not 
exempted from orctse duty. Where the taw 
materials or components or final products 
are exempted, the benefits of the scheme 
are not available. Hius the existing mod¬ 
vat is only a step towards adopting a full- 
fledged VAT. 

Sai.es Tax 

Structure of sales tax in India consists 
of (a) states’ sales tax and (b) central sales 
tax. The former is levied on intra-state 
transactions and the latter on inter-state 
transactions. The state sales tax known as 
general sales tax (including sales tax on 
motor spirit (mst), and certain other pur¬ 
chase taxes such as purchase tax on 
sugarcane), is levied by all the states and 
union territories, mainly at the first point. 
The tax is thus collected from the im¬ 
porters, manufacturers or the wholesalers. 
The only states having multi-point tax on 
a few commodities (called residuary en¬ 
try) are Karnataka and Kerala. Some of 
the states levy tax at the last point. 
Notwithstanding variations in the point 
of levy, a major part of the revenue is 
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derived flRni the rint*point levy [Purohii 
I9M]. 

The fenenl me of tax in the states 
levying single point tax varies between S 
and 12 per cent and in the sutes levying 
muhi-point tax betwee n S and 7 per cent. 
In all the states, there are a large number 
of variations in the tax rate according to 
the type of oonunodities. The tax is levied 
at low rates of tax on necessities and at 
a high rate on luxuries. In addition, there 
are exemptions for necessities, specific 
institutknu and for spedHcations by the 
states. As per the provisions of the Con¬ 
stitution, services are also eaempt fiomthe 
levy of sides tax. Owing to a large number 
of variations for differmt types of com- 
nnoditics, most of the states have umpteen 
tax mies. Orissa is one of the states which 
has six tax rates, the minimum among the 
states. The other states have rate slabs 
running up to 17. 

Most of the states levy tax on raw 
materials and other inputs as well. The tax 
treatmmit of these gocxls ranges from no 
oiemption (such as in Assam) to conces¬ 
sional treatment varying between 1 and 4 
per coit (such as 2 per cent in Gujarat, 
Kerala and >Mat Bengid. 3 per cent in 
Bihar, Rajasthan and Ihmii Nadu and 4 
per cent in aU the other states not giving 
complete exemption) to complete exemp¬ 
tion in five states, namely, Punjab, 
Haryatui, Himachal Pradesh, Jammu and. 
Kashmir and Manipur. 

The tax base is also affected by the 
grant of exemptions to finished goo^ by 
almost all the states. These exemptions 
have been provided as part of ‘incentive 
schemes’. These schemes provide (a) ex¬ 
emption or concessional tax on sale of 
output, (b) provide for deferment of tax, 
and (c) make provision for interest-free 
sales tax loans. Exemptions or conces¬ 
sional rates of tax to new industries are 
available for pioneer and prestigious in¬ 
dustries in two states, small-scale and tir^ 
industries in 19 states and medium and 
large industries in 12 stat^. In most of 
these states, specification is provided for 
area of location of industry (whether 
developed or backward) and fm specific 
commodities produced in the states. The 
studies conducted in this regard indicate 
that the loss of revenue is considerable 
without having any effect on location of 
industries [Purohit et al 1992). 

A new dimension has been added to the 
sales tax system through recent amend¬ 
ments to the Constitution (Government 
of India 1983). Accordingly, sales tax is 
now levied on works-contracts, hire- 
purchases and leases. This has given rise 
to umpteen problems in tax policy as well 
as administration. 

The central sales tax is collected on all 
inter-state transactions. The tax is levied, 
collected and retained by the states occa¬ 


sioning movement of goods from one 
state to another. The rate of tax is 4 per 
cent on registered dealers and II per cent 
on unregistered dealers. As the production 
is centralised for historical or geographical 
reasons, few select states collect a major 
chunk of the cs;r revenue. The 4^h 
Constitutional Aihendment Act further 
envisages levy of tax on consignment 
transfers. This would aggravate the 
inequality of tax burden among different 
states, for the tax is presently being col¬ 
lected on approximately one-fifth of the 
total inter-state transactions (Purohit 
1990b]. When extended to all transactions, 
the richer states would get Imger resources 
from Central Sales Ihx, causing further 
inequality amongst the states. 

Taxation of Service.s 

The general system of taxes on com¬ 
modities and services in India is primarily 
confined to taxation of goods; services are 
completely exempt from the purview of 
taxation. This is primarily due to the fact 
that the Indian Constitution does not ex¬ 
plicitly cover services under the tax base. 
The union exci.se duties are levied on 
“goods manufactured or produced in 
India” and sales tax is levied on “sale or 
purchase of goods”. Services are 
specifically excluded from tax base under 
the Constitution. 

A few select services are nevertheless 
taxed under specific provisions of the 
Constitution. These iiKlude tax on elec¬ 
tricity. transportation, entertairunent, and 
professions.* All these services are taxed 
under some spteific provisions of the 
State List. However, there is no such tax 
in the Union List. 

Although a tax on the above services 
is levied under the State List, the fiscal 
significance of all these taxes has been 
negligible. The proportionate yield from 
taxes on these services has declined over 
the years. Whereas the contribution of 
taxes qn these services to total tax revenue 
in 1960-61 was 6.62 per cent, it declined 
to S.82 per cent in 1970-71 and to about 
4tSl per cent in 1988-89. Similarly, in 
terms of revenue from commodity taxes 
their contribution has dedined from 10.53 
pCT cent in 1960-61 to 8.20 per cent in 
1970-71 and to 5.81 per cent in 1988-89. 
Thus, the overall mobilisation of resources 
from the services sector has so far been 
negligible. 

In addition to the above taxes, hotel ser¬ 
vices are presently being taxed both by the 
centre and the sutes. In fact, there are a 
large number of taxes on these services. 
Suite governments levy hotel tariff tax at 
the rate of 10 per cent and sales tax at the 
rate of 7 per cent. While the former falls 
on the room tent, the latter is levied on 
the sales of food in the hotel. In addition. 


there is a tax levied on the luxuries pro¬ 
vided hy the hotel in the rooms for Mg- 
ing including air-ironditioning, telephone, 
television, radios, etc, al rates ranging 
from 5 per cent to 20 per cent. Also, the 
union government levies a tax at the rate 
of 20 per cent on room rent under the 
income tax law. The toud incidence of the 
lax consists of two components; (a) 30 per 
cent of the room rent and (b) luxury tax 
which is a progressive tax according to 
hotel tariff. 

Conclusion 

The analysis of the existing structure of 
the three important taxes suggests that the 
present system of commodity taxes in 
India is an uninlegrated one It is not a 
system in itself but a juxtaposition of a 
number of systems. Also, services arc 
generally excluded from the purview of 
taxation. 

Notes 

(The author is thankful to D N Rao for discus¬ 
sion on the original draft of the paper. He fs 
also grateful to I S Culati for very useful 
comments on the paper.] 

1 The hix Reforms Committee (TRC) has 
already submitted recommendations in its 
Interim as well as Final (Ran I) Repons. We 
would refer to their recommendations as the 
TRC solution. See Government of India 
(1991) and (1992). 

2 As of today the CST is being levied on inter¬ 
state sales only: coiuignments are exempt. 
However, it is proposed that this would also 
be included under tax in future. This would 
aggravate the adverse economic effects. See 
Purohit, (1990b). 

3 For union excise duties, such a recommen¬ 
dation has already been made by the Tax 
Reforms Committee. For sales tax as well 
such recommendations have been made for 
some states. See for example CheUiah and 
Purohit (1985). 

4 As of today, only a few select services are 
Uxed by the states under spedfle provisions' 
of the Constitution. Thew include tax on 
electricity, transportation, entertainment, 
and professions. However, there is no such 
tax under the Union List. In addition to the 
above taxes, hotel services are presently 
being taxed both by the centre and the 
slates. In fact, there are a large number of 
taxes on these services. State governments 
levy hotel tariff tax al the rale of 10 per cent 
and sales lax al the rale of 7 per cent. While 
the former falls on the room rent the latter 
is levied on the sales of food in the hotel. 
In addition there is a tax levied on the 
luxuries provided by the hotel in the rooms 
for lodging including air-conditioning, 
telephone, television, radio, etc at the rates 
ranging from S per cent to 20 per cem. Also: 
the union government levies a tax at the rate 
of 20 per cent on room rent under the in¬ 
come tax law. The total incidence of the tax 
consists of 2 components (a) 30 per cent of 
the room rent and (b) luxury tax which is 
a progressive tax according to hotel tariff. 
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5 Such u analysis hai ewUcr been picwmed 
in a study ^ Lakdawala and NamUar 
(1972). Similar analysis it also presented in 
Purohit <197S). 

6 The report with these recommendations, 
submitted to the government of Maha* 
lathtia, was subsequently published. See 
IVahit (I97S). 

7 l^rofood Products vs Collector of Cemml 
Esipse. 

8 Sometimes the goods are transported from 
the factory to the godown of the manufac¬ 
turer. Even in this case GP-I is issued and 
UM collected at the lime of removal of 
goods. In some special cases there is a pro¬ 
vision for removal of dutiable goods from 
the facurry to warehouse without payment 
of tax. In such a case GP-2 is inued 
(Board’s teller F No 267/68/88-CX-8 dated 
June 10, 1988). 

9 Subsidiairy Gate Pass, called ceitincate in 
lieu of GP-I, is issued under the following 
circumstances where the consignmeni of 
duty paid inpuu moves first to another con¬ 
signee or destination and thereafter a part 
of it is supplied to a manufactum' availing 

MOOVAT: 

(i) where the original manufaciuicr retains the 
entire consignment covered by GP-I in his 
duty-paid godown and thereafter sends part 
of the consignment to the manufacturer; 
and 

<ii) where the original manufacturer supplies 
the duty-paid inputs to another person 
(dealer/st^ist, etc) who stoics them in a 
duty-paid godown and subsequently sup¬ 
plies inputs to different manufacturers. 

10 Instead of covering all importers and 
manufacturers, some states for the sake of 
convenieiice provide for a low exemption 
level. That is, the importers and manufac¬ 
turers above a particular turnover only are 
required to be registered with the depart¬ 
ment. For example; importers gel eiemption 
limit of Rs 10,000 aixl Rs 25,000 in Madhya 
Pradesh and Rajasthan, lespeaively; and 
of Rs 20,000 in tWesi Ben^. Similarly, 
manufacturers have exemption limit of 
Rs 40,000 and 30,000 in Himachal Pradesh 
and Rajasthan, respectively; of Rs 20,000 
in Madhya Pradesh, of Rs 1,00,000 in 
Haryana, of Rs 75,000 in Gujamt and 
Maharashim, and of Rs 30,000 in‘Uttar 
Pradesh and West Bengal. 

11 Under this system the intending importer is 
required to furnish details of goods to be 
imported and on application by him a per¬ 
mit would be issued, copies of which could 
be carried, on the nature quantity and value 
of goods to be imported. 

12 As stated earlier, a number of checkposis 
have been established on the borders of the 
states as well as in the vicinities of the big 
cities. Thicks carrying goods arc slopped at 
the checkposis for verification of goods 
against the road permit. 

13 This system prevails in many of the states. 

It is, however, restricted to some select com¬ 
modities only. 

14 The Tkx Reforms Committee has suggested 
that the maximum duty (basic + auxiliary) 
rale be reduced to 80 per cent by 1995-96 
and average rate of tariff to 50 per cent by 
1995-96 and to 25 per cent by 1988-89. See 
Government of India (1992). 


15 Accordi ng to a study of Phnehmukhi for the 
year 1982, the ERPincicata from 14.7per 
cent for 19 primary product sectors to 65.5 
per cent for six setni-pnxetsed piodua sec¬ 
tors and 86.4 per cent for S3 processed 
finished goods product sectors. See Panch- 
mukhi (1985). A similar negative iclation- 
ship between the level of protection and the 
share of value added in output estimated 
by GoMar and Saleem (1992) shows ERP 
for 1989-90 as follows: Basic goods 112.10, 
capital goods 72.60, consumer durables 
103.41, consumer non-duiAles 148.10, and 
intermediate goods 150.45 per cent. 

16 These inues were examined in derails in a 
study undertaken for the Ministry of 
Finance; See Purohit (1990a). 

17 The scheme of deemed credit has been in 
operation even before the mowat but its 
scope has now been increased. 
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New Economic Policy and Vulnerable Sections 

Rationale for Public Intervention 

V S Vyas 

There ate several areas where concerted public intervention is imperative if the poor have to participate in the 
growth which the New Economic Policy promises. 


SOME of the policy measures commonly 
known as the New Economic Policy 
(NEP) were t^hken a few years back. 
However, the name NEP given to the 
measures initiated since the beginning of 
1991 lias a significance both because of 
the comprehensiveness of the measures 
and the coherence of the whole package. 
As is Aow well known, NEP envisages a 
stabilisation pha.se and an adjustment 
programme. The two need not run strict¬ 
ly in a sequential order. In the present con¬ 
text, the stabilisation programme is more 
urgent and to a large extent the success 
of the adjustment phase depends on the 
success of the former. For conceptual 
clarity we may discuss these .separately. 

STABII.ISAMON PKtX'.KAMMt 

In India the stabilisation programme is 
aimed at restoring balance on the fiscal 
side as well as in external payments. The 
Fiscal imbalance was expressing itself in 
the growing budgetary deficit of the cen¬ 
tral government. The resultant deficit 
financing was the principal cause of the 
inflationary pressure in the economy. 
Rising prices not only seriously hit the 
fixed-income earners, they also made 
Indian products costlier and thereby non¬ 
competitive. An inflexible exchange rate 
further exacerbated the difficulties in 
securing export markets. There were 
periodic spurts in economic activities but 
the underlying trend of stagnation was 
easy to discern. 

The measures taken under the stabilisa¬ 
tion programme (SP) mainly revolved 
around curtailing the budgetary deficits 
on the one hand and devaluation and par¬ 
tial convertibility of Indian rupee on the 
other. The impact of these measures on 
the poor would depend on the speed and 
the content of these measures. F^r exam¬ 
ple, in the political set-up of our country 
one would not expect any cuts in defence 
expenditure or on the civil services or on 
some of the subsidies. The expenditure cut 
would most probably fall on the so-called 
welfare programmes or on capital expen¬ 
diture. These cuts can be avoided if we can 
raise enough resources through taxation. 
This route is seldom taken by developing 
countries including ours, since the more 
affluent sections have also greater political 
clout. In any event, raising taxes violates 


the spirit of Structural Adjustment 
Reforms as preached by the Bretton 
Woods institutions (who do make a possi¬ 
ble exception of tax on agricultural 
incomes). 

During the stabilisation phase attention 
to the poor and the vulnerable sections 
should be all the sharper. This is because 
of the acute and pervasive nature of 
poverty in India. More so because two im¬ 
portant planks of stabilisation policy, 
namely, curtailment of public expenditure 
and withdrawal of subsidies, can have im¬ 
portant repercussions on the employment 
situation and welfare level of the 
vulnerable sections. There is an urgent 
need for designing proper protective 
measures for the poor in this context. 

Curtailment in Public Expenditure: A 
cut-back in public investment, as much as 
the closure of the uneconomic units, leads 
to retrenchment of the workers particular¬ 
ly those who are easily dispensable. These 
belong, generally, to the unskilled, 
unorgani.scd and weaker sections. The im¬ 
pact of the cut in public expenditure may 
go beyond the difficulties to be faced by 
retrenched workers and may prove more 
damaging to the'poor. 

By cutting back on investment in the 
infrastructure, prospects for employment 
are further jeopardised; as infrastructure 
creation is more labour-intensive the im¬ 
pact on employment is also more serious. 
Secondly, infrastructure has strong for¬ 
ward linkages with .several other economic 
activities. A curtailment of investment in 
infrastructure will have a multiplier effect 
on unemployment. A cut-back in the 
welfare activities will have an additional 
debilitating impact on the vulrieraule sec¬ 
tions. A decline in investment in health or 
education or nutrition even if filled in by 
the private entrepreneurs will deprive the 
poorer sections of the basic avenues of 
self-improvement. 

Subsidies: The arguments for reducing 
subsidies are very strong at the theoretical 
level. Apart from their macro level im¬ 
plications, i e, in generating inflationary 
pressures, they are counter-productive as 
they take away the incentive from the 
beneficiaries to become self-reliant. They 
conceal the true social cost of an enter¬ 
prise or a product. The most important 
argument against subsidies is that they are 
difficult to target. Rarely they reach the 


right group for any length of time. There 
arc, however, two powerful arguments in 
favour of subsidies; one is the famous 
’infant indusiiy' argument which does not 
need any elaboration. Another major 
argument is in lerins of transfer of income 
from more atflneni groups to less affluent 
groups. 

From the perspective of the poor, two 
types of subsidies are more important in 
this context: agricultural input subsidies 
and food subsidies, accounting for nearly 
Rs 3,444 crore and Rs 2,572 crore in 
1987-88 (at 1980-81 prices) respectively. 

Among the agricultural input subsidies, 
that on fertilisers has attracted mote 
attention. The finance minister has in¬ 
stituted a 30 per cent cut in these sub¬ 
sidies. There is a general view that the 
incidence of these cuts would be more 
adverse for the backward regions and the 
small farmers who are the ‘late users'. 
TheM effects will be compounded if the 
farm prices art raised to compensate the 
agricultural producers for the rise in the 
fertiliser prices. In that case only those 
farmers would benefit who have a 
marketable surplus. On the other hand, 
marginal farmers and landless labourers 
will have to pay higher prices for an essen¬ 
tial commodity like food. What is sug¬ 
gested is an orderly withdrawal of the 
input subsidies, by taking into account the 
repercussion on agricultural production, 
regional imbalances and incentive struc¬ 
ture of the ‘late users’. 

In the present context of a sizeable 
number of people suffering from mal¬ 
nutrition and under-nutrition there is still 
less justification for any drastic cut in the 
food subsidies, which arc in the nature of 
transfer of income from the more well-to- 
do to the less well-to-do. This, of course, 
assumes that the food subsidies are well 
targeted. In any event, the implications of 
the removal of the inputs and the food 
subsidies in a country like ours are a lot 
more complicated and do not permit a 
doctrinaire approach. 

To piotect the vulnerable sections and 
to compensate those affected by reforms 
various steps are taken. Vk will discuss 
two measures which have overriding im¬ 
portance in our context, i e. compensation 
(or and rehabilitation of the retrenched 
workers and public distribution of essen¬ 
tial commodities. 
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the Retrenched Wurkerrl Because of the 
curtaJImenl of public expenditure and an 
Vxit’ policy for the inefficient public sec¬ 
tor as well as private sector units, a 
numbei of the employed can lose their 
jobs and join the ranks of the ‘new poor*. 
There is a need to provide them immediate 
help as well as to make arrangements for 
their training for more viable activities. 
Precisely with these objectives a National 
Renewal Fund (NRF) was established in 
January 1992. The initial budgetary pro¬ 
vision for the fund amounts to Rs 200 
crore. Substantial assistance is expected 
from the International Development 
Association (IDA) and from voluntary 
contributions of industry and states. Some 
amount has also been earmarked from the 
Jawahar Rozgar Yojana for similar pur¬ 
poses, but in this case for rural unorganis¬ 
ed workers. 

No details seem to have been yet work¬ 
ed out for the modus operandi of the 
fund. The fund in order to be useful to 
the affected workers has to be related to 
the speed with which the reforms are to 
be pursued and its organisational struc¬ 
ture has to ensure speedy and effective 
steps. The fact that the general policy 
thrust is towards curtailment of govern¬ 
ment expenditure and dive.stment of 
public sector units, one would have 
expected a great deal of importance to be 
attached to such a fund. But unfortunate¬ 
ly the expected level of seriousness is not 
evident. The proposal seems to have been 
made, at be.st, as a humanitarian gesture. 

Public Distribution System: Since the 
days of the second world war, India has 
been pursuing a policy of public distribu¬ 
tion of essential commodities. Over the 
years the Public Distribution System 
(PDS) has been made more extensive both 
in terms of commodities covered and area 
served. In recent years the system has been 
euunined in detail by scholars in different 
parts of the country. It has come under 
serious criticism in terms of its objectives, 
costs and the impact on the poor. These 
criticisms have become more strident in 
the context of the NEP. We should review 
them briefly before arriving at any 
conclusion. 

It is true that there is no clarity about 
the objective of PDS. Is it aimed to hold 
down the general price level, a sort of anti- 
inflationary device? if so, this task is loo 
ambitiou.s. A few scholars have attempted 
to quantify the amount of the com¬ 
modities needed for such ‘open market 
operations’. It is quite clear that to run a 
system with an objective of stabilising the 
price level of even a few commodities, say, 
foodgrains, is beyond our administrative 
and Hscal capacity. 1$ the system design¬ 
ed to make available ull the goods of daily 


dse books, whenever any scarcity is 
experienced in their availaMlity? Again, 
this is beyond the organisational capacity 
of a system run by the bureaucracy. 

Nor will everyone agree that it is the 
state’s responsibility to procure and 
distribute every ’essential’ good the price 
of which shows an upward movement. 
After all price does perform a critical role 
in the allocation of resources by enter¬ 
prises. Besides, it is neither possible nor 
desirable to meet the requirements of each 
and every household for what it considers 
an essential commodity. So long as there 
is a market for goods and services, the 
state need not intervene to ‘regulate’ the 
prices unless there is a clear case of foul 
play, collusion or unfair practices. 
Through the PDS the staters operations 
should be limited to provide the basic 
necessities to the ptxtrest sections. 

There are objections even to such a 
limited, well targeted, PDS. The ‘leakages’ 
in the system are pointed out as one argu¬ 
ment against PDS; and it is asserted that 
the same amount invested in employment 
generating schemes would yield better 
results for the poor. These arguments are 
not tenable. There ate ‘leakages' in the 
employment schemes alsa Besides, for a 
basic necessity like food a minimum of 
security must be assured to the vulnerable 
sections. A subsidised PI^ for well 
targeted groups is the best form of food 
security that we have been able to Find 
out. 

This does not mean that there is no 
scope for improvement in PDS. The ob¬ 
jectives have to be well deftned, the costs 
have to be controlled and targeting should 
be more effective. One of the main prere¬ 
quisites for the latter is to decentralise the 
operations. 

Structural AojusTMbNT PRtxiRAMME 

it is assumed that once the decks are 
cleared, by correcting the fiscal imbalance 
and by a realistic alignment of the value 
of the domestic currency, other policy 
measures designated as Structural Ad just¬ 
ment (SA) can accelerate the pace of 
economic growth. These measures can be 
broadly classified into two categories; 

(a) deregulation and privatisation of 
domestic economic activities, i e, dc- 
bureaucratisation and encouragment to 
competition in domestic markets, and 

(b) globalisation of the Indian economy. 
SeWral steps under these two categories 
were taken during the prime ministership 
of Rajiv Gandhi. However, a logically 
more consistent package is being tried out 
only since 1991. It is not germane to the 
present discussion as to at whose instance 
these measures were initiated; we are in- 


the poor. 

‘Spread ^^ts' of Economic Growth: 
The proponents of NEP do not rule out 
state intervention in favour of the poor, 
but they consider that the really effective 
weapon for poverty alleviation is ac¬ 
celerated economic growth. It is the 
‘trickle down’ or the ’spread’ of growth 
on which major reliance is placed. There 
are two implicit assumptions underlying 
this approach. The first assumption is that 
NEP will lead to accelerated growth. 
Historical evidence in this regard is, to put 
it mildly, inconclusive. The second 
assumption is that economic growth will 
lead to poverty alleviation. We are more 
concerned with the latter assumption. 

We have in India the experience of the 
states registering different growth rates 
and their performance in poverty allevia¬ 
tion. Without going into details I would 
like to highlight three main lessons from 
the Indian experience. 

(i) The rate of economic growth has to 
be fairly high, say, 6 to 8 per cent per 
annum or more, to have a mca.surable 
‘trickle-down’ effect. 

(ii) The composition of growth is as 
important as the rate of growth; an 
agriculture-led growth is likely to 
have a more significant impact on 
alleviating poverty. 

(iii) The spread effect of growth is likely 
to be faster if it is accompanied by 
investment in infrastructure and in 
human resource development. 

The Indian experience also suggests 
that faster economic growth with all these 
qualifications may only affect the 
economic aspects of poverty, but if we 
consider the social handicaps of the poor 
as well, these may not be corret ted even 
with fast economic growth. Even among 
those households who have crossed the 
economically determined poverty-line one 
may find low level df literacy, low 
standards of child and mother care, 
discrimination against women, etc Thus, 
in the Indian context, to have a favourable 
impact on the poor households, i e; to 
generate employment and to provide for 
the long-term opportunity for growth, 
public investment in some of the sectors, 
especially infrastructure and agriculture, 
needs to be augmented, and protective 
measures like NRF and the public 
distribution of the essential foodgrains 
have to be further strengthened. On these 
issues we have dwelt above There is a fur¬ 
ther need to make the markets ‘poor- 
friendly’. This last aspect needs some 
elaboration. 

Markets and the Poor. The poor are 
handicapped in responding to market 
signals at two levels. They find entry into 
the markets very difficult, especially those 
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who do not have assets or skills. Second, 
even when they enter the market they are 
not able to obtein fair returns. The latter 
because of the low ‘reserve price' they set 
for themselves and the high transaction 
costs which the oQier transacting party 
has to incur. There is also an overarching 
consideration of rislti which the poor have 
to take into account, ^he state has an im¬ 
portant role in mamng markets ‘poor- 
friendly’ by strengthening the asset base 
of the poor, by helping in the reduction 
of transaction costs and in creating an en¬ 
vironment for steady growth. 

In our country efforts were made to 
provide assets to the rural poor through 
the land reform programme. At least this 
was one of the objectives of the land 
reforms programme, e g, of the land ceil¬ 
ing legislation. However, the failure in this 
respect is more or less total. The extent 
of the failure and the reasons thereof are 
well researched and well documented. 1 
will not go into them, it will be unrealistic 
to assume that we can once again revive 
these measures and obtain any great suc¬ 
cess. Re-distributive land reform was a 
good idea, but its days are gone. 

Current efforts under Integrated Rural 
Development Programme (IRDP) are in 
the same direction. There are several 
evaluative studies on this programme. 
These studies have pointed out the high 
costs and limited benefits of the p.^o- 
gramme as well as the large 'leakages’ 
under this effort, the latter mainly because 
the non-poor try to pre-empt the benefits 
meant for the poor. At the same time, 
these .studies, or must of these studies, 
have also shown that the weaknesses 
observed under IRDP are being pro¬ 
gressively reduced. Still there is a long way 
to go but the progressive improvement in 
the implementation of the programme 
makes one more hopeful. 

There is a similar but less ambitious 
programme for skill formation, known as 
TRYSEM. What has been said about 
IRDP applies more or less in the same 
measure to this programme also However, 
the progress under the programme is 
much slower. During the Seventh Plan 
hardly 6 to 7 per cent of the IRDP 
beneficiaries were trained under 
TRYSEM. An in-depth review of the pro¬ 
gramme done the researchers at the 
Institute of Development Studies, Jaipur, 
has pointed out two major weaknesses, 
very little inter-action with the 
beneficiaries at the grassroots level and 
lack of concern for responding to real 
market demand. 

Under the new policy dispensation both 
these programmes. IRDP and TRYSEM, 
deserve greater support if we want the 
poor to take advantage of market 
development. 


Relevant Markeir. There are three 
markets which are particularly relevant to 
the poor: labour market, product market 
and credit market. In all these tnarkets the 
poor are handicapped. The functioning of 
the rural labour market can illustrate the 
situation faced by the poor. 

Most of the poor households have only 
their physical labour to sell. A study of 
the labour markets will suggest that real 
wages have been, by and large, stagnating 
during the last decade or so, including in 
areas where agricultural productivity has 
considerably increased. This is mainly 
because the growth in employment oppor¬ 
tunities has not kept pace with the growth 
in the labour force. And partly because 
the labour market is segmented, people 
cannot move out easily from the areas of 
low wages to the areas of high wages. 
Also, because of the dependence of 
labourers on the same employers in more 
than one market (a phenomenon known 
as inter-locked markets)—the same labour 
household being dependent on the same 
employer not only for employment but 
also for credit or land, the latter if it-hap¬ 
pens to be a household of sharecroppers— 
their bargaining capacity is circumscribed. 

It is not only the low ‘reserve price’ of 
the poor that the non-poor take advan¬ 
tage of but as the transactions with the 
poor, especially in the product and credit 
markets, are numerous but small, the tran¬ 
saction costs are also high. This applies 
as much to the public institutions which 
arc established with the clear objective of 
giving support to the poor households, 
c g, state-run credit institutions, co¬ 
operatives. etc, as to private pront-secking 
establishments. In other words, there is a 
lack of congruence between the recipient 
system and the delivery system. 

In all such cases action has to start at 
two levels. At the recipient level there is 
a need for the organisation of the poor. 
Wherever the poor have been organised, 
whether the organisation is rural workers’ 
trade unions as in Kerala, or the co¬ 
operative societies of the .small milk- 
producers as in Gujarat, the results have 
been very satisfactory. At the same time 
the delivery system has also to adapt to 
the requirements of the small producers 
and borrowers. There are several examples 
of innovations in delivery arrangements 
to meet the requirements of poor hou.se- 
hdlds without necessarily incurring high 
costs. The Grameen Bank in Bangladesh 
and SEWA in India provide good 
examples. 


Sl.iMMINt, Ul' 

There are several areas where concerted 
action is indicated if the poor have to pai- 
ticipatc in the growth which NEP pro 


mises. Prominent among these are: 

(i) Greater investment in infrastructure 
to facilitate the ‘spread effect’ of 
economic growth and to generate 
productive employment. 

(ii) Greater investment in human resource 
development to strengthen the reci¬ 
pient system and improve its .social 
status. 

(iii) Greater emphasis on programmes like 
IRDP and TRYSEM to provide an 
asset and skill base to the poor. 

(iv) Strengthening a well targeted PDS 
catering to the basic needs of the 
poor. 

(v) Devising adequate and timely social 
security measures for the ‘new poor’. 

i-\cn while taking these measures the 
basic tenets of NEP should not be lost 
sight of. Fur example, 

(a) although there are some spheres where 
only the state can take action, e g. in¬ 
stitutional reforms, there are several 
other areas where private initiative 
and social action should be given 
preference; 

(b) the stale should not embark on pro¬ 
grammes either with its own resources 
or with borrowed funds which are 
likely to remain a liability In the 
future; 

(c) as in the case of the major initiatives, 
even individual projects should be 
subjected to the test of sustainability; 
even if subsidies are involved, one 
should be clear on the questions, ‘for 
whom?’ and ‘foi how long?’. 

While pursuing the old economic 
policies it was never seriously questioned 
how they were likely to beneFii the poorest 
of the poor, the ‘daridra narayan’. Ixt us 
not make this mistake once again. 

I An enlarged version of the presentation made 
ai the National ('onsuliation on New Economic 
Policy and the Vulnerahir Sections, held under 
the auspices of the lii.stitute of Development 
Studies, Jaipur] 
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Rural Employment Programmes 

Case for Involving Voluntary Organisations 

S (»alal> 

This article examines the role and relevance of rural employment generation programmes in the Anantapur 
district in Andhra Pradesh and suggests that the close participation of voluntary agencies in the programmes 
would enhance their effectiveness. 


RURAL employmcni programmes 
(REPs) such as the National Rural 
Employment Programme (NREP)and the 
Rural Landless Employment Guarantee 
Programme (RLECiP), have been among 
the major anti-poverty programmes in 
India since the early l9X0s. The>‘ were for¬ 
mulated with the objectives of providing 
employment, creating productive and 
durable assets and improving 'he overall 
quality of life in rural areas. 1 hese pro¬ 
grammes were also expected to contribute 
to the improvement of wages in the slack 
season and stabilisation of wages at the 
stipulated minimum wage level and to a 
rise in the agiicullural output as well as 
the demand for labour in the long run. 
Among other factors, the succe.ss of these 
programmes depends on the extent to 
which productive a.ssets in agriculture and 
other related sectors are actually created. 

The nature and incidence of unemploy¬ 
ment and poverty depend on the function¬ 
ing of the labour market and other factors 
in the rural economy. A recent study on 
the functioning of labour markets in the 
agriculturally developed and backward 
regions of Andhra Pradesh has revealed 
that in contrast to backward regions, the 
agriculturally prosperous regions were 
characterised by higher wage rates but 
with higher levels of unemployment, lower 
rales of participation in woik, and lower 
levels of poverty.' It follows that the 
REPs must contribute to the improvement 
in the wage rales as well as in employment 
in the backward regions, while in the 
developed regions they have to concentrate 
on the improvement in employment op¬ 
portunities. It is, therefore, clear that the 
REPs have to play roles specific to the 
regions, given their diversity. 

I his study examines the functioning of 
REPs in Ananupur district of Andhra 
Pradesh.^ Anantapur is a drought-prone 
and backward district, which gets a scanty 
rainfall each year on the average (S44 
mm), with only 16 per cent of the land 
cultivated under irrigation. Agriculture is 
seasonal, highly uncertain and risk-prone. 
A considerable area is under subsi.stence 
crops. Yet, 76 per cent of the rural work¬ 
force depends on agriculture for its liveli¬ 
hood. The labour market is supply-based, 
and the demand for labour is low. espe¬ 
cially in the agricultural off-season. This 
results in low wage rates even though 
labour participation rates are high. The 
rural poor have to work under all condi¬ 


tions for minimum subsistence. The com¬ 
bination of these factors results in a .situa¬ 
tion in which higher levels of employment 
and poverty go hand in hand, contrary to 
the expectation that these two should be 
negatively correlated.' Intervention 
through REPs under such circumstances 
has to ensure adequate employment to the 
workers at the minimum wage rate during 
the agricultural lean season so that the 
off-season wages can rise and stabilise at 
a satisfactory level. This demands that the 
benefits, in full, fiom the programmes 
should reach the workers who participate 
in the process of creation of assets under¬ 
taken under the REPs. But ensuring the 
full benefits to the workers ultimately 
depends upon the nature of the agencies 
which are assigned the responsibility of 
executing the works and on factors like the 
allocation of adequate funds—commen¬ 
surate with the dimension of the problems 
of poverty and unemployment specific to 
the regions—and proper institutional ar¬ 
rangements at diflerent levels to ensure 
effective planning, implementation and 
monitoring systems. In this context, this 
paper addresses itself to the following 
specific issues: 

(i) Which are the agencies involved in 
executing the woiks undertaken under 
REPs? 

(ii) Are contraciors/middlemen involv¬ 
ed, besides? 

(iii) What is the nature of the conlrac- 
tors/middlcmcn? 

(iv) Do the benefits of the REPs fully 
reach the workers who participate in the 
works? Is there any possibility for stabilis¬ 
ing the agricultural off-season wages at 
the minimum wage level? And, can the 
quality of assets be ensured? 

MkiitouotcxiV 

The works undertaken under REPs ..an 
be classified into two categories, si/, 
works benefiting the community as a 
whole and those benefiting only indi¬ 
viduals. Community works include roads 
and buildings: internal roads, drinking 
water and infrastructure facilities in the 
colonics inhabiied by the scheduled castes 
and scheduled tribe's: and social forestry- 
works unelertaken by the panchayat raj 
(engineering) department, bousing coi- 
po'iition and loiest department respec¬ 
tively. The picsent analysis js confined ie> 
the building and reiad works undertaken 


by panchayat raj (engineering) department 
of /ilia praja parishad as these works e'on- 
stitute a major portion of community 
works tinder REPs. However, in the case 
of individual works, activities undertaken 
by all the departments are considered. In 
order to assess the role of the different 
agencies, data on agencies which executed 
the works in the .sample mandals during 
the period between I9g.t-K4 and 1988-89 
were collected Ironi the panchayat raj 
(engineering) department, whereas in the 
case of individual asset.s, data have been 
obtained from individual beneficiaries in 
the sample villages of selected mandals. 
The data so collected have been sup¬ 
plemented by discussions with officials, 
non-officials and the executing agencies 
and the woi kers who have participated in 
the works undertaken under REPs. 

I-INDINI is 

Accoidiiig lo the guidelines issued from 
lime lo time, the community works should 
be executed by the village agencies, vir, 
gram panchayat, village developtnenl 
committee,-' and labour co-o|Kraiives. In 
case of school buildings among the com¬ 
munity works, parental cominitiee and 
school committee may be involved. In case 
ail the.se agencies lefiise to undertake the 
works, the voluntary organisation and 
ultimately the department concerned may 
undertake the responsibility of executing 
the works. In ca.se oi individual works the 
individual IreiK'ficiaries should execute the 
works. In any ca.se, contractors or iniddie- 
nien or any such nilerihediale agency 
should not be engaged. I his is >o ensure 
the full benefits of wages to the workers 
and ihe quality ut assets, l urihcr it is in¬ 
tended lo avoid outside labour and escala¬ 
tion in the cost of works. I lie department 
should follow priorities in idcniifyng an 
agenc-y- lor the execution of community 
works. The priorities can te represented 
through a How diagram as shown in 
l-igure I. I hese agencies are ultimately 
responsible for the construction of assets 
a.s well as the payment of minimum wages 
and disiribiiiion of foodgrains as a part 
of wages to the workers who participate 
in the creation of assets. The departments 
concerned I'rovidc technical support and 
monitor the construction of assets and 
payment of wages to the workers. 

1 he data collected from the panchayat 
raj (engineering) department reveal that 


Economic and Political Weekly March 6, I99J 


409 



Figure I; Priority Pattern of Panchavat Raj 
(Engineering) oemrtment for Identifying 
imfi.f.mknting/Executinc agencies for Executing 
THE Works under REPs 


PANCHAYAT RAJ (ENGINEERING) DEPARTMENT 

viafii i» ”1 
Tqhen up | 


I fo il 


Nouf. I GRP—C'lram panchayai, St.VPC—schgol/parcntal comQiiiiee, LC—labour co operaiive. 

VO—voluniary organisation. 

• 

2 No—indicates the refusal of the agency to take up the work. 

3 Yes—indicates the acccpiancc of agency to lake up the work. 

4 The Roman figures (i e, I. II, III, IV) indicates the priorities. 

5 in case of school building works, the PR department refers to the SC'/ P(' betore 
referring to VDC after the decline of GRP to lake up ihe works. 


WofIi is Woi 

rphtnop i Tnktn 



four agencies, viz, gram panchayai, school 
committee/parental committee, village 
development committee and the depart¬ 
ment itself were involved in the execution 
of works. The last two agencies had a 
dominant role (Figure 2). But, over the 
years, the role of the department had been 
declining, while that of the village 
development committee had been increas¬ 
ing (Figure 3). Interestingly, voluntary 
organisations and labour co- operatives 
were not involved at all. The issue in ques¬ 
tion is whether these agencies executed the 
works themselves without engaging con¬ 
tractors. The data show that ail the four 
agencies had engaged contractors who can 


be classified under two categories, viz, 
professionals and Ttrst generation’. The 
first generation contractors (FGCs) are 
usually locals. Professional contractors 
usually have labour groups, including 
skilled and uitskilled workers, and they are 
migratory with no base in the local village 
society or economy. This distinguishes 
them from the FGCs, and also makes a 
significant difference to the local com¬ 
munity when they, rather than the FGCs 
are employed to execute works under 
REPs. 

The village agencies, viz. gram pan- 
chayats, school/parental committees and 
village development committees, especial¬ 
ly the first two, have mostly tended to 
employ FGCs, while the departments had 
more often used professional contractors 
(Figure 4). In the case of individual assets 
also contractors were engaged, but this 
practice was specific to the nature of the 
asset. The beneficiaries of farm forestry 
schemes, by and large, did not engage con¬ 
tractors, while those of community irriga¬ 
tion wells and housing often did so. But 
none of the beneficiaries of rural sanita¬ 
tion works could avoid contractors. This 
indicates that contractors were engaged in 
case of assets which have skilled work 
component. The contractors engaged in 
the case of housing and rural sanitation 
works were invariably FGCs, while in the 


case of community irr^tion wells they 
were always non-local profesdonals who 
bring their own labour groups. 

In as far as the negative results of this 
practice (of employing c'ontractors) are 
concerned, the FGCs do not differ from 
the professionals. But there are certain ad¬ 
vantages when the former are used in the 
implementation of the programmes. The 
LFGs were mostly from the places of the 
works sanctioned. Hence they employed 
local labour as far as possible and as a 
result of which local wage rates may be 
influenced. Further, they were not profes¬ 
sionals in the sense that they did not take 
up contracting as a full time job.- Agricul¬ 
ture was their primary occupation, and 
they had more sensitivity to the peak and 
slack seasons of local agricultural activity. 

There were also certain disadvantages 
when FGCs were entrusted with the imple¬ 
mentation of the programmes. The expen¬ 
diture they incurred in going around the 
offices for fulfilling various official for¬ 
malities formed a considerable proportion 
of their profits derived from one or two 
works undertaken. But professionals 
could distribute the expenditure incurred 
among different works undertaken. Fur¬ 
ther, if excess payments were made to 
labourers, espeoially to stone cutters/metal 
breakers in some instances, they could be 
recouped in other works. So, while pro¬ 
fessionals rarely lost in the form of excess 
wage payments, the FGCs did lost Thus, 
FGCs suffered from (he problems of 
di.seconomies of scale since they did not 
undertake more than one or two works. 
I'his resulted either in delay or incomple- 
(ion of works and poor quality of assets. 
For instance, the department issued 
‘memos’ to the FGCs for expediting the 
work in case of works delayed abnormally. 
The FGCs did not respond at all in many 
casw. Ultimately, the department could 
not do anything except cancelling the 
work order and initiating attempts to 
assign the work to others. This process led 
to further delay in completion of some of 
the works.-But the department does have 
several ways of controlling professional 
contractors and hence they can get the 
work completed from them by one means 
or the other. 

The professional contractors generally 
neither pay the minimum wages nor distri¬ 
bute subsidised foodgrains as part of 
wages to the workers engaged in the pro¬ 
cess of creation of assets. This is evident 
from the literature. The FGCs do not dif¬ 
fer from the professionals in this regard. 
The data collected from the works in this 
regard reveal that the minimum wages 
were paid to the male workers but not to 
the female workers. Foodgrains were not 
distributed to all the workers. Only S per 
cent of the workers had received fo^- 
grains. The official procedures for mak¬ 
ing payments, inadequate staff of the 
departments, the attraction of subsidy in 
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r-iciURE 4: Distribution of Works Taken Up 
By type of contractors—Agencywisc 



the price of foodgrains, and sub-contract¬ 
ing practice in the process of creation of 
assets denied the worken from receiving 
the subsidised foodgrains. In actual prac¬ 
tice. the work has to be executed up to a 
specified level. Then, the valuation is done 
for the work completed by the assistant 
engineer, it is checked and re-checked by 
the officials concerned, and only then 
payments are made. After that nominees/ 
beneficiaries make payment to the 
workers. This process takes at least 15 Ur 
30 days. But since the workers cannot wail 
this long, the nominee/beneficiary pays 
them in cash. Alternatively, a few 


nominees make agreements with the pro¬ 
visions shops for the issue of required 
commodities to the workers. Above all, 
the recovery of security deposits by the 
departments from the payments to be 
made to the nominees led to a lower cash 
component and a higher food component 
in payments. This ultimately forced the 
nominees to convert the foodgrains into 
cash. Thus the workers were denied sub¬ 
sidised foodgrains. 

Foodgrains can reach the workers if 
workers are paid in terms of foodgrains 
along with the cash component at the 
worksite on every working day. If this is 


to be practicable certain picconditions 
have to be met. Advance payments in 
terms of cash and foodgiain should be 
made to the nominee/teneficiary. The 
work inspectors at the village level should 
see to it that minimum wages as well as 
foodgrains arc paid daily to the worker by 
the nominccs/beneficiaries. But the 
discussions with the officials reveal that 
their experience with the practice of mak¬ 
ing advances to the nominees/beneficia- 
ries did not contribute to expedite the 
works. The officials also stated that it was 
not feasible to keep one work inspector 
at each worksite due to inadequate staff. 
But the nominees/bencficiaries reported 
that non-payment of advances during the 
process of the execution of the work 
causes a lot of inconvenience to them, 
bccau.se they cannot ask the labour engag¬ 
ed to wait till the payment is made by the 
department concerned. The beneficiaries 
further reported that thev require pay¬ 
ments in advance to sustain themselves 
during the process of executing works. In¬ 
stead of giving advances, the department 
can arrange for the payment of wages in 
terms of cash and kind daily by valuing 
the work done every day. This, however, 
may not be possible because of two fac¬ 
tors. The valuation of the work has to be 
checked by the deputy executive engineer/ 
executive engineer and the valuation of the 
work can be approved only (hen. If this 
is the ca.se. the deputy executive engi- 
neer/executivc engineer, cannot inspect all 
worksites in a day. On the other hand, the 
department docs not possess adequate 
transportation facilities to carry food- 
grains to each and evciy worksite daily. 
Moreover, the woik load of the panchayat 
raj department has multiplied several 
times with more or less ihe same staff 
strength over the years (Figures 5 and 6). 
Hence, the payment of foodgrains and 
cash among all the worksites on a daily 
basis is nut possible for Ihe departments 
concerned. 

There is a wide gap between the price 
at which the foodgrains are distributed to 
the workcis of KEPs and the price at 
which they are available in the open 
market . 1'hc coniractois sell the food- 
grains in open market and appropriate the 
subsidy. It was observed that sub¬ 
contracting IS in practice in the process of 
creation of an as.sci. It was also observed 
that the degree of sub contracting in¬ 
fluences the bcncfiis to the wurkcrva.s well 
as the quality of the assets. These latter 
tend to diminish with the presence of sub¬ 
contracting. Further, the involvement of 
contractors has resulted in the leakages in 
terms of employment, investment and in¬ 
come by 32 per cent, 37 per cent and 33 
per cent, rc.spcctively due to payment of 
wages lower than those prescribed to the 
workers and entry of non-poor house¬ 
holds into the prtrgrammes.' (For a com¬ 
parative picture of professional contrac¬ 
tors and FCiC's see Annexure). 
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FIGURE S: WORK Loro of SUB-OlVISiON OP ra DBERUTMENT 



Mguke 6: Work Loai> ok I'R division 



CONCUUSION 

li is. therefore, clear that irrespective of 
ihe intentions of the government the 
employment of contractors cannot be 
avoided. But this study indicates that, if 
contractors have to be employed, it would 
be better to assign the responsibility of ex¬ 
ecuting works to FGCs since they at least 
employ local labour. If this is the case, the 
next question is what are the agencies to 
be preferred for assigning works. Obvious¬ 
ly. as the data'Show the FGCs: that is gram 
panchayats, school/parental committee 
and village development committee 
(Figure 4). These agencies ensure the par¬ 


ticipation of people to a certain extent. If 
the department assigns a work to a pro¬ 
fessional who is not locally resident and 
employs outside labour, people do not feel 
the REPs are ‘people’s programmes', but 
are official programmes’. However, full 
benefits of wages to workers, the quality 
of assets, and non-escalation in the cost 
of works cannot be assured even if works 
are assigned to the afore-mentioned agen¬ 
cies. But ihe.se problems can be solved if 
voluntary organisations (VOs) are involv¬ 
ed extensively in executing the works. 

The advances can be given to the VOs 
which can take the responsibility for ex¬ 


ecuting the work and pqnng the minimum 
wages (partly in kind and partly in cash, 
daily) in accordance with specifications. 
The sub-contracting system, which is 
hindering the flow of full benefits to the 
works, can also be controlled. Above all, 
the VOs can motivate the beneficiaries of 
the individual assets and involve them 
fully in the process of creation of these 
assets. All the material possible and re¬ 
quired can be manufactured with the full 
participation and co-ordination of the 
beneficiaries. This would result in more 
gains in employment and income to the 
beneficiaries, if the VOs are involved in 
the REPs, there is also more scope for in¬ 
creasing the wages in the agricultural off¬ 
season, as they employ local labour, and 
since the VOs are non-profit making 
organisations. Because the identification 
of beneficiaries would also be done with 
people’s knowledge and participation, 
there would be considerable .scope for 
plugging the leakages due to the selection 
of non-poor beneficiaries. This would 
eliminate the other implementation pro¬ 
blems like ensuring the^uality of assets 
and organising the individual beneficiaries 
in getting the sanctioned assets completed 
as the VOs are a body of people devoted 
to the welfare of poor and not subject to 
external control. 

The benefits, in full, could flow to the 
target groups from th^ programmes meant 
for them, if voluntary organisations are 
involved in the implementation of tho.se 
programmes. The literature on voluntary 
organisations provides substantial evidence 
for this.'* The advantages that would be 
realised due to the involvement of VOs in 
REPs are presented in the Annexure, 
which clearly indicates the need for the 
active involvement of VOs in ongoing 
REPs. 


INotoH 

rrhe author is highly grateful to N Krishnaji 
and R Radhakrishna for their valuable sugges¬ 
tions and encouragement given in preparing this 
article. Kanakalatha Mukund's encouragement 
in all respects in preparing this article is highly 
acknowledged.] 

1 For details see R Radhakrishna et al |I988|. 

2 This paper is based on the .tudy, ‘Evalua¬ 
tion of Rural Employment Programmes in 
Droughi-Pronc Region of Andhra Pradesh* 
A Case of Anantapur District’, conducted by 
S Galab, Centre for Economic and Social 
Studies, Hyderabad (forthcoming). 

3 I-or details see S Galab op cil. 

4 The village development committee includes 
elected peoples' representatives, elite of the 
village and government officials. The forma¬ 
tion of village development committee is con¬ 
suming quite some time The president, gram 
panchayai has to call for an emergency 
meeting of the elected body of gram pan¬ 
chayai to take a decision regarding forma¬ 
tion of village development committee and 
thereby lo nominate a person to undertake 
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Annexure 

A CoMMRisoN E^rrcT Of Involvement ol Different Impi ementinc Aoenltes on Impl ementation Process of REPs 


Aspects of (he Implementation of REPs 


Category of Implem enti ng Agencies 


No 

Professional 

Contractors 

FGCs 

VOs 

1 Stabilisation of wages 

No 

VfS 

Yes 

2 Escalation in project costs 

Vks 

Vk 

No 

3 Ensuring benerus to the workers participated in the process of creation of 
an asset 

(i) Riymeni of minimum wages 

No 

No 

\Srs 

(ii) Distribution of foodgrains as a part of wages, as per the stipulations 

No 

No 

Yes 

4 Quality of assets 

Cannot be ensured 

Cannot be ensured 

Can be ensured 

3 Scheduling of the execution of works as per the peak and off agricultural 

seasons of the region 

No 

Yes 

Yk 

6 Completion of the assets 

Takes less time 
than the l-'CCs 

Ikkes more time 
than (he profes¬ 
sional contractors 

Ihkes least time 

7 Control of the department 

More control 

less control 

More control 

8 Ensuring of benefits to the deserving sections 

No 

No 

Yts 

9 Mofivaie and organise the beneficiaries of individual assets of execute the 

work on their own 

No 

No 

Yes 

10 Daily wage payments to the workers along with foodgrains 

No 

No 

Yes 

II Manufacturing of raw materials like bricks, etc, required for the construc¬ 
tion of their houses and rural sanitation works sanctioned under REPs by 

the beneficiaries themselves 

No 

No 

Yes 

12 Need to strengthen the grassroots lerel machinery by increasing (he staff 
at grassroots level which demands financial commitment on the part of 

the government to ensure effective implementation machinery 

Ws 

Yes 

No 


work. It is delayed for want of quorum for 
the meeting of elected body of gram 
panchayais. 

5 The loss in investment has been arrived at 
by multiplying the number of days, appro¬ 
priated by non-poor, with the cost of a man- 
day which is estimated using wage, non-wage 
ratio at 50:30 level. In the case of the 
leakagca, the loss in the investment has been 
•trivad fw the basis of the inve st ment re¬ 
quired w tcneiatc the volume of leakage in 
the inoorec to be accrued to the workers. 

« SecfbrhMBnccUVNamryuhicifdimSl. 
R AnMda Rm Umi. Joe Rcmyi fimi and 
I. CaiiiRlisn « al (im). 
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DISCUSSION 


Adding Spice to the Witch’s Brew 

Vin«Ki Vyasulu 


“In my youih”, hathcr William replied 
to his son, 

“I feared it might injure the brain. 

But now that I am pcrfcetly sure I have 
none 

Why, I do it again and again!” 

— Lewis Carnti! 

SHAMITA SHARMA (‘Social Science 
Research in India’, F.PW, December 5-12, 
1992) is to be congratulated for her review 
which lays the ground work for a debate 
on this not very fashionable subject of 
social science research. She brings the 
review into the .second half of the 2()th 
century, thus opening up the possibility 
of a debate among contemporary Indian 
scholars. Sharma does mention the 
positive aspects of Indian social science 
research. In all fairness, it must be made 
clear that the system and environment in 
which D R Gadgil. V K R V Rao, and a 
host of others have worked and flourish¬ 
ed is not all bad. The torch has now been 
passed on to another generation. She 
makes the point that much more needs to 
be done. This is to be welcomed. 

The first thing that strikes me is lhai 
she finds it worthwhile to discuss social 
science research. This is exciting. Because 
many, includitig social science researchers, 
pooh-pooh the subject, for governments— 
and others—ii is Ihe first area lot expen 
diture cuts—witness the plight of the 
ICSSR. Not very long ago, economists in 
this country went through a long and pro¬ 
tracted exercise on how ixonomics should 
be taught. Many of the points Sharma 
makes in her article occupied an impor¬ 
tant place in that debate which of course 
had implications for how economics 
should be researched. In her article the 
question of teaching is at best a subsidiary 
one. This is helpful because once again ii 
focuses on the issue of research qua 
research very clearly. This loo is to be 
welcomed. 

She discusses a number of dimensions 
of this issue. But her prognosis is not very 
clear. She is not the first to talk about 
what is being called western dominance. 
Nor is she the only one to talk about 
elitism in Indian research (or the cla.ss bias 
in re.search questions) and/or some of the 
other issues that have been highlighted in 
her article. She cites some gaps that have 
been identified by reputed scholars like 
Joshi many years ago. Yes, but it must also 
be noted (as Sharma does not) that many 
efforts have since been made to fill these 


specific gaps. How well, is another mat¬ 
ter. Yet, gaps still remain. It is this that 
makes research worthwhile. 

What is useful in her contribution is a 
certain line of logic, putting together in 
one article, what the profession apiyarently 
agrees on. She raises critical issues, like 
funding, imbalances, etc, on which there 
can be many opinions. But the issues are 
important. Without necessarily going in¬ 
to a debate on the merits of her position, 
what is needed now is to ask: what is to 
be done? In order to tackle this issue one 
needs to know a little more about what 
has gone wrong and in this the article is 
not detailed enough. But it opens up the 
debate: and this is to be welcomed. 

In what follows, I propose to focus, 
perhaps provocatively, on factors en¬ 
dogenous to Indian social scicncc(s) 
research centres. Of course this does not 
mean there are no exogenous factors, or 
that they are unimportant, it means these 
endogenous ones are not often enough 
openly di.scussed. For example, Sharma 
does not di.sciiss them. I believe they 
should be, because that is the first step in 
setting them right. Much of what follows 
is in hyperbole, not litote; Ihe preference 
for Brobdingnag over Lilliput is to ensure 
that the basic facts are not lost sight of 
or hidden from view by euphemism or 
myopia. I would like to focus attention 
without giving offence or apportioning 
blame. This may add distortions and 
angularities of its own; but that is another 
matter. None of what follows is meant as 
a criticism of Sharma’s article; I would 
like to take this opportunity to add a dose 
of spice into the witch's brew that is In¬ 
dian social scicncc(s) research. The careful 
researchcr/rcader can make the necessary 
adjustments for herself. 

1 o begin with, the article does not deal 
with the question of the bureaucratisation 
of social science rc.search in India. While 
it talks of the establishment of Ihe ICSSR 
and the role that is to be played through 
the institutes established by the ICSSR, 
a number of issues critical to research have 
not been mentioned. For example, one of 
the most important activities in Ihe iC'SSR 
institutes is the PhD programme or the 
lormation of researchers, if one may so 
phrase it. Since these institutes are not 
universities they have to function through 
the various social science departments of 
state and central universities which alone 
can award degrees. These institutes were 


set up because hope was given up of tvior- 
ming the universities or expecting quality 
research output from them. (After all it 
was such a view that led to the establish¬ 
ment of IITs in the Field of engineering 
and of the lIMs in the field of manage¬ 
ment. The IITs and IIMs give degrees of 
their own.) The ICSSR centres on the 
other hand are constrained to function 
through the universities which have the 
legal authority to grant degrees but which 
arc clearly assumed (often wrongly) to be 
of a lower order of intellectual perfor¬ 
mance. The situation is not a happy one 
and as a result the institutes are often con¬ 
strained to work at a lower level of 
academic cfTicicncy than they feel they are 
capable of. Rather than the universities, 
being upgraded as was perhaps the 
original intention, these centres have felt 
constrained in achieving their potential. 
The perceptions of the universities is 
another story. 

Here, for example, lies part of the 
explanation for lack of interdisciplinary 
research in the social .science(s) in Indian 
institutions. University departmentalisa¬ 
tion has reached the point of madness. If 
an K.'SSR institute would like to admit for 
a PhD in economics, a student who has 
a Fii.s! class MSc in agricultural economics 
from one of Ihe agricultural universities, 
the mainstream universities to which the 
institutes are linked would refuse to 
register her. (t'onverscly, faculty members 
without a basic agriculture degree are 
treated as second class citi/.ens in the 
agricultural economics departntents of 
agricultural universities. This pernicious 
distinction has even found a place in the 
Indian Society of Agricultural Economics, 
a professional society commanding great 
respect.) The typical university refuses to 
register for a PhD in economics anyone 
with first class degrees in mathematics, in 
management, in statistics, etc. (There are 
honourable exceptions.) Thus, in order to 
fill up the available scholarships, students 
are selected who meet the registration 
eligibility conditions of these universities 
but who are not always the best of the 
available talent. A mindless bureaucratic 
process is taking the mind out of the 
research process by systematically foster¬ 
ing mediocrity. It is difficult to think of 
this process getting narrower and more 
meaningless. In such a situation, it would 
be a miracle indeed if superior quality 
work were regularly produced. That 
Indian social science(s) research has 
positive results to show is indeed a miracle 
But we must not expect miracles too often. 

Another problem is the lack of con¬ 
fidence in the integrity/competence of the 
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Indian academic The typical Indian 
university, blindly imitating the practice 
of the natural sciences, insists on a foreign 
examiner for any thesis submitted in the 
social sciences. So students who have 
worked on highly specific themes such as 
caste dynamics in a Tumkur village, or 
village-level politics in Guntur, or small- 
scale industry in Satara or any other such 
absolutely typical subject still have to go 
through an examiner from a western coun¬ 
try who may be an eminent scholar but 
who would not often know much about 
Ibmkur, Guntur, Satara or wheresoever 
and whatever, .in some cases what happens 
is that some Indian settled abroad is 
selected as examiner so that the criterion 
becomes, not a foreign examiner, but an 
examiner with a foreign address. It is not 
my intention to say that all Indian 
examiners are inferior to foreign ones in 
social sciences, vice versa, or any of a 
combination of such obnoxious things. It 
makes eminent sense to pick examiners 
knowledgeable in the field of the thesis; 
it is possible that .some of them are abroad 
but the blind insistence on a foreign ad¬ 
dress does little to enhance the value of 
such a refeience and it does little for the 
confidence of the Indian academic. 
Western dominance, again? Or is it our 
own inferiority complex? 

An important aspect of the function¬ 
ing of Indian academic institutions not 
discussed by Sharma is not the lack of 
autonomy in general, but the systematic 
throttling of autonomy by the iii.stitutcs 
them.selves. fiach ICSSK institute, for 
example, is an autonomous society func¬ 
tioning under the control and guidance of 
Its own hoard of directors. But they have 
not utilised this freedom, liach one of 
them has hitched its functioning to either 
the rules of the nearest university or the 
nearest state government. Since the 
universities themselves follow government 
rules blindly this distinction makes very 
little difference. 

The results in terms of facilitating 
research arc ridiculous. We have cases 
where, academics belonging to rc.search 
institutions have to conduct field work on 
a daily allowance which is meant for 
government officials who are entitled to 
highly subsidised government guest 
houses and transport. The fact that the 
academics have no such entitlements is 
irrelevant in asking them to survive on a 
pittance becau.se these are based on 
government rules. We have cases where for 
local travel, professors who are on paper 
entitled to travel by taxi, have their 
reimbursement limited to an amount per 
kilometre which is less than the prevail¬ 
ing auto-rickshaw rates that are set by 
government notification! The ju.stification 
that vice chancellors and directors are sub¬ 
ject to the same rules shows how absurd 


the system has become. The situation of 
junior persons cannot possibly be better 
in this Wonderland of Rules. Senior 
researchers functioning to deadlines have 
to spend endless hours placating ad¬ 
ministrative officers who have the power 
of a signature over requests to xerox ar¬ 
ticles. make phone calls, or send fax 
messages, lectures on possible misu.se 
have to be patiently listened to while being 
told that legitimate powers of discretion 
must not be exercised in the overall interest 
of the centre. The recent mrtves to de 
regulatc/liberalise the economy have 
bypassed these centres. 

The point is not to make a mountain 
of a molehill but to focus on the fact that 
the institutes themselves have created a 
situation which encourages cheating, falsi¬ 
fication. etc, on a routine basis, and 
without a second thought. It is to the great 
credit of Indian researchers that such 
behaviour does not spill over to the data 
they collect. In fact, it is not funny to say 
that DA/TA collection is the fine art of 
surviving in an alienating environment ad- 
inini.slered by mindless rules mindlessly 
applied. That these rules may make sense 
fur regulatory agencies like the govern¬ 
ment departments may well be true. But 
they do not for research. Everyone know.s 
this. And vet our centres swear by them. 
Every day. 

This kind of academic suicide in terms 


of freedom of operation should not be at- 
iributed to the much maligned bureau¬ 
crats. Many of these institutions have been 
set up by respected academic figures, 
n K Gadgil set up the Gokhale Institute 
in Pune, V K K V Rao the lEG in Delhi 
and the ISEC in Bangalore, and equally 
eminent scholars have been responsible 
for the establishment of other major cen¬ 
tres such as the Sardar Patel ln.stilutc in 
Ahmedahiid; the ('DS, Trivandrum or the 
MiDS in Madras, and others elsewhere. 
All of them have been led by eminent 
academics with boards largely consisting 
of senior and eminent academics. They 
have tied themselves into knots of red 
tape. Perhaps the academic is uncertain 
in administiation ground or (verhaps the 
academic is the worst possible bureaucrat 
but whatever be the reason the ad¬ 
ministrative jungle in these institutions is 
of their own creation. (Ironically it is 
possible to point to cases where dc- 
bureaucratisation has taken place when 
IAS officers became directors.) 

Another ill of social science research is 
first, the mindless insistence on a PhD for 
college teachers on the one hand and the 
premium given to publications in foreign 
journals on the other, often tauntingly 
coupled with the assertion that there are 
no gorxi Indian journals. T he first has led 
to an explosion in the award of doctorates 
and the concomitant loss of standards. 
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Th^ Moond has led to • situation where 
thelresearch priorities are set by what the 
foreign journals will accept rather than 
what the researcher may like to study at 
the time. Consider this example. An ex¬ 
cellent study on state level finances may 
be rejected by major international jour¬ 
nals like the Public Finance Quarterly 
simply because the finances of an Indian 
slate may not be of interest to the referees 
and readers of the journal, who may not 
even be aware of India, let alone a state 
within. Therefore, a scholar who would 
like to publish in such a journal must per 
force take up a study on Florida or 
somewhere else .so as to be able to publish 
in such a journal which would consider 
the finances of Florida to be relevant, but 
not those of Karnataka. Inevitably, 
such studies tend to be imitative and 
mechanically replicative: India-spccificity 
of research* is a disadvantage! 

Young scholars cannot be faulted 
because their career prospeas are at stake. 
Without a system of academic (not 
bureaucratic) screening and peer evalua¬ 
tion in this country, this leads unerringly 
to what Sharma calls western dominance. 
As in the case of clerks and petty 
bureaucrats, our institutions defer to age; 
stagnation is a virtue and our systems 
reward it by promotion. No distinction is 
made between those who have grown 
academically over a span of say five years, 
and those who have mechanically done 
the same things over and over again each 
year for five years. Both count as five 
years of experience. The competent 
publish abroad; the mobile may get 
selected to higher positions once in a 
while; the less competent gather seniority. 
The impact on indigenous research is 
disastrous. But are our scholars willing to 
change this? No; they are the first to de¬ 
fend the existing system with remarkably 
esoteric argumentation. 

It may not also be out of place to re¬ 
mind ourselves that research requires 
democracy, it flowers through discussion 
and conversation among peers, and can¬ 
not be undertaken in hierarchy. Yet we 
meet project directors (with attendees out¬ 
side their doors) who can be met only by 
appointment by their younger colleagues; 
we find young scholars who are terrified 
of their seniors; we find a division of 
labour where one gioup collects data, 
another processes it and a third drafts the 
report, ail in splendid isolation from each 
other, .it is a Tennysonian situation of 
'their’s not to question why'. This may be 
an exaggeration; but I am confident that 
not many will deny that it has a kernel of 
truth. And that is what is disturbing. 

One major fact that also requires em¬ 
phasis is the discipline (or lack of it) of 


the Indian researcher. University teachers 
have teaching responsibilities and research 
work is undertaken over and above their 
teaching commitments. In the social 
science research centres, there is little or 
no teaching. Ybt the same relaxed attitude 
to research persists. Shamita Sharma does 
not give any details of the number of 
ICSSR projects that were completed on 
time. Indian researchers have a notorious 
reputation for delay. Cases of projects that 
should have been finished in two years 
being delayed by five years are not un¬ 
common. Philosophic—or is it pseudo- 
philosophic?—statements are made about 
how funded projects distract researchers 
from concentration on basic and fun¬ 
damental issues. The truth is that this 
philosophic outlook is a convenient cover 
for doing nothing. No; to be fair, for 
doing little that is trivial. In such a situa¬ 
tion it is very hard to blame external forces 
such as western dominance or even elitism 
for some of the ills of social science 
research. Professionalism in the sense of 
self-discipline is badly needed in the 
system. 

Indian academics ate unlikely to attract 
any funding other than the little they now 
get from the government (and the govern¬ 
ment has been astonishingly generous till 
now) until they can get their act together 
and function as teams on a disciplined 
basis. This is amply proved by the ex¬ 
perience of the IIMs which attract vast 
grants from various sources. It is not 
because they have better faculty com¬ 
petence than the ICSSR institutes but 
because they have a better performance 
record. Finance minister Manmohan 
Singh has opened up the possibility of 
coporate funding through suitable 
changes in the Income Tax Act in 
February 1992. But have these institutes 
taken advantage of it? Why? Or. more to 


the point, why not? Once again it is both 
lack of imagination and lack of discipline 
And it is easy (and serious sounding) to 
say that we must retain our indepetvdcnce 
and not let funding agencies take usover. 

A final point. I am not very clear what 
elitism means in this context. As I under¬ 
stand it, research will of necessity be 
elitist; it will remain an activity in which 
very few take part and they will/must talk 
to one another. One can even argue that 
good quality research necessarily must be 
elitist in this sense. If Sharma has some 
other meaning of elitism then I think it 
is necessary to define the nature of non¬ 
elitist research. She seems to refer to mere 
tokenism. Tokenism is bad; research 
priorities must be otherwise decided. The 
choice of research problems that may 
benefit one class; or an interpretation of 
events from the point of view of the 
privileged is a common complaint every¬ 
where. But it must also be recognised that 
much research that is non-elitist in this 
sense, and of good quality, has been, and 
is being, done. Witness the subaltern 
studies in history. 

Although Sharma has not made any 
prescriptions for social science research in 
the 19^ and beyond, I would consider 
it necessary that some of the points men¬ 
tioned above be dealt with. Solving them 
will be a necessary condition for improve¬ 
ment. Of course, many other things have 
to be done too. For example, research 
must move on from description and tax¬ 
onomy to empirical analysis and rigorous 
theory-building on a larger scale. As the 
legatees of the earlier generation of 
scholars who had done remarkable work 
with little resources, we have an obliga¬ 
tion to define priorities and perspectives, 
to strengthen systems and make them 
work. And it is not clear how this can be 
done. 
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for Globalisation 

V A V V. 

The objective of aid and development policies in the context of the 
changing economic environment should be that of helping the 
devekvint countries to integrate into the global mainstream and to 
^itnee their ability to implement reform programmes even while 
prodding safety nets for groups adversely affected by these reforms. 
What are the potential sources of resources fur implementing these 
programmes? *53 

Governing Universities 


The governance of universities has been under considerable debate 
for over two decades. The Maharashtra government is the only state 
currently proposing to amend its university legislation making for 
significant changes in the powers vested in the senate and in 
the office of the vice-chancellor. 443 


There is an urgent need to reform and restructure the functioning uf 
universities. The Maharashtra Universities Bill introduced in the 
assembly recently, however, makes no attempt even to identify 
fundamental problems leave alone resolve them. 436 


ConBumen vs Doctors 

The Consumer Protection Act has 
made it possible for victims of 
medical negligence to seek redress 
speedily and inexpensively. The 
laical profession is. however, 
arguing for medicare to be 
left out of the purview of 
the act. 432 


^men and Shelter 

Bivcment dwellers are among the 
most deprived and isolated of the 
rural poor, but have the least 
organisational and political skills. 
In Bombay, women from these 
families hm been successful not 
only in articulating their problems, 
but in evolving and projecting 
a woman-centred approach to 
the problem of shelter. 465 


A Sell-Out? 

While Xhc Narasimha Rao-Boris 
YUtsin agreement has resolved the 
contentious issue of the rupee- 
rouble-exchange rate that will 
be emplojed in determining the 
rupee volume of our debt, it has 
sparked off a major controversy. 

it really the sell-out that 
it is made out to be? 431 


Hidden Agenda 

Over the centuries the syncretic 
nature of Hinduism has provided 
women with some creative space 
which is being rapidly eroded in 
the course of the Hinduiva 
project. 431 


Vanishing Alternatives 

What will be the impact of the 
new economic policies and the 
structural adjustment programme 
on the living environmeni, 
especially of the poor? The 
worst danger may well be that 
these new policies wilt wipe out 
emerging genuinely sustainable 
models of development. 473 

Thai Miraele 

The scx-iourisi industry has 
contributed in large measure to the 
That economic miracle. But the 
social costs of the country’s World 
Bank-supported development far 
exceed anything seen in the west 
during its period of economic 
expansion. 440 

Brand War 

The Left has reportedly been 
trying hard to explain to the 
masses the true ingredients of 
Hindutva. The struggle for the 
soul of India has been vulgarised 
into a brand war: our brand 
is superior to theirs. 429 

Measure of Ill-Health 

Can a population with a high 
morbidity and a suicide rate 
higher than in some developed 
countries be considered healthy? 
The much^acclaimed achievements 
in basic health indices in Kerala 
mask the less obvious features 
of distress. 478 


LETTERS TO EDITOR 
Lock-up Deaths 

ACTIVISTS Of APCLC comprising lawyers, 
doctors and lecturers have investigated the 
following two lock-up deaths. It is now 
necessary to bring pressure on the AP 
government publicising these lock-up 
death reports at your convenience to end 
these torturous killings and brutal murders 
in lock-ups. 

S Subbaiah (37). a scheduled caste agri¬ 
cultural labourer was taken into custody by 
the Naidupet police on the evening of May 
13 and he was found dead in the lock-up on 
the evening of I Sh. The police say that he 
hanged himself from the rafter on the roof 
with a rope made out of a gunny bag that 
had been given to him for sleeping on. 
Subbaiah was taken into custody on the 
complaint given by his father-in-law, that the 
former was responsible for the death of his 
daughter on April 10. The APCLC found 
the following discrepancies with the police 
version: (I) Subbaiah was kept in the police 
lock-up for nearly two days, which amounts 
to wrongful restraint under I PC (Indian 
Renal Code) sec 341; (2) The police version 
is that Subbaiah hanged himself in the 
north-western corner of the cell where the 
height of the roof is about 13 ft from the 
floor. The police say that the deceased must 
have caught hold of the rafter by climbing 
the iron-grilled door on the northern wall 
of the cell, crawled holding the rafter tike 
a monkey towards the west. This requires 
great acrobatic skill which Subbaiah did nut 
pos.sess; (3) Subbaiah died on the evening of 
ISth and till 8 am on the I6th, no one was 
allowed to sec the body, not even the local 
journalists. The body was taken to the local 
government hospital at 8 am of 16th and no 
posi-monem was done till 3 pm even though 
the doctor was available: Then the body was 
taken to Gudur (nearby town of Naidupet) 
for post-mortem. We suspect the police were 
afraid that the truth would come out, if the 
post-mortem was done at Naidupet, bccau.se 
the local doctor would not have dared to 
write a blatantly wrong report, when almost 
everyone in the town suspected that the 
deceased was beaten to death in the lock¬ 
up. We also suspect that the police dcli- 
bmtely delayed in carrying out the post¬ 
mortem with the hope that the bruises on 
the body might be obliterated; and (4) The 
police did not allow even the presspersuns 
to attend the inquest held by the mandal 
revenue officer (MRO) of Naidupet. The 
police brought the moihei and younger 
brother of the deceased from his native 
village and got their thumb impressions on 
blank paper without informing them about 
the death. Only after that were they inform¬ 
ed that Subbaiah had hanged himself and 
allowed to sec only his face. 

This is the sisth lock up death in the 
district since 1984. As lock-up deaths arc oc¬ 
curring more frequently, mo put forward the 
following demands. (I) As the report gisen 


by the government doctor, Gudur, who car¬ 
ried out autopsy concludes that, the death 
was due to hanging, thereby conHrming the 
police version. We suspect its bona Tides. We 
demand that a fresh post-mortem should be 
conducted by the specialists from the 
medical college, Tirupathi; and (2) His old 
parents and younger brothers who were 
dependent on him should be paid compen¬ 
sation of Ks one lakh. 

Illegal detention frequently leads to lock¬ 
up deaths. Police personnel who were 
res(K)nsible for keeping Subbaiah in the lock¬ 
up for more than 24 hours should be charged 
under IRC sec 341 (wrongful restraint) and 
also iPC sec 306 (abetment to suicide). On 
December 26, 1992. Bathula Narayana, a 
golla, di'-d iii the police station in the man¬ 
dat headquarters of Duttalur, Nellore 
district. 3'he police said that the'y arrested 
Narayana on December 25, that he had hean 
trouble, that they admitted him to govern¬ 
ment hospital at Udayagiri where he died. 

Narayana wa.s taken into custody in con¬ 
nection with the looting of three buses on 
the National Highway between Nellore and 
Bombay. Narayana lived in Gangireddipalem 
village, which is around 10 km from 
Duttalur of Kaligiri mandal, Nellote district. 
His ancestral occupation was herding the 
sheep and goats and there is no record with 
the police that Narayana ever committed a 
theft. According to the local people 
Narayana was kept in the police station in 
Duttalur for 10 days. They used to torture 
him every night and whenever he lost con¬ 
sciousness. they got him treated by a local 
registered medical practitioner. The police 
did not feed him properly and they shifted 
him frequently between Duttalur and 
Udayagiri police stations. All these factors 
caused his death. 

When we met Obaiah, who conducted the 
autopsy, he said that Narayana's left wrist 
was swollen and emitted pus. The doctor 
said that, he was astonished when the |)olice 
had asked him, to treat a dead body! He also 


said that Narayana had been quite healthy 
and muscular and had no illness. As per the 
forensic .science when a person receives a 
hard blow on one of the trigger areas 
(kidney, testicles, stomach, carotid sinus near 
the brain), there is a danger of death due to 
vagal shock. The investigating team is con¬ 
vinced that Narayana died this way. 
Narayana died at 10 am on December 26 but 
the police informed his wife Kajamma and 
other relatives only at II am.on December 
27. The police took Narayana’s brother 
Kistaiah to the Udayagiri police station. 
They made him affix his thumb print on a 
paper in which they had written “My brother 
is a thief. He .stole agricultural pump set, he 
has been ill. he has not been in the village 
for ten years”. They told him that his brother 
had di^. The inquest was not held in the 
presence of the relatives of the decea.sed who 
were not allowed to see the dead body. The 
most amazing thing is that the police con¬ 
ducted negotiations with the relatives of 
Narayana after the post-mortem and the 
local Ml.A played a leading role in the talks. 
It was reported in the press that an agree¬ 
ment was reached between the police and the 
Congressmen of the village and the police 
gave Rs 25,000 to the wife of the deceased. 
The climax of this tragedy was that the 
police themselves cremated the dead body, 
though the tradition of the family was to 
bury their dead. The police and the so-called 
people’s repre.sentatives. who support their 
murderous activities, are running the ad¬ 
ministration. Who will question the parallel 
government run by these people? Who 
should prevent the *nyaya panchayath’ con¬ 
ducted by them? This was the 23M lock-up 
death in 1992 in the state and the second in 
the district. Though there are so many 
political parties and mass organisations in 
the district, it is a sad thing that there was 
no specific staiemem in the newspapers con¬ 
demning this lock-up death. 
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No Encores 


T he principal staple the authorities in New Delhi subsist 
on these days is induced euphoria. The budget is of 
L-ourse a prime illustration, but it is easy to come across other 
equally excellent examples. Thus the recent visits of prime 
minister John Major and chancellor Helmut Kohl have been 
interpreted as precursors of a tidal flow of investible funds 
from the Unit^ Kingdom and Germany respectively, to be 
July followed by a gush of exports to these European shores. 
The misconception, if it is that, is sadly of magnum pro- 
portions. Neither Great Britain’s nor Germany's ruling politi- 
:ians are having sleepless nights over the slow migration of 
:apilal funds into India, nor are they going to do something 
vigorous about it. The chancellor and the prime minister 
:ame in search of markets not for their capital, but for their 
manufactured products. The problem back home, for both 
^f them, is not unemployed investible funds, but unemployed 
labour. The volume of unemployment in Britain has crossed 
ihree million (the same situation obtains in France too); if 
:>nc were to include the down-and-outs in the ‘re-unified* 
.'qstern regions, total joblessness in Germany has continued 
lo hover, for most of the past couple of years, at around four 
million. For understandable reasons, the prime minister and 
the chancellor came as itinerant salesmen; they are keen to 
Jump some merchandise on India so that home employment 
could pick up. 

The United Kingdom has machine tools and software of 
assorted descriptions to sell to India; sparable capital funds 
arc however a different proposition. Such funds in any case 
know their priority areas: parliamentary ratification of the 
Maastricht Treaty or no such ratification, British industria¬ 
lists are aware that, for sheer survival, they have to open ad- 
Jitional windows in cither the European Communit); coun¬ 
tries or the United States and, further, they have to scamper 
tor state-of-the-art technology. In the circumstances, they will 
have no left-over resources to offer to third world nations 
unless that becomes absolutely necessary to boost their 
exports. Germany, and chancellor Kohl in particular, has an 
even more acute domestic problem: whatever investment 
funds are on tap must be channelled toward the direction 
of the eastern provinces for the erstwhile German Democratic 
Republic is an albatross hanging round the chancellor’s neck; 
if the economic conditions there do not .soon turn for the 
better, the social and political problems that have already 
started surfacing would engulf the whole of the country; it 
would be a bit like re-visiting the late 1920s and the early 
1930s; the neo-Nazis are most efficiently organising previews 
of what might yet come about if things go totally out of 
hand. 

Such, then, is the irony of the situation. With no Soviet 
bloc to shore them up and strengthen their bargaining 
capability, the world’s poorer countries are ready to welcome 


back the imperial powers they had got rid of some decades 
ago with such imnien.se fanfare, fherc is a common central 
theme in the pleas heard from ruling groups in these coun¬ 
tries: please come and mulct us, but bring some investment 
funds along; bygtmes arc bygones, wc do not mind being 
exploited by you, as long as you assure us some wherewithal 
for living. The overtures are going abegging; the erstwhile 
imperial powers have their own preoccupations, and are 
reluctant to add to their global commitments. Imperialism 
is being considered as old hat; it has been robbed of its 
prestigiousness. Besides, former imperialists, a heavily 
weather-beaten lot, prefer these days insurance cover against 
possible risk.s. Should it be felt desirable to increase their 
stakes in the third world countries, they would rather choose 
the intermediation of transnational financial institutions such 
as the World Bank and the International Monetary Fund—or 
of transnational industrial giahi.s. 

Countries like India cannot therefore but have disappoint¬ 
ment in store for them. Even were their ruling classes not 
to mind compromising vital national interests for the sake 
of inveigling western governments into arranging large-scale 
capital outflows, the prospects of a boisterous response are 
meagre. Classical imperialism is seemingly unwilling to do 
an encore of its 19th century role. Ambitions have been scaled 
down, and do not extend beyond attempting some small time 
gains under the aegis of the United Nations and its agen¬ 
cies, such as are possible through manipulation of the terms 
of trade, fiddling the formulae for transfer pricing, and 
doctoring the receivables from royalty and patent rights. The 
denouement of the surcea.se of the Cold War—the collapse, 
in the manner of a house of cards, of the Soviet Union and 
the third world countries consequently played into an im¬ 
possible corner—is a bit of a comedown. Its glorious 
imperialist past notwithstanding, capitalist west is cavght in 
a hesitant mood. It is gingerly in its approach to eastern 
Europe. If the populations liberated from the clutches of 
totalitarian communism, tearing themselves apart through 
civil strifes and ecs nomic anarchy, yearn lot western victuals 
and investments, .so what, the west is chary to offer a help¬ 
ing hand, as if all passion has been spent with the demise 
of communism, as if the epilogue is no lurigct a matter of 
particular concern; even Boris Yeltsin is sacrificeable. The poor 
countries in Asia, Africa and L.atin America arc at the receiv¬ 
ing end of even rougher treatment. Nothing could be more 
ominous for the mandarins operating out of New Delhi; their 
fond dream of a comprador after-life could fail to mature, 
for the wretched capitalists have lost their zest for servitors. 
It is being hoped fervently that this is only a passing phase. 
But, as far as India is concerned, especially after the explo¬ 
sions in Bombay, the hope may indeed be based on very 
shaky foundations. 
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THE ECONOMY 

Premature Claims 

“THE economic strategy we have follow¬ 
ed resting on the twin pillars of fiscal 
discipline and structural reform has been 
vindicated by the decisive upturn”, claims 
finance minister Manmohan Singh in his 
speech to parliament while presenting the 
budget for 1993-94. Not only has the 
inflation rate been reduced, but also, he 
says, agriculture has performed well and 
industrial production is beginning to 
recover. 

While the rate of inflation has come 
down, we cannot forget that the price rise 
in the current year has taken place over 
the very much higher base level. The ques¬ 
tion has also to be raised whether the price 
the economy has been made to pay for the 
lowering of inflation, which the Honomic 
Survey highlights as the crowning achieve¬ 
ment of the economic policies of the pre 
sent government, has not been too high. 

The good performance of agriculture 
in the current year has, as the tx'onomic 
Survey concedes, been at least partly 
responsible for the moderation of int1a- 
tionary pressures. There had been a sharp 
decline in agricultural output by as much 
as 2.8 per cent in 1991-92. This decline has 
been just about made good in 1992-93. 
But if account is taken of the 3.4 per cent 
incrca.se in population since 1990-91, there 
is an implicit decline in per capita 
agricultural output of 1.4 pet cent. The 
decline is even sharper when only food- 
grains are considered. The decline in per 
capita foodgrains output in 1992-93 over 
19W-9! would work out to 3.3 per cent, 
since total foodgrains output in 1992-93 
would have just about managed to recover 
to the level of 1990-91. 

As regards industrial production, which 
registered a marginal decline of 0.1 per 
cent in 1991-92, the first seven months of 
the current year are reported in the 
Economic Survey to have recorded an 
annualised increase of 2.2 per cent. 
Although the Survey hopes fot an 
increase of 3.8 per cent for the whole year, 
the expectation is qualified by the state¬ 
ment that it will be realised only "if the 
industrial recovery continues at the pace 
observed in recent months”, an uncertain 
assumption in view of the disruption of 
industrial activity in December and 
January in the circumstances, per capita 
industrial incomes too may well turn out 
to be somewhat lower in 1992-93 than in 
1990-91. 

That industrial production has remain¬ 
ed near-stagnant in spite of the spurt in 
imports in the current year~the dollar 
value of imports in the first half of the 
year rose by 16.5 per cent over the level 
of the corresponding period of 1991-92 
compared to the 3.4 per cent growth in 


exports—is a matter of concern, not only 
because it means a .substantial trade deficit 
despite the sharp devaluation of the rupee, 
but also because with the increased im¬ 
ports not getting reflected in enhanced 
industrial activity, a major plank in the 
advocacy of a liberalised import regime 
is beginning to look shaky. And that too 
when agricultural activity in the country 
had revived. That there is no acknowledge¬ 
ment of this in either the Economic 
Survey or the budget speech may not be 
quite an oversight. In his budget speech, 
while referring to the vulnerability of the 
economy “to external shocks and loss of 
confidence”, the finance minister observes 
that the recent riots and disturbances 
“have taken their toll by disrupting 
domestic production and exports and by 
casting doubts about the stability of our 
polity and society and our determination 
to persevere with the difficult task of 
economic reform”. What the finance 
minister was refusing to consider, of 
course, was that his economic strategy, 
with its supposed twin pillars of fiscal 
discipline and structural reform, might 
itself have created the conditions in which 
economic activity failed to pick up despite 
the revival of agriculture and the spurt in 
imports. 

What is more, the prospect for 1993-94 
may be no better, giver the lecessionary 
conditions obtaining in the developed 
world. The danger is that if agricultural 
output cannot at least be sustained at this 
year's level and if the surge in imports, 
which is likely to gain momentum follow¬ 
ing the sharp reduction of import tariffs, 
especially on capital goixls, turns out to 
be largely of the type that depresses 
domestic output, economic activity 
may face a major downturn, the excise 
duty reliefs offered in the budget 
notwithstanding. 


ASSAM 

Hasty Deal 

THE 'Memorandum of Settlement’ 
(MOS) sigped in Ciuwahati by the leaders 
of the All Bodo Students' Union and the 
Bodo People's Action Committee (ABSU- 
BFAC) and the additional chief secretary, 
government of Assam, has all the ap- 
r'arancc of a hastily and imperfectly 
brokered deal. 

The MOS seeks to bring to an end the 
six-year long agitation for ‘Bodoland’ by 
making provision for a Bodoland 
Autonomous Council’ (EIAC). The pream¬ 
ble to the MOS notes that a ‘series of 
meetings' were held between the union 
and state governments and the Bodoland 
agitation leaders; and the result of all 
these meetings was the realisation of the 
necessity to set up “an administrative 


authority within the state of Assam" 
under a scheme whose objective is to pro¬ 
vide "maximum autonomy within the 
framework of the Constitution to the 
Bodos for social, economic, educational, 
ethnic and cultural advancement”. 

The scheme is to be implemented by an 
act of the Assam legislative assembly pro¬ 
viding legislative sanction for the forma¬ 
tion of the BAC within the state of A.ssam. 
The rest of the MOS deals, with some not 
unintentional vagueness, with the area of 
the proposed BAC, its powers, its 
finances, the subjects and departments 
over which the BAC will exercise control 
‘within the BAC area' and the like. 

Even the most cursory examination of 
the MOS makes it clear that what the 
Bodoland agitation leaders have achieved 
falls well short of the stated objective of 
the agitationists. These, as spelt out 
repeatedly in numerous memoranda and 
public statements, were; (l)the constitu¬ 
tion of areas on the north bank of the 
Brahmaputra claimed to be predominant¬ 
ly inhabited by the Bodos and other 
‘plains tribal' people into a separate, full- 
fledged state; (2) the constitution of 
autonomous district councils for ‘tribal 
compact areas' on the southern bank (that 
is, for Rabhas on the west and for the 
Lalungs/Tiwas in central Assam); and 
(3) the scheduling of Boro Kacharis and 
other non-Karbi tribes as ‘hill tribes’ in 
the Karbi Anglong district. 

Indeed, while the objective of the 
Bodoland agitation was essentially 
political, the MOS docs not even have the 
word 'political' anywhere in the text. Even 
its defined powers are limited to making 
'bye-laws, rules and orders’ for applica¬ 
tion within the BAC area on the 38 sub¬ 
jects enumerated in the schedule to the 
MOS. 

Agitations, even insurgencies with the 
explicit objective of secession, have in 
the past made deals. In some cases, 
as in Mi/oram, such deals have also 
worked reasonably well. This has happen¬ 
ed because while the rhetoric about 
sovereignty has been, sensibly, given 
the go-by. the crucial grievanances con¬ 
cerning land—rights over land and ap¬ 
prehensions about the loss of land have 
always been the most basic of the causes 
of disaffection, finding expression in 
their most extreme form as secessionist 
objectives-have been given due impor¬ 
tance in the eventual deals. In the case of 
the Bodoland agitation, too, the impetus 
was provided by the actual reality of land 
loss. Over the years, the Bodos and other 
tribal people, once a proud and produc¬ 
tive agricultural community, have lost 
their lands and have been reduced to 
becoming landless agricultural labour or, 
worse, to beggary in small towns. There 
is barely a suggestion of a recognition of 
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this phenomenon in the MOS. Clause 7 
of the MOS notes that “the General 
Council (a 40-inember body, correspon¬ 
ding to a stale assembly, 35 of whom are 
to be elected and Tive nominated by the 
state government] shall be consulted (by 
the state government] and its views shall 
be given due regard before any law made 
on the following subjects is implemented 
in the BAC area: (I) the religious or social 
practice of the Bodos; (2) the Budo 
customary laws and procedures; and 
(3) the ownership and transfer of land 
within the BAC area". The contrast pro¬ 
vided by these safeguards and those pro¬ 
vided in the analogous provision in the 
Mizoram accord (Clause 4.3 .ii) tells more 
about the toothlessness of the present ac¬ 
cord than any amount of well- justified 
self-congratulation in official circles in the 
Assam government as well as in the stale 
Congrcssfl) over the successful outwitting 
of the Bodoland agitationists. 

THE BUDGET 

Defining the Deficit 

THE latest Economic Survey and the 
budget documents introduce us to a new 
term, primary deficit, defined as the fiscal 
deficit less interest payments. Not that the 
term is unknown, certainly not to students 
of public finance. But this is the first lime 
it is being officially taken note of. 

While the fiscal deficit is projected to 
decline from 6 per cent of GDP in 1991 -92 
(other than the pCC surplus) to 4.7 per 
cent in 1993-94, the primary deficit, which 
was as high as Rs 9,762 crorc in 1991-92 
and which is estimated to have declined 
to Rs 4,222 crore in 1992 93, will have 
been converted into a surplus of Rs 1,041 
crore in 1993-94. As a proportion of GDP, 
there will be a primary surplus of 0.13 per 
cent in 1993-94 as against a primary 
deficit of 1.6 per cent in 1991-92 and 0.6 
per cent in 1W2-93. 

The only way one can interpret these 
figures is that if only the government did 
not have to give away large sums by way 
of interest payments, its revenue receipts 
would have bMn adequate in 1993-94 to 
cover its total expenditure, revenue and 
capiul. Further, given the government's 
revenue receipts, the larger the proportion 
necessary to be earmarked for interest 
payments the less that is available for 
finalicing expenditure other than interest 
payments. Viewed thus, while in 1991-92 
the proportion of revenue receipts availa¬ 
ble for financing the non-interest expen¬ 
ditures of the government was 59.8 per 
cent, it is projected to decline to 54.9 per 
cent in 1993-94. This despite the decline 
in revenue receipts as a proportionate of 
GDP from 10.84 per cent to 10.73 per cent 
during the same period. So the implica¬ 
tion is clear that if the interest obligations 


of the government increase, for it to be 
in a position to finance the same level of 
non-interest expenditures it has to mobi¬ 
lise additional revenue. Or else, with the 
resources available out of revenue receipts 
for financing such expenditures getting 
curtailed, the government has to reduce 
its non-interest expenditures. 

In the event what has happened is that, 
as noted above revenue receipts have been 
allowed to decline from 10.84 per cent of 
GDP in 1991-92 to 10.73 per cent in 
1993-94. (The revised estimates for 
1992-93 put the figure of revenue receipts 
at Rs 78,279 crore which works out to 11.3 
per cent of GDP.) So it is the government’s 
non-interest expenditures which have been 
axed. Total central government expen¬ 
diture is projected to decline from 18.3 per 
cent of GDP to 16.7 per cent—-and it is 
capital expenditure, that too Plan expen¬ 
diture on capital account, which has been 
made to account for the major portion of 
this decline 

The use of the term primary deficit, it 
should be obvious, conceals more than it 
reveals. 

FEDERAL TRANSFERS 

Less for the States 

TRANSFERS to the states, as propo.scd 
in the central budget for 1993-94, show a 
decline from 6.9 per cent of GDP in 
I992-93(RE) to 6.3 per cent. In absolute 
amount, the difference is equal to Rs 4,710 
crore; that is to say, if the states were to 
receive by way of central transfers a sum 
equivalent to 6.9 per cent of GDP, the 
provision for 1993-94 should have been 
higher than that actually made (Rs 49,566 
crore) by Rs 4,710 crore. 

Going by the information provided in 
the budget documents, the reasons for the 
decline in the relative share of central 
transfers to states have to be sought not 
in just the reduction in excise duties, 
which, by itself, is estimated to account 
for only Rs 541 crore, a mere 13 per cent 
of the estimated total decline of Rs 4,710 
crore and slightly less than half the decline 
in the states’ share of central taxes and 
duties of Rs 1,100 crore. It should be add¬ 
ed in this context that the budget estimates 
of revenue receipts, gross as well as net of 
transfers to states, are niggardly, whether 
deliberately or otherwi.se it is difficult to 
say. Thus gross tax revenue for 1993-94, 
before allowing for the impact of the 
budget proposals, is projected to register 
an increase of only 13.5 per cent over the 
figure for I992-93(RE). The increase in 
1992-93 over the previous year is estimated 
to have been around 17 per cent, with an 
increase in GDP at current prices of 14 
per cent. Of course, it can be argued that 
in case the realisations turn out to be 
better than projected, the states will be 


entitled to their due share of the increase, 
subject to the qualiHcation that the excess 
thus realised is distributed evenly between 
the shared and non-shared taxes and 
duties—an assumption unlikely to be 
realised due to the design of the proposed 
tax reductions. It is true that, according 
to the budget documents, almost threc- 
Idurths of the loss of revenue on account 
of the proposed tax reductions is ac¬ 
counted for by customs, a non-shared tax. 
But combined as the customs duty reduc¬ 
tion has been with the effective devalua¬ 
tion of the rupee, consequent on the move 
from partial float to total float of the 
exchange rate, it should cause little sur¬ 
prise if the estimated loss on account of 
customs duty reduction is made up 
substantially—by more than the Rs 1,000 
crorc that the finance minister himself 
expects to retrieve overall. On the other 
hand, the loss on account of excise duty 
rcduction.smay remain, largely if not en¬ 
tirely, unrecouped. Excise revenue, it 
ought to be remembered, accounts for 
four-fifths of shared central revenue. 

The major cause of the decline in cen¬ 
tral transfers to the sutes is that a substan¬ 
tially .smaller provision has been made for 
grants and loans to the states, the decline 
tieing of the order of 0.39 per cent of 
GDP, which in absolute figures works out 
to Rs 3,060 crore, with the decline in 
grants being somewhat larger than that in 
loans, it would be appropriate to add also 
that as between plan and non-plan grants 
and loans, the sharing of the decline is 
almost even. So when the finance minister 
speaks of larger allocations for anti¬ 
poverty programmes, he must be doing so 
tongue-in-cheek, because the states will 
actually be receiving substantially less 
next year. 

POLITICS 

Obscurantist Wave 

AT times we cannot make out the dif¬ 
ference between Congress politicians and 
the ‘sanis’ and flunkeys of the VHP. For 
all their tall talk about the furddmental 
duly ‘to develop a scientific temper’, pro- 
mi.ses to keep religion out of politics, and 
commitment to secularism, the Congress 
leaders are no less orthodox and super¬ 
stitious in their behaviour than their 
counterparts in the ‘Sangh parivar’. 

To take a recent instance, during the 
controversy over the choice of the new 
chief minister of Maharashtra, the party’s 
politicians in Bombay and the capital were 
reported to have attached more impor¬ 
tance to the position of Saturn or ‘Shani* 
than the intrinsic worth of the future 
incumbent while determining the choice 
Every time a crucial decision is to be 
taken, the leaders rush to their favourite 
astrologers or ’shankaracharyas* or god- 
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men lo seek their blessings and choose the 
appropriate time and date for such 
d^sion-making. Last November, prime 
minister Narasimha Kao—always on 
tenterhooks with a wafer-thin majority in 
parliament—was believed to have put off 
the winter session of parliament 1^ a day 
under the advice of astrologers. When the 
country was being torn by communal 
riots, the prime minister decided to visit 
Tinipati—the resort of all politicians in 
distress—to seek a solution. Bven the 
most vociferous champion of secularism 
in the cabinet, Arjun Singh, recently par¬ 
ticipated in an ‘ashvamedha yagna’ at 
Bhilai, which was performed at a cost of 
over R$ 30 lakh. Why did Singh choose 
to lake part in the wasteful rituals? Was 
it a cold and calculated attempt to adver¬ 
tise his faith in Hindu religious customs 
in order to wean away voters from the BJP 
in Madhya Pradesh? Or did it reflect a 
basic sense of fear and anxiety that often 
push vulnerable people to seek solac' in 
irrational acts? 

In a situation where the political system 
is non-functioning, the political parties 
fail to provide the people with any positive 
ideological mooring, when the economy 
is in an unsettled state, in some individuals 
latent anxiety may cither paralyse the per¬ 
sonality and make it incapable of defence, 
or heighten its aggressive instincts. In 
psycho-analytical terms, the former is 
known as 'depressive anxiety’ and the lat¬ 
ter ‘persecutory anxiety’. The Congress 
rulers and the non-BJP opposition politi¬ 
cians appear to be victims of 'depressive 
anxiety*, judging by their performance 
during the last crucial months. The 
'Sangh parivar’ on the other hand has suc¬ 
ceeded in activating the anxiettes of a sec¬ 
tion of our people and turning them into 
channels of destruction winch arc midc 
legitimate by means of religious symbols. 
This type of ‘persecutory anxiety' is clear¬ 
ly evident in the neurotic and fear-laden 
utterances of the leaders of the 'parivar’ 
and the violent actions of their followers. 
By systematically building up the bogey 
of Muslim aggression, the leaders have ac¬ 
tivated the fears of their follosscis into 
aggressiveness and destruction directed 
against the Muslims. 

The Congress dqrendence on astrology 
and god-men, or the reliance of the 
'Sangh parivar’ on hatred and goons— 
both are symptoms of the moral, .social 
and political degeneration of the system. 
As a result, the country is getting more 
susceptible to the growth of regressive 
mass movements. After more than 40 
years of independence, our people today 
arc paying the price for the diabolical 
game of their leaders who sacrificed the 
duty to develop a scientific temper to their 
partisan interests in appeasing obscuran¬ 
tist and communal sentiments which have 
quite understandably gained the upper 
hand over rationality. 


INDUSTRY 

Caving In? 

A MAJOR institutional deficiency- 
responsible for halting 4echnological ad¬ 
vancement of Indian industry has been 
the character of entrepreneurship. Those 
who have blind-faith in the invisible hand 
leading the growth process have no wor¬ 
ries on this count. Once you free the 
system from administrative controls and 
avoid state intervention in the operation 
of the market, the animal spirits of men 
in industry, business and commerce will 
rule the roost; the competitive environ¬ 
ment so established will bring about effi¬ 
ciency in the various markets—for pro¬ 
ducts, factors, capital and money. But 
there can be many institutional road¬ 
blocks to realising fully the benefits of 
a theoretically-conceived free-market 
system. One such is the lack of dynamic 
entrepreneurship—scientirically-orienied, 
endowed with the Schumpeterian drive for 
new products, new processes and new 
markets, using credit as a dynamic input 
for supporting production and capital 
accumulation. Entrepreneurship of this 
genre is not likely to opt for submerging 
its di.stinct identity with a foreign brand 
name or the image of a multinational 
organisation. 

There have been serious misgivings 
about the qualities of Indian entrepre¬ 
neurship precisely in this regard. Witness, 
for in.stance, the plethora of foreign brand 
names that have come to dominate the 
Indian market, particularly for consumer 
products, and Indian entrepreneurs’ par¬ 
tiality for foreign tie-ups and foreign 
collaborations even in areas where in¬ 
digenous technology is well advanced. But 
in this general pattern of dependence, 
there have been a few exceptions so far. 
Tatas and Godrej have been two such. It 
is against this background that the news 
of the merger of Ihta Oil Mills (TOMCO) 
with Hindustan Lever, with the former 
surrendering its corporate identity to its 
erstwhile rival, comes as a jolt. Just a few 
months back, Godrej Soaps had bowed 
to the wisdom of joining hands with 
another Indian subsidiary of a multina¬ 
tional, Proctor & Gamble (India), in 
setting up a joint venture. 


What is most striking iteut thCK post¬ 
liberalisation mergers is not the obvious 
consequence of a quantum leap in the 
degree of monopoly in the relesmt pro¬ 
duct markets (with Hindustan ^ver.get¬ 
ting command over one-third of the soaps 
and detergents market) or the growth of 
concentration of economic power (with 
Hindustan Lever moving up the ladder in 
terms of total assets from position 13 to 
9 or so). What is far more significant is 
the evidence of the crumbling of even the 
modicum of independence Indian entre¬ 
preneurship had displayed hitherto. In 
both cases, the foreign companies ate the 
gainers. In one, the Indian company 
(TOMCO) will disappear altogether from 
the corporate scene; in the other, the 
foreign company (P&G) is to be the domi¬ 
nant partner with an equity share of SI 
per cent in the joint venture. The produc¬ 
tion capacities and the formidable distri¬ 
bution network of Godrej in the Indian 
market are presumably the main attrac¬ 
tions for n&G. though Godrej is supposed 
to gain access to P&G’s international 
technology in soaps and also a chance to 
market its soaps globally, in both the 
cases, the multinationals’ focus is over¬ 
whelmingly on the large and growing 
Indian market. Considerations of even 
such a trade-off do not seem to exist in 
the Hindustan Lever-TCMCO case. Ihtas 
have sought to assure TOMCO’s share¬ 
holders that their interests will be pro¬ 
tected. This will no doubt be ensured. 
Tatas have also sought to assure TOMCX)’s 
S,S(X) workers and managerial staff of 
protection against retrenchment. This 
assurance necessarily rings hollow con¬ 
sidering that Hindustan Lever has been 
engaged in a major retrenchment and ra¬ 
tionalisation exercise of its own over the 
last several years. 

SECURITIES SCAM 

Diversionary Tactics 

IN his budget speech, finance minister 
Manmohan Singh refers ro ‘the securities 
scam’ in the context of the financial sec¬ 
tor reforms he intends to pursue further. 
While the scam, he believes, adds urgency 
to the need for the reforms, it also “reveai- 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscriptions to the £f*W 
from outside the country together with the subscription payments sent to 
.supposed subscription agents in India have not been forwarded to us. 

We w ish to point out to subscribers and subscripticin agerwies outside India 
ihai all foreign subscriptioas. together with the appropriate ivmittatKes. must 
be forwarded to us and nut to unauthorised third parties in India. 

Vie take no re.spunsibility whatsoever in respect of subscriptions not 
regi.slered with us. 

ManaiiI-H 
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ed weaknesses in the existing system of 
supervision of banks”. In this context he 
announced the decision to m up a 
separate Board for Financial Supervision 
within the Reserve Bank. 

R is interesting to note that the finance 
midister, who at the outset considered the 
irregularities in the banks' enormous ad¬ 
vances to stock market brokers a mere 
aberration over which he did not intend 
to lose any sleep, has at last recognised 
that it revealed weaknesses in the existing 
system of supervision of banks. But to say 
that the scam revealed weaknesses only in 
the system of supervision of banks is to 
grossly underplay its enormity. One can¬ 
not help observing, therefore, that the 
belated recognition on the part of the 
Hnance minister is not wholehearted; in 
fact the scam is being used to pursue the 
so-called financial .sector reforms that 
have little bearing on the loopholes in 
the oiisiing banking system which permit¬ 
ted the sort of massive fraud that was 
perpetrated by banks, panicularly the 
foreign banks, in collusion with some 
stockbrokers. 

The finance minister is obviously un¬ 
willing even to raise the right questions 
that would probe what enabled banks,, 
foreign banks in particular, to commit 
such serious irregularities in their opera¬ 
tions. Tighter supervision alone will not 
do unless the loopholes are identified and 
plugged. Instead what is happening is that 
the entry of foreign banks and the expan¬ 
sion of their activities are being made even 
easier than before The pre-budget an¬ 
nouncement in regard to the entry of new 
private banks with minimum equity levels 
and the freedom given to foreign banks 
to subscribe to such equity or to the equity 
of existing Indian bpuiks demonstrates the 
working of the government's mind. 

' The suspicion cannot be easily dismissed 
that there is a concerted attempt to play 
down the role of the foreign banks in the 
scam. Why is it otherwise that in the latest 
Economic Survey’s account of the various 
irregularities identified by the Janaki- 
raman Committee there is not a mention, 
even once, of the fact that a handful of 
foreign banks accounted for two-thirds of 
the irregular deals uncovered by the com¬ 
mittee? On the other hand, the occasion 
is used to flog the dead horse of the ‘over¬ 
regulated financial system’, though it is 
clear as daylight that the so-called over¬ 
regulation exists only on paper. 

HUMAN RIGHTS 

Pleasing Aid-Givers 

THE prime minister has finally let the cat 
out of the bag. Addressing a gathering of 
poUcemen and senior bureaucrats in Delhi 
recently, he asked the police to guard 


against 'excesses’ in their custody, as 
otherwise financial assistance from other 
nations might stop flowing. He reminded 
them that there had been a number of 
complaints about human rights violation 
and these were giving a bad name to the 
country. 

Incidentally,.such complaints had been 
consistently voiced over several years in 
the past by different Indian civil liberties 
and democratic rights groups—who were 
branded by Rao and his ministers as 
“agents of foreign powers’. Some time ago, 
Rao even accused these human rights 
groups of being in league with terrorists, 
thus legitimising the arrest of activists 
of such groups under TADA and other 
repressive measures. Today, ironically 
enough, Rao himself appears to have 
turned into a 'foreign agent^—echoing the 
concerns expressed by foreign aid-givers 
about human rights violation in India. 
When Indian human rights groups polite¬ 
ly requested him to stop such violations, 
he snarled at them. But when those who 
hold the purse-strings twist his arm, he 
immediately and publicly kowtows to 
them. 

Rao’s appeal to the police to remember 
that assistance from abroad (which is 
essential for him to remain in power) is 
dependent on the police behaving well 
(which means restraining thdr sadistic im¬ 
pulses) betrays the cunning servility which 
marks the thinking of those who run the 
Indian state It is not out of any genuine 
concern for the plight of their country¬ 
men, but only when they are hauled up 
by the western powers and business in¬ 
terests who threaten to cut off aid and 
stop investing that thp Raos and Chavans 
in the union ministry suddenly start talk¬ 
ing about setting up a Human Rights 
Commission, make overtures to the 
Amnesty International (which was 
anathema till the other day), and appeal 
to the police to stop excesses. 

From this do we then draw the lesson 
that to force New Delhi to respect human 
rights, we have to appeal to the west to 
call it to order? lb extend the argument 
further, in fhe present situation, when the 
government has totally failed to protect 
our own people during the communal 
riots, do we have to approach the western 
powers, or the United Natioiu to despatch 
peace-keeping forces to maintain order in 
India? 

Rao’s exhortations to stop ‘excesses’ 
may impress the foreign donors for some 
time, but will continue to be considered 
hog-wash the victims of the communal 
holocaust in Maharashtra, Gujarat and 
other parts of the country, the survivors 
of the BSF massacre in Sopm in Kashmir, 
and the tribal youth languishing behind 
bars in Andhra Pradesh. 


TWENTY YEARS AGO 

EPH', March 10, 1973 
Our Delhi Correspondent writes: 
I he pioitK'ols signed under the aegis 
of the Indo-Soviet Joint Commission for 
kconomie and Irx'hnical Co-operation 
cover a very wide field. If all the projects 
and e.xchunge of giKids envisaged in the 
protocols come through, further expan¬ 
sion of trade between the two countries 
would not encounter the difficulties ex¬ 
perienced in recent years .in balancing the 
bilateral trade The trade imbalances had 
risen primarily because of the inability 
of the Soviet LInion to supply such goods 
and .services as India neetfed. The heavy 
engineering equipment which the Soviet 
Union could more easily offer, India 
found difficult to absorb stnee there has 
been a slowdown in fresh industrial in¬ 
vestment and since large capacities in the 
sector have already been established with 
earlier Soviet assistance... India luur 
been trying to get the Soviet Union to 
enlarge its supply of non-project items, 
industrial raw materials, metals, and fer¬ 
tilisers, but without success... However, 
while the protocols help to extend and 
enlarge the scope of Indo-Soviet econo¬ 
mic co-operation and trade, and general¬ 
ly to balance the trade between the two 
countries, the inclusion of certain pro¬ 
jects and the manner of Srwiet participa¬ 
tion ill them may create lopsidedness in 
the development of the Indian economy. 
It is not clear, for instance, why Soviet 
participation has been accepted on the 
scale envisaged for the power piogramme 
It is one thing to import generating sets 
on a short-term distress basis in view of 
the lags and shortages that have deve¬ 
loped in the power economy, and the 
quite another to plan for full-scale im¬ 
ports to underpin a whole power pro¬ 
gramme, especially when it is well esta¬ 
blished the Indian capability is sufficient¬ 
ly developed for the requirerrients of the 
power programme over the longer ran. 
The inclusion of an alumina project in 
which the Soviets arc to participate may 
be questioned on similar lines. Of even 
greater significance is the implication of 
a change in the future steel programme 
in deference to the Soviet proporal for 
expansion of the Bhilai and Bokaro 
plants. Acccpuince of the Soviet proposal 
would, of course, virtually foreclose any 
other steel development programme bas¬ 
ed on indigenous effon. Particularly 
questionable is the protocol covering 
^iet participation in the exploration 
and production of crude oil. The fact is 
that whatever worthwhile assistance the 
Soviets had to offer in this field has 
already been taken. Continuation of the 
same arrangements is at this stage more 
likely to prove harmful as it would tie tiK 
Indian effoit in exploration to a single 
source ol technology and equipment 
which may not be able to cope with all 
the tasks in this sphere. 
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STATISTICS 















Variation (per cent) 



Index IMumbera of Wholeaale I'ricex 


latest 

Over 

Over 

Over 





(I98I-R2 ^ 100) 

Wbighi 

Week 

Last 

Ust 

March 







20 2-93 

Month 

Year 

1992 

1991-92 1990-91 

1989-90 

1988-89 

All Commodilies 

100.0 

2.32.5 

0.8 

7.3 

6.7 

13.6 

10.3 

7.5 

7.5 

Primary Articles 

32.J 

234.2 

1.0 

2.1 

3.9 

18.2 

13.0 

2.2 

4.9 

l-cxxl Articles 

17.4 

270.9 

0.3 

6.1 

6.3 

20.2 

11.8 

1.2 

9.9 

Non-food Articles 

10.1 

227.3 

2.8 

-5.1 

-0.1 

18.2 

17.0 

3.6 

-1.7 

l-uel. Power. Light and Lubricants 

10.7 

245.0 

1.9 

16.9 

14.8 

13.2 

12.3 

3.6 

5.6 

Manufactured Products 

57.0 

229.2 

0.4 

8.7 

7.0 

11.2 

8.4 

11.3 

9.4 






Variation (per cent) 



Coni of Living Indices 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 







1992 

Month 

Year 

1991 

1991-92 1990-91 

1989-90 

1988-89 

Industrial Workers 1982 - 100 

243'-’ 

-0.4 

8.0 

6.1 

13.5 

11.2 

6.3 

9.1 

Urban Non-Manual Employees 1984-83 -- 100 

205" 


9.6 

6.8 

13.5 

11.0 

6.9 

8.2 

Agricultural Labourers July 60 to 

1.067 

-1.7 

5.9 

2.0 

19.3 

7.5 

3.2 

11.4 

June 61 100 













Wiriaiion (per cent in bracket s) 



Money and Ranking 


Latest 

Over 

Over 

Over 





Unit 

Fonnighi 

Last 

Last March 31. 







(52-93) 

Month 

Year 

1992 

1991-92 1990-91 

1989-90 

1988-89 

Money Sui 2 ply (Mj) 

Rs crore 

3.57.117 

3.390 

46,004 

42,033 

49»560 

.34.486 

37,457 

28,959 



(1.0) 

(14.8) 

(13.3) 

(18.5) 

(14.9) 

(19.4) 

(17.0) 

Net Bank Credit to Government Sector 

Rs crore 

1.73.906 

1.220 

10.777 

17.612 

24,589 

23,048 

20.676 

12,105 

Bank Credit to Commercial Sector 

Rs crore 

2,14,9% 

2.919 

34.737 

23,931 

24.173 

21,443 

23.822 

20,395 

Net Foreign Exch Assets of Banking Sector Rs crore 

15,3% 

-656 

271 

-3,931 

10,098 

1,915 

-149 

1,128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2.64,460 

1.910 

39,990 

33,702 

38,217 

25,583 

26.809 

21,897 



(0.7) 

(17.8) 

(14.6) 

(19.8) 

(15.3) 

(19.1) 

(18.5) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,47,876 

1,831 

26,409 

22,284 

9,291 

14.848 

16.734 

12,470 



Latest 

Week 

26-2-1993 

(L3) 

(21.7) 

(17.7) 

(8.0) 

(146) 

(19.8) 

(17.3) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

13,822 

-118 

2.774 

-989 

10,223 

1.383 

-795 

-646 

US S mn 

5,278 

-54 

1,025 

-443 

3.383 

- 1,137 

- 1,354 

-886 

Index Numbera of Indunirial 


Latest 








Production 

Weight 

Month 

Averages for* 

Variation (per cent) 


(1980-81 ^ 100) 


(Oct 92) 1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 

1987-88 

General Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 8.5 

8.6 

8.7 

73 

Mining and Quarrying 

II.S 

2IS.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

Manufacturing 

77.1 

l%.8 

195.0(2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

278.4 

261.7 (4.5) 230.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic Industries 

J9.4 





. . 3.8 

5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 





. . 17.4 

22.4 

7.0 

15.9 

Intermediate Goods Industries 

20.5 





. . 6.1 

4.3 

11.5 

4.8 

Consumer Goods Industries 

23.6 





. . 10.4 

6.3 

'4.2 

6.5 

Durable Goods 

26 





. . 14.8 

1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 





. . 9.4 

7.5 

2.5 

6.2 

Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Dec 92) 

1992-93 

1991-92 

1991-92 

1990-91 1989-90 

l%8-89 

1987-88 

Export 

Rs crore 

4,192 

37,329 

30,795 

43,978 

32,553 

27,681 

20,232 

15,674 





(3S.I) 

(17.6) 

(36.8) 

(29.1) 

(23.9) 

Import 

Rs crore 

3.423 

47,480 

34,403 

47,813 

43,193 

35,416 

28,235 

22,244 





(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Trade 

Exchange Rate 

Rs crore 

-1.231 

-10.131 

-3,608 

- 3,835 

-10,640 

-7.735 

-8.003 

-6,570 

Employment Exchange Statistics 


Latest 

Cumulative for* 






Unit 

Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 


Number of Applicants on Live Register 

Thousand 

37,171 

37,171 

36,098 

36,300 

34,632 

32.776 

30,030 

30,247 

Number of R^istrations 

Th''usand 

537 

4.188 

4,862 

6,238 

6,541 

6,376 

5,%3 

5,465 

Number of Vacancies Notified 

Thousand 

34 

316 

365 

460 

490 

399 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Income 

Unit 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

Cross Domestic Product (current prices) 

Rs crore 

2 21,168 


3,50,899 

2.94,765 

2,60,03 

U3.799 

2,08,533 

1.86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2.12.316 

1.88.009 

1,70.205 

1.63,271 

1,36,366 

1,50,433 

1.44,865 


'4.2, 

(1.2) 







Per Capita Income (1980-81 prices) 

Rupees 

2.222 

2.174 

2,069 

1,902 

1,871 

IJ44 

IJI3 

1,790 


(2.2) 

(-1.1) 







1 * Up to (he latest month for the current year and for corresponding period last yea 

r. 



. . Noi available. I 

Notes: (1) Superscript numeral denotes month to which figure relates, e g. superscript' indicates that the figure is for January and so on. I 

I (2) Figures in brackets denote pcrf*eniage variations over the comparable period of the previous year. 
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IN THE CAPITAL MARKET 


KRM International 

KRM INTERNATIONAL was incorporated 
in 1988 for the manufacture and export of 
leather shoe uppers, leather garments and 
hosiery garments. It has posted a significant 
performance and registered a turnover of 
Rs 1,970 lakh for 1991-92. Its excellent per¬ 
formance in exports has enabled the com¬ 
pany to achieve the Export House status. 
The company has also b«n awarded a certi¬ 
ficate of merit for commendable perfor¬ 
mance in export of footwear components to 
general currency areas, in the Rs 10 to 20 
crore category, by the Council for Leather 
Exports. The company hus earned valuable 
foreign exchange to the tunc of Rs 30 crore 
in the past four years. KRM International 
has been promoted by the three Modi 
brothers, Shashi Kumar Modi, chairman, 
and Sunil Kumar Modi and Sanjay Kumar 
Modi, whole-time directors. They are also 
partners in KR Modi and Co, Bihar, which 
has business interests in the processing and 
exporting of mica since 1914. To overcome 
a shortage in timely availability of quality 
finished leather in its business, the company 
is now putting up a tannery unit for captive 
consumption and higher value addition. 
During the current year the company has 
already achieved a sales turnover of Rs I4.S0 
crore as on 31.1.93 and is hopeful of achiev- 
init the projected turnover of Rs 20 crore by 
the end of this financial year. 1'hc company 
has confirmed orders to the extent of 
Rs 6 crore for the first quarter of the next 
financial year. The tannery project will 
enable the company to capitalise on the 
prevailing world scenario in leather goods 
marked by units in Europe and other 
developed countries closing down operations 
due to high labour cost and overheads and 
the company is to facilitate higher produc¬ 
tion levels and expand its range of leather 
products. The total cost of the project is 
estimated to be Rs 722 lakh and it is pro¬ 
posed to be financed with a term loan from 
the IFCI of Rs 180 lakh, public issue of equi¬ 
ty shares at a premium Rs 480 lakh (share 
capital Rs 120 lakh and share premium 
amounting to Rs 360 lakh) and internal ac¬ 
cruals Rs 62 lakh. Almost the entire produc¬ 
tion is being exported directly to inter¬ 
national buyers. The company has already 
established a good market in Germany, 
Japan, Czechoslovakia and other European 
countries. Further, the company has plans 
to open offtces in US and UK so as to ac¬ 
cess major business centres. The Indian 
leather industry is well set for rapid growth. 
Exports of leather and leather products have 
grown from Rs 3,997.49 million in 1980-81 
to Rs 2S,S38.S3 million in 1990-91. It has 
been proposed to increase the export of 
footwear from the current level of about 16 
million pairs to 45 million pairs by 1994-95 
and shoe uppers from 40 million pairs now 
to 63 million pairs in 1994-95. The main 
thrust of the company is to excel in exports 
with almost the entire production being ex¬ 
ported. Tlw financial imjections for the next 
three years, 1992 93, 1993-94 and 1994-95, 
are saics and other income Rs 2,000 lakh. 


Rs 3,000 lakh and Rs 4,000 lakh, net profit 
Rs 260 lakh, Rs 450 lakh and Rs 600 lakh 
and EPS Rs 11.06 lakh, Rs 12.67 lakh and 
Rs 16.89 lakh. Dividend is expected at 10 per 
cent. 30 per cent and 40 per cent for the three 
years and book value of equity at Rs 39.28 
lakh. Rs 49.20 lakh and Rs 62.10 lakh. 

Suzlon Fibres 

Suzion Fibres of the well known Suzlon 
group of Surat, which has been promoted 
by Ibisibhai Tanti and which registered a 
turnover of Rs 24 crore for 1991-92, is setting 
up a textile unit at Ankleshwar in Gujarat 
at a cost -of Rs 570 lakh. The project has 
been appraised and term-financ^ by GIIC. 
The financial projection as per GIIC ap¬ 
praisal indicates a turnover of Rs 1,094 lakh, 
Rs 1,250 lakh and Rs 1,406 lakh for the first 
three years commencing 1993-94. The pro¬ 
jected EPS is Rs 2.04, Rs 2.17 and Rs 2.41 
respectively. The project is racing towards 
completion and, when commissioned, will 
manufacture 500 tonnes of polyester fila¬ 
ment yarn and micro-filament yarn, with a 
state-of-the-art DT machine imported from 
Itochu Corporation. Japan, and 16 rapier 
looms from South Korea to make export 
quality fabrics for dress materi^s, sarees and 
furnishing fabrics. By this expansion, the 
Suzlon group will be producing PFY up to 
1,660 tonnes per annum and fabrics up to 
5 lakh metres. Along with an experienced 
and technically qualified board of directors, 
the company is managed by Tulsibhai Tanti 
with Karsanbhai Patel as chairman. Fabrics 
to be manufactured by the company have got 
a very good potential for exports. The con¬ 
struction of the main factory building has 
been completed and the main imported 
plant, machines and utilities are under erec¬ 
tion. Trial runs and commercial production 
are expected to start this month. To part 
finance the cost of the project the company 
is entering the capital market on March 16 
with a public issue of 23.70,000 equity shams 
of Rs 10 each for cash at par aggregating 
Rs 237 lakh. Indbank Merchant Banking 
Service is the lead manager to the issue. 

Amar Polyesters 

Amar Polyesters, an existing company 
making profit, is entering the capital market 
on March 18 with an offer of 20.80 lakh 
shares of Rs 10 each at a premium of 
Rs 7.50 per share aggregating Rs 364 lakh. 
The company has been making cash profits 
ever since its yarn texturising plant at 
Chhatral was commissioned in November 
1987. It could hold its own even during the 
severe recession in the texturising industry 
in 1991-92 when, as against Rs 740 lakh dui 
ing the first full year of operation in 1988-89, 
sales amounted to Rs 1,592 lakh and the 
company paid shareholders 15 per cent 
against 10 per cent in 1990-91. The company 
is promot^ by G S Baldva with long ex¬ 
perience in the industry. The company is 
diversifying into the manufacture of world 
class, wide-width fabrics that have a ready 
and growing market across the world. 1b 


meet the international challenge, the com¬ 
pany is putting up sophisticated wide-width 
72 riitic and 16 picanol airjet looms with a 
project outlay of Rs 886 lakh. The project 
is being fiiiaiK'cd by promoters' contribution 
of Rs 191 lakh, internal cash accruals of 
Rs 6 lakh, ettsh subsidy of Rs 25 lakh, IDBI 
term loan ol Rs 3(X) lakh and public issue 
of Rs 364 lakh. To increase texturising 
capacity from 935 tonnes pet annum to 1,610 
tonnes, new equipment involving a capital 
outlay of Rs 134 lakh with term financing 
by the Gujarat Industiial and Investment 
Corporation has just been commissioned. 
1'he new piuject is being put up at Jalalpur- 
Godhneshwar in (iiijarat. ('ommercial pro¬ 
duction IS likely 10 coniinence by the end of 
this month. Ciujaiui Venture Finance pro¬ 
moted by the World Rank, IDBI and GIIC 
has subscribed to 3 lakh equity shares of 
Rs 10 each at a premium ol Rs 7..50 per 
share aggregating Rs 52 .50 lakh. Gujarat 
Ijeasc Financing, Ahmcdabad, and Bank of 
Baroda, Ahmedabad, an- the lead managers 
of the public issue. 

Kakatiya Ttrxtiles 

Kakatiya lextiles is an existing, profit- 
earning company engaged in the manufac¬ 
ture of cotton yarn of counts 40S and 32S 
from 1984. It is well established in the 
domestic market, covering powerloom, 
handloom and mill .sectors, and has shown 
good growth by gradually increasing capaci¬ 
ty over the years, fhe company’s turnover 
has more than doubled from Rs 346.7 lakh 
in 1989-90 to Rs 726.65 lakh in 1991-92 and 
net profit from Rs 35.68 lakh to Rs 76.82 
lakh. The company is now going in for a 
major expansion-cum-modernisation pro¬ 
ject, wherein the capacity will be increased 
from 9,600 spindles to 15.360 spindles and 
the major plant and machinery will be 
upgraded. The resulting high quality cotton 
yarn produced will be exported to global 
markets demanding cotton yam of high 
standards. The project has been promotted 
by the managing director, K Sudheesh, and 
is strategically l(x;atcd at Nallabandagudem, 
a notified backward area of Nalgonda 
district in Andhra I'radesh. The expan¬ 
sion/modernisation project is estimated to 
cost Rs 858.55 lakh and to finance it in 
the company proposes to enter the capittO 
market ^ the middle of March. Sales pro¬ 
jected at Rs 1,188 lakh for 1993-94 are 
estimated to go up to Rs 1,386 lakh by 
1995-96, profits before tax from Rs 242 lakh 
to Rs 343 lakh and profits after tax from 
Rs 225 lakh to Rs 284 lakh, with EPS im¬ 
proving from Rs 3.87 to Rs 4.89 lakh. 


Urmi Oil 

Urmi Oil. an existing company, earning 
profits and paying dividend and engaged in 
the manufacture of castor oil, is entering the 
capital market on April 5, offering for cash 
at par 23,80,000 equity shares of Rs 10 each 
for an aggregate amount of Rs 238 lakh, 
following its .successful operations since the 
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sun of its commercial production in July 
1991, the company now plans to fake on 
major expansion, helped by increasing con¬ 
sumer demand. To enhaiKe its present 50 
TPD seed crushing capacity the company 
has already placed orders for a 100 TPD sol¬ 
vent extraction plant and 50 TPD BSS grade 
refinery unit. These are being designed and 
developed by Troika l>rocess, Bombay, 
reputed suppliers of oils and fat process 
technology with a clientele spread world¬ 
wide. Armed with a completely indigenous 
technology, the company has an establish¬ 
ed oil mill at Chhatral, near Ahmedabad, 
while the proposed project is to be set up 
at Vadsar, 13 kms away. The civil work is 
in progress and is expected to be completed 
bv April. According to the appraisals made 


COMPANIES 


Jairaj Kapariia 

THL news after the union budget was 
prc.sented on f'ebruaiy 27 has been positive 
and pleasant as newspapers have been full 
of announcements of price cuts by the 
several industries that have been extended the 
benefit of a reduction in excise duty in the 
budget. But while captains of industry have 
reacted favourably to the exci.se concessions, 
it is a moot point whether the companies 
would be any better off in terms of profit 
even if the reduced rates of excise were to 
help raise their sales turnover. Profits could 
be rising with pioduction costs dcvlining. 
For this reliance is placed in the budget on 
customs duties which have been lowered for 
import of project equipment and industrial 
machinery, besides petroleum fc’edstock and 
petro products. 

Base industrial materials like steel and 
cement has'c bc'cii denied concessions ii' 
excise which have covered consumer goods 
like synthetic and man-made fibre and yarn, 
white goods, such as airconditioners and 
refrigerators, in addition to tea and coffee 
and plastic products and also all types of 
automotive vehicles. 1'hc.sc arc the products 
picked out for relief bccau.se, as the finance 
ministcTofaseived in his budget speech, the 
particular industries happen to have been hit 
by recessionary conditions. They arc to be 
helped with demand generation which lower 
prices after excise concessions can help bring 
about. Simultaneously, customs duties on 
some items like I^A and DMT used in 
manufacture of syn’hetic fibre also have 
been scaled down. 

But with lower customs duty on import 
of project equipment and iiidusirial 
macJiinery, a company like Iar%en and 
Toubro, with its big share in industrial plant 
and machinery, may find itself put in a 
straitjacket. More so, if steel and cement 
muimfacturers were to decide on a price rise 
as. indeed, SAM is said to be considering 
doing. 

IWiplc industry have welcomed the 
exci.se conccs.sions because ol a possible pick¬ 
up III demand and increased sales. But 


by Bank of Rajasthan, the project is.io 
enhance turnover to R$ 3,119.85 lakh and 
profit (after tax) to Rs 188.89 lakh during 
1993-94, yielding an EPS of Rs S.40 lakh. 
Capacity utilisation this year will be 75 per 
cent, which is expected to increase substan¬ 
tially in the coming years resulting in greater 
productivity arid hence profitability. The 
company’s expansion, designed to capitalise 
on the diverse uses and market potential of 
castor oil, is to cost an estimated Rs 389.51 
lakh. This is being financed by promoters' 
contribution of Rs 87 lakh, cash subsidy of 
Rs 8.35 lakh, term loan/deposits and inter¬ 
nal accruals amounting to Rs 56.16 lakh and 
capital issue of Rs 238 lakh. 

-JK 


greater turnover need not necessarily mean 
greater profits for the companies. And this 
is why perhaps the stock market is not en¬ 
thused by the excise concessions announc¬ 
ed in the budget—that and the fact that no 
relief has been proposed in corporate and 
personal taxation. 

SIF.RLIlt INDUSTRIES 

Exponential Growth 

With a dividend of 50 per cent declared 
on nearly double the paid-up share capital 
and a bonus i.ssuc proposed in the propor¬ 
tion of 4:5, Stcrlite Industries (India) has 
been magnanimous to its shareholders. The 
dividend declared for the year ended 
June 30, 1992 is payable pm rata on equity 
shares issued on conversion of debentures 
which was done during the year at two dif¬ 
ferent points of time, September 15, 1991 
and March 15, 1992. Although this makes 
the rate of dividend payable on the addi¬ 
tional shares proportionately less, the 50 per 
tent recommended dividend has meant a 
substantial increase in the aggregate amount 
from Rs 187 lakh for.ihe previous year to 
Rs 324 lakh. This and the 80 per cent bonus 
proposal together have underscored the com¬ 
pany's heightened prospects and excellent 
results for the year under review. Sales and 
other income grew 115 per cent to Rs 174.69 
crore and gross profit more than.doubicd to 
Rs 29.88 crore while net profit improved 138 
p r cent to Rs 24.48 crore. 

The directors state that the company's 
cables division recorded an iniprcssivc 
growth with production at 100 per cent of 
capacity of 9,02,797 crore km. The company 
has expanded capacity to 12 lakh CKM to 
seize emerging opportunities in the telecom 
sector and project^ further expansion of IS 
lakh CKM shortly. The division has an order 
book position of Rs 100 crore currently, 
while the long-term prospects are seen to be 
even better. 

Continuous cast copper is another field- 
of Sierliie Industries. The division recorded 


a saiisfiKtory performance desplie seweit im¬ 
port compression measures introduced by 
the government. Completing the first year 
of operations, the division recorded a turn¬ 
over of Rs 65.29 crore The capacity is being 
expanded from 12,000 tonnes per annum to 
30,000 tonnes, and the programme is to 
cover installation of a shaft furnace to be 
put up in technical assistance from 
ASARCO Inc, USA, so as to facilitate 
manufacture of CC rods from copper 
cathodes as well. The programme was 
scheduled to be t'ompleied by October 1992. 
With demand for the products remaining 
high in the country, the division is assured 
of good business prospects. Also scheduled 
to go on stream in last December was a pro¬ 
ject for manufacture of 15,000 tonnes per 
annum of aluminium cold rolled products 
(aluminium alloy sheets and foils) at 
Sanswadi, Pune, in technical collaboration 
with JW Aluminium, USA. The project was 
delayed during 1991-92 due to change in 
plant specifications while with the rupee’s 
devaluation there was an overrun in cost 
from Rs 49.90 crorc to Rs 61.30 crore. 

With the expansion and new projects 
coming on stream, Stcrlite Industries, whose 
sales turnover in the last four years has 
grown at an annual compounded rate of 
about 70 per cent, is set to make great pro¬ 
gress. The company came to the market last 
year and raised funds for a Rs 700 crore cop¬ 
per smelter project with a capacity of 60,000 
tonnes per annum being set up in collabora¬ 
tion with MM Floldiiigs, Australia, at 
Ratnagiri in Maharashtra. The plant is to be 
the first of its kind in the private sector and 
also the largest in the country and will yield, 
as it goes into production, besides < opper 
cathodes, anode slimes of gold and silver 
and sulphuric acid as byproducts and save 
considerable foreign exchange for the coun¬ 
try. The 1991-92 financial ratios (see the 
table) still makes modest reading. So also the 
share price at Rs 237.50, after the union 
budget. 

VAM ORGANIC 

Keen Competition 

Vam Organic Chemicals has had its ups 
and downs in recent years due to changes 
in government polities and as new entrants 
came into the field of vinyl acetate of whom 
a third more commenced commercial regular 
production during the year to March 1992. 
But despite competition increasing gross 
sales registered an increase of 34 per cent 
from Rs 9,056 lakh to Rs 12,175 lakh. Cross 
profit also improved from Rs 1,365 lakh lo 
Rs 1,433 lakh. Operating profit registered a 
sharp rise from Rs 2,172 lakh lo Rs 2,944 
lakh, which was despite average realisation 
per tonne of almost all the products decline 
The trend is expected to persist also during 
1992-93. However, demand for the com¬ 
pany's products continues to be healthy, as 
is reflected in the improved results for 
1991-92. With depreciation and taxation 
both claiming more, profit after tax has gone 
down from Rs 737 lakh to Rs 635 lakh and 
dividend has been maintained 40 per cent. 
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TbecomiNuty hu lined up some new |i^ 
iecu lotcthcr with expansion of capacity. 
But heie again newcomers are moving in. In 
l^rridine and picolines, for instance; competi¬ 
tion •>*' 'nc in after uk company commis- 
. . .v<J its plant during the close of 1990-91. 
in polyvinyl alcohol, after commissioning 
a 650 tonnes plant in July 1991. the com¬ 
pany doubled its oipacity to 1,400 tonnes 
during 1991-92 and has projected further 
expansion of capacity to 2,000 tonnes. 

Falling ia with the government policies of 
globalisation the company has established 
now an export division to take up also mer¬ 
chant exports and to make a substantial con¬ 
tribution to financial results in the coming 
years. Meanwhile, Insilco, promoted Jointly 
with Degussa AG of Germany, took up 
manufacture of spray dried silica with a 
capacity of 12X00 tonnes per annum in June 
1992, while it made a successful issue of 
share capital to the public. India Glycols, 
which the company has promoted, in the 
very ftrsi year of full production posted pro¬ 
fit after tax in exce.ss of Rs 22 crore on sales 
of Rs 73 crore. 

Having commissioned additional capacity 
for all of the products and with project costs 


showing a steep rise, the company has 
revalued its fixed assets again. There resulted 
an increase of Rs 2,456.50 lakh in revtaua- 
tion reserve which, after taking into account 
deductions during the year of Rs 364.10 lakh 
has stood at the close of 1991-92 at 
Rs 3,212.32 lakh against Rs 1,119.92 lakh as 
at the close of 1990-91. 

RATNAMANI ENGINEERING 

Maiden Dividend 

Ratnamani Engineering has the same pro¬ 
moters as Ratnamani Metals and Tubes, cur¬ 
rently in the market making a share capital 
issue to the public at 500 per cent premium. 
It was established four years ago at the same 
place the latter company is located, that i!>. 
Kadi in Mehsana district in Gujarat. And 
the company has now distinguished itself by 
declaring in its fourth year its maiden divi¬ 
dend of 10 per cent for the year ended March 
31, 1992. This became possible as the com¬ 
pany earned profits straightaway on com¬ 
mencing manufacture of machinery for 
chemicals industry. For 1990-91 it earned all 
income from trading in REP licences. The 
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Financial Indicators 

Sicrlite Industries 
June ’ “June ' 
1992 1991 

Vam Organic 
"Maicli Mai’ch 

1992 1991 

Ratnamani bngg 
Wafcir" " Mar^ 
1992 1991 

tHCome/expmses/profin 

Net sales 

1442.1 

6581 

10595 

7860 

15 


Excise duly 

2011 

1488 

I.S79 

1196 

3 

_ 

Other income 

424 

66 

101 

79 

18 

14 

Increase (decrease) in year-end 
finished slock 

178 

46 

22 

114 


Raw materials consumed 

10499 

4191 

2966 

2503 

23 


Rywer and fuel 

259 

172 

1472 

1227 

4 

... 

Other manufacturing expenses 

218 

80 

1048 

721 

1 

_ 

Labour cost 

121 

114 

489 

365 

6 


Other expenses 

861 

565 

1800 

1264 

6 

1 

Operating pronis 

1268 

1572 

.1944 

2172 

21 

15 

Interest charges 

279 

267 

1511 

807 

II 


Gross proliis 

1989 

IKIJ 

1411 

1.165 

10 

15 

Depreciation 

265 

201 

598 

481 

7 


Profits before tax 

2724 

1103 

815 

882 

3 

15 

Du provision 

275 

75 

200 

145 



Profits after ux 

2449 

1028 

635 

717 

3 

15 

Dividends 

124 

187 

210* 

210* 

1 

LiaMitlesylasseis 
i^id up capital 

825 

436 

5S5»‘ 

> 555*» 

120 

25 

Reserves and surplus 

9025 

3794 

7063 

4551 

21 

15 

Long term loans 

4050 

6455 

2964 

2691 

59 

51 

Short term loans 

1271 

75 

6906 

5615 



Other liabilities 

1989 

1427 

2997 

1367 

22 

17 

Grou fixed assets 

10251 

4716 

13494 

9771 

131 

lOy 

Accumulated depreciation 

790 

529 

4234 

3306 

7 


Inventories 

3165 

1953 

2468 

2478 

29 

_ 

or which finished goods 

924 

546 

1026 

1003 

20 


Receivables 

4000 

2162 

3200 

2864 

18 


Loans and advances 

2081 

2055 

9242 

9516 

28 

2 

Cash atad bank balances 

120 

338 

433 

642 

23 


Investments 

114 

1469 

1982 

816 



Other'assets 

19 

;<2 

_ 

2 

1 

2i2 

... 

Ibtal liabilities/assets 

I9I6I 

12187 

20484 

16798 

107 

Key financial ratios 

Ibrnover ratio 

0.75 

0.54 

0.52 

0.47 

0.07 


Return on sales 59 

20.72 

19.82 

13.53 

17.17 

66.67 


Return on investment^ 

15.60 

10.71 

7.00 

8.11 

4.50 


Return on equity (4k) 

24.87 

24.30 

8.34 

14.43 

1.57 

16.67 

Earning per share 

29.61 

23.59 

12.30 

14.27 

0.26 

5.92 

Dividend (%) 

50 

50 

40 

40 

10 


Book value per share (Rs) 

119.11 

97.03 

84.56 

76.43 

11.71 

15.90 

Current market price 

237.50 


375 


NA 


P/E ratio 

8.02 

— 

30.49 

— 

— 



• Rs 4 lakh preference dividend. *• Rs J8.S0 lakh preference share capital. NA - Not available. 


company installed half of the licensed I JlOO 
tonnes capacity of industrial machinery, 
while it has also licensed 5,000 tonnes 
capacity for manufacture of forged flanges 
and bearing races and fittings of carbon 
alloy and stainless steel. It registered produc¬ 
tion of 249.7SI tonnes of industrial 
machinery. Sales grossed Rs 18 lakh while 
the company earned Rs 37 lakh by job 
charges in a total income of Rs 56 lakh. 

Against operating profit amounting to 
Rs 21 lakh, profit after interest and deprecia¬ 
tion worked out to Rs 3 lakh, whereas in the 
previous year the company earned a profit 
of Rs 15 lakh from trading activity. The 
previous year’s surplus has augmented the 
profit for appropriation to Rs 18 lakh. 
However, the year’s net profit itself is suffi¬ 
cient to cover the dividend pay-out of a 
modest Rs 2.% lakh. The dividend is payable 
pro rata on rights shares of an aggregate 
amount of Rs 95 lakh issued in March 1992, 
following which the paid-up share capital 
increased at the close of the year from Rs 25 
lakh to Rs 120 lakh. 1 he directors have since 
proposed a further rights issue of 4.80 lakh 
shares at a premium of Rs 4 per share and 
an issue ol 1.20 lakh shares to Ratnamani 
Metals and Tubes, raising in the aggt'Cgate 
Rs 84 lakh for a Rs 492 lakh submerged arc 
welded (SAW) pipes project to have com¬ 
menced production in February this year. 

KIKIGSKAR PNEUMATIC 

ISO 9001 Certificate 

At an impressive function held at Hotel 
President, Bombay on February 25, the 
Pune-based Kirloskar Pneumatic Company, 
a widely diversified engineering company of 
the Kirloskar group, was presented with the 
coveted ISO 9001 Certificate The company's 
vice chairman and managing director, 
P D Gune, received the certificate from 
S V Mony, chairman. General Insurance 
Corporation of Iqdia. and vice-chairman. 
Indian Register of Shipping (IRS), who 
made the presentation on behalf of Indian 
Register Quality Systems (IRQS),*a depart¬ 
ment of IKS. 

IKQS is granted accretlitation by the 
Dutch council for ceriificaiion. Raad voor 
dc Ceriificaiic (KvC), enabling it to award 
the ISO certificate to Indian com;>anics and 
industries. It is the first organisation of its 
kind in the whole of Asia to earn this 
distinction. The Netherlands ambassador, 
H J du Maichic Sarvaas, was the chief guest 
at the function held in Bombay. 

The I.SO 9001 certification enables an 
organisation to export its goods to Europe 
and the world market. KP(?L is already an 
exporter of its goods worldwide. However, 
now, with the ISO 9001 ceriincation. it can 
expand ns global market with greater ea.se. 
KPCi is the only Indian company to claim 
the most comprehensive certification for its 
entire operations in the areas of pneumatic 
power, air-conditioning and refrigeration, 
hydraulic power transmission and turnkey 
project services which it offers from its 
plants at Saswad and Pune. 
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Walking Tall In The World Of Exports 





Exports. The key to KRM's growth. 

M KRM Interrutional exports have been the comer stone of Hs 
spectacular growth. A growth that has literally taken KRM places in 
the export markets of the world. 


A LEATHER 
A LEATHER PflOOUCTS 
A HOSIERY GARMEMTS 



Turnover 
Het Profit 
Hetwortti 


4 Year Performance 


608% increase 
1020% increase 
1105% increase 


HKHUSHTS 
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■ Statue et "Expert Heuee" recegeltlen by Be w rweiei i t of 
India. 

■ Atamelanllrahimovarlaby wayofaxparttllMrabysHelMa 
tar 100 % tax eancaialoni on On praSla darhiad Iran axpertt. 
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Magadh Slock Exchangee. 


Sombay, Sangalere aad 


PUBUC ISSUE OF 12,00,000 EQUITY SHARES OF 
RS. 10/* EACH FOR CASH AT A PREMIUM OF RS. 30/- 
PER SHARE, AGGREGATING RS. 480 LAKHS. 

I lAOMANACit MS U) rnr iSSlif 

c:anara bank 

MERCHANT BANKING CELL 
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Vijaya Bank A TIMES (iuaranty 
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MSKFACTniS 

■ ThapowerrequIianmiltorllNTenncryprolBelleyeltelM 
eanclkiMd by Reraatoke Etoctrldly Beard. The Company hee 
prayMad tor 06 into, wMch alMuld aneura adaquato powar 
eupply.ltowainr.dalay In pewareanellM would ineruaau 
tha powar aeet marginally. 

■ Thalaxcenoatalonaonnepoitpromdapandaonllinpalleiat 
of On Goyammant. ddynrea changa to tha paHclaa may atlict 
llw prufllaMlity. HAvavar, Hrtlh On IhrHcl on inraign 
axchanga aaralaga, lha potnihillly at any nach advaraa paOcy 
lemhilnial. 

■ Aalenormalandpnvalaiilinaiiylndaahy.lhaCampaiiy 
aepnele compaUllmi from axhHnf and now unito. Hawavar, 
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■ OiilylhaTamiarypra|aelliaabami^alaadbylFa;am 
balanca hmda raquIraniBata ara ateauad tadapandMlIy hy 
aw Company. Hanca, uunaaUao of On praeaada al Oris totaa 
lelafttolliadlicruUo a ottlitmanaeuniun t . 
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T** ISSUE incluoino oevolvement of underwriters within 

IM DAYS FROM THE DATE OF OPENING OF THE ISSUE. ruE COMPANY SHAa 
SS.™*® entire subscription AMOUNT WITHIN 128 DAYS . WITH 
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The war is being fought on ground indicated by the RJP. Even the 
left is trying hard to explain to the masses the true ingredients of 
Hindutva and what Vivekananda and others really meant. The 
fight is no longer over the choice of contextual, but over their 
interpretation. The struggle for the soul of India has been 
vulgarised into a brand war: dur brand of Hindutva is superior 
to theirs. 


WHY not say it, one major factor con¬ 
tributing to the sorry state the country is 
in is the quality of politicians and minis¬ 
ters—ministers not just at the centre but 
in the state governments toa They are 
mostly very ordinary individuals; thdr in¬ 
competence reflects this ordinariness. 
They cannot do better, because they are 
incapable of doing better. Their intellec¬ 
tual equipment is poor; their comprehen¬ 
sion of events unfolding around them is 
therefore either wayward or superHci^. 
Little point in beating about the bush, one 
might as vmll name names. P V Narasimha 
Rao, despite his reported acumen in 
literature and languages, is not a patch on 
Jawaharlal Nehru; the credentials of 
Arjun Singh, currently guiding the educa¬ 
tional destiny of the nation, could not 
bear comparison with the sagacity and 
scholarship of the nation's first minister 
of education, Maulana Abul Kalam Azad; 
apply any criterion, men like Buta Singh, 
Makhan Lai Fntedar and Kalpanath Rai 
could not have held a candle to even the 
junior ministers attached to C Rajagopala- 
chariar and Govind Ballabh Pant when 
they held office. The secular decline in the 
quality of politicians in the opposition is 
equally striking. The first parliamoit 
could boast of luminaries like M N Saha, 
K T Shah, Shyamapiasad Moofcerjee and 
Hiren Mukherjec; their current replace¬ 
ments are; more often than not. junior 
college lecturers or school teachers from 
district towns who have made it to the Lok 
Sabha because of their proximity to those 
flaunting money or mukles. This is no 
process of proletarianisation; it is just 
plebeianisation of a rather mean sort. 

Managing this huge, complex country 
is evidently too much for the present 
generation of politicians. They are persons 
of limited perception; their administrative 
ability is equally constricted. Little serious 
or substantive work is done these days in 
parliament; most of the time is set aside 
for the display of lung power. Such a 
denouement should evoke no surprise: 
shouting is about the only activity the ma¬ 
jority of the MPs.can claim to excel in. 
The problems afflicting the country have 
multiplied a hundred-fold over the past 


four and a half decades; in contrast, the 
level of efTiciency of tliose in charge of the 
national administration has actually gone 
down by quite a few notches. Not that the 
adage—as a nation matures, its political 
leadership too does—is thereby discredited 
wholesale; this nation, it can be argued, 
has not matured at all, so why should the 
political leadership grow wise either? 

It is necessary to be even-handed in 
one’s summing-up though. Is not the 
calibre of the present set of leaders 
relatable to processes set in niotion by the 
earlier generation of politicians them- 
sevles? Was not our beginning, alas, the 
beginning of our end too? It is not mere¬ 
ly the instance of the Constitution, a 
miserable pistachio of inconsistencies and 
contradictions the politicians stitched 
together at that time; There were other in¬ 
congruities. Jawaharlal Nehru, a supposed 
socialist, was a man of marked ambi¬ 
valence. An aristocrat in his demeanour 
and mode of daily living, he took parti¬ 
cular pride in the taken-to-be-axiomatic 
glorious sacrifices his family made to the 
nation’s cause. Following his active en¬ 
couragement. democratic practice was 
reduced to the genre of a polypoiy: only 
a few families mattered; leadm picked 
their successors from amongst their near 
and dear ones. Nehru saw nothing wrong 
in naming his own daughter, at that time 
a nondeScrirM society hostess, as president 
of the Indian National Congress. Should 
anyone have dared to challenge his choice, 
he might have condescended to stress the 
point that her personal qualities were in 
no way inferior to those of the others who 
could have been serious contenders for the 
position. The consequences of the parti¬ 
cular decision, with its implicit acknow¬ 
ledgement of the dynastic principle of suc¬ 
cession. however proved to be far- 
reaching. Again, one must at least try to 
be fair. Indira Gandhi, despite her 
political and academic non-crcdmtials at 
the time of her consecration, was an ex¬ 
ceptionally sophisticated person; she had 
a natural elegance; she grew up to love 
books and paintings; she could have held 
her own in avant-garde salons in Ihiris. 
And there is no question she adapted 


herseir quickly to the fast track of politics. 
Even so, the negative aspects of her 
character could not quite be wished away. 
Her hauteur surpassed her father's. She 
failed to liberate herself from the credo 
of dynastic succession. Or it was presunw- 
hly a little bit more complicated than that; 
her reflexes were those of a socially in¬ 
secure individual who, in times of stress, 
clings to those regarded as trustworthy 
beyond dispute. It was perhaps a hap¬ 
penstance that, in her case; this circle was 
confined to her family. When played into 
a corner, she sought support exclusively 
from her own offspring. Her sons, accor¬ 
ding to her judgment, were prr se more 
competent to assume control of the na¬ 
tion's affairs than the general rabble of 
politicians perambulating in the outer cor¬ 
ridor. The slide towards mediocrity, and 
worse, was the direct outcome of the 
ascendance of such a scale of values. 
Another of her decisions was equally far- 
reaching. The procedure of periodic elec¬ 
tions based on adult sufTrage, she con¬ 
cluded, had its own compulsions: it called 
for unlimited campaign funds, which she 
and her party had to raise by whatever 
means possible Money power thereby got 
wedded to the system. Money power 
brought in its wake muscle power. The ad¬ 
mixture of the clout of money, the clout 
of goons and the principle of dynastic 
succession swiftly transformed the struc¬ 
ture of politics; it also wrote finis to the 
theme of administrative competence 

A yet further charge needs to be posted 
against Indira Gandhi. Money power by 
itself was not sufficient, she convinced 
herself, to win elections. The religiosity of 
the Indian people had to be made use of 
toa The electronic media could be put to 
excellent use for this purpose; Blanto the 
country with television sets, and blanket 
the telnision screen with visual presenta¬ 
tions of deep leligious-mindodness; some¬ 
where along the line, smuggle in her 
image; the goddess of a leader who con¬ 
tinuously seeks the counsel of this or that 
jagatguru. who keeps hopping from 
temple to mosque to church to synagogue; 
who prays for ever with her beads for the 
nation's well-being and salvation. 

The son succeeding her as prime minis¬ 
ter was of average merit and intelligence 
He was perhaps well-intentioned in his 
own manner, but otherwise a somewhat 
dim-witted individual. He had little time 
to spare for those indulging in books and 
scholarly pursuits. The sophisticated 
crowd both the grandfather and the 
mother used to cultivate was not his cup 
of tea. His tastes and preferences were 
more mundane; He nonetheless assimi¬ 
lated well the political logic his mother 
had pursued: to survive in power, it was 
necessary to arrange for money and 
muscle power; it was equally necessary to 
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exploit to the hilt religiosity and the elec¬ 
tronic media. The Ramayana and 
Mahabhamttt serials prospered during his 
time; these changed the face of Indian 
history. The son went further. He unlock¬ 
ed the closed premises of the ‘disputed* 
site at Ayodhya. This gesture of Hindu 
religiosity he balanced by amending, 
following the Shah Bano judgment, legis¬ 
lation pertaining to the divorce of Muslim 
women and by clamping a ban on Salman 
Rushdie’s book. To balance these latter 
decisions, at the next round, he scampered 
to listen to the sage advice of the machan 
baba and permitted shUanyas within the 
precincts of the Babri Ma.sjid. He thus 
propelled the impulses which have now 
brought India very close to disintegration. 

There are other facets of this absorbing 
tale. Rajiv Gandhi was a naive, ordinary 
person. Like any ordinary person, he was 
enamoured of the good things in life. 
Given the sheltered existence he had led, 
he had little awareness of such basic issues 
of national life as poverty, malnutrition, 
illiteracy and joblessness: the complicated 
mechanics of economic growth was 
beyond the ken of his comprehension. 
Everybody, not excluding the poor, 
should, he must have thought, have the 
good things in life, such things as advanc¬ 
ed western technology is able to produce. 
Economic policy was accordingly encap¬ 
sulated by him into unbridled import of 
foreign technology and of foreign luxury 
goods. Foreign exchange was however re¬ 
quired for paying for such imports, which 
was a bother. But never mind; where there 
is a will, there is a way. The rest of the 
story is fairly well known. To pay for the 
heavy imports, Rajiv Ciandhi’s govern¬ 
ment chose to borrow indiscriminately in 
the international capital market. The 
massive borrowings led, inevitably, to the 
debt trap. We are reduced to a state where 
our survival is contingent upon the 
munificence of foreigners. But charity 
does not drop gratis, like manna from 
heaven. We have to pay for it; we are pay¬ 
ing for it by in effect surrendering our 
sovereignty. The apologists of the arrange¬ 
ment make no bones about it; the person 
we appoint as finance minister, they assert 
unabashedly, must enjoy the confidence 
of our paymasters. 

Such then are the quirks of history. A 
not-terribiy-bright person like Rajiv 
Gandhi succeeded in triggering off a chain 
of events which have transformed India 
in a manner that would have been beyond 
the wildest imagination of either JawaWlal 
Nehru or Indira Gandhi. It cannot be 
helped if not their own party, the Con¬ 
gress, but the Bharatiya Janata Party has 
emerged as the principal beneficiary of 
Rajiv Gandhi’s epoch-making initiatives. 
It is not i!ie indirect, informal electoral 
arrangement the Janata Dal entered into 
with it which allowed the BJP to raise its 


strength in the Lok Sabha from two in 
1984 to eighty-six in 1989 and one hun¬ 
dred nineteen in 1991; the credit should 
really go to the communal frenzy begotten 
by the Ramayana and Mahabharata 
serials beamed by Ooordarshan. Render 
unto Ramanand Sagar what belongs to 
Ramanand Sagar. And there would have 
been no Ramanand Sagar without Rajiv 
Gandhi. 

The BJP is currently playing not just 
the Ramlala card; it is also playing, equal¬ 
ly determinedly, the card of economic self- 
reliance. It has been both clever and 
imscrupulous, and running up and down 
on both sides of the street. It has strong¬ 
ly come down on the side of economic 
liberalisation and the abolition of in¬ 
dustrial controls. As a result, the parly has 
attracted droves of admiring businessmen 
and industrialists to its fold. It is today 
an enormously rich party and can match, 
black money for black money, the afflu¬ 
ence of the Congre.ss. It has not however 
failed to stoke the fire of mass discontent 
over rising prices and growing unemploy¬ 
ment which liberalisation measures have 
brought in their train. Besides, its espousal 
of swadeshi and economic .sclf-rcliancc 
has put into shade the feeble protestations 
of both the Gandhians and the Left 
ideologues. 

In this country now populated by politi¬ 
cians of the mediocre breed, the BJP, 
marginally cleverer than the rest, has, not 
surprisingly, come up t umps. Not only 


P V\Narasimha Rao and his miserable 
retinue have been reduced to the status of 
BJP’s camp-followers, or, as some have 
uncharitably remarked, its junior team. 
Even the Left are doing hardly any better. 
According to latest reports, they are try¬ 
ing hard to explain to the masses the true 
ingredients of Hindutva, and what Swami 
Vivekananda and others really meant. The 
Tight therefore is no longer over the choice 
of contextual, but over their interpreta¬ 
tion. The war, in other words, is being 
fought on the ground indicated by the 
BJP. That is to say, the Left too have 
implicitly accepted the notion of India 
being a religious republic The struggle for 
the soul of India has thus been vulgarised 
into a brand war; our brand of Hindutva 
is superior to theirs, so, please, join our 
procession, and let us give the fellows 
arrayed against us a bloody nose. 

That such outrageous farce has been 
elevated to the status of respectable fare 
is of course on account of the degeneracy 
of the system. A proletarian revolution is 
far off. Meanwhile, the lumpens have 
taken over, and fourth and fifth grade 
politicians rule the roost. The BJP is 
doing a shade better because the politi¬ 
cians in its fold happen to be only second 
or third rate. I'here is little point in being 
snooty though: the country now belongs 
to mediocrities, but these mediocrities arc 
the end-product of a historical process 
which b^n with the nation’s sage found¬ 
ing fathers. 
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Rupee-Rouble Agreement 
Was It a Sell-Out? 

Sunil Knnwar 

Is the Narasimha Rao-Boris Yeltsin agreement on the valuation of 
India’s outstanding debt to the former Soviet Union a reasonable 
one? Or could we have 4 >ressed for a better deal? To answer these 
questions we must consider the terms of the original 1978 Indo- 
^iet protocol to find out what possibilities were open to the 
Indian side to begin with. 


THE recent visit of president Boris Vcltsin 
witnessed the resolution of a contentious 
issue which was threatening to stall Indo- 
Russian trade and. more importantly, 
political relations between our two 
nations. Over a long span of time India 
had incurred a very substantial debt on ac¬ 
count of both civil and military purchases 
from the erstwhile Soviet Union. This debt 
is estimated at about 9.8 billion roubles 
outstanding as on March 31,1992. The 
Rao-Yeltsin agreement resolved the par¬ 
ticular rupee-rouble exchange rate that 
will be employed in determining the rupee 
volume of the debt and the exact manner 
in which it will be repaid. But this has 
sparked off a controversy on whether this 
agreement was a sell-out of India’s 
interests. 

The considerable political-economic 
adjustments in Russia subsequent to the 
break-up of the Soviet Union have 
brought in their wake much turmoil and 
hardship, one of the many manifestations 
of which has been a precipitous decline 
in the value of the rouble vis-a-vis inler- 
rrationai currencies. From the protocol 
rate of almost Rs 32 to a rouble in 1992, 
we saw it plummet to a value of no more 
than 5 paise recently. Using this exchange 
rate; some argue, our debt to Russia would 
amount to a pittance—a mete Rs SO crore 
or so. This, therefore, they feel is the 
amount that we should be repaying to 
Russia. Several arguments have b^n pro¬ 
ffered to support this stand, it is argued 
that just as our rupee debt has escalated 
consequent to depreciation of the rupee 
over time, so also our debt to Russia 
should be reduced to the extent of the 
appreciation of the rupee against the 
rouble. Further. Russia has repeatedly 
stated in no uncertain terms that the 
honeymoon is over and that our relations 
must now be governed by strict economic 
principles. Therefore, we should be as 
businesslike with Russia as it has tended 
to be with us of late. In other words, we 
should have taken full advantage of the 
current situation and nailed home an 
agreettteni based on the current market 


exchange rate. One critic has even taken 
the line that countries like Laos, Angola. 
Cuba, etc, may noi be able and/or willing 
to repay their debt to Russia; so wny 
should we be expected to beat such a big 
burden. 

In addressing this controversy, some of 
the arguments proffered may be dismiss 
ed out of hand. Jusi because other nations 
are unable or unwilling to repay their 
debts should be no reason .for India to 
follow suit. Honouring one’s com- 
milmcnis yields returns other than merely 
a decent credit rating. Similarly, where is 
the juslirication for asking Russia to agree 
to the ‘current’ exchange rate of S, 1(1 or 
20 paise to a rouble, when most of our 
debt was incurred in a period when the 
Russian economy was not so ravaged by 
inflation as it is today. We must pay for 
what we have bought. That the Soviets/ 
Russians have hardly been this fair to us 
does not negate this argument. Also, this 
argument is quite distinct from that of the 
feasibility of enforcing the ’current’ 
exchange rate on Russia, whether S, 10 or 
20 paise per rouble, and the deleterious 
consequences on trade, development and 
political relations of such a preposterous 
proposal. 

One argument which merits attention 
is that the rouble has always been over¬ 
valued relative to international currencies, 
including the rupee. This has become 
painfully manifest given the state of free 
fall of the rouble in the recent pa.st. While 
this argument was never accepted by ‘he 
Soviets, the 1993 protocol with Russia 
does allow for it to some extent. Going 
by the 1978 protocol, the exchange rale on 
April 1,1992 works out to Rs 3I.7SI4 per 
rouble; so that the debt outstanding on 
this date would be about Rs 31,342 crore. 
Normally this would have been the 
amount payable by India in terms of 
goods and services. However, the 1993 
protocol took account of the changed 
situation and rc-cstimated the debt 
liabilities as follows. A part of the debt 
would be paid in accordance with the 
previously contracted schedules. This 


‘non-rcscheduled portion’ is the rupee 
equivalent of the rouble debt using the 
protocol exchange rate of January 1, 1990, 
which was Rs I9,9I(>9 to a rouble. Using 
this exchange rate, the debt amounts to 
about Rs I9.(i60 crore, which must be paid 
ovci a 12-year period at interest rates 
approximating 2..S 2.6 per cent per 
annum. The difference in the two rupee 
amounts mentioned above (i e, the dif¬ 
ference in the tupce volume at the April 
I. 1992 rate and the rupee volume at the 
January I, 19‘JO rate) would then be 
rescheduled into interest-free, equal, yearly 
instalments spread out over 4S years. Is 
this a rcasoiKible concession? Could we 
have pressed lor a better deal? To answer 
these questions we must consider the 
terms and conditions of the original 1978 
protocol so as to know what pa.ssibilities 
were open to the Indian side to begin with. 

The erstwhile Soviet Union had futuled 
several defence and civilian projecl.s and 
supplies to India through state credits. 
Although the credits were denominated in 
roubles, they were repayable in rupees 
through the export of equivalent quan¬ 
tities of Indian commodities. T he protocol 
exchange rate (which at that time was 
fi.xcd at Rs 10 1 lotible) was to be ap¬ 

plicable to. (a) existing rouble credits 
between the two goveirimeiits; (b) existing 
commercial rouble contracts and commer¬ 
cial rupee contracts containing a gold 
parity clause; (c) existing and previous 
deferred payment contracts containing a 
gold parity clause; and (d) existing service 
rouble contracts and service rupee con¬ 
tracts containing a gold parity clause The 
1978 protocol also explicitly staled that the 
protocol exchange late would be ap¬ 
plicable to all future credit agreements and 
commercial iransaclions, and to commer- 
cial/deferrcd payment contracts* falling in 
the above-mentioned categories, either 
when denominated in roubles or where the 
contract price was related to the exchange 
rate. 

Further, the e.xchangc rate would be 
subject to change from time to time 
depending on the value «>f the rupee 
relative to a specified set of currencies (the 
old SDR basket of 16 currencies). Thus, 
if changes on any day exceeded -*-3 per 
cent relative to the base value of the basket 
(i c. Rs I0..S693 as on November 25, 1978), 
the protocol exchange rate would be read¬ 
justed proportionately. Thus changes in 
the ‘interiiational' value of tlie rouble were 
just not considered.. In other words, while 
the credits extended were protected against 
a weakening of the rupee over time, the 
weakening of the rouble was not allowed 
for 1 he point to note is that the original 
agreement included a protection clause as 
far as Soviet/Russian interests were con 
Lcrned. To argue that the agreement was 
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lopsided and overwhelmingly favoured 
one parly, is to miss the point that the pro¬ 
tection clause was nevertheless a fact. 

This leads to the question whether 
India could have taken recourse to legal 
action by approaching the international 
monetary bodies on the issue of the 
iniquitous protocol exchange rate, in the 
extreme case choosing to renege on (apart 
of) the debt. It seems that in view of the 
written agreement between our countries 
the burden of legal opinion could hardly 
have weighed on our side (quite apart 
from the virtual impossibility of deciding 
such a bilateral matter in a multilateral 
forum). Further, on account of strategic 
considerations, exercising such an option 
may not have been desirable. 

The question then ari.ses whether a 
more favourable settlement than the one 
arrived at on January 29, 1993 could have 
been effected by India. This boils down 
to a question of the relative bargaining 
strengths of our two countries. While 
many are quick to point out the erosion 
of the political-economic clout of what 
was once the Soviet Union, I feel that 
relative to India this weakening has occur¬ 
red in theory only. Had the ‘power equa¬ 
tion’ between our countries been altered 
significantly, this would have been 
reflected in the framing of the current pro¬ 
tocol as compared to the previous one. 

The 1978 protocol was signed after a 
prolonged tussle of over six years. Initially 
sought to be applied to ‘invisible trans¬ 
actions' such as tourist payments, it was 
subsequently pushed through for debt ser- 
vici^ as well. The Soviet Union pressured 
India into a hew exchange rate of Ks 10 
to a rouble following exchange rate 
instability in the 1970s. the resulting 
(temonetisation of gold and the deprecia¬ 
tion of the rupee against the sterling 
(as per the Smithonian agreement in 
December 19 <1). 

The 1993 protocol, similarly, was the 
end-result of a protracted tussle tor over 
six years. Sometime in late 1986 the Soviet 
Union began pressuring the Indian 
government to shift to the new five- 
currency (from the earlier lb-currency) 
SDR basket. The government of India was 
unwilling to do this because jhe new 
basket was stronger than the earlier one 
relative to the rupee (This was because the 
old basket included several relatively 
weaker currencies carrying a dispropor¬ 
tionately larger weight. For instance, the 
relative weight of the halian lira was 
52.00. whereas those for the US dollar, 
deutsche mark and the pound sterling 
were only ().40,0.32 and 0.05 respectively.) 
Such a shift would then tantamount to a 
depreciatiori of the rupee and an increa.se 
in India's debt liabilities. Subsequently, 
however, tlie Indian government conceded 
this demand and both sides started 
deliberations to arrive at an agreeable 
rupee-rouble exchange rate. The Indian 


position seems to have been that it is un¬ 
fair to rigidly link the protocol exchange 
rate to the depreciation of the rupee 
vis-a-vis the SDR, because this rate of 
depreciation over time has tended to 
exceed the rate of inflation pertaining to 
the Indian goods exported to Russia. This 
is relevant because the debt is being repaid 
through ex(»rt of Indian goods. Thus, the 
protocol exchange rate has tended to im¬ 
pose an unfair burden on India. Further, 
it does nor account for the depreciation 
of the rouble over time. However, the 
Soviels/Russians have never quite relented 
on this latter point. On the former point, 
India suggestt^ January I, )987 as the cut¬ 
off point, the exchange rate then being 
Rs 14.3 to a rouble. Russia countered that 
November 1,1990 be the relevant date, the 
exchange rate then being Rs 22.7 to a rou¬ 
ble. The 1993 protocol finally agreed to 
January I, I9M as the cut-off date, the 
exchange rate then equalling Rs 19.92 per 


THE newly enacted Consumer Protection 
Act has provided a civilised outlet for the 
discontent amongst the consumer of the 
health. However it has also generated in¬ 
tense controversy in the health care field. 
It is necessary to understand the COPRA 
Tirsl to realise its implication for the con¬ 
sumers as well as the medical profession. 

The Consumer Protection Act was 
enacted by parliament in 1986. This act 
created Consumer Councils and other 
forums to settle the consumer disputes. 
This act seeks to promote and protea 
rights of consumers, such as: (I) The right 
to be protected against markaing of 
goods which ate hazardous to life and 
property; (2) The right to be informed 
about the quality, quantity, potency, puri¬ 
ty, standard and price of the goods to pro¬ 
tect consumer against unfair trade prac¬ 
tice; (3) Right to be assured that consumer 
interest will receive due consideration at 
appropriate authority; (4) The right to be 
assured access to a variay of goods at 
competitive price; (S) The right to seek 
redressal against unfair trade praaice or 
unscrupulous exploitation of consumers; 
(6) Right to consumer education. 

These objeas are sought to be pro¬ 
moted through setting up of central and 


rouble Clearly, the ggicemem virtually 
matches the Russian position. 

It is no coincidence that the signing of 
both protocols was followed by official 
statements that the exchange rate issue 
had hindered trade and economic co¬ 
operation baween the two countries. (The 
fact that Russia supplied only a fraction 
of the four million tons of much-needed 
crude promised for 1992 is one indicator 
of this.) All the above evidence goes to 
show that our bargaining position has re¬ 
mained much the same over the years. 
India is hardly in a position from where 
it can enforce its viewpoint. A lack of 
alternatives has added to this feeling of 
helplessness at times. (Witness the 
American refusal to sell us grain last year 
on the flimsy excuse that we had exported 
10,000 tons of rice to Cuba.) Consequent¬ 
ly there does not seem to have been much 
justification for having expected a better 
deal. 


state-level consumer councils and con¬ 
sumer commissions and a forum at the 
district, state and national levels. These 
bodies, though quasi-judicial, have powers 
of civil courts for the purpose of this aa 
(sec 13). These include secs 193 and 228 
of IP Code, sec 195 and chapter XXVI 
of Civil Procedure Code (sec 27: sum¬ 
mons to defendants; sec 28: service of 
summons; sec 30: power to qider dis¬ 
covery; sec 31: summons to witnesses; sec 
32: penally for default; and orders XII 
and XIX: impounding documents, orders 
to file affidavit.) 

Under COPRA there is no court fee or 
stamp duty. The complaint can be filed 
in a specific format as a simple later. 
There is a specific time frame in which the 
disposal pf cases is allowed. Afta the 
complaint is registered the notice is sent 
to the respondent. The respondent has to 
file the reply wiuiin 45 days, failing wjikh 
ex parte hearing can be held. Any appeal 
against the order of the forum such as the 
commission has to be filed within 30 days. 
Provision of Evidence Aa and Limitation 
Aa are applicable to be prcxxdure under 
this CP aa. In fact it needs to be stressed 
that the procedures under this aa are 
judicial in nature. The financial cdlings 
for various bodies created uniter this aa. 


Consumer Protection Act and 
Medical Profession 

Arun Bal 

The medicaJ profession has been very vocal in its criticism of the 
newly enacted Consumer Protection Act. How valid and relevant 
are its objections. 
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viz, diztrict forum, state and national 
commission are as follows: 

District forum—up to Rs I lakh; Slate 
Commission—up to Rs 10 lakh; and Na¬ 
tional r''’nmission -ari) amount. 

. ••c National Commission is headed by 
either a sitting or retired Supreme Court 
judge. It has four other members who are 
persons of ability, integrity, standing and 
have adequate knowledge or experience in 
dealing with problems related to econo¬ 
mics. law, commerce, accountancy, in¬ 
dustry, public affairs or administration. 
One of these members is a woman (sec 
20). The state commission has a sitting or 
retired judge of the high court as presi¬ 
dent and two other members, one of 
whom is a woman (sec 16). Similarly the 
district forum has a president, a sitting or 
retired district judge with two members 
one of whom is a woman (sec 10). 

Under CDPRA the definition of a con¬ 
sumer is wide. Any person purchasing 
goods or indulging in the use of these 
goods is termed a consumer, e g, a toy is 
bought by parents for the child. The child 
becomes the consumer of the toy com¬ 
pany. Similarly if a drug is bought by a 
patient s/he is the consumer for the drug 
company even though the payment is 
made by somebody else, e g an employer 
or an insurance company. 

Service under COPRA means service of 
any description which is made available 
to potential users and includes the provi¬ 
sions of facilities in connection with bank¬ 
ing, financing, insurance, transport pro¬ 
cessing, supply of electrical or other 
energy, boarding and lodging, entertain¬ 
ment, etc However any service which is 
availed free of cost and service of a per¬ 
sonal nature (contract of service) are ex¬ 
cluded from the ambit of the COPRA. 

Is Medicare a 'Personal SERvtcE'? 

The consumer of the health care in¬ 
dustry cannot be excluded from the act for 
it is not only doctors who are involved in 
the health care delivery but, the pharma¬ 
ceutical industry, the medical equipment 
companies and other ancillary industries 
who are involved. If the patient is not 
taken as a consumer then the othei sec¬ 
tors involved in health care can also escape 
the provisions of COPRA. 

The doctor-patient relationship cannot 
be termed as ‘personal service’. Contract 
of service denotes master-servant relation¬ 
ship. The doctor-patient relationship is a 
contract for service A patient seeks a doc¬ 
tor's service for professional reasons. In 
this relationship a patient cannot control 
or dominate the relationship. In case of 
master-servant relationship a servant can 


be hired or fired at the master's will! Is 
a patient in a position to do such hiring 
and firing? To claim that this is so, is to 
ignore the socio-economic realities of 
society. 

The definition of medical negligence 
has not changed over decades. “Failure to 
exercise reasonable skill as per the general 
standards and prevalent situation is term¬ 
ed as medical negligence. Therefore failure 
to cure, occurrence of infection, complica¬ 
tion, even a death, cannot be taken in 
isolation and termed as medical negli¬ 
gence. Law does not expect each medical 
practitioner to exercise highest skills. 1 he 
doctor has no doubt a discretion in choos¬ 
ing treatment which he proposes to give 
to a patient and such di.scretion is relative¬ 
ly ampler in case of emergency (L B Joshi 
vs T R Godbole i%8 Act 183, p 187). It 
would be worthwhile to quote here a rul¬ 
ing given by Ixird Denning in Roc vs 
Minister of Health (1954 2 QB 66). 

One final word. These two men have 
suffered such terrible consequences that 
there is a natural feeling that they should 
be compensated But we should be doing 
a di$.service to the community at large if 
we were to impose liability on hospitals 
and doctors for everything that happens 
to go wrong. Doctors would be led to 
think more of their own safety than of the 
good of their patients. Initiative would be 
stifled and confidence shaken. A proper 
sense of proportion requires us to have 
regard to the conditions in which hospitals 
and doctors have to work. We must insist 
on due care for the patient at every point, 
but we must not condemn as negligence 
that which is only a misadventure. 

In Hatcher vs Black the law of medical 
negligence was explained by Lord Denning 
as follows: 

Before I con.sider the individual facts, 
I ought to explain to you the law on this 
matter of negligence against doctors and 
hospitals. Mr Marvan Event sought to 
liken the case against a hospital to a motor 
car accident or to accident in factory. That 
is the wrong approach, in the case of ac¬ 
cident on the road, there ought not to be 
any accident if everyone used proper care; 
and the same applies in a factory; but in 
a hospital when a person who is ill g .'cs 
in for treatment, there is always some risk, 
no matter what care is used. Every surgical 
operation involves risks, it would be 
wrong, and indeed bad law, to say that 
simply because a misadventure or mis¬ 
shape occurred, the hospital and the doc 
tors are thereby liable. It would be 
disastrous to the community if it were so. 
It would mean that a doctor examining a 
patient or a surgeon operating at a table 
instead of getting on with his work, would 
be forever looking over shoulder to see if 
someone was coming up with a dagger; 
for an action for negligence against a doc¬ 


tor is for him like unto a dagger. His pro¬ 
fessional reputation is as dear to him as 
his body, perhaps more so. and an action 
for negligence can wound his reputation 
as severely as a dagger can his b^y. You 
must not, thcreloie, find him negligent 
simply because something happens to go 
wrong; if. for instance, one of the risks 
inherent in .in operation actually takes 
place oi some complication ensues which 
lessens or takes away the benefits that 
ho|a-d foi, or if in a matter of opinioti he 
makes an error ot judgment. You should 
only find him guiltv of negligence when 
he falls shoit oi ihe standard of a 
reasonably skiliul nu-dical man, in short, 
when he is deceiving of censure for 
negligence in a medical man is deserving 
of censure. 

A practiiionci can only be held liable 
in this respect if his diagnosis is so 
palpably wrong as to prove negligence, 
that is to say if his mi.stake is of such 
nature as to imply absence of reasonable 
skill and care on his part regard being had 
to the ordinary level of skill in the pro¬ 
fession (Nathan Metikvl Negligence, 1957 
edition, pp 43-44). 

Any failure to perturm an emergency 
operation for want of consent amounts to 
negligence (T T Thomas vs Elisa, AIR, 
1987 and IJsha vs Namboodiri, 1986 ACJ, 
141). A defendant doctor charged with 
negligence can clear hitnself if he shows 
that he acted tn accordance with general 
and approved practice. It is not requited 
in di.scharge of his duty of care that he 
should use highest degree to skill. Even 
mere deviation from normal professional 
practice is not necessarily evidence of 
negligence. 

The judgment is Amlia Flounders vs 
Clement lYrrcira the court has enunciated 
the basic principle of law of medical 
negligence: 

The law on the subject is really not in 
dispute 1'hc plaintiff has to establish first 
that there had been a want of competent 
care and skill on the part of the defendant 
to such an extent as to lead to a bad result. 
The plaintiff has also to establish the 
necessary connection between the negli¬ 
gence of the defendant and the ultimate 
death of the plaintiffs son. 

In an action for negligence against a 
doctor the plaintiff has to prove (I) that 
the doctor was under a duty to take 
reasonable care to avoid or not to cause 
damage, (2) that there was breach of duly 
on the part of the defendant doctor (3) 
that the btcach of duty was real cause of 
damage or such damage was reasonably 
foreseeable. 'I hits there is no ambiguity 
about establishing medical negligence. It 
is also periincnt to point out again that 
the burden of proving negligence is on the 
complainant (patient). 
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PREVALENT AVENUES OF REDRESSAL 

At picsent the patient as a consumer 
has only three avenues for rediessal of his 
grievances, the civil or criminal court and 
the mt^ical council. However, inordinate 
delays; cumbersome procedure in the 
courts Kave resulted in denial of justice to 
the consumers. Under the Medical Coun¬ 
cil Act. 1936, the central and state level 
medical councils have been created which 
have quasi jurisdiction qver the medical 
profession. However, these councils have 
been ridden with corruption and have 
become dens of vested interest for exam¬ 
ple, Maharashtra Medical Council. This 
sututory body has not held elections even 
though its elected terms is over 2 years 
ago. The office bearers claim that the 
council has no funds to update the voters 
rolls. However, it is spending thousands 
of rupees in court cases amongst the 
members. There have been allegations 
about corruption amongst the members 
of the council. Moreover the medical 
council act has no provision for compen¬ 
sation. Thus the present avenues have 
totally failed to offer any relief to the 
consumers. 

Any profession in a civilised society has 
some stKial obligations. One of these is 
to create adequate, efficient system for self 
regulations. In the absence of such self 
regulation, the profession can suffer 
damage to its reputation and credibility. 
This is what has happened to the medical 
profession in India today. Apathy, indif¬ 
ference of members of profession towards 
ethical standards have resulted into 
quagmire in which the profession finds 
itself. Professional organisations, like 
Indian Medical Association have neg¬ 
lected vital issues. Such association have 
never raised their voice against malprac¬ 
tices in the profession and have paid only 
lip-service towards the ethical issues. 

The medical profession has perceived 
COPRA as a threat. Concerted efforts are 
being made to persuade policy-makers to 
exclude medical profession from the ambit 
of COPRA. Various irrational, illogical 
arguments are put forward in support of 
medical profession's case. It is necessary 
to rebut all these allegations and argu¬ 
ments in the long-term interest of 
consumers. 

(1) Doctors are not ‘traders’ and the 
profession is based on the trust, faith, etc. 
The medical profession historically has 
been given a high status and the members 
of the profession have been accorded high 
respect. Doctors are solely responsible for 
destroying the trust on which the profes¬ 
sion was ba'=cd decades ago. They indulge 
in various rackets and extract ‘commis¬ 
sions' from each other. Is this any dif¬ 


ferent from what traders do? Consumers 
have to suffer the effect of commercialisa¬ 
tion of the profession. Ifust and faith 
cannot be only one-sided. Any healthy 
relationship based on trust and faith has 
to be mutual exclusive of commercial 
element. 

(2) Medical cases are highly technical 
and judges cannot make fair decisions- 
Under COPRA all the procedures of civil 
procedure code are applicable The burden 
of proof is on the complainant (patient). 
The doctor can produce his expert wit¬ 
nesses as well as cross-examine complai¬ 
nant’s witnesses. All over the world, even 
in the developed countries like the US and 
UK. medical negligence cases arc decided 
by judges who have no medical expertise. 
These decisions are taken as per the 
evidence produced. Even before the 
COPRA was enacted, cases of medical 
negligence were decided in civil and 
criminal course where judges have no 
medical expertise. 

(3) There is no court fee, stamp duty, 
so there can be frivolous complainant: 
The purpose of COPRA is to allow for 
fair, speedy redressal of the consumer 
disputes. A 10 per cent court fee/siamp 
duty can deny the consumer the oppor¬ 
tunity to seek the redressal. The COPRA 
is being amended to provide punishment 
to the complainant for frivolous com¬ 
plaint. Also it is worth reiterating that 
COPRA is for all consumers. Consumers 
of health care alone cannot be asked to 
pay court fee so as to protect the doctors! 
Also doctors are consumers too. For ex¬ 
ample, if a doctor wants to seek redressal 
as a consumer for a defective vehicle or 
equipment costing Rs4-S lakh he will have 
to pay Rs 50,0(X) as court fee/stamp duty. 
Will doctors accept this? 

(4) (f the complaint made by the patient 
fails the doctor should be compensated by 
the patient: in any civilised society 
retributive element of justice is frowned 
upon. An eye for an eye or a hand for-a- 
hand type of justice is anathema to any 
civilised society. It is also necessary to take 
into account the proportion of malprac¬ 
tices as compared to the percentage of 
complaints under COPRA or other laws. 

»J) Doctors cannot he tried 
simultaneously under the Medical Council 
Act and COPRA: It is a basic principle 
of law that no person can be tried for the 
same offence under two statutes of law. 
If any complaints is pending before any 
bodies created under the Medical Council 
Act or COPRA or a quasi judicial body, 
then it is not justiciable under any other 
act. 

(6) Trial under COPRA is 'summary 
trial’ and COPRA courts ate kangaroo 


courts: Hie trial under COPRA itqieedy 
trial and not summary trial. All the pro¬ 
cedure of a civil court are followed and 
this trial has all the sanctity of a judicial 
procedure. The COPRA couits are headed 
by proper judicial authority and hence 
cannot called kangaroo courts. 

(7) There should be a panel of doctors 
to give opinion which should be accepted 
by the COPRA courts- Again the basic 
principle of any civilised judicial pro¬ 
cedure is its openness and opportunity 
given to both the parlies to prove their 
case. Creating a close ended system like 
having a statutory advisory panel is 
against the basic principle of law. Also it 
is impractical. Under COPRA there are 
district, state and national level courts. 
There are approximately 460 disirias in 
India and 27 stales. So 300 statutory 
panels will be required for all these 
districts and states. How practical is it to 
set up so many panels? It would make 
procedure unwieldy and leave scope for 
corruption and malpractice in the 
prevalent socio-economic conditions. 

(8) Doctors will be forced to resort to 
defensive medicine leading to increase cost 
of health care: 1 his is purely a defensive 
reaction on the part of the doctors. As 
explained above the law on medical negli¬ 
gence is very clear. The law does not re¬ 
quire that doctors do such and such tests. 
It also docs not question the doctor’s 
judgment in given circumstances unLss it 
is way beyond the reasonable. It is also 
likely to prove counter-productive in a 
third world country like India. Also un¬ 
necessary investigations arc justiciable as 
unscrupulous exploitation of consumeis 
under COPRA. 

(9) Like in the US there will be cases 
of compensations of millions of rupees 
ruining medical profession and creating 
legal rackets. As per the amendment of 
COPRA pending before the parliament, 
lawyers will be debarred from consumer 
courts except when (!) courts require legal 
help and (2) either party desires legal help: 
In the US decisions of courts at preli¬ 
minary level are jury decisions. They are 
given wide publicity. Howwer many of 
these decisions are reversed in appeal. 
Consumer courts have financial ceilings 
and they cannot award any compensation 
beyond these ceilings. 

(10) The Medical Council Act was 
enacted in 1956. If the Medical Council 
Act becomes more effective and offers a 
better redressal avenue than COPRA then 
consumers will take advantage of it. There 
are numerous examples of dual legal 
statutes for the same complaint: The pro¬ 
fession has suddenly realised the need for 
amending the Medical Council Act 
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because of the vested inteiests which con- 
liol the Medical Councils feel their power 
centres are threatened. 

(II) Tlw percentage of malpractices as 
eo-o'^red to percentage of cases under 
COPRA or any other act is inverse: More¬ 
over many of the cases arise due to failure 
of communication between doctors and 
patients and their relatives. Doctors are 
still accorded high respect in our society 
and indulging in litigious behaviour is 
considered social stigma. The Indian con¬ 
sumer is not materialistic like in western 
countries. 

Patientc* Righib under copra 

The rights of patients as consumers of 
health care industry are practically 
unknown in our country. Most of the 
rights which arc recognised all over the 
world are trampled upon with impunity. 
COPRA can be used for effective imple¬ 
mentation of patients* rights. 

The American Hospital Association 
has devised a Patients' Bill of Rights 
vk^ich is accepted in many hospitals in 
America. There is need for developing 
such a Bill of Rights suiuble to our socio¬ 
economic situation. Ihe ba.sic principle of 
‘autonomy’ of the patient is central to the 
concept of patients* rights. During the last 
decade this concept has gained recogni¬ 
tion. Historically speaking there have been 
four models of patient-doctor relation¬ 
ship. in the interest of society it is 
necessary to cultivate a health care system 
which promotes the deliberative model of 
patient-doctor relationship which fosters 
patients* basic rights as consumers, for 
example, the right to information. The 
failure of doctors-patient relationship is 
the root cause of many of disputes. In this 
regard it is necessary to implement some 
changes in the patterns of medical educa¬ 
tion. It is necessary to teach the medical 
students and ingrain in them the need, im¬ 
portance and skills of communication to 
improve health care delivery, bven the 
most uneducated, backward, socially 
undeveloped person can be communicated 
the facts of his/her illness if the will to 
do so is present in the doctor. A present 
such a will is conspicuously absent. A 
systerh of patient counselling can be 
created to improve communication to the 
patients. It is necessary to educate patients 
as consumers regarding their responsi¬ 
bilities. Exercising rights without respon¬ 
sibilities can be harmful in any civilised 
society. 

No legal act however is fool proof and 
COPRA has some deficiencies which need 
to be corrected in the interest of con¬ 
sumers as well as the society. Under 
COPRA goods purchased and used for 


proni/commercial purpose are excluded 
from the act. This provision needs to be 
corrected because it excludes all medical 
equipment used in hospitals. Defective 
equipment in health cate can cause harm 
to the consumer leading to complaint 
against doctors. However as per this pro¬ 
vision the manufacturer goes scot-free. 

Service hired free of cost is excluded 
from the ambi^f COPRA. This at one 
stroke excludes government/municipal 
hospital doctors, giving rise to discrimirui- 
tion. This provision is being amended. 

At present COPRA does not provide 
any preliminary scrutiny of complaints 
before notice is sent to the respondent. 
This is necessary (1) to avoid COPRA 
courts from being burdened with unneces¬ 
sary complaints, and (2) to prevent undue 
harassments of respondents. The Maha¬ 
rashtra State Commission has already 
adopted the procedure of preliminary 
scrutiny which has been helpful. Pre-trial 
publicity of cases should be avoided. It 
can hurt the reputation of respondents. In 
this connection it is necessary to follow 
guidelines of 1^1 correspondents used in 
high coun/Supreme Court cases. 

It is necessary to stress the need for 
avoiding unnecessary litigation. If an in¬ 
formal recoiKiliation machinery can be 
formed with the help of consumer organi¬ 
sations then such a litigation can be 
minimised. Such a machinery exists in 
some countries. For example, in Japan 
reconciliation is mandatory in cases under 
Law of Torts. Cases are taken up by the 
courts only if reconciliation fails. 

It is necessary for the medical profession 
to undertake some serious introspection. 
It must accept the tact that it has failed 
miserably in self-regulation. It needs to 
organise the various ethical foruihs-^ 
COPRA is not a calamity. The profession 
must adopt a positive attitude towards 
COPRA. In fact it is a blessing in disguise. 
The following suggestions are meant to 
strengthen ethical norms and health c^re 
delivery: 

To devise standard for treatment for 
various diseases. This can be done by 
various professional associations of each 
speciality. 

To formulate ‘ideal* informed consent 
for various procedures, treatments and 
operations. 

To set up ethical committees in each in¬ 
stitution and professional association. 
These committees should have representa- 
tisvs from doctors, consumers and insurance 
companies and should be publicised so 
that the patient can approach such com¬ 
mittees for redressal of their grievances. 

To formulate code and standards fur 
private nursing homes, the private nursing 


homes should be graded as per the care 
they provide and this fact should be 
displayed. 

The system of indemnity insurance 
needs to be streamlined. At present in¬ 
surance comimnies are arbitrarily increas¬ 
ing the premium. This is nothing short of 
an insurance scam. Doctors as consumers 
of these companies should join hands 
with the consumer organisation to correct 
the system, as the burden of higher pre¬ 
miums will l^lpassed on to the consumers. 

Many of the hospitals deal with doc¬ 
tors, both full time and honorary, arbit¬ 
rarily. This is not in the interest of con¬ 
sumers, because if doctors are penalised 
for non-professional reasons, it affects 
their patients equally. Most hospitals avail 
themselves of many tax concessions and 
are therefore accountable to society. At 
present doctors and their organisations 
have failed to react to these various ac¬ 
tions of hospitals out of fear of reprisals 
and short-term interesi. This needs to be 
changed. 

The medical profession must take ac¬ 
tive part in raising its voice against 
irregularities in medical education like 
capitation fee colleges. This is one of the 
root cauMs of deterioration in medical 
practice. 

It is also important for the medical pro¬ 
fession to inculcate good ideas and con¬ 
ventions. It is the right of patients to ask 
for second opinion regarding their illness. 
The medical profession should encourage 
such healthy ideas In fact it .should be 
made mandatory in case of certatn opera¬ 
tions. This practice has been in existence 
in the US in some states. Many studies 
have revealed that the incidence of un¬ 
necessary operations, dropped after pro¬ 
vision for mandatory second opinion was 
introduced. 

Professional organisations should raise 
Its voice against faulty, substandard 
equipment. 

A system o( group practice needs to 
be fostered to wean away doctors from 
malpractices. 

A patient's bills of rights need to be 
devised in consultation with the various 
sections of health care industry. 

The t.’OI’RA is here to slay.-The 
medical profession cannot wish it away. 
The medical profession in our country has 
been mystified and doctors have been put 
on a pedestal lor decade. Now that the 
process ol deinysiificaiion has started it 
seems to hurl the doctors. The COPRA 
IS basically meant lor system correction. 
The present controversy has in lad proved 
that the system ol regulation in the 
medical profession needs to he corrected. 
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Maharashtra: Universities Bill 

A Backward Step 

J V Deshpande 

Urgent as is the need to reform and restructure the universities in 
the state and improve their working, the bill introduced in the 
Maharashtra assembly will not achieve these objectives. In fact, 
many of the ills which beset higher education today are likely to 
be aggravated by its enactment. 


TO say that all is not well with Indian 
universities is surely an all-time under¬ 
statement. The majority of the universities 
have not only failed to achieve any acade¬ 
mic distinction but have in fact showed 
themselves incapable of smooth day-to- 
day operations. For most of them, terms 
do not begin on time, classes are not run 
properly, examinations are not conducted 
as per the time-table, results arc not 
available for months. Libraries and 
laboratories are starved of essential inputs. 
Even faculty positions are not filled for 
years. These and many other shortcom¬ 
ings have by now become almost part of 
nature to most of Indian universities. In 
recent years, a rapidly expanding student 
body and dwindling state support have 
only turned a difficult situation into a 
near-impossible one. The universities in 
Maharashtra are no exception to the 
general situation in the country. 

The rapidly increasing student body 
and, consequently, a rapid increase in the 
number of affiliated colleges in the last 
decade have subjected the administrative 
apparatus of every university to an un¬ 
precedented strain, giving rise to various 
malpractices. In addition, a massive en¬ 
try of donation-based profit-oriented 
colleges in most universities have added 
an additional dimension to the situation, 
worsening it further. 

Thus, there is no doubt that Indian 
universities as they are now constituted 
and as they are functioning need drastic 
reconstruction. This is nominally accepted 
by the authorities also. Many years back, 
the union government had prepared a 
Model IJniversity Act, which however was 
not put into effect even in the central 
universities by the union government. The 
UGC had also come up with several sug- 
ge.stiuns in this regard (the Dnyanam 
Committee report is one of the latest). 
Hardly any of those recommendations 
have been put in practice: in Maharashtra 
also, there have been some efforts in this 
respect in the past. The acts under which 
the universities in the state function now 


have been in force since 1974, apart from 
some modifications. A bill was introduc¬ 
ed by the state government in 1984 to 
carry out extensive modifications to the 
acts, but was allowed to lapse due to other 
compulsions of the government at that 
time. Now, once again, the government of 
Maharashtra has introduced a bill in the 
state assembly for the purpose, which is 
likely to be taken up for discussion soon. 

Urgent as the need is to reform and 
restructure the universities and improve 
their working, the proposed legislation is 
hardly likely to achieve this; in fact, many 
of the ills which have beset higher educa¬ 
tion today arc likely to be aggravated after 
its enactment. 

The difficulties which the universities 
face today ari.se out of several factors, 
some of a fundamental nature and others 
relating to administrative detail. While 
trying to reform the universities it is 
necessary to keep both these aspects ol the 
problem in mind. However, the proposed 
legislation makes no attempt to identify 
the fundamental problems facing the 
universities today, much less attempt to 
solve them. Some of the administrative 
bottlenecks will actually grow worse after 
its enactment. 

AtJIONtlSn ONtV ON Pai'i R 

Like all universities in India, the univer¬ 
sities in Maharashtra are also autonomous 
on paper. In practice, the .sute government 
exercises all-encompassing control over 
their working. This effective control is 
achieved in several ways. The state gover- 
R- r also doubles as the chancellor of every 
university in the state. He controls the 
selection of the vice-chancellor. His 
nominees and several government officials 
sit on various decision-making bodies of 
every university, effectively intervening in 
the workings of the universities whenever 
the government finds it expedient. 

The universities are not their own 
masters even in academic matters. Every 
appointment in a university, even an 


academic one; needs government appro¬ 
val, every new programme or icseaich pro¬ 
ject has to be cleared by the government. 
It wields this veto by the simple expedient 
of not releasing finance for any scheme 
of the university it does not approve of. 
Government directly controls the finance 
of the universities and, through it, its every 
activity. The system under which the state 
governor acts as the chancellor of a 
university and the state government its 
financial custodian and. therefore, the ef¬ 
fective controller is a legacy of British raj, 
zealously preserved and strengthened lyy 
the brown sahibs who have replaced it. 

Universities are public bodies, catering 
to the needs of society and supported and 
funded by public money. It goes without 
saying that they should be subject to 
public scrutiny, their activities should be 
in consonance with the larger social ob¬ 
jectives of the country. However, this 
dcfiniicly does not mean that the state 
government should dcpartmentally exer¬ 
cise control over the running of the 
universities, it is necessary to keep in mind 
the distinction between public control and 
legislative control, through the ministry 
of the day. Public supervision can be ef¬ 
fected, for example, by electing separate¬ 
ly educational commissioners for the state 
as is done in some countries. 

The judiciary of the state is also funded 
by the public, but its functioning is in¬ 
sulated from interference by the govern¬ 
ment by a clear demarcation of the rights 
of these two organs of public life, it is high 
time that similar separation was carried 
out also between higher education and the 
government of the day. The government 
bill, instead of taking any steps towards 
greater autonomy for the universities, 
abridges it further; by weighing the mode 
of selecting a vice-chancellor further in 
favour of the governmen^ by increasing 
government nominees on various bodies 
and at the same time, reducing the repre¬ 
sentation of teachers and principals on 
them. It also imposes further restrictions 
about recruitment of personnel in a 
university. 

Arc HAtc Manauemem 

Many of the present difficulties, even 
malpractices, which arise in administering 
a university are due to poor and time-con¬ 
suming management techniques followed 
by them. A university which trains hun¬ 
dreds of management experts every year 
ought to be able to device an efficient ad¬ 
ministrative structure for itself, but this 
is not the case. By and large, one can say 
that ai present, in any university, there are 
far too many part-time committees. 
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maniMd by far too mai^ part-time mem¬ 
bers, mMing far too infrequently to func¬ 
tion decisively and effectively. 

The senate of a university in Maha¬ 
rashtra is «n theory the supreme policy¬ 
making body. It meets for hardly five or 
six days in a year. The executive council 
nominally r^ponsible for taking decisions 
in a university and also executing them 
normally meets only once a month. Ex¬ 
cept for the vice-chancellor and the pro¬ 
vice-chancellor, no other member of the 
EC works full-time for the university. To 
realise the extent of the absurdity of this 
mode of management, one should visua¬ 
lise a company with a turnover of about 
25 crore of rupees making do with one 
non-functioning chairman fchancellor). 
one full-time managing director (vice- 
chancellor) and a dozen consultants, in¬ 
vited once a month, to take decisions for 
it. Some other bodies meet even more 
rarely. Some of them are enjoined by 
statutes not to meet mure than two or 
three times every year. If a university can 
function with such infrequent, rare 
meetings of its bodies, then surely they 
should not in the first place be considered 
as really necessary for the proper running 
of the university. 

IVaditionally, on the academic side, a 
university works through the academic 
council, faculties, boards of studies, 
boards of university teaching and 
research, etc. Their functions often 
overlap/^So quite often, papers keep mov¬ 
ing from one of them to another. All these 
bodies meet only once in a while, so a 
matter is left pending for months at a 
time, if not years. The same is the case 
with the administrative and financial 
aspects of university administration. 
Responsibilities are diffused and overlap¬ 
ping, many decisions have to be taken by 
committees which meet very infrequently, 
holding up even routine work for months 
on end. 

Before worrying about academic ex¬ 
cellence in a university, these problems 
arising out of archaic management, which 
have proved to be a fertile breeding 
ground for inefficiency or worse in a 
university, have to be dealt with. Unfor¬ 
tunately, the bill does not take a single step 
in this direction. In fact, it proposes to add 
a few more statutory committees and 
bodies in the already creaking apparatus 
of the university, simultaneously stipu¬ 
lating that they need not meet more than 
Miy four times a year. This will without 
doubt only aggravate the already ineffi¬ 
cient administrative structure of 
universities. 


New Organisational Set-Up 

Every university in Maharashtra is an 
affiliating university. The structure which 
was adopted when Bombay University 
had less than half-a-dozen affiliated col¬ 
leges and less jhan 100 students is still con¬ 
tinued with the same basic pattern when 
the same university has 231 affiliated 
colleges, 32 departments and 2.65 lakh 
students. It is often said that the univer¬ 
sity needs to be bifurcated, again pre¬ 
sumably keeping the basic pattern intact. 
As a matter of fact, it is necessary to ex¬ 
plore an altogether new organisational set¬ 
up to meet the needs of modern times. 

As it is, most of the colleges as they are 
now run are acadomically unviable in the 
sense that they are unable to supply the 
necessary laboratory and equipment in¬ 
puts adequately due to financial, physical 
or other constraints. If an institute can put 
in adequate inputs, quite often they are 
not utilised optimally if the number of the 
staff and students is small. Another point 
to remember is that for a vibrant intellec¬ 
tual life in an academic institute, it is 
necessary to have a certain minimum 
number of scholars in each discipline. The 
majority of the colleges today lack this 
threshold level. Roth from the administ¬ 
rative and fitiancial point of view and as 
an academic necessity, serious thought has 
to be given for some kind of new set-up, 
for example, a set-up which will group 
several colleges together for many func¬ 
tions which are now performed by the 
university. Hut once again, there is no 
evidence of any such innovative thinking 
in the bill prepared by the government. 

The recent entry of a large number of 
donation-based colleges, whose main aim 
is to ensure a quick and handsome return 
on investments, has created an altogether 
new set of problems for the university. It 
is not realised by the public that every new 
college (along with its principal, its 
management), once granted affiliation, 
has a voice in the running of the univer¬ 
sity, often influencing the decisions of its 
academic bodies. In I'trana University, for 
example, the fact that there is only v<ne 
engineering college not controlled by 
donation-seeking managements and more 
than a dozen of the other kind has made 
a mockery of the semester system and has 
brought the entire examination system in¬ 
to ridicule. Must of these managements 
have a close link with ruling political 
circles, making the task of checking their 
ill influence even m, re difficult. A most 
urgent task before any university in the 
country today is to devise methods which 
will minimise the role of money-power in 


academic matters and of institutions 
where academic considerations are secon¬ 
dary. The bill proposed by the Maha¬ 
rashtra government is entirely silent on 
this issue. Con.sidering that most of the 
cabinet members (including the two 
education ministers) themselves are in¬ 
volved in running such degree-shops, this 
is perhaps not surprising. The total silence 
of the authorities in the various univer¬ 
sities is however hard to understand. 

The three main reasons why universities 
in India urgently need restructuring are: 
(I) To devise effective methods to ensure 
the separation of educational matters 
from the government of the day and 
preserve and .strengthen the autonomy of 
the universities. (2) To carry out extensive 
administrative restructuring with an ade¬ 
quate number of full-time executives and 
proper demarcation of duties of the 
various organs of a university. (3) lb con¬ 
trol and tame the private, pront-motivated 
colleges which are already playing a domi¬ 
nant and unhealthy role in many spheres 
of higher education. The bill that is before 
the assembly in Maharashtra is not desig¬ 
ned even to look at any of these problems, 
let alone remedy them. 

It is true that academic excellence can¬ 
not be .attained by legislation. But right 
legislation can help create the environment 
for excellence Similarly, efficiency cannot 
be guaranteed by amending rules, proce¬ 
dures and laws. But often the rules and 
procedures are a hindrance to efficent 
functioning of a university, as is experienc¬ 
ed so frequently in the present set-up. It 
was hoped that the proposed bill would 
at least make a start in tackling these pro¬ 
blems. But there is no chance of any such 
desirable outcome from this bill. The 
Maharashtra government’s move to modify 
and amend the present universities acts 
has come as a bitter disappointment to all 
those who were looking forward to some 
worthwhile reforms in higher education 
in the state. 
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Hindutva’s Hidden Ag'enda 

Why Women Fear Religious Fundamentalism 

' \Wna Pm>na<*ha 

An analysis of the ideas surging through the ideological stance 
taken by the Hindutva forces reveals a dichotomous view of 
human nature, with a decided preference for the masculine traits 
of domination and aggression. It contains premeditated role 
expectations which deny individuals the freedom of 
self-determination and offers little scope for women's liberation. 


THE demolition of the Babri Masjid on 
December 6,1992, and the holocaust that 
followed, has left more than a trail of 
blood and broken faith. It has crystallised 
the deep-rooted structural malaise which 
has afflicted the Indian politics over the 
last four and a half decades and made es i- 
dent the basic socio-economic conflicts 
over scarce resources. The absence of con¬ 
structive solutions to such problems of 
scarcity have led to the present introver¬ 
sion of anger against a section of society, 
ideologically defined as the ‘other’. Indian 
society now stands at a crossroad, look¬ 
ing through a fractured mirror image of 
its future, with the polarisation of 
diametrically opposite world views. 

Ideologies, however, do not exist in 
isolation. They are culturally constructed 
explanations of human conditions and en¬ 
compass a set of ideas about human 
nature, the ideal .social order, and the 
interpersonal relationships within it 
[Eagleton 1991). Since all these factors 
have an implication on women’s lives, it 
is necessary to understand the hidden 
agenda for women within the Utopian 
.society visualised in fundamentalist doc¬ 
trines, the world over. But since our im¬ 
mediate concern is the resurgent Hindu 
identity, which is today a potent political 
force, our focus is entirely restricted to it. 
In order to do so, it becomes necessary 
to broadly delineate the responses within 
the new women’s movement towards 
religion. 

Thers is a wariness within the move¬ 
ment of all religious ideologies, despite 
their essential beauty and appeal which 
springs from their vision of human 
excellence and liberation. Religion has 
also provided women with .solace and sup¬ 
port in times of crisis. It has, furthermore, 
created socio-cultural space for women, 
to explore their own identities and interact 
with other women, in an otherwise op¬ 
pressive social milieu. The ambivalence 
towards religion arises because of its in¬ 
nate potential to legiiimi.se the exi.sting 
social order and justify the gender subor¬ 
dination of women |Falk and Gross 1980; 


Eck and Jain 1986). 

This tendency of religion to maintain 
the status quo makes it problematic, for 
a movement which is d^ly committed 
to social change and gender justice (Desai 
and Krishna Rai 1987], In its theoretical 
formulation, it rejects ail forms of dif¬ 
ferentiation on the grounds of sex and its 
political endeavour is directed towards the 
abolition of all adjunct privileges and 
burdens arising out of simple biological 
differences. The growth of the women’s 
movement has undoubtedly been preci 
pitated by the centuries of women’s subor¬ 
dination in society. Against which in¬ 
dividual women have always protested, 
sometimes successfully and sometimes 
with disastrous consequences. The witch- 
hunting of women in Europe during the 
16th and the 17th centuries, sati in India 
since time immemorial, foot binding in 
China are all evidences of the ways in 
which women have been contained and 
silenced, with the sanction of religion 
{Ruth 1990). 

Institutionalised religions are generally 
represented by male spokesmen, who ar¬ 
rogate for themselves the right to pro¬ 
pound ideologies and interpret doctrines. 
Women, due to their subordinate position, 
have rarely been involved in the produc¬ 
tion of ideologies, the theological 
discourses, sanctions and taboos. Nor 
have they been vested with the religious 
authority and the ritual role, with the 
ultimate power to explain religious text, 
unless they expound on those that receive 
the male stamp of approval. The conten¬ 
tion of feminist thought has been that 
women have never been able to effectively 
challenge doctrines, which lend credence 
to patriarchal institutions. These asser¬ 
tions are likely to be questioned by those 
who feel that religion enshrines eternal 
values and truths. Our intention here, is 
not to indulge in polemics, but merely to 
analyse the social function of religion and 
its implications on women’s lives 
[Dietricch 1986). 

A commonly held assumption created 
by nationalist historians is tlut Hinduism, 


at least, accords to women a highly 
respected position. This has been ques¬ 
tioned by Chakravarti and Roy (1M8). 
'Pointing to the prevalence of goddess 
worship in the villages and hamlets of 
India, it is suggested that, while Hinduism 
accords recognition to the ‘natural’ order 
of creation and grants men and women 
separate spheres of influence, it docs not 
discriminate between them. The existence 
of gcxldess worship within patriarchal 
religions, however, are attempts to devise 
normative patterns of female behaviour 
as wife and mother [Kinsley 1987),' 
It does not in any way mitigate the 
mysogyqistic values within philosophical 
expositions, right down from the days of 
the Rig V^as [Mukherjee 1977].’ 

No doubt, the goddesses worshipped in 
the villages are generally closer to the life 
and blood women, but our concern here 
is with the dominant values which define 
gender relations. These ara the dictates of 
the powerful religious leaders, who are in 
a position to effectively manipulate doc¬ 
trines. Theological discourses do not 
examine human relationships, from the 
vantage point of women, but from a 
predominantly male perspective. Women 
are often told their duties, and there are 
several treatises which describe women’s 
nature in rather derogatory terms. Rarely 
do we find women’s voices explaining their 
intimate experiences, or the construction 
of reality from their points of view [Eck 
and Jain 1986; Dietricch 1986). 

The ritual part of religion symbolical¬ 
ly expresses this control of the man over 
his wife and childien. The ‘saptapada’ and 
‘Kanyadhan’ rituals of the Hindu mar¬ 
riage, for instance, devalue the woman. 
What gets explicitly stated, with religious 
sanction, is that the two partners in mar¬ 
riage are in an unequal power relationship. 

Women are not acceded the power to 
exercise autonomy, or rational self-choice, 
and there exists a harsher indictment 
against women’s sexual transgressions 
than those of men. The identification of 
the creator as a ‘male’ places a high 
premium on the paternity of the child, 
and enforces notions about the sexual 
control of women. Rituals like the ‘gar- 
badhan’ disparage women’s biological role 
in reproduction. She is seen as a mere 
receptacle for the ‘seed’ provided by the 
father, who is therefore assumed to be the 
natural guardian of his children [Dube 
1986). Biradoxically the ideology of 
motherhood extols a mother’s duties in 
child rearing, without giving her any real 
control over them [Bagchi 1990). It suc¬ 
cessfully entrenches women within the 
domestic spheres. And attempts to 
challenge such inequalities are met with 
cries ‘that religion is in danger’. 

Against this backdrop, it is easy to see 
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why women particulariy fear religious 
fundamentalism (Desai and Fatel 198S1. 
The assenion of group identity, by resur¬ 
recting the cultural images of some 
mythical past visualised as the ideal social 
Older, enfolds the conceptualisation of the 
normative patterns of human behaviour, 
based on preconceived notions which are 
regressive. The revival of sati at Deorala 
was more to assert Rajput identity and 
gain political clout, than any real religious 
sentiments (Sangari 1988). The premises 
on which such trends rest is bas^ on the 
widely prevalent beliefs, about human 
nature and women's nature, explicated in 
theological discourses as ‘stree dharma’. 
A point of comparison is the hierarchical 
caste ordering of society within Hinduism, 
which is bolstered through philosophical 
discourses on ‘karma’ and reincarnation. 

Ideologies that arise from the political 
exigencies of a cohesive group identity are 
generally dogmatic; when such ideas get 
formulated as religion, it tends to ignore 
the more humane traditions for a more 
militant one. Hinduism, for instance, has 
never been a monotheistic religion. It is 
evolved rather than revealed—syncretic in 
its subsunce. This peculiar characteristic 
of Hinduism had some possibility of 
space for women, because within this vast 
conglomeration of beliefs and practices, 
there are several conflicting streams of 
consciousness. Some like :he Radha- 
Krishna theme represents the quest of the 
individual soul for the universal soul and 
glorifies humanist values, particularly the 
more feminine ones of submission and 
dependence.’ Others, like the Vedantie 
traditions consider qualities such as 
masculinity and femininity as relative to 
the perceived world, which in itself is 
unreal. The ultimate goal is truth and the 
liberation of the human spirit. It is even 
possible to conjure up an androgynous 
concept of godhood—a concept, if allow¬ 
ed to permeate into the existing social 
institutions, could go a long way in 
establishing a more egalitarian social 
order. It is however signiHcant, that in the 
process of infusing meanings, signs and 
values of life, Hindutva makes the Ram 
icon the signifier of this consciousness. 
Further more, what is obviously sought to 
be imparted is the macho war-like im¬ 
agery of the ‘maryada purush’ Ram. This 
strangely enough is closer to western 
philosophical traditions (han Indian 
[Crimshaw 1986].'* 

The analysis of the concomitant ideas 
which surge through the ideological stance 
taken by the Hindutva, reveals a dicho¬ 
tomous view of human nature, with a 
decided preference for the masculine traits 
of domination and aggression. It contains 
certain premeditated role expectations 
which deny individuals the freedom of 
self-determination. 

Such a supposition is clearly discerni¬ 


ble in the highly popularised telcviuon 
version of the Ramayan. The serial has 
sought to displace from people's con¬ 
sciousness the various regional versions of 
the story imd denied the essentially evolu¬ 
tionary nature of the epic, for the one that 
is fossilised in time It particularly ignores 
the folk versions, wherein Sita appears not 
as a pale shadow of her husband but 
rather a strong woman, who challenges his 
dicutes [Chakiavarti 1983|. What emerges 
is that, in their anxiety to project a 
monplithic Hindu identity, certain aspects 
of religion which provides the possibility 
of space for women are attacked, and 
their lives will remain circumscribed 
within narrow domestic spheres, it sug¬ 
gests that, if perhaps, women dare to rebel 
against their prescribed roles, they will be 
seen as deviant (Krishnan 1990). 

It is apparent, that of ail the various 
strands of Hindu traditions, the present 
attempt to homogenise the Hindu way of 
life has the least scope for the liberation 
of all women. This is mainly because of 
its tendency to universaiise the concept of 
humaneness with man and categorically 
define women only in terms of their roles. 
In the process, the true quest for human 
excellence, which is the esseiitial part of 
all religious endeavour, is lost. 

Nutvs 

1 David Kinsley points out that most goddesses 
in their mythologies and natures, also express 
Hindu thinking on sexual roles and relation¬ 
ships. He goes on to suggest that perhaps 
goddess mythology to a great Cxtent is the 
means by whk'h the Hindu tradition has 
thought about sexual roles and identities. He 
does, however, concede that many goddess 
myths .seem to take particular delight in 
casting females in roles that gppear contrary 
to the social role of lemales, as described in 
the Dharmashasiras, and that several god¬ 
desses are cast in unlradilional masculine 
roles that express unconventional, perhaps 
even experimental thinking on sex roles. To 
my mind these alternate modes of express¬ 
ing femininiiy, epitomised as goddesses arc 
to be 4'ound in the non-elite traditions of 
Hinduism. 

2 Prabhali Mukherji writes, that even in the 
Rig Vedas, svomen have been characterised 
as fickle and uncontrollable. Their role as 
seducers of men has been stressed, over and 
over again, and they are said to be ‘gateways 
to heir. She says, that Pancacuda condemn¬ 
ed women, with ihe greatest vice of coveting 
men other than their own husbands, and that 
it was Inherent in their nature to tie 
unfaithful. 

} This point is clearly seen in Jayadev’s ‘(iita 
Covinda', as translated by Mathew Arnold. 
The poem, exquisitely depicts the divine love 
between Radha and Krishna. Altcgorically, 
the devotee identifies himself with Radha 
(feminine trait) and describes his anguish, at 
his separation from the lord. 

4 It is significant that in western philosophy, 
masculinity is expressed with (he symbol of 
Mars, the war god, and femininity is 


repmented with the ugii of Venus, the god- 
dm of love. These are seen as mutually 
exclusive, whereas, wiilun Mientr* tiadiiions. 
on the other hand, there has never really been 
the aggressively macho inu^ of masculimty; 
both masculinity and femininity ate seen as 
coextensive. 
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THAILAND 

Free Markets, AIDS and Child 
Prostitution 

Jamea Petraa 
Tienchai Wongchaiauwan 

Without the sex-tourist industry, the leading sector of Thailand's 
economy in terms of number of persons employed and profits 
generated, there would be no Thai economic miracle. The social 
costs of this World Bank-supported pattern of development—child 
prostitution, incurable diseases and virtual enslavement of large 
segments of the female labour force—far exceed those of the 
worst period of the 19th century industrial revolution in the west. 


FROM I960 to !990, Thailand cxpcncnced 
rapid industrialisation. Thai trade shifted 
from dependence on agricultural exports 
to manufaaures and sex tourism. The 
share of manufactured exports in the total 
exports rose dramatically from a mere 2.4 
per cent in 1961 to over 80 per cent in 
1990. Real growth during 1960-90 averaged 
7 per cent annually. 

Most liberal economists explain 
Thailand’s rapid growth as the outcome 
of the World Bank's export strategy and 
an ‘open economy' based on foreign in¬ 
vestment.' But contrary to free market 
ideologues. Thailand’s rapid growth is 
based on three components: 

(1) State repression of political and 
economic movements of workers and 
farmers, denying their political and 
economic rights through coercion. 
Repressive public force <the military and 
police) is complemented by coercive 
private-enforcers: gangsters, pimps and 
hit -men. 

(2) The Thai state plays a direct role in 
depressing agricultural prices, allowing 
landowners and money-lenders to exploit 
small farmers and accumulate capital.' 

(3) The ‘free market' strategy includes 
private accumulation based on illegal 
exploitation of coerced labour of women 
and children, particularly in the tourist- 
sex industry. Thailand has one of the 
highest rates of child and female labour 
in the world.^ In 1969, 5 million children 
and young people aged 11-19 represented 
31 per cent of the labour force."* The 
secret of Thai growth is economic activity 
which is very profitable and has a 
specialised niche in the global market 
place: prostitution, the child sex trade and 
child labour. 

The growth of the Thai economy is 
based on impoverishment of peasants and 
intensive exploitation of labour; pea.sants 
arc indebt'd, incomes plummet as prices 
decline, foicing many into low paid 
industrial and ‘service’ employment. 


Thailand began its ‘take-off without a 
history of capital formation and tech¬ 
nological development. As a late entrant 
with few technological assets, the domi¬ 
nant Thai elite sought to stimulate capital 
accumulation by specialising in sex 
tourism. The current rulers draw on a 
historical legacy of absolute monarchical 
rule based on controlling and exploiting 
slaves, serfs, women and children. The 
Thai military elite and their US counter¬ 
parts turned this legacy into an in.strument 
of capitalist development. 

The sex industry developed along with 
US military bases in Thailand during the 
Indochina war, expanding rapidly after a 
treaty, signed in 1967, allowing the US 
soldiers in Vietnam to come on ‘rest and 
recreation’ leave to Thailand. By 1974, 
there were over 20,000 entertainment 
places including bars, night-clubs, tea 
houses and brothels.' In 1974, a national 
survey by the police department found 
that there were over 4,00,000 prostitutes 
in Thailand. In 1974-75, the Social 
Welfare Department estimated that the 
majority of prostitutes were women in the 
16-21 age group. 

WoKi u Bank ENCOURAOtMtNT 

in 1975, a World Bank report 
highlighted the growth potential of 
tourism as part of its ‘export strategy’ with 
full kiiov ledge of its links to child pro- 
si 'ution. A National Plan of Tourist 
Development commissioned by the Thai 
government in 1975 was explicitly designed 
to support the .sex industry in the name of 
tourism. As a result, the sex industry turn¬ 
ed to new markets: the growth of tourism 
with the ’sex package’. Its ‘success* resulted 
in a rapidly rising demand for new pro¬ 
stitutes which led to large-scale recruitment 
of child prostitutes. Most child prostitutes 
are recruited through debt peonage ar¬ 
rangements in small brothels. The coerc¬ 
ed nature of child prostitution comes to 


light through incidents such as the burn¬ 
ing to death of several children because 
they were locked in brothels. In a Ore in 
a brothel in Phuket, the burnt bodies of 
young girb were found chained to beds.* 

High profits are in part based on inten¬ 
sified exploitation of prostitutes, especial¬ 
ly child prostitutes. Researchers from the 
Thammasat University found that child 
prostitutes worked b et w ee n 6 and 13 hours 
serving up to 12-15 men a day. Some were 
forced to work even during menstruation. 
The owner earnd4 S S-$ 20 for each 
customer. The children get merely 20 cents 
for a day or 80 cents for a week.^ The 
saving and profit enables wealthy en¬ 
trepreneurs to diversify into manufactur¬ 
ing and other activities. 

The exploitation of childern and women 
in the sex industries was not only very pro- 
fiuble but also became a mechanism to 
reduce social tensions in the countryside 
and to deal with macro-economic im¬ 
balances in external trade. Between 1960$ 
and 1980$, most villagers became hravily 
indebted and many were facing loss of their 
land." The sex industry provided a means 
by which small producers and peasants 
could avoid ruin: by selling young 
daughters into prostitution. Part of their 
earnings would then be sent back to 
families in the rural areas. Sex tourism also 
reduced the problem of the trade deficit. 
In I99G, the trade deficit was about S 10 
billion, while the revenue from sex tourism 
were S 4.5 billion, reducing the trade deficit 
by almost a half. 

Larcjkst Industrv 

In 1980,1.8 million tourists spent S 700 
million; by 1986 the number ol tourists in¬ 
creased over 50 per cent to 2.8 million and 
spending almost doubled to $ 1.5 billion. 
In 1990 the number of tourists increased 
to over 5 million while spending increased 
to S 4.5 billion. The sex industry now 
accounted for about 10 per cent of 
Thailand’s GDP, only S 500 million less 
than income from all agricultural ex¬ 
ports.** The sex tourism industry is the 
biggest in terms of numbei of people 
employed. And tourism is the leading 
foreign exchange earner; the next highest 
sector, textiles, generated $ 3.3 billion. 

Within the tourist .sector, sex tourism is 
the most important component. The direct 
and indirect earnings from sex enterprises 
are estimated at about S 5 billion a year. 
About 13 per cent of the total female 
labour force is directly and indirectly 
engaged in sex tourism, including two 
million prostitutes."' The proportion of 
female prostitutes to the female labour 
force in the age group 10-30 may be as high 
as 20 per cent. The number of child pro¬ 
stitutes under 16 years is estimated to be 
8,00,000," that is, 40 per cent of the pro¬ 
stitute labour force Child prostitution is 
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the nutior occupation for chiklien between 
the aies of 10 and 16. 

The ‘success’ of the sn industry is based 
on a ‘special relationships’ of shared in- 
teres's among, a ccmplex network of 
milhary leaders, police ofnctals, business 
tourist promoters, godfathers, and pimps. 
At the international level, airline and hotel 
chains have worked closely with the local 
business-military elite to promote the sex 
tourism industry. The Wwld Bank’s sup¬ 
port for the open economy and export- 
oriented development results in financial 
support of tourism. Western support has 
meshed well with the military elite and 
local promoters who control the recruit¬ 
ment to and enforced exploitation of child 
prostitution, in Bangkok, more than 800 
massage parlours, 400 nightclubs, and 55 
gay bars are owned by Thai politicians, 
business people, generals and police 
chiefs.'* 

Many prostitutes are controlled and 
exploited through physical coercion and 
debt. Beating by pimps and brothel-owners 
for low productivity cannot be reported to 
the police because the sex industry is a 
principal source for revenue of the 
police.'* Violence and cruelty against the 
two million prostitutes hardly figures in 
any of the mass media. 

Contrary to the smiling, happy-go-lucky 
look of Thai women in the tourist posters, 
cruelty and despair are the normal life of 
prostitutes. The bmthel-owners have to 
constantly discipline prostitutes to perform 
their roles. Nothing is mote heart- 
wrenching than the unattended pleas and 
cries of children of north and north-east 
Thailand on the di^ their fathers sell them 
to the urban entrepreneur as semi-slaves 
forced to work in order to pay back their 
debts. The friends of women estimated that 
there are 8,00,000 child prostitutes. Dur¬ 
ing the 1980s, most child prostitutes were 
over 10 years old; in the 1990s, lecruitriKnt 
of children began as young as 6 years 
old.'* As incomes among poor peasants 
have declined and debt burdens have risen 
in the north and northeast, parents arc 
increasingly turning to the sale of the 
female offspring. The price of a child 
could be S 280 to S 1,200, depending on 
physical attractiveness.'* 

Going Ciobai 

In the late of 1980s, prostitutes became 
lucrative export-earners. The sex industry 
became global. The Thai godfathers, 
generals and entrepreneurs who run the in¬ 
dustry have expanded their networks into 
Burma. Cambodia, Laos and China, 
recruiting new prostitutes, including 
childicn, to meet the growing demand 
from Japanese, German and English 
’tourists’. 

In 1988, it was estimated that there were 
about 2,00,000 Thai prostitutes in 


Europe.** Prostitute earnings remitted 
home subsidise impoverished households, 
thus relieving the state of any obligations. 
By increasing external earnings, prostitu¬ 
tion allows luxury goods imponers access 
to hard currency to make imports. 

In 1990s Thai prostitutes have been sent 
to work in Japan. Hong Kong, Taiwan, 
Singapore, Germany, England, France, the 
US, ^udi Arabia, Kuwait. Sweden and 
Switzerland. A report from a single Thai 
bank discloses that overseas prostitutes sent 
S 2.5 million a month to their parents. Thai 
entrepreneurs with ‘holdings’ in the 
overseas operation are making an esti¬ 
mated S 2,000 per prostitute.'^ By going 
multi-natiorul Thai sex entrepreneuis have 
become part of a new international divi¬ 
sion of labour. 

Child prostitution forms part of a 
broader system of exploitation of child 
labour which underlies the high growth of 
the export economy. Oiildien are employed 
in the lowest paid jobs, frequently as in¬ 
dentured labourers. The Thai state has no 
lestriclion on employers hiring child labour 
for factory work. The price paid to the 
parents for a child labourer is S 40 to $ 120. 
Children are obligated to work off their 
parents’ debt. The owners provide poor 
quality food and lodging in small in¬ 
sanitary rooms.'* In 1986, a Thai resear¬ 
cher, Thavi Punpeng, conducted a survey 
on child labour. He found that 84 per cent 
of child labourers had to work more than 
eight hours per day, 54.2 per cent worked 
9-12 hours per day, and 29.8 per cent 
worked 13-16 hours per day. Additionally. 
8.6 per cent of child labourers had to work 
nights between 10 p m and 6 am. Because 
of hazardous conditions, there was a 20 per 
cent accident rate in the work place. 
Employers paid from 25 cents to $ 2.60 per 
day.”* Because of their captive status, 
employers paid child labour sub-minimum 
wages and forced them to work unpaid 
overtime. To enforce this forced labour 
regimen on ‘unruly* children, special forms 
of repression, mostly physical beatings, sue 
not uncommon. 

As the sex tourism industry flourishes, 
the Thai ruling class has never exptes.sed 
concern about its effect on the cultural, 
social and moral fabric of Thai society. 
The operation of thousands of brotliels, 
massage parlours, bath-houses, bars, clubs, 
tea houses and even barber shops which 
serve as fronts for the selling of sex has 
resulted in cultural decay, especially for the 
youth. Violence, drugs and commercial sex 
has replaced intimacy and social solidarity. 
Violence is an integral part of everyday 
Thai urban life, in 1987 more than 20,000 
violent crimes were reported of which at 
least 6,000 were murders. On a per capita 
basis, the Thai murder rate is one of the 
highest in the world, twice the US rate and 
10 limes that of Japan.*" In the 1970s 
drug-users in Thailand were few and far 


between. By the 1980$, the country had a 
very large a^icted population. Most of the 
drug-addicts are the poor who live in ur¬ 
ban slums. Official Thai ministry of health 
statistics showed that 85 per cent of a sam¬ 
ple of 1,000 HIV-positive individuals were 
drug-users.*' 

AIDS: Epidemic Proportions 

AIDS has reached epidemic proportions, 
spreading rapidly. The Thai ruling class 
Tirsi ignored the problem for fear of hur¬ 
ting Thailand’s tourism.** Of Utc; it has 
promoted a ‘safe sot' policy of dubious im- 
pacT. In December 1^, researchers found 
that 17.3 per cent of brothel prostitutes 
nationwide carried the HIV virus. By June 
1989 the Tigure increased to 26 per cent. 
In June 1989, 3 per cent of Bangkok’s 
brothel prostitutes were found to be 
infected; by December, the figure had 
increa.sed in 20.4 pet cent.** A survey at 
Klong Tocy port in Bangkok found that 84 
per cent ^ male intravenous drug-users 
tested positive for the HIV, and another 
survey outside Bangkok in the north-west, 
conducted by the Chiengmai University, 
showed that 44 per cent of all prostitutes 
had the virus.** In 1990, an estimated 40 
per cent of child prostitutes nationwide and 
60 per cent of prostitutes in the north were 
infected with HIV positive.** Already as 
many as 6,00,000 Thais were infected with 
AIDS, and up to 1,200 new cases are 
expected daily.** In 1993, 3,000 new-born 
babies were found to be infected.** WHO 
estimates that by 1997 between 1,25,000 
and 1.50,000 Thais will have died of AIDS. 
By the year 2000, it is estimated that 2 to 
6 million Thais will test HIV positive** 
The Thai working people are paying a 
high price for the so-called free market 
economic miracle 

A new study. The Economic Impact of 
AIDS on Thailand, predicts that without 
effective programmes, an AIDS epidemic 
will overwhelm the kingdom’s health and 
social welfare budgets. The total economic 
loss is enormous. The average productivi¬ 
ty loss of a worker dying at 25 adds up to 
nearly S 22,000. The cumulative loss to the 
economy of 5,00,000 AIDS deaths in 
1991-2000 is about S 8 billion, and at least 
another S 238-S 478 million is spent on 
treatment and hospital buildings.** 

Karl Marx once wrote that money turns 
everything into its opposite—virgins to 
whores, honest persons into thieves. One 
of the perverse effects of the growth of 
AIDS-consciousness among sex-tourists 
has been ihe increasing demand for ‘virgin’, 
unaffected child prostitutes. As fear of 
AIDS increases among German, English. 
Japanese and the US sex tourists, the age 
of recruitment declines and the deinand for 
children increases. The assumption 
presumably is that uncontaminated babies 
are ‘safe sex’. 


Ectmomk and Political Weekly March 13, 1993 


441 



With the rate of AIDS among child pro¬ 
stitutes increasing by geometrical progres¬ 
sion. the selling and buying of peasant girls 
is the sentence of death: the suy in the 
brothel is the. equivalent of being in 
prison’s ‘death row’. A whole ^neration 
of peasant girls are threatened with extinc¬ 
tion: gender genocide looms as a real pro¬ 
spect for many daughters of peasant 
households in north and north-cast 
Thailand and their imported counterparts. 

With the free market system in C^ina, 
Thai entrepreneurs have turned toward 
recruitment of young females from the 
many million poor households in the in¬ 
terior of China. In 1993, there are an 
estimated 5,000 prostitutes from China 
working in Thailand.^ Currently The de¬ 
mand’ is for female children and women 
in the 10 to 25 years bracket. Older women 
are either shunted aside or move back to 
their villages with .small savings to marry 
poor villagers. As a result, AIDS has 
spread to most rural areas. 

Conclusion 

The sex and manufacturing industries 
which use child labour arc the most pro¬ 
fitable businesses in Thailand. If we reckon 
in terms of number of workers exploited 
and the profits which are generated, sex 
tourism is Thailand’s leading sector. The 
sex-touri.st industry is the driving force 
behind the rapid growth of the Thai 
economy. Without it there would be no 
Thai economic miracle; industrial diver¬ 
sification and a positive balance of trade 
depend on it. The social costs however far 
exceed those of the worst period of the I9lh 
century industrial revolution in the west. 
Child prostitution, incurable diseases and 
virtual enslavement of sectors of the female 
labour force have fuelled the mass of pro¬ 
fits that finance new investments. 

The World Bank’s version of the Thai 
‘miracle’ based on the free market has no 
relation to the real basis of economic 
growth. The real Thai lesson for free 
market third world countries is that they 
must learn how to exploit and impoverish 
peasants and factory workers, especially 
women and children, and keep them in line 
through coercion. The regime must be will¬ 
ing to degrade labour and turn the im¬ 
poverished into accomplices of coerced 
labour. In Thailand, as the criminal 
bccaim respectable, the respectable became 
criminals. 

Thailand which was a former centre of 
Buddhism has become the global centre of 
sexploitation. With a rich complex cultural 
past, it has become a country of cultural 
anomic and moral decay. In the new in¬ 
ternational division of labour in this ‘inter¬ 
dependent global economy', the Thai state 
functions as the pimp and procurer for the 
leisure world of advanced capitalism. 


Today thousands of whore houses, bars 
and other Tniertainment’ centres sdl not 
only sex but everday death. With AIDS 
spreading rapidly, the brothels serve as a 
kind of death tow for dtildten—waiting to 
be afflicted. If AIDS grows at the current 
rate; Thai capitalism may yet became the 
first third-world society without classes, 
beginning with the extinction of the 
daughters of impoverished peasants. 

The Thai sex-tourist trade is highly 
dependent on foreign patrons and is 
vulnerable to an international bc^cott. 
Thai activists campaigning against child 
prostitution are desperately seeking inter¬ 
national support from human rights and 
women’s organisations and other western 
groups. A concerted, organised and well- 
publicised campaign against child prostitu¬ 
tion. including a boycott of airlines, travel 
agencies, hotel chains and others involved 
in tourism to Thailand, could have a major 
impact. Strong pressure exposing western 
business and World Bank coinplicitly with 
the Thai state in this modern version of 
‘child slavery’ would certainly be embar¬ 
rassing to the image-conscious corpora¬ 
tions. An international commission of 
western notables holding hearings and in¬ 
vestigating the violation of the rights of 
children could provide the necessary 
publicity to spark the boycott. 
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PERSPECTIVES 


University Governance in 
Maharashtra 

Aiiuik Singh 

The Maharashtra government has prepared a draft bill to amend 
the Univarsity Act of 1974, which if passed, will make for 
significant changes in the powers vested in the senate 


IN 1974, a University Act for non- 
agricultural universities in Maharashtra 
was enacted. Though there was a separate 
act for each university, the provisions of 
most were similar. Soon after the acts were 
put into operation, certain shortcomings 
and inadequacies came to notice. Some 
amendments were made in 1978. In 1984, 
an attempt was made to amend the act 
governing the University of Bombay but 
that did not succeed and only a few 
marginal amendments could be made. 
Amongst the problems that came to 
notice; the following items call for specific 
mention. 

A good deal of power was vested in the 
senate Even the vice-chanoeUor who is the 
administrative and academic head of the 
university did not have the requisite 
powers in order to be effective On the 
whole, the university was overdependent 
upon ‘governance by committees’. As if 
that was not crippling enough, the elec¬ 
tive element in university bodies played a 
dominant role and, to that extent, the ex¬ 
ecutive failed to perform as it should have. 
For example; disciplinary povrers were 
vested in the executive council and not in 
the vice-chancellor. This impinged upon 
the speed and range of decision-making. 
There were a number of other problems 
also and each one of them needed 
attention. 

Before proceeding any further, it is im¬ 
portant to place three developments in 
respect of university governance in the ail 
India perspective. These are true not only 
of Maharashtra but of the whole coun¬ 
try. Even today. Maharashtra is not the 
only sute which is proposing to amend 
its university legislation. Kerala is also 
thinking along the same lines and so are 
a few other states. 

It was in 1971 that a committee known 
as Cajendragadkar Committee reported 
on how universities should be governed. 
Not many universities fell in line with 
what had been recommended. One of the 
important recommendations of this com- 
mittre was that the senate should be a 


consultative body and not exercise any 
kind of executive power. But older univer¬ 
sities like Bombay have had a long tradi¬ 
tion of having had a fairly powerful 
senate. 

With growing number of students and 
affiliated colleges and diversification in 
the work of the university, this system 
became less and less workable. But the 
tradition going back to the 19th century 
prevailed when the 1974 Act was passed, 
in practice, however, it was found that the 
diffused form of decision-making was not 
conducive to effective management. That 
is why that particular committee had sug¬ 
gested that the older system of vesting the 
senate with extensive powers was becom¬ 
ing dysfunctional and needed to be chang¬ 
ed. Experience during the last decade and 
a half has more or less confirmed, that 
diagnosis. 

There is another related problem. 
University bodies if they have either a 
majority consisting of teachers or are 
substantively controlled by them are 
unable to take an objective view of things. 
When decisions have to be made with 
regard to their own emoluments, status, 
conditions of work, etc, most often 
teachers tend to look at the problems from 
their point of view. That is why Ashok 
Mitra in his report to West Bengal govern¬ 
ment has specifically slated that the 
teachers should not constitute a majority 
in university bodies. The correct thing to 
do is to have a balance between insiders 
and outsiders, if one may put it that wuy. 
In the Bill now under consideration, the 
pendulum is being taken to the other ex¬ 
treme: The insiders are not being excluded 
but eventually they might become so 
marginal as not to have any real impact 
on decision-making. 

Thirdly, there are countless examples ol 
universities where financial commitments 
have been made by the university bodies 
and then the government is left holding 
the baby. That is why. in state after state, 
governments have taken the position that 
no financial commitments would be 


entered into by the universities without 
prior clearance by the government. In the 
bill now under consideration, there is a 
specific provision saying that no new post 
would be created without prior approval 
of the government nor should pay. allo¬ 
wances or grant be given, nor any funds 
earmarked for a specific purpose be 
diverted to some other purpose, nor ex¬ 
penses on any development work from the 
funds received from the state government 
or the UCiC for any purpose other than 
for which the funds are meant. The pro¬ 
hibitions are so comprehensive that a 
university would have what is called finan¬ 
cial autonomy only within the strict 
parameters laid down. 

It should not be necessary to raise the 
question why the state government is 
being so specific and so bloody-minded, 
if one may use that phrase. In the absence 
of specific prohibitions, advantage has not 
unoften bwn taken in the past by those 
interested to favour certain persons or 
causes. It stands to reason that the main 
financier (which is the state government) 
should have the right to lay down terms 
and conditions within which financial 
commitments can be entered into, lb put 
it bluntly, the self-serving approach on the 
part of some people has led to a situation 
where the financial autonomy of the 
universities has been seriously curtailed. 

Nonethelcs.s, the proposed bill has also 
made it possible for funds to be raised and 
spent in any manner that the university 
thinks best. This pattern has eovlved in 
several countries. Universities are being 
encouraged to raise funds on their own 
and to spend them in the manner that they 
think b«t. 

To gel back to the sequence of events, 
however, the Maharashtra government 
prepared a draft hill to amend the 1974 
act in 1988. It was based on the recom¬ 
mendations contained in the National 
Policy on Education. 1986. While this 
exercise was still in progress, the UGC 
appointed a new committee under A 
Gnanam in 1987 an the slate government 
decided to wait for its recommendations. 
Once those were made public, a new com¬ 
mittee under I he chairmanship of the vice- 
chairman of the Maharashtra State Plan¬ 
ning Board along with a few vice-chancel¬ 
lors was appointed in 1991. It is the draft 
prepared by this committee which is now 
under consideration. 

Meanwhile, the matter has been con¬ 
sidered by university administrators, 
teachers and others. At a meeting of the 
senate the University of Bombay in early 
December 1992, the proposed bill was 
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heavily criticised. A committee has also 
been formed to draft university’s response 
to it. Teachers in particular are not in 
favour of more and more powers being 
taken over by bureaucrats (even the vice- 
chancellor) nor are they in favour of the 
elcaivc element being given a smaller role 
than it has played all these years. In brief, 
the bill is going to be opposed vigorously 
as well as persistently, and it would de¬ 
pend upon the political stamina of the 
state government to go through with the 
bill and enact it is an act. 

II 

The following features of the bill may 
be referred to as being more notable than 
others; 

(i) The powers of the senate have been 
considerably cut down. It would now be 
a deliberative and consultative body and 
provide societal feedback to the university. 
Its size has also been cut down a great 
deal. 

(ii) The executive council has been 
rechristened as management council and 
shall not consist of more than 13 person.s. 
Out of them, some would be nominated 
or elected by the senate and others would 
be officials or persons in their ex-officio 
capacity. 

(iii) The responsibility for the effective 
functioning of the university and its 
development would be placed on the vice- 
chancellor. Currently he has a tenure of 
three years. Once the new law comes into 
force, he would have a tenure of five years. 
In a number of cases, he has also been 
vested with the powers of nominating 
teachers and others on various committees 
and boards and their chairmen such as 
deans. This would give him considerable 
powers of patronage, it may be added. 

(iv) In addition to the academic coun¬ 
cil whose size has also been cut down, two 
other bodies have been created. One of 
them is the Board of College and Univer¬ 
sity Development and the other is the 
Board of Examinations. Both these bodies 
would exercise considerable powers. 

(v) The chancellor not only has the 
powers to suspend or modify any resolu¬ 
tion, order or proceedings of any authori¬ 
ty as per usual procedure, he would also 
have the right to suspend or disqualify any 
particular person about whom it can be 
established through enquiry that his con¬ 
duct is detrimental to the smooth func¬ 
tioning of the university. The former 
power is to be found in most university 
acts but the latter power is an innovation 
and is being opposed by all those people 
who object to excessive concentration of 
powers at the top. 

(vi) In regard to reservations for 
scheduled castes, scheduled tribes and 
other backward categories, it has been 


specifically laid down that the university 
shall be obliged to adopt the government 
policy and orders issued in his behalf from 
time to time. 

(vii) The powers of the university have 
been somewhat enlarged. It can recom¬ 
mend to the state government to take over 
the management of any affiliated college 
or institution. It can lay down service con¬ 
ditions including code of conduct, work 
load, norms of performance appraisal for 
teachers and evolve an operational scheme 
for ensuring accountability of teachers 
ard so on. One of its objectives would be 
to promote the study of Marathi and the 
use of Marathi as a medium of study and 
examinations. 

(viii) A grievance redressal machinery 
for employees and teachers has also been 
proposed. 

(ix) Interaction with industry, trade and 
commerce is now to be facilitated and 
funds, if raised through any one of these 
.sources, can be used by the universities in 
the manner considered most advisable. 

(x) A State Council of Higher Educa¬ 
tion with advisory functions is to be .set 
up. 

(xi) Conditions for affiliation and 
recognition of colleges are sought to be 
rationalised as well as streamlined. 

(xii) The power to issue directives to 
universities has been made more explicit 
and more formal. 

Ill 

As should be evident, the composition 
of the main university (the senate and the 
management council) as also the powers 
exercised by the vice-chancellor are inter¬ 
related issues. In the 1974 act. the earlier 
convention had been followed. This con¬ 
vention derived from the pre-1974 days 
when, amongst other things, quite often 
a vice-chancellor was a part-time and 
honorary person. Several distinguished 
vice-chancellors of the University of 
Bombay, for instancy have been well 
known judges. In addition to their judicial 
duties, they would spend some time on 
management of the university. The 
numbers involved were small, the budget 
was limited and, above all, both the 
members of departments as also of col¬ 
let could be looked after through part- 
time attention. 

Once the system began to expand, the 
older mode of governance became untena¬ 
ble. Before long therefore, vice-chancellor¬ 
ship became a whole-tipie job. What re¬ 
quires to be understood is that as long as 
the scale of operations was small and the 
ethos of working had not got politicised, 
the earlier mode of governance through 
committees could work. It was in recogni¬ 
tion of the changing situation that the 
chief executive of the university had to 


become a full-time officer. However, the 
system of governance by committees con¬ 
tinued to prevail for the most part. The 
1974 act was, in a sense, the last gesture 
to that mode of governance. 

Already, in 1971, the Gajendergadkar 
Committee had observed specifically that 
the senate should be regarded as a deli¬ 
berative body and it should not exercise 
either executive or legislative powers. Is it 
not ironical that in his capacity as the 
chairman of a committee appointed by 
the UGC, he recommended one thing and 
it was ignored in actual practice in his own 
university? But such situations are not 
unknown and they occur perhaps more 
frequently in India than elsewhere. 

Developments since 1974, to reiterate, 
have underlined the untenability of the 
older mode of governance. One thing that 
emerged clearly was that while the vice- 
chancellor was the executive and academic 
head of the university, he did not have 
adequate powers to discharge his respon¬ 
sibilities. Even the powers to discipline 
students, teachers and other employees 
were not vested in him but in the executive 
council. This was a signal case of respon¬ 
sibility without having the requisite 
powers. This is true not only of Bombay 
or of other universities in the state, but 
also of quite a few other universities in the 
country. Professional universities like IlTk 
and agricultural universities are somewhat 
exempt from this disability. But as far as 
the mainstream universities arc coucern- 
ed, and they constitute an overwhelming 
block in the university system, this is 
precisely the situation. 

Over the years therefore, a feeling has 
grown that while there are a number of 
things wrong with the university system, 
one thing emphatically wrong is that the 
chief executive is not vested with those 
powers which would enable him to func¬ 
tion effectively. There is a dilemma here 
however and it needs to be referred ta 

It is no more and no less than this that, 
during the last quarter century or so in 
particular, the university system has got 
so politicised that hardly anyone who is 
politically unacceptable to the powers that 
be is appointed as a vice-chancellor. There 
may be some exceptions here and there 
but this is the overall situation. In fact, 
in certain cases, things are even worse. For 
example, even in stales other than Bihar, 
vice-chancellors are appointed and remov¬ 
ed more or less as other officials like the 
home secretary or the secretary for infor¬ 
mation, etc, are appointed and removed. 
Every boss who comes wants a person of 
his own choice. 

1 his mode of functioning was 
honoured, so to speak, when it was 
generally recognised that the new incum- 
bc-ni had some kind of an unspoken right 
to appoint his own chief secretary or 
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dticcipr general ot ponce ana so on. in 
course of time^ this hankering after ap¬ 
pointing suiMble (more precisely, conve¬ 
nient) people got extended even to vice- 
chancellors. This politicised the office of 
vice-chancellor even further. 

In this situation, how could academics, 
and other aspirants to the post of vice- 
chancellor, remain unaffected? Almost 
everyone started playing up to those in 
power which, in plain words, meant 
manipulation and politicking. This 
phenomenon had not been unknown 
earlier. Now it received a further edge No 
wonder most vice-chancellors appointed 
in recent years have been nominees of 
those in power. In the upshot, either they 
were political appointees or, in the 
minimum, accepuble to them. 

IV 

The issue now is how to reconcile these 
two irreconcilable positions. A vice- 
chancellor has to be given power; as also 
a longer tenure (in this case the bill has 
proposed a tenure of five years instead of 
three) and equipped him in every way to 
handle all kinds of unforeseen situations 
and maintain high standards of academic 
performance, in other words, the ideal is 
noble and lofty and consistent with the 
principles of efficient management. 

But the men and women available for 
the purpose are almost utterly unequal to 
the demands of the job. Sometimes, they 
even lack that minimum degree of acade¬ 
mic distinction which would give them 
that extra edge so as to make them accep¬ 
table in the eyes of their colleagues. And, 
quite as often, they lack the necessary 
credentials of being fair and upright and 
free from those infirmities which most 
people who ascend to the top job in 
academic life should be normally blessed 
with. To put it bluntly, it would be no ex¬ 
aggeration to say that there is acute scar¬ 
city of the right kind of people to become 
vice-chancellors. 

Over the years, the job has become 
mote and more demanding. A whole com¬ 
bination of qualities is required and most 
people are deficient either in one quality 
or another; and sometimes the deficien¬ 
cies are so obvious as to stand out like a 
sore thumb. 

To translate all this into everyday 
language, while the legislators can pass a 
new bill embodying the new provision, 
men and women of the requisite calibre 
and combination of qualities would just 
not be available. No amount of legislation 
can take cate of this kind of problem. The 
only remedy is that our political life is so 
conducted that instead of the worse man 
getting the job, there is some room even 
for those who are not pushers and hust¬ 
lers. This however is a tall order. 


Economic and i^ilitical Weekly March 


ibe pomicuuis wno wieia power are not 
going to change their ways because of the 
imperative need to improve the working 
of universities. For them, the university is 
like any other institution, say a transport 
undertaking or an electricity board or 
something like that. WJiat they forget is 
that mismanagement in these sectors cei- 
tainly hurts the economy but it does not 
hurt the polity to that extent. Mismanage¬ 
ment in location leads to the coarsening 
of the sensibilities and attitudes of a 
whole new generation of young people, 
and has long range implications. 

In fact the process has been at work for 
almost four decades and we now see for 
ourselves what damage is being caused. 
But while we can talk in this vein, we can¬ 
not legislate about the legislators. They 
have the power both to legislate and to ad¬ 
minister. Since neither of these two powers 
can be taken away from them except 
through a different turn of electoral 
choice, the problem is there and will con¬ 
tinue to he there. 

Does it follow from what has been said 
above that we retain the old system and 
do not bring about those changes which 
are proposed? Would that be a step in the 
right direction? The plain answer is that 
changes are unavoidable and have to be 
made. Ikvo things however require to be 
done in order to ensure a better outcome 

One is to so arrange things that those 
appointed as vice-chancellors do possess 
a certain minimum measure of academic 
and administrative ability and, no less im¬ 
portant. arc not tainted with the stamp of 
being someone's nominee. This is easier 
said than done Since the ultimate power 
would continue to be with the political 
masters, without a change in their outlook 
in the mode of functioning, the objective 
cannot be realised. But surely some 
preliminary steps can be taken. 

Why should the government, for in¬ 
stance have excessive weightage when it 
comes to the choice of the chief executive 
of the university? It is provided in the 
statutes that three names would be recom¬ 
mended to the chancellor out of which he 
would select one. This is as per normal 
practice. But why should the committee 
recommending these names be weighted 
in favour of the government? This is being 
objected to. in order to deal with this ob¬ 
jection, there are two options available. 
One is to have a nominee of the academic 
council also in addition to one by the 
management council and the other is to 
have a nominee of theUGC. 

Several universities have opted for the 
second alternative and there is nothing to 
prevent the Mahaiushira government from 
opting for one of the two alternatives. The 
point which needs to be underlined is that 
the person appointed as the chief executive 
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has to be accepUble to me sute govern¬ 
ment but that does not mean a particular 
faction of the party in pc^ or that he 
or she should a favourite of someone 
who ‘matters’. A vice-chancellorship of a 
university is a very prestigious and dif¬ 
ficult job. Nothing should be done to 
obstruct the choice of a suitable person 
or devalue him in such a way as to make 
a suitable choice difficult. 

The second dimension of the problem 
is that while there is a good case for 
vesting the head of the university with all 
those powers which are required for the 
efficient discharge of his duties, some 
restraints have to be built into the system; 
the system of checks and balances as it 
is known. In other words, though a vice- 
chancellor should have a fairly wide range 
of powers, he should also be answerable 
to those in the councils of the university 
and not only to the chancellor or the state 
government. They are not involved in day- 
to-day functioning. While the vice- 
chancellor ;hould be free to functi^ as 
required, there should be certain checks 
and balances within the system so that he 
does not run away with the governance of 
the university. 

The bill is conspicuously silent with 
regard to this dimension of the problem. 
On the contrary, it errs in the opposite 
directien. A whole range of nominations 
are left to the vice-chancellor. There is no 
harm in vesting him with those powers but 
then those need not be unfettered. If he 
were to recommend certain names to the 
chancellor, the latter would, for all prac¬ 
tical purpose, go by hu recommendations. 
Such a system would restore the kind of 
balance that has been talked about and 
is indispensable if the universities are 
to function both responsibly and demo¬ 
cratically. 


More or less related to the issue of 
autonomy versus accountability is the 
issue of the powers of the chancellor. For 
all practical purposes, the chancellor acts 
according to the advice tendered to him 
by his ministers. Every now and then, 
there have been instances when chancel¬ 
lors have acted on their own and not 
bothered too much about the advice 
tendered to them. In almost all such ca.scs, 
political leaders decide nut to have any 
kind of confrontation. In the ultimate 
analysis, therefore, it is more or less a 
question of some kind of an equation bet¬ 
ween the chancellor and chief minister. 

The Gnanam Committee has suggested 
that while the chancellor should be elected 
by the senate, the governor of the state 
should be made a visitor. This would be 
more or less along the pattern of central 
universities where the president is the 
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vWtor and o w ciics all supervisory powers 
and the chancellor is clec^ and performs 
only ooemonial functions. To what extent 
this changed nomenclature will bring 
about a real change is a matter of opinion. 
The real issue is what is the role of the 
chancellor and how it will actually work 
in practice. 

One power being given to the chancellor 
in the proposed bill is that in case it is felt 
that somebody’s conduct is detrimental to 
the smooth functioning of the university, 
he may be asked to explain his conduct 
and if the chancellor is not satisfied with 
the explanation he may suspend him or 
disqualify him from membership. As 
already stated, such a power is not to be 
found in any university act. 

What the bill is proposing is drastic no 
doubt and, in certain situations, such a 
step might have to be uken. In at least 
half the mainstream universities around 
the country, instances can be found where 
some individuals do work in an obstruc¬ 
tive, if not also destructive, manrfer. Most 
often such individuals are odd characters. 
Not having made a mark elsewhere, they 
tiuinage to discover a role for themselves 
in university affairs. What they usually do 
is to champion the causes of disgruntled 
people. When decision-making is on the 
whole not all that fair, such people fill a 
teal need. No wonder they are to be en¬ 
countered in more places than one would 
expect. Some kind of a link develops bet¬ 
ween them and tho.se with a sense of 
grievance. A genuine grievance has to be 
attended to but not all tho.se aired or pro¬ 
jected ate genuine. It is the latter kind 
which obstruct the smooth working of 
universities. In plain words, the problem 
does exist and the real issue is how to deal 
with it. 

What is proposed is one way of dealing 
with it. In principle, one cannot object to 
it. After all, the individual is being asked 
to explain his conduct and a decision is 
to be taken only after fiis explanation has 
been considered. So far so good, as they 
say. Retaining such a provision on the 
statute book would perhaps be in order 
but the more relevant question would be 
what roles are framed to deal with such 
situations. 

There can be a whole range of options. 
Who makes the report to the chancellor? 
Evidently it would have to be the vice- 
chancellor. How does he go about it and 
what are the guidelines for him? Does he 
rulminister any kind of warning on his 
own? Is any such thing recorded in the 
minutes or in the files or some such mode 
of approach adopted? Cioing further, who 
considers the explanation given by the 
member concerned? 

It should not be necessary to go into 
all these details in this analysis. What le- 
quires to be emphasised is that retaining 


such a provision would have a salutary 
effect. However, so much would depend 
upon how it is used. But misuse of it even 
once, i e, to snuff out a difference of opi¬ 
nion, would be utterly wrong. 

In a sense the situation is not dissimilar 
from the provision to extend the tenure of 
the vice-chancellor from three years to five 
years. If the initial choice of the vice- 
chancellor is good, to extend his tenure 
by two years would be immensely useful. 
But if the initial choice was bad, that man 
would have to be suffered for an extra two 
years. All said and done therefore, the 
whole thing would depend upon how the 
vice-chancellor is appointed. If the track 
record of our present-day incumbents is 
any guide, the number of wrong choices 
made so far (deliberately or otherwise) is 
larger than the number of right choices 
made. To say anything more on this issue 
should not be necessary. 

VI 

To have enlarged the powers of the 
university amounts to more or less moving 
with the times. Even the provision to take 
over affiliated colleges or institutions is 
a .salutary provision. How ludicrous, 
however, is the penalty imposed in case of 
non-compliance in a particular situation! 
If the advice of the university is ignbred 


by a ooDege mana^ment, it can be fined 
lU IjOOO in the first instance and twice 
that amount in the second instance: is the 
penalty of Rs 2,000 going to discourage 
any one of the manipulators who indulge 
in such things? 

The only way to deal with them is im¬ 
pose a heavy penalty and to also debar 
them from membership of the manage¬ 
ment for a period of Tive years when the 
first offence is established. If a second of¬ 
fence is committed, such a person should 
be debarred for 10 or IS years or 
something like that. The whole idea is that 
a person who wilfully indulges in subver¬ 
sion of law is not the kind of a person who 
may be regarded as suitable for any 
responsible position in the field of 
education. 

A good provision in the proposed bill 
is that if the university can raise its own 
sources, it would be free to spend them 
in the manner it thinks best. This is a step 
in the right direction. It would encourage 
initiative and innovative planning. At the 
same time, the interest of the disadvan¬ 
taged groups, the SC and ST categories 
as also those coming from the backward 
communities, have to be protected. 
Maharashtra is one of those states where 
such protection has been available to these 
categories for a number of years. One can- 
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not therefm fault the state for having 
neglected its basic social obligation. 

But there are allegations that in quite 
a few cases these provisions are being 
misused. Extensive corruption is report^ 
to have crept into our political and also 
our educational system. In order to cope 
with this problem, it is not legislative 
measures that have to be taken. Other 
kinds of measures have to be taken but 
those cannot be discussed in an analysis 
of the proposed university legislation. 

It may not be a bad idea however if 
some kind of safeguards were to be built 
into the system. For instance, some por¬ 
tion of the grant to a university can be in 
the luture of a revolving fund. That fund 
is made available only to those students 
who ate in need of loans. Since loans are 
recoverable and should be recovered, there 
is no reason why there should be any kind 
of loss or leakage. However, it is a com¬ 
plex issue and cannot be discussed here 
in any detail. 

Universities have also been empowered 
to lay down norms of performance ap¬ 
praisal for teachers and other employees. 
As to the need for academic audit, there 
can be no two opinions. Nor would it be 
difficult to lay down appropriate rules and 
procedures. The real difficulty will come 
at the stage of implementation. Since this 
would depend, to quite an extent, upon 
the kind and quality of administration 
that a university has and also the level of 
responsibility of the trade union move¬ 
ment, it is diffrcuU to say in advance how 
things will work out. 

All that one has to remember is that 
ours is a soft society. While it is wrong to 
be unfeeling and heartless as some of the 
more competitive societies are, it is equally 
wrong to be soft to the extent that most 
of us have become. In point of fact, we 
are soft in a selective way. For example, 
when we underplay the enormity of 
academic misconduct as we often do, we 
are thinking of only of the welfare of the 
individual involved and not of those hun¬ 
dreds and thousands of students who are 
the viaims of their incompetence and un¬ 
willingness to exert. In plain words, a 
question that we have to always ask is: 
whom are we thinking of? Is it only of 
the affected individual or those who are 
voiceless and, in certain cases, csen indif¬ 
ferent to what is in their own interest? 

VII 

It is yet another indication of how soft 
,we are that a proposal made by the Na¬ 
tional Policy of Education in 1986 has yet 
to be implemented. This refers to state 
councils of higher education. This was 
without question otK of the more prag¬ 
matic recommendations to emerge from 
the I98S-86 exercise at formulating a new 


policy for education. 

Experience during the last four decades 
has shown that while certain admirable in¬ 
itiatives ate taken by the centre from time 
to time, in actual practice not many of 
them gel implemented. In the transition 
from the centre to the state level, 
something goes wrong somewhere. It was 
to bridge this gap that the 1986 policy sug¬ 
gested that, more or less corresponding to 
the UGC at the central level, there should 
be stale level bodies at the sute level. After 
the 1986 recommendation, the UGC ap¬ 
pointed a committee under the chairman¬ 
ship of one of its ex-chairman alongwith 
a few secretaries of education from dif¬ 
ferent states and a few vice-chancellors. 
This committee worked out the details and 
these have been available with the slates 
for almost half a decade. 

And yet only one state, Andhra Pradesh, 
has set up such a council so far. Properly 
speaking, that state had taken some such 
initiative even before the centre had 
recommended anything of this kind. 
What Andhra Pradesh did was to read¬ 
just to the major recommendations of this 
committee. A couple of other stales are 
said to be ready with appropriate legisla¬ 
tion but the councils are yet to be 
established. 

The essence of the proposal to set up 
these councils is that education is taken 
out of the hands of the usual kind of 
bureaucrats and the locus of decision¬ 
making is transferred to statutory bodies 
which do have some bureaucratic input 
but are basically academic in character 
and outlook. Even in Andhra which is so 
far the only state to have such a council 
going, the bureaucrats have not allowed 
it to function autonomously beyond a 
point. In Ikmil Nadu which has just set 
up such a council, the chairman is the 
minister in his ex-officio capacity. In 
Maharashtra, it is proposed to set up such 
a body but it is made advisory in charac¬ 
ter, so much so that in a sub-clau.se it is 
specifically stated that “Nothing in this 
section shall empower the Council to 
carry out any executive function’*. 

It should not be necessary to comment 
any further except to say that the bureau¬ 
crats do not want an independent and 
autonomous body to manage the univer¬ 
sities; this takes away some part of their 
’empire*. As to the politicians in power, 
they are by and large so inferior in calibre 
that they dare not disagree with their of¬ 
ficers; it requires both courage and a cer¬ 
tain kind of intellectual equipment. 

VIII 

It should not be neces.sary to discuss 
some of the other provisions in any detail. 
A few of them are admirable. For instance. 


a grievance rvdressal machinery is to be 
established. A tribunal to consider such 
cases already exists. What is sought now 
is to streamline it further. Similarly, con¬ 
ditions for affiliation and recognition of 
colleges are sought to be rationalised. In 
the early 1980s, when a whole rash of sub- 
standaid institutions dealing with engi¬ 
neering, medicine, teacher training, etc, 
were established, the state government 
more or less deprived the universities of 
the power to grant affiliation. Experience 
has shown that that was not the right 
thing to do. An attempt is now made to 
redress the balance. 

A couple of odd features of the bill may 
however be referred to. It is suggested, for 
instance, that a university may have a pro- 
vice-chancellor if it has more than ISO af¬ 
filiated colleges and recognised institu¬ 
tions. Without going into the question 
whether a vice-chancellor would have the 
capacity to handle such a large number 
of institutioas, particularly when the 
management of universities is becoming 
more and more complex, and, in the 
ba^ain, highly politicised, one simple 
point may be made. There should be a cer¬ 
tain measure of flexibility in these mat¬ 
ters. While overstaffing is certainly 
deplorable, understaffing is equally 
deplorable Even the constitution of the 
management council does not provide for 
more than one seat for a pro-vice¬ 
chancellor. This is being rigid with a 
vengeance! 

Similarly it passes one’s undersunding 
that while a large number of other univer¬ 
sities in the country have already adopted 
the system of having two separate boards 
of studies, one at the undergraduate and 
the other at the post-graduate level, why 
should the Maharashtra universities con¬ 
tinue to stick to an outmoded system of 
academic organisation. Similar comments 
can be made about several such odd 
features of the bill but for the constraint 
of space. 

The important thing to stress is that 
while, on the whole, this initiative is to be 
welcomed, some features of it do call for 
reconsideration. Properly speaking, the 
whole thing has been in the works for 
such a long time that it has almost become 
a joke. Law-making in respect of univer¬ 
sities every few years is in order. But then 
the process of law-making should be 
open, participatory and based on some 
kind of a consensus. Even with the best 
of legislation on the statute book, the ac¬ 
tual performance may fall short of the 
promise. In that case the fault would be 
of the individuals rather than of the 
system. Both are in need of a mend and 
ii is time to recognise that one thing is as 
important as the other. 
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REVIEWS 


A Landmark in Policy Analysis 

Ranjit Sau 

Ag^culture, Growth and Redistribution of Income: Policy Analysis with 
a ^neral Equilibrium Model of India by N S S Narayana, Kirit S Parikh 
and T N Srinivasan; North>Holland. Amsteidam in association with Allied 
Publishers, New Delhi, 1991; pp SOl-fxvi. 


HERE is a remarkable work, pioneering 
and perceptive. This is the first published 
Walrasian general equilibrium model of 
the Indian economy designed to evaluate 
government policies. This model for India 
is, we are informed, one of several models 
of the Food and Agricultun; Programme 
(FAP) at the International Institute for 
Applied Systems Analysis (11 ASA), 
Laxenbeig, Austria. Though the bulk of 
the work was carried out over a number 
of years at IIASA, a good deal of research 
and writing was also done at the Indian 
Statistical Institute, New Delhi and 
Bangalore, and at the Indira Gandhi 
Institute of Development Research. 
Bombay. FAP's task is to put together a 
linked system of several national models 
(covering 80 per cent of the world) and 
use the system of models to perform a 
global general equilibrium analysis of 
policies towards tdleviation of poverty, 
growth and development, international 
trade and interdependence 

The stated objective of the book is to 
explore policy initiatives that promote 
growth and structural transformation 
while ensuring social justice The focus is 
mainly, though not exclusively, on agri¬ 
culture The time horizon extends up to 
the end of this century. The tool of 
analysis is an Applied Getietal Equilibrium 
(AGE) Model of the Indian economy. If 
intetd^ndence within the economy is 
pervasive and strong as it is likely to be 
in a moderately complex economy, a 
gerreral equilibrium approach is con¬ 
sidered essential. Policy analysis based on 
a partial approach, equilibrium or other¬ 
wise, can be misleading since it ignores 
spillover or feedback effects. This is the 
rationale for using such a complicated 
method of arudyus as general equilibrium. 
The effon of the authors has bMn amply 
rewarded by the results. This book has 
taken the discourse on India’s economic 
policy to a greater height of analytical 
excellence. 

The Model 

There are ten sectors in the economy. 
Sixteen major crops, nine minor crops, 
dairy, poultry, animal husbandry, and all 
other agricultuial activities are aggregated 


into nine scaors. All non-agriculture is 
compressed into the remaining tenth sec¬ 
tor. All goods are tradable. There are ten 
consumer expenditure classes; five rural, 
five urban. In all, it is a ten-sector-ten- 
class model. There are three sets of agents; 
producers, consumers, and the govern¬ 
ment which, through its policies, can 
influence domestic supplies, prices, 
foreign trade, etc. Producers and con¬ 
sumers exchange goods subject to the 
influence of government policy. 

The model thus has four components: 
supply, demand, government policy, and 
exchange. The full model can be viewed 
as a system of interconnecting sub-models 
relating to these components. The sub¬ 
models in the first three components are 
econometrically estimated, supplemented 
by a few exogenously specified para¬ 
meters. while the fourth component deals 
with the compuution of equilibrium 
prices. The existence, uniqueness,- and 
stability of equilibrium prices and the 
algorithm for obtaining them through an 
iterative process in the exchange compo¬ 
nent are not shown here, but due reference 
is given. After a brief survey of the 
economy and agriculture since in¬ 
dependence the book goes into the 
methodology of setting up the supply, 
demand and policy components of the 
model. 

For crops, a two-stage procedure is 
followed, separately estimating acreage 
and yield. In the case of wheat and rice, 
in particular, some scope for optimisation 
by the farmer is allowed. Supply funaions 
of livestock, fish, and dairy products are 
relatively straightforward. As for non¬ 
agriculture, the basic idea behind the 
supply function is that capacity is expand¬ 
ed so as to minimise the expected cost of 
produaion to meet future demand which 
is uncertain. The demand for non¬ 
agriculture. in turn, is estimated in two 
ways. In one, it is a function of expected 
price of non-agriculture relative to that of 
agriculture, per capita agricultural GDP 
in the current year, and per capita toul 
GDP in the previous year. In the other, 
total demand is the sum of five items, 
namely, households’ consumption, inter¬ 
mediate consumption, investment, 
government purchase, and export. The 


larger of the two estimates is used in 
subsequent simulation (pp 38-39). This 
completes the supply sub-model. 

The growth of population and its rural- 
urban breakdowns are exogenous. Next 
comes a very crucial matter, namely, deter¬ 
mining the distribution of endowments 
and population among consumer expen¬ 
diture classes. The method is as follows. 
Start with an arbitrary set of prices, call¬ 
ed ’target prices’; successive iterations will 
take us to the equilibrium prices. Com¬ 
pute the agricultural and non-agricultural 
incomes; the latter is then split into rural 
and urban. Now the aggregate consump¬ 
tion functions, separately for rural and 
urban regions, bang already at hand from 
the data of the NCAER survey, find the 
aggregate consumption expenditures 
respectively. 

An individual’s consumptioh and 
income are assumed to be jointly and log- 
normally distributed. This assumption 
enables the authors to derive the classwise 
proportions of total population, con¬ 
sumption expenditure, and income: 

To complete the demand sub-model for 
commodities, private final consumption 
demand was estimated as a Piecewise 
Linear Expenditure System. That is, a 
separate linear expenditure system (L^) 
was estimated for each expenditure clau 
of rural and urban population (pp 49-SO). 
Below we shall have an occasion to return 
to this point. 

The policy sub-model, the third com¬ 
ponent, considers the following govern¬ 
ment activities: procurement, public 
distribution, stock accumulation, public 
investment, public consumption, revenue 
collection, quotas, and tariffs. Lastly, in. 
the exchange component, budget con¬ 
straints of all the expenditure classes 
explicitly enter together with a budget 
constraint for the nation as a whole. 

The model is solved secuentially for 
each year from 1971 to 2000. The 
exchange equilibrium of each year shows 
that year’s actual values of classwise 
incomes and their commoditywtse con¬ 
sumptions, tax levels, commoditywise net 
trade, public buffer stocks, tariffs, and 
domestic prices. 

This model is then used to examine the 
following policies respectively: public 
distribution, foreign trade and aid, rural 
works programmes, agriculture-industry 
terms of trade, fertiliser subsidy, and ir¬ 
rigation development. First, a particular 
scenario, extending from 1980 to 2000, is 
constructed that will serve as the frame 
of reference. It spedfies that, inter alia, 
domestic price policy is to move gradual¬ 
ly closer to the world market prices. An 
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interesting feature of this reference 
sceiwrio is that it projects large imports 
of coarse grains, and other food items 
such as edible oil, sugar, pulses, etc, and 
latte exports of wheat, and near self- 
sufficiency in rice. 

Scenarios change with policies. The 
very process itself of defining alternative 
scenarios to evaluate a policy in the 
general equilibrium framework is, the 
authors emphasise, instructive. One is 
forced to formulate the questions clearly 
and utuimbiguously. It also becomes evi¬ 
dent that changes in one policy require 
ehanges in others, and hence one has to 
state what policy package one is assess¬ 
ing. Thke; for example, the question of fer¬ 
tiliser subsidy. One is immediately 
required to ask the question: How is it to 
be financed? Will public investment be 
reduced or new taxes be levied? And. of 
course, the answer whether fertiliser sub¬ 
sidy is desirable or not can depend on how 
it is financed. Thus, one recognises 
that the question ‘is fertiliser subsidy 
desirable?’ is not very meaningful. One 
should instead ask the question ‘is 
fertiliser subsidy financed through reduc¬ 
tion in public investment desirable?'. The 
assumption implicitly made in partial 
equilibrium analysis of such issues is that 
non-distortionary taxes will be u.sed to 
finance such subsidies. Not only are such 
taxes not available in practice, but govern¬ 
ments are not always able to raise taxes, 
distortionary or otherwise. 

As another example of how the general 
equilibrium framework compels one to 
correctly pose the question, the authors 
continue, take the case of changing terms 
of trade for agriculture. The moment one 
tries to define a scenario for change in 
terms of trade, one is bound to specify 
how this change is going to be realised. 
Given a set of world prices, the altered 
tenus of trade can be implemented by 
changes in trade policy or in effective pro¬ 
tection rates, change in domestic stock 
policy, or a combination of these And, 
of course, each way chosen has a different 
implication for the government budget. 
Thus the outcome of a change in terms 
of trade would depend on the other 
policies accompanying it. 

Rbsum 

To facilitate comparison of scenarios 
one needs some aggregate indicators 
which reflect upon economic develop¬ 
ment, individual well-being, and social 
welfare. In spile of all its limitations, GDP 
at base (1970) prices is taken as the 
measure of economic development. As for 
individual well-being the following two 
indices are considered. The level of food 
energy and protein intake per capita in 
each expenditure class are calculated to 
assess nutritional status. Second, an index 


of utility obtained in any given year is 
sought in what is called *equivalent 
income* of that year, defined as the 
income required to purchase, at 1970 
prices, a consumption basket that pro¬ 
vides the same utility as of the current 
basket of consumption. Since consumer 
behaviour in each expenditure class is 
characterised by a separate linear expen¬ 
diture system the underlying parameters 
of the Cobb-Douglas utility function for 
each class are known. With these 
parameters and 1970 prices, equivalent in¬ 
come of any given year can be calculated. 

The so-called Willig-Bailey criterion is 
invoked for comparing social welfare. 
Given a population of individuals ranked 
from I to n according to their equivalent 
incomes. m,l and m,2. in two distribu¬ 
tions (m^ is the expenditure that a person 
i needs at some base price p„ to achieve 
the same utility that he enjoys at prices 
p and national income y in distribution 
), j = 1,2) the first distribution is prefer¬ 
red to the second if and only if. 

Tm.l>I.m,2 over i = I. k, and 

K = I, 2.n. 

The underlying social welfare function is 
general enough to satisfy the Pareto 
principle; anonymity, and aversion to 
regressive transfer. Note that person i (the 
one having the i-th lowest equivalent 
income) in distribution I need not be the 
same as person i in distribution 2. 

It is interesting that the above inequality 
with k = 1 corresponds to a Rawlsian 
social welfare function (or the Gandhian 
‘antyodaya’, the authors note), and with 
k = n corresponds to the Hicksian com¬ 
pensation criterion. However, for a general 
social welfare function, the inequality has 
to hold for all values of k from I to n to 
ensure dominance: The ranking, obvious¬ 
ly. is not independent of the base price 
vector p^. We may also observe that the 
Willig-Bailey criterion concentrates on 
consumption as such and ignores savings; 
so it may be biased if income is taken as 
the source of welfare, and consumption 
is not a fixed proportion of income. Put 
this is a minor point, meant only to clarify 
the matter. 

For public distribution policies the 
authors construct eight more scenarios 
with a variety of assumptions about the 
rural-i'rban coverage, mode of financing, 
resale facility, trade, etc Wc refrain from 
giving a summary of their rich findings. 
We leave those simulation outcomes as 
suspense for the reader of the book to 
relish course by course This method of 
compaiing scenarios is applied for other 
policy issues as well with equally mean¬ 
ingful results. One can legitimately have 
a different perspective, can construct 
another model, calibrate it any way one 
likes, and thus have a different series of 
counterfactual simulations. But no one 


should have any doubt about the usqftd- 
ness of the approach, the power of the 
model, and the value of the conclusions 
presented in this book. It is worthwhile 
to keep in mind that the model is not in¬ 
tended for forecasting, nor is it concerned 
with short-run economic adjustment pro¬ 
blems, for which there are several pro¬ 
totypes available elsewhere inspired largely 
by the contributions of Lance Thyior and 
others. 

Query and Comment 

Some mathematics and statistics of the 
model are not given in the book; but there 
are helpful references to. inter alia, the 
authors’ earlier works. Some of the intri¬ 
cacies of an AGE model are certainly 
beyond the competence of this reviewer. Ya 
he dares make the following observations. 

First, a point of clarification. It appears 
that the demand for non-agricultural 
goods is computed in two places in the 
model; once in the supply sub-model 
(pp 37-40), and again in the demahd sub- 
model (pp 49-SO). In the former it is 
estimated in two ways, and the larger of 
the two estimates is accepted for simula¬ 
tion. In the latter, the private final con¬ 
sumption demand is represented by a 
linear expenditure system. Thus the 
methods are different in the two, with 
possibly different results. It is not clear to 
the reviewer how the demand estimates of 
the supply and demand submodels are 
reconciled in the overall model. 

Second, to what extent can one say that 
the model represents reality? Can one 
trust the results from such a model? The 
authors themselves have addressed these 
questions (p 284). Still we return to them 
once more. It is recalled that three com¬ 
ponents of the mtxlel are cconometrically 
estimated. The equations presented in tlw 
book are accepted, we are advised (p 74). 
on the basis of: (i) conformity with the 
expected signs of the various estimates, 
(ii) levels of significance for the computed 
t-coefficients, and (iii) a high (R-Bar)^. 
But the computed t and (R-Bar)’ values 
have not been reported in the book. The 
reader is thus deprived of an opportunity 
to form his or her own informed judg¬ 
ment about the empirical validity of the 
model. 

Third, wc look forward to reading a 
similar work, with the focus on industry. 
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Where Fact Crosses Fiction 

Ramachandra Guha 

In an Antique Land by Amitav Ghosh; Ravi Dayal Publisher, New fX'lhi, 
1992; pp 363. Rs ISO. 


SOME years ago, the American critic 
Clifford Geertz wrote of a process of ‘in> 
tellectual deprovincialisation’ that was 
making steady progress in the academy. 
The divisions between different disci¬ 
plines, noted Geertz, were now running at 
some ‘highly eccentric angles’. The most 
exciting work in the human sciences—by 
Thomas Kuhn in the sociology of science, 
for example; or by Michel Foucault on the 
history of modern ideas and institutions 
and Claude Levi-Strauss on the meanings 
of myth—was being done by scholars who 
saw themselves as having a sort of ‘in¬ 
tellectual poaching licence’ to pick what 
they wished from any established disci¬ 
pline. (The mature work of Geertz is itself 
as difficult to classify as that of Foucault 
or Levi-Strauss: it lies where anthropolt^y, 
history, philosophy and literary criticism 
meet—or do not meet.) 

I recalled Geertz’s essay on the blurring 
of scholarly genres when I read an early 
review of Amitav Ghosh’s In an Antique 
Land, which complained that the book 
had a ‘little too much of everything’: 
history, anthropology, poetry, develop¬ 
ment studies and rural sociology. In fact, 
at every step Ghosh's career has mocked 
the Linnean categories used by intellec¬ 
tuals to demarcate and defend disciplinary 
boundaries. He took degrees in history 
and sociology at Delhi before going to 
Oxford, where he obtained a D^Phil in 
anthropology based on fieldwork in an 
Egyptian village. He then returned to 
India, took up a teaching position, and 
gave it out that he was turning his disser¬ 
tation into an academic monograph. All 
but his closest friends were taken aback 
when he instead published The Circle of 
Reason (1986), a novel that starts in the 
Bengal countryside and ends in the sands 
of North Africa. 

Although the first part of his first 
book—a brilliant portrayal of the physical 
and moral landscape of 2()th century 
Bengal—contains some of Ghosh's finest 
writing. The Circle of Reason lo.ses focus 
as it moves out of India into the Middle 
East, and by the lime it reaches Africa it 
reads as if the novelist had himself lost in¬ 
terest in his characters. Ghosh’s second 
novel. The Shadow Lines (1988). is more 
carefully crafted. Determinedly realist and 
understated in tone, it sketches, with deep 
sympathy and acute sociological skill, the 
relationships, through peace, war and riot, 
between different branches of a Bengali 
bhadralok family and between this 
household and an English family which 
it befriended. 

Ghosh’s two novels established him as- 
an imaginative writer of the first rank, and 


the knowing could now quip—as I recall 
doing at the time—that ‘inside every an¬ 
thropologist is a novelist struggling to get 
out’. But now he has confounded us once 
again, by turning his back (at least for the 
time being) on fiction, writing instead 
what is. to ail appearances, a factual ac¬ 
count of two crossings widely separated 
in time 

The cote of In an Antique Land is taken 
up by Ghosh’s own experiences, while for¬ 
mally doing fieldwork, as a Bengali Hin¬ 
du in an Egyptian village. This narrative 
is however continually interrupted by the 
parallel description of a journey by 
Abraham Ben Yiju, a Jewish trader from 
Tunisia who in the early 12th century settl¬ 
ed on the Malabar coast, married a Nair 
lady. Ashu, and acquired and then 
befriended a low caste slave, Bomma. This 
counterpointing of narratives tells its own 
moral talc, for in Ghosh’s view the rela¬ 
tionships between men and women of dif¬ 
ferent cultural backgrounds were less 
tainted by prejudice in the 12th century 
than in the 20th. Indians and Egyptians 
are now fiercely proud of their citizenship 
of independent nations, but while they 
may be formally free, both are in mental 
bondage to the west. By modern concep¬ 
tions of freedom Bomma can only be 
classified as Ben Yiju’s ‘slave’, yet as the 
author shows, he was on terms of genuine 
friendship and intimacy with his master. 

This contrast is most sharply etched 
when Ghosh juxtaposes, to the actual 
journey across land and sea made by Ben 
Yiju, an imaginary journey to India by 
one of the anthropologist’s Egyptian 
friends. To reach Mangalore from the 
Middle East in 1130 AD the merchant 
might face some physical discomfoii, but 
otherwise the journey by camel, boat and 
ship would encounter no cultural or 
political barriers. But when his friend 
Zaghoul wonders whether he can reach 
Amitav’s country by donkey, an image 
of all the hurdles he would face flashes 
across the writer's mind; ‘visas and 
quarantine, the ribbon of war that stret¬ 
ched from Iraq to Afghanisthan... the 
foraging of snow leopards and the 
hairiness of yaks'. 

There is a strong thematic unity to 
Ghosh’s oeuvre. 1 he polemic against the 
nation-state is one of several ways in 
which the present work carries forward 
the moral agenda of his novels. He 
relentlessly questions the 'shadow lines’ 
that divide human beings by nation, class, 
culture or religion; it is no accident that 
all his books move back and forth across 
time and across continents. The characters 


that most appeal to Ghosh are those (like' 
Ben Yiju) who have successfully forged 
relationships across lhe.se boundaries. 
This may perhaps be traced, in a general 
way, to his training in anthropology (the 
least ethnocentric of the human sciences); 
while the scepticism regarding the claims 
of science—another of his abiding con¬ 
cerns—might be attributed more directly 
to one of Ghosh’s former teachers, a 
legendary professor of sociology at the 
University of Delhi. 

The author of In an Antique Land does 
indeed have the sympathy for ‘his’ 
villagers of the finest anthropologist; yet 
thankfully, none of the intellectual’s 
agonising and often self-destructive reflec¬ 
tion on 'why am I here in the first place’. 
And in splendid disregard of the conven¬ 
tions of academic history—where time is, 
above all, continuous—the writer moves 
easily between the 12th and 20th centuries 
with little interest in what happened in 
between. 

But the work defies not merely the walls 
that divide university departments:it is a 
challenge to a more sacr^ boundary still, 
that separating ‘fact’ from ‘fiction*. At the 
level of technique, the novelist’s hand is 
displayed in the use of the arresting simi^ 
and in the effonless lecieation of dialogtiCL 
Again, where the anthropologist would fit 
individuals into the grid of social struc¬ 
ture, the novelist sees the idiosyncracy of 
character: the miserly landlord, the 
buoyant student, the austerely traditional 
yet modernising Imam. There are also in¬ 
cidents pre.sented in a matter-of-fact why 
that were very likely made up by the writer 
as he typed along. Ghosh several times ex¬ 
plains his terror of being asked to prove 
that he is not circumcised to the subcon¬ 
tinental history of communal violence: 
surely it is Indian Muslims who grow up 
with that particular fear? Again, his 
description of being asked to confirm his 
manliness by being asked to shoot balloons 
at a country fair is a rathei obvious echo 
of George Orwell’s ‘Shooting an Elephant’. 
And it strains the bounds of credulity for 
Ghosh to accidentally encounter, in both 
Malabar and Egypt, spirits with the power 
to stop the bulldozer of Development in 
it.s tracks. 

These are all questions to be asked by 
defenders of the intellectual status quo, 
but to this reviewer In an Antique Land 
is a marvellous exemplification of the 
creative trespassing across scholarly boun¬ 
daries and across the line between what 
is ostensibly ‘fact’ and what merely ‘fic¬ 
tion’. But the holds of convention are 
strong, so strong that even this daring and 
gifted writer succumbs to them in the end. 
The book closes with 36 pages of notes, 
where the author lists the sources, in half 
a dozen languages and a dozen reposi¬ 
tories, that he consulted in recreating the 
journey of Abraham Ben Yiju. Eleven 
years after being awarded his D Phil, 
Amitav Ghosh apparently remains in 
terror of his Oxford examiners. 
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Aid and Development Policy in the 1990s 

Aijun Sengupta 

In the new world of the 1990s. the main objective of aid and development policies should be that of helping 
the developing countries to integrate into the global mainstream. This would imply assisting them to implement 
the programmes of economic reform that they have launched, and to create a trade and investment environment 
for them so that their development efforts can be sustained through increased resource flows and foreign erxhange 
earnings. 

At the same time, aid and development policies will have to continue to serve their traditional objective of 
supporting long-term development programmes of building irtfrastructure and financing projects of substantial 
social benefit such as investment in rural development, health, nutrition, education and poverty alleviation. 

This paper elaborates on these aspects of aid and development policies in the 1990s. The author first relates 
these policies to their traditional objectives and then spells out the implications of the new objectives for their 


design. Finally, the potential source 
international economy of the 1990s. 


Introduction 

THE 1990s will be the first decade after 
the revolutionary upheavals in the world 
economic and political system following 
the collapse of the Soviet Union and the 
end of the cold war. Democracy has 
spread into areas which were earlier 
citadels of authoritarianism. For the first 
time ‘peace* seems to have a real chance. 
Nations have not only the opportunity to 
settle all their disputes through concord 
rather than conflict, but also a real 
possibility to build up a co-operative 
international order, which can extend well 
beyond international political and stra¬ 
tegic relations. 

There has also been a far-reaching 
change in the approach to economic 
policy after the failure of the command 
economies. There is now a widespread 
recognition that market forces should be 
allowed to operate freely both within and 
across national boundaries. Governments 
have realised that the regulation of prices, 
investment, trade or exchange or the 
restrictions on the movements of goods 
and services, or of factors of production 
usually result in a substantial deadweight 
loss in welfare, which can rarely be over¬ 
come in an actual situation by any otner 
policy. Any gain which might accrue to 
sectional interests from market regulation 
would be only temporary and in any case 
could be improved upon by other policies 
complementing free market operations. 
There is also a rethinking, though not yet 
much of a consensus, about the role of 
the state in economic activities and owner¬ 
ship of enterprises, about central plan¬ 
ning, policy co-ordination and the state’s 
ability to foresee or to inlluencr the evolu- 


of resources for implementing aid and 
is analysed. 

tion of the economy. Regarding the need 
to promote the freedom of market forces, 
however, there seems to be an almost 
universal agreement. 

Most countries are now actively engag¬ 
ed in removing the obstacles to free 
market operations. The pace of their 
removal has, however, been affected by the 
relative strength of the conflicting interest 
groups. The battle of these interests has 
been mostly political, with very little 
economic rationalisation for the respec¬ 
tive positions. The protectionist for^ in 
the industrial countries are openly argu¬ 
ing in terms of purely sectional interests. 
Similarly in the developing countries, 
which had earlier built up a whole edifice 
of development theory on the basis of 
protectionism and import substitution, 
resistance to trade liberalisation exists, if 
at all, not on grounds of economic prin¬ 
ciples, but in the name of graduation and 
appropriate sequencing to allow the af¬ 
fected interest groups time to adjust to the 
changes. 

As a result of this almost universal 
change in policy stance towards liberalisa¬ 
tion, most economies are becoming in¬ 
creasingly globalised. They are being in¬ 
tegrated with each other, not only through 
the interdependence of trade and finan¬ 
cial transactions, but also through expan¬ 
ding interlinkages of production and in¬ 
vestment as well as marketing and tech¬ 
nological tie-ups. This is the way most of 
the industrial countries recorded steady 
growth in the last two decades after 
removing the barriers to trade and com¬ 
petition among themselves. As mure 
economies join the global system in the 
1990s, that process of growth would only 
be further accelerated. For the developing 
countries, opening up to global competi- 


development policies in the altered 


tion, and getting integrated into the 
mainstream of the international economy, 
and not just operating on the periphery, 
would place them firmly on a sustained 
path of growth and development. The pre¬ 
condition for that, however, would be that 
they adjust their economies rapidly to the 
requirements of globalisation and that 
their political structures survive the 
realignments of sectoral interests. 

It would follow from the above that, in 
the new world of the 1990s, the main ob¬ 
jective of aid and development policies 
should be that of helping the developing 
countries to integrate into the global 
mainstream. This would imply assisting 
them to implement the programmes of 
economic reforms that they have launch¬ 
ed, and to create a trade and investment 
environment foi them so that their 
development efforts can be sustained 
through increased resource flows and 
foreign exchange earnings. At the same 
time, the aid and development policies will 
have to continue to serve their traditional 
objective of supporting long-term develop¬ 
ment programmes of building infrastruc¬ 
ture and financing projects of substantial 
social benefit such as investment in rural 
development, health, nutrition, education 
and poverty alleviation. These would 
enhance the abilities of the countries to 
implement the relorm programmes and 
provide safety nets for the groups adverse¬ 
ly affected b> the changes resulting from 
them, in this way. the new aid and 
dt'veiopmcnt policies would ensure that 
the political structures of these countries 
survive in the face of pressures from 
vulnerable interest groups affected by the 
reforms, and that support is generated 
from other groups who gain from the pro¬ 
jects of development. In the following .sec- 
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tiom, wedaborate on these aspects of aid 
and development policies in the 1990s. 
First, we relate thm to their traditional 
objectives. Then we spell out the implica¬ 
tions of the new objectives for the design 
of those policies. Finally, we analyse the 
potential source of resources for the pur¬ 
pose of implementing these aid and 
development policies in the altered inter¬ 
national economy of the 1990$. 

II 

Objectives of Aid and Development 
Policy 

The objectives of aid and development 
policies of OECD countries have been 
quite varied, depending upon their histo¬ 
rical and contemporary commercial and 
political ties with specific developing 
countries. They have also been guided by 
their perception about the evolving inter¬ 
national relations and theii own role in 
shaping those relations. There is a subs¬ 
tantial literature on the objectives and 
motivations for aid to developing coun¬ 
tries. (S^e, for example. White 1974 or 
Maizeis and Nissanke 1984 and the 
references cited there.] In general, these 
can be summarised under three broad 
headings; (1) military and political con¬ 
siderations; (2) concerns about social 
justice, poverty alleviation and human 
development; and (3) mutuality of in¬ 
terests. Most of the OECD countries have 
channelled their assistance bilaterally as 
well as multilaieially, in the form of either 
financial assistance and technical support 
or trade concessions and market access. 
The multilaterai agencies have also follow¬ 
ed the same objectives as of bilateral 
donors albeit probably with more efficien¬ 
cy and less transparent display of self- 
interest. 

Military and Political 
CONSID tRATIONS 

The military and political considera¬ 
tions were directly related to the bipolar 
division of the world, when the super¬ 
powers were trying to build up alliances 
across their borders with countries in the 
third world. Military allies invariably 
received substantial amounts of aid and 
development assistance. Even when the 
quantum of military assistance was not 
large, the strategic importance of a coun¬ 
try due to geographical or commercial 
reasons would ensure that it received 
special treatment in the OECD countries’ 
aid and development polity. This practice 
of alliance formation in the context of the 
Cold War was very similar to that of 
building spheres of influence by the 
colonial powers in the 19th and 20th 
centuries. 


With the end of the Cold Vfu, the 
motivation for military alliancca may have 
disappeared, but the ramifications of 
power politics have qot, and the promo¬ 
tion of spheres of influence with econo¬ 
mic and commercial assistance remains an 
aim of development policy for many 
C^CD countries. The special relationship 
that the European Community has with 
the Lome' countries is an example of nur¬ 
turing a sphere of influence without any 
military alliance. The continuing relation¬ 
ship btiween the US and Israel, involving 
sutetantial flow of assistance, is a reflec¬ 
tion of military interests combined with 
historical ties of special influence. In ad¬ 
dition to these, recently, there has also 
been a tendency towards forming regional 
economic blocs, which is motivated part¬ 
ly by the interests of trade and enlarged 
access to markets, but more so by the 
political considerations of alliance, ethnic 
affinity and prevention of a possible flow 
of unwanted immigrants. 

So long as the political considerations 
of the old or new variety keep influenc¬ 
ing the aid and development policies, it 
may not be possible to achieve the best 
distribution of aid and the optimal ap¬ 
plication of development policy, in order 
to serve the objectives of development and 
integration of the developing countries, as 
we have set out above. The effectiveness 
of aid of a given amount of dollars or of 
a specific policy of, say, increased market 
access in a particular sector offered by a 
donor, may be much higher in a country 
outside a regional bloc or a sphere of in¬ 
fluence. The compulsions of realpolitik, 
however, may force the donor to accept 
a sub-optimal choice and concentrate on 
another country that is politically more 
relevant. 

SucTAi. Justice and Human 
Development 

Concern about social justice, poverty 
alleviation and human development has 
traditionally been the most enduring and 
often the most important motivation of 
the aid and deevelopment policies of the 
industrial countries. This has been, in 
most cases, an extension of the domestic 
policies in these countries providing for 
the welfare of the poor through social 
secur’«y. public health and redistribution 
programmes. While there is now growing 
pressure in all these countries to stream¬ 
line these programmes, to cut expenses 
and to let the market forces decide among 
a number of alternative sources for the 
delivery of welfare, the principle that the 
richer sections of the population should 
take on the burden of meeting a substan¬ 
tial part of the basic requirements of the 
poor has been almost universally 
accepted. 


The motivatiem behind this acceptance 
of domestic responsibility has often been 
political to neutralise the threat of unrest 
and insurrection among the deprived 
community which could disrupt the equi¬ 
librium of society. There have been similar 
attempts to justify an international 
redistribution of income and programmes 
for narrowing the disparity in living con¬ 
ditions in different countria of the world, 
which could otherwise generate serious 
conflicts in the relationship between the 
richer north and the poorer south. During 
the Cold-Wsr, the fear was that the poorer 
countries would be exploited by the rival 
superpowers to expand their spheres of 
influence and disrupt international equili¬ 
brium. After, the Cold War, the possible 
sources of the disruption of the equili¬ 
brium. exploiting the fertile Fields of con¬ 
flict between the north and the south are 
fundamentalism and terrorism. If that is 
so, then the motivation for social justice 
and international equity would be gn ex¬ 
tension of the political motivation men¬ 
tioned earlier. 

In practice, the policies of assisting the 
poor, whether at home or abroad, have 
been inspired in the industrial democracies 
by a sense of altruism and charity and a 
respect for the values of justice and equity. 
Pearson, in his study of the motivation of 
aid in the 1960s. highlighted this aspect 
of the sense of charity, justice and fairplay 
as the most important potential source of 
transfer of resources from the richer 
developed nations to the poorer under¬ 
developed countries [Pearson 1969). The 
records of aid and development of the last 
three decades clearly demonstrate the 
validity of this point. Large ..urns of 
money have been provided by the richer 
industrial countries, bilaterally and 
multilaterally, to the poorer under¬ 
developed countries without any obvious 
self-interest of the donor countries. 
Although the general target of transferr¬ 
ing a 0.7 per cent of the GNP as official 
development assisunce by the industrial 
countries has not been formally accepted 
by all of them, the fact that a number of 
countries have actually realised that ob¬ 
jective and others are regularly promising 
to improve their aid performance shows 
that all donor countries have accepted the 
principle of resources transfer without any 
necessary Financial quid pro quo. There 
is no doubt that the idea of social justice 
which is reflected in the domestic redistri¬ 
bution and social welfare programmes of 
the industrial democracies will continue 
to be a major source of resource transfer 
and a principal clement of development 
policy. 

The total ofFicial development assis¬ 
tance of the OECD countries as a percen ¬ 
tage of their GNP has remained fairl; 
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sutk over the last two decades. It was 0.33 
in 1970 and only 0.3S in 1990. But the 
average statistics fail to highlight two 
faas. First, during these 20 years the GNP 
of the OECD countries registered a very 
substantial growth in real terms, implying 
that the absolute amount of real resources 
that were transferred by these countries as 
official development assistance also 
registered a very substantial expansion. 
Secondly, except for the US and the UK, 
for whom ODA a percentage of GNP 
showed a sharp decline between 1970 and 
1990, most other OECD countrie.s, which 
accounted for large flows of development 
assistance, registered quite an impre.ssive 
increase in this ratio during this period. 
For Japan (providing £ 9.0S billion ODA 
in 1990) it increased from .23 to .31 bet¬ 
ween 1970 and 1990; for Germany (pro¬ 
viding S 6.32 billion ODA in L990) from 
.33 to .42; for France (providing 6.3 billion 
ODA in 1990) from .46 to .52; for Italy 
(providing S 3.4 billion . ODA in 1990) 
from .17 to .32; for Netherlands (pro¬ 
viding S 2.6 billion ODA in 1990) from .60 
to .93; Canada (providing S 2.5 billion 
ODA in 1990) from .41 to .44; Sweden 
(providing S 2.0 billion ODA in 1990) 
from .41 to .90; Norway (providing $ 1.2 
billion ODA in 1990) from .33 to 1.17; 
Denmark (providing S 1.17 billion ODA 
in 1990) from .40 to .93. These .statistics 
do not show much sign of aid fatigue 
among the industrial countries. 

It is of course true that the aid perfor¬ 
mance of most OFCD countries fell far 
short of the target of 0.7 per cent of GNP 
as specified in the United Nations resolu¬ 
tion. But this should be seen in the con¬ 
text of the steadily rising public expen¬ 
diture in most of the OECD countries 
during the last two decades and the in- 
viease in competing claims on public 
funds from domestic sources. There has 
also been a substantial rise in these coun¬ 
tries in expenditure on public health and 
education, social security and labour 
market programmes. This would indicate 
that the authorities in these countries were 
mandated by their electorates to expand 
their support for projects related to 
domestic social justice and development. 
Even in the United States and the United 
Kingdom, where aid performance as a 
percentage of GNP was among the 
lowest—0.19 for the US and 0.27 for the 
UK in 1990—the total health expenditure 
as a percentage of GDP was as high as 
11.2 per cent in the United States and 6 
per cent in the UK by cnd-l9K7. The ex¬ 
penditure on labour market programmes 
alone in the United States and the UK was 
almost five times as high as their expen¬ 
diture on foreign aid in the last few years. 

It would, therefore, be more plausible 
to explain the shortfall in aid performance 


not in terms of a general apathy towards 
social activities or towards social justice 
and equity, but rather in terms of a failure 
to persuade the electorate about the effec¬ 
tiveness of foreign aid in promoting .social 
justice across national boundaries. Admit¬ 
tedly, the electorates in these countries 
would be more inclined to support social 
expenditures targeted towards their own 
people compared to those for the poor 
foreigners. But since there is no sign of 
a strong prevalence of xenophobia, one 
can only conclude that a country which 
is willing to spend more than 25 per cent 
(the OECD average) of its budget on 
social expenditures at home for the poor 
and less than 1.3 per cent on foreign aid, 
it is doing so because it is not persuaded 
about the effectiveness of the foreign aid 
programmes. 

in the 1990s, when most of the develop¬ 
ing countries have embarked on major 
economic reforms, there is a much better 
possibility of persuading the electorates 
of the industrial countries aboui the ef¬ 
fective utilisation of foreign aid. These 
reform programmes are expected to bring 
about strict financial and commercial 
discipline, stop the waste of resources and 
implement programmes supporting struc¬ 
tural adjustment and social development 
in a manner that can be demonstrated as 
improving the effectiveness of foreign aid. 

MtJTlJAl ITV OF INTEKI-SI 

Mutuality of interest as a strong 
motivation for the aid and development 
policy of the industrial countries has often 
been defined in political and non-econo- 
mic terms, almost as an extension of the 
military and political considerations 
discussed above. If countries are accepted 
as allies in a military sense, they would be 
more dependable and useful if they were 
also economically and commercially 
strong enough to share the burdens of any 
po.ssible military manoeuvres. With the 
end of the Cold War, this specific military 
aspect of mutual interest and strategic 
alliance would seem to have lost ground. 

Of late, environment has come up as 
another source ol mutual interest in the 
relation between the industrial and the 
developing countries. We shall not go in¬ 
to this any further in this paper except to 
point out that the scope of the mutuality 
of interest in this area is so vast that a 
large international programme of aid and 
transfer of resources can be built just 
upon the possibility of.environmental co¬ 
operation. We shall limit ourselves to the 
traditional arguments for mutual interest 
which were basically related to (a) trade 
and supply of commodities, (b) expanding 
market for manufactures and (c) widen 
ing the scope of profitable investments. 


Mutuality of interest was in fact put 
forward as an argument for providing 
foreign aid in the I95()s and 19^, quite 
often referring to the lessons of the Mar¬ 
shall Plan on aid in post-war Europe. The 
Pearson report also highlighted the 
mutuality of interest between the in¬ 
dustrial and the developing countries. It 
was, however, the oil crisis of 1972-73 
which brought out the full implications 
of the mutual dependence between the in¬ 
dustrial north and the commodity produc¬ 
ing countries of the south. The Brandt 
Commission Report devoted itself to 
building u|i a new paradigm based on 
mutual interest (Brandt Commission 
I980|. In the area of commodities, and 
not just in the petroleum sector, it came 
to be recognised that the developing coun¬ 
tries which supplied commodities requited 
assistance to withstand the adverse effects 
of instability In the international com¬ 
modity markets, and that the industrial 
countries needed to help them to increase 
their prtxliictivity and to stabilise their ex¬ 
port earnings from commodities. To this 
was added the ptitential of the develop¬ 
ing countries as an expanding market for 
the exports of the industrial countries if 
the developing countries' export earnings 
were stabilised and if their domestic sav¬ 
ings were complemented by foreign aid to 
raise their capital formation and thereby 
enhance their rate of growth. It was also 
pointed out that if foreign aid helped to 
develop the infrastructures of the third 
world countries and promoted reasonable 
growth of their economies, there would be 
a demonstrable increa.se in the marginal 
productivity of investment in these coun¬ 
tries, so that foreign private investments 
from the industrial countries could be in¬ 
creasingly deployed there with a high rate 
of return. 

While most of these arguments were 
correct in piinciple, their applicability in 
a specific country wa.> very murh depen¬ 
dent upon the economic policies followed 
by that country. In the absence of such 
{lolicics and in a situation without any 
promise for sustained beneficial interac¬ 
tion, the industrial countries generally 
chose to reduce their dependence on the 
sourcing of commodities and raw materials 
in the developing countries and to expand 
their trading and investment activities 
within the larger group of industrial coun¬ 
tries themselves. The paradigm of mutual 
interest thus remained an unrealised 
potential and did not become a driving 
force behind the aid and development 
policy of the industrial 'countries 
(.Sengupia I980|. This docs not, however, 
mean that mutual interdependence bet¬ 
ween the industrial countries of the north 
and the developing countries of the south 
did not increase in the 1970s and 1980s. 
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The volume of trade between them ex¬ 
panded at a signiHcant rate, though much 
less than the rate at which trade among 
the industrial countries themselves was ex¬ 
panding. There was also a substantial in¬ 
crease in the Row of investment from the 
north to the south. Though there was also 
an expanding trade in commodities, the 
terms of trade for most of this period 
moved against the commodity producing 
developing countries. Interdependence in 
the sense of interactions and mutual trade 
expanded but it failed to provide any 
leverage of influence to the developing 
countries which could be used by them to 
secure increased flow of assistance from 
the industrial countries or to bring about 
a change in. their trade and development 
policies. 

In the altered context of the 1990s, 
when the developing countries are pursu¬ 
ing economic reforms and structural ad¬ 
justment, the argument of mutuality of 
interest would seem to have gained a new 
lease of life. For, if the developing coun¬ 
tries follow appropriate policies and suc¬ 
cessfully adjust their economies to achieve 
a sustained rate of growth, a partnership 
with them could be highly beneficial to 
the industrial countries. The commodity 
supplies could be stabilised through in¬ 
creases in their productivity with the 
injection of both domestic and foreign 
investment. With their large population, 
expanding growth, increased capital for¬ 
mation and an improved functioning of 
the infrastructure, their potential as 
markets for exports and profiteble outlets 
for investment from the industrial coun¬ 
tries would expand enormously. As these 
countries develop and build up their in¬ 
dustrial complementarities with the coun¬ 
tries in the north, they could become ex¬ 
tremely effective partners through joint 
ventures, through subcontracting and 
through production linkages within the 
same industry. In other words, the 
developing countries that had till recent¬ 
ly been looked upon only as markets for 
the exports of the industrial countries, 
could now be the sources of imports into 
the industrial countries, thus providing a 
large scope to the profitable operation of 
multi-national enterprises. 

Ill 

Design of Aid and Development 
Policy 

Given the objectives of aid and develop¬ 
ment policies in the altered world of the 
1990s, their effective implementation 
would depend very much on their design, 
and the way they are actually applied in 
a specific country. The elements of that 
design would of course have to be flexible 
and varied to accommodate differences in 


objective conditions in different countries, 
such as levels of development and the 
nature of the social, legal and political in¬ 
frastructure The relationship between the 
beneficiary and the donor countries, its 
history, and the perception about its 
future would also influence the framing 
and the application of these development 
policies. Nevertheless, it should be possi¬ 
ble to identify a basic structure of the 
design of such policies which the different 
donor countries would like to follow to 
help the beneficiary countries to imple¬ 
ment economic reforms, to get integrated 
into the mainstream of the world 
economy and to launch themselves on a 
sustainable path of development. 


Conditionality and Rlx iprocal 
Commitments 

The most important basis for such a 
design would have to be a credible com¬ 
mitment by the beneficiary countries to 
economic reform, to policies of structural 
adjustment, macro-economic balance and 
growth. The credibility of that commit¬ 
ment would invariably involve some con¬ 
ditionality in the soise that the beneficiary 
countries would have to accept that the 
assistance they would receive under these 
policies would depend upon their fulfill¬ 
ing the commitment. Although most of 
the bilateral assistance for development 
until now has not been linked to any 
explicit conditionality, it is high time for 
the developing countries to realise that 
without some conditionality they cannot 
expect any significant flow of assistance 
any more. There are too many conflicting 
claims on the limited savings of the in¬ 
dustrial countries, and there is very little 
leverage left with the developing countries 
for them to extract any development 
assistance without demonstrating their 
ability to use that assistance effectively 
with appropriate policies. 

There exists, by now, a vast literature on 
conditionality and also a long and varied 
experience of the operation of conditiona¬ 
lity by the IMF, the World Bank and the 
regional development institutions. (See, 
for example, Williamson 1983 or Avra- 
movic 1989.) We do not need to go into 
these issues in any great details for our 
purpose, except pointing out three aspects 
which are relevant for the formulation of 
the new development policies. First, the 
conditionalities should be related to some 
form of monitoring the fulfilment of the 
commitments by the beneficiary coun¬ 
tries, and not to the actual achievement 
of the objectives. The relationship bet¬ 
ween the policy instruments and the ob¬ 
jectives is often so tenuous and subject to 
so many exogenous uncertainties that con¬ 
ditionalities framed on outcomes of 


policies would rarely be able to monitor 
the intensity of efforts of the beneficiary 
countries. 

Secondly, the conditionalities cannot be 
used as a rationing device for development 
assistance. Harsher conditionalities do not 
mean greater effectiveness in the use of 
assistance, and so the quantum of aid 
allocated to any country cannot be decid¬ 
ed by the severity of the conditionalities 
that the country is willing to accept. The 
effectiveness of aid would depend upon 
the economic conditions of the bene¬ 
ficiary country, the level of development 
of its social and industrial infrastructure, 
and also the weights attached to the dif¬ 
ferent objectives of aid and development 
policy. If aid.is meant for improving the 
profitability of private investment or ex¬ 
panding the market of the donor coun¬ 
tries’ exports, it would probably be more 
effective in a country which already has 
a reasonably developed infrastructure or 
where aid can break the specifii; bot¬ 
tlenecks preventing the release .of the 
country’s growth potential. If, on the 
other hand, aid is meant to have a large 
impact on health, literacy or removal of 
social disparities, it may have to be chan¬ 
nelled more to the least developed 
countries. 

Since a typical developing country is a 
combination of different sectors at dif¬ 
ferent levels of development with different 
types of problems, and the aid and 
development policy has a number of ob¬ 
jectives. it is almost impossible to iden¬ 
tify. ex ante, a set of policies that would 
be sufficient to ensure the outcome of the 
desired objectives. Most of the time, the 
policies would have to be flexibly applied, 
modified and improvised in the evolving 
situation of an economy and the best that 
could be expected from the authorities is 
that they remain committed to following 
the right policies and maintain the strict 
fiscal and financial discipline that is 
necessary to avoid any waste of resources. 
Therefore, the best set of conditionalities 
for a particular country should be centred 
around a few indicators that would reflect 
the country’s adherence to those disci¬ 
plines. such as the reduction of fiscal 
deficits or control of money supply or 
financial and physical deregulation, in 
steps which are sufficiently strict 
to demonstrate the commitment of the 
authorities but which, at the same time, 
are reasonably phased out to be imple- 
mentable without disrupting the political 
system. 

The idea behind using conditionality 
mainly for monitoring the commitment of 
the policy-making authorities and not 
necessarily for monitoring the implemen¬ 
tation and outcome of an elaborate policy 
programme is quite simple, though not 
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always s«wnlly appreciated. If a coun¬ 
try’s conunitment to economic reforms 
and policy adjustments remains firm and 
Steady, there is no reason why that coun- 
tty would not implement the policies that 
would produce the desired results, unless 
the outcomes of the policies are extreme¬ 
ly uncertain or if the policies themselves 
are not feasible, reRecting in both the 
cases the inadequacy and imperfect speci¬ 
fications of the policies. It is often forgot¬ 
ten that the implementation of the right 
policies to achieve the desired objectives 
is in the interest of the countries them¬ 
selves and they would usually stick to that 
if they are perceived as appropriate, even 
though difficult, because the alternative 
state of affairs would be much more costly 
in social and political terms. It may be 
necessary for a country undertaking 
reforms to have a programme formulated 
and changed, as necessary, with the help 
of external agencies and experts after a 
full discussion. But it is not necessary to 
impose the compliance of the country to 
the programme by monitoring the details. 
If the commitment of the authorities can 
be monitored and ensured, the compliance 
to the best implementation of the pro¬ 
gramme would also be ensured. 

The prospects of compliance to the 
policy commitments of a developing 
country would improve enormously if it 
is assui^ of all the assistance required for 
implementing the reform programmes. 
This is the third aspect of conditionality 
mentioned above, which has a special 
relevance for an aid and development 
policy for the 1990s. Conditionality, 
especially for the IMF programmes where 
it has been originally applied, involves a 
form of reciprocal commitments. If a 
country undertaking a financial pro¬ 
gramme fulfils its commitments, the Fund 
IS supposed to automatically disburse the 
sum it has committed for payment. The 
Fund’s commitments are based on an 
assessmeri of the amount of external 
finance that the country would require, 
after taking into account all other sources 
of finance, to implement the programme. 
This is known as the Fund is providing the 
financial assurance to a country undertak¬ 
ing a programme, so that if the country 
fulfils the conditionality, it would be 
assured of an adequate flow of finance to 
meet the resource gap during the period 
of the programme. 

With the passage of time and global 
shonage of transferable resources, espo.ial- 
ly in the 1980s, this aspect of reciprocal 
commitments, implied in the conditionali¬ 
ty of the Fund programme, has been in¬ 
creasingly diluted. The Fund’s own 
resources have proved to be inadequate 
and, with growing arrears in its repay¬ 
ments, the Fund has been forced by its 
major sharenolders to limit drastically the 


access to its resources. A commensurate 
amount of resources has also not been 
forthcoming from other bilateral and 
private sources, in spite of the Fund's try¬ 
ing to play a catalytic role. As a result, the 
Fund’s programmes have either remained 
underfunded with unfulfilled financial 
assurances or the programmes have had 
to be unduly tightened with a .severe com¬ 
pression of expenditure leading to a con¬ 
traction of output, employment and living 
standards. 

If the objective of the aid and develop¬ 
ment policy of the 1990s is going to be 
helping the developing countries to adjust 
thnr economies through structural reform 
and integration into the mainstream of the 
world economy, the industrial countries 
must restore this reciprocal element to 
conditionality. If a developing country 
launches a programme of economic 
reforms and sustains its implementation, 
fulfilling the commitments of maintain¬ 
ing the financial and fiscal disciplines, it 
should be assured of all the financial, 
technical and structural assistance as well 
as market access and developmental sup¬ 
port which would be nece.s.sary to bring 
about a successful outcome of those 
reforms. If these assurances are not for¬ 
thcoming, the developing country cannot 
be expected to carry out the reforms and 
structural adjustment and comply to the 
stringency of financial di.scipline except 
only for a limited period. The hope that 
the success of the reforms would improve 
the country’s credit rating and eventually 
increase the inflow of private funds is so 
tenuous and uncertain that unless the 
reforms produce positive results in a very 
short period the contractionary effects of 
an adjustment programme may force the 
authorities not only to interrupt the 
reforms, but also to adopt policies of 
.short term relief that could be highly 
counter-productive in the long run. 

Markli Access 

Once a feasible programme of reform 
has been worked out and a set of mini¬ 
mum conditionality has been accepted by 
a developing country to demonstrate its 
commitment to the implementation of the 
programme, the industrial countries could 
reciprocate along the lines of new aid and 
development policies in the following 
three ways. First, they could ensure free 
access to the reforming countries’ exports 
ir their markets and provide all possible 
financial, technological or promotional 
a.ssistance to build up the capability of the 
developing country for increasing its ex¬ 
port supplies. It is important to note that 
all programmes of structural adjustment 
and market reforms of a developing coun¬ 
try imply a reallocation of resources, 
facilitating increases in export production; 


the programmes cannot be successful if 
at the same time a stable and expanding 
market for these exports is not created. 
Furthermore, such markets should be 
stable with a reasonable certainty of ac¬ 
cess and potential for growth, so that 
these sectors can attract increasing 
amounts of investment from both the 
domestic and foreign private sectors. The 
size of the market of the industrial coun¬ 
tries would be large and growing, and the 
|)olicy would be beneficial even with a 
small growth of the GNP of those 
countries. 

The ideal policy would be for the in¬ 
dustrial countries to provide completely 
free access to the exports of the reforming 
developing countries without any restric¬ 
tions or sectoral limitations. The welfare 
of the industrial countries can only in¬ 
crease as a result of granting such freedom 
of access, even if it is completely 
unilateral. Their imports will be cheaper, 
real incomes will be higher and resources 
released from industries losing out in 
competition with the developing countries 
can be absorbed in other more efficient 
industries, especially with their growing 
real income. The benefits of course would 
be larger if the markets for exports of in¬ 
dustrial countries also open up. But the 
interests of labour and capital which 
would benefit from those newly opened 
markets would not necessarily be the same 
as those who would be displaced by com¬ 
petition from the imports from the 
developing countries. If the authorities of 
the industrial countries can make the ar¬ 
rangements to accommodate the displaced 
labour and capital, there is no reason why 
the authorities should not be able to pro¬ 
vide free trade access, unilaterally, to some 
selected developing eountrie.s. In the con¬ 
text of the new aid and development 
policy for supporting countries going 
through major economic reform, the case 
for granting unilateral free trade access is 
even stronger, because the success of 
economic reforms in those countries 
would create the potential < f an expan¬ 
ding market for exports of the industrial 
countries in the immediate future. 

Providing some developing countries, 
as a quid pro quo for their economic 
reforms, free access of their exports to the 
markets ol industrial countries will not go 
against the spirit of the GATT. Although 
initially this would take the form of a 
preferential trade arrangement, these 
countries would be expected to liberalise 
their own growing market in pursuance of 
their piogrammes of economic reform. 
The existing GATT provisions allow such 
a.symmctric free trade arrangements which 
have allowed some members such as the 
Furupean Community to provide prefer¬ 
ential treatment by giving free trade ac¬ 
cess to some ‘associate’ countries in return 
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for a promise of opening the markets of 
these associates, selectively, over a period 
and differentially among sectors. Similar 
provisions can be invoked if industrial 
countries decide to extend the privileges 
of associateship to specific developing 
countries which have undertaken credible 
programmes of adjustment and reforms. 

Alternatively, the industrial countries 
may adopt the GSP route to provide 
enlarged access through special preference 
to developing countries implementing ad¬ 
justment programmes. One has however 
to be spmewhat more careful in using the 
GSP route The spirit of such a generalis¬ 
ed system of preferences, even if it is 
granted unilaterally, is that it should be 
uniform arid that it should be available to 
all developing countries. In practice, this 
principle has been flagrantly violated. 
There should therefore be little objection 
if without withdrawing GSP to any other 
developing countries, it is decided 1^ some 
industrial countries to grant free access to 
exports, by enlarging GSP, to selected 
developing countries undergoing adjust¬ 
ment. To make this policy an effective 
means of supporting the reform efforts 
without in turn introducing any market 
distortion, this enlargement of preferen¬ 
tial access should be stable, certain and 
transparent, free from quota restrictions 
and subject to simple and uniform dome¬ 
stic value addition requirement and 
should be extended universally to all ex¬ 
ports from these countries. It is important 
to emphasise this point because any at¬ 
tempt to restrict the GSP, either in terms 
of quotas or sectors of products, would 
distort the export markets of these 
developing countries and might give 
altogether wrong signals to investors in the 
segmented markets and frustrate the ob¬ 
jectives of deregulation in the economic 
reforms. Similarly, such GSP should be 
extended also to ‘Non-Tariff Barriers*, 
which have turned out to be, in recent 
times, the most harmful barriers to trade. 
The non-tariff barriers, because of the 
uncertainty of the time and the extent of 
their application, may often prove to be 
the single most important disincentive for 
investment in developing countries in their 
export sector. A GSP for NTBs can go a 
long way to remove that disincentive fur 
a reforming developing country. 

The privilege of ‘association* granted by 
the European Community to a few coun¬ 
tries also involves the Community autho¬ 
rities granting special financial, technical 
and fiscal assistance to tho.se countries to 
build up their capabilities fur becoming 
effective partners of the members of the 
Community. The same privileges can be 
extended to the reforming developing 
countries in the context of a new aid and 
development policy. The industrial coun¬ 


tries may provide all assistance necessary 
to build up the productive, technological 
and marketing capacities in different sec¬ 
tors of those countries which have the 
potential of operating efficiently in the 
international market. Concession^ tax ar¬ 
rangements can be given on investment in¬ 
comes, technical fees, or royalties on 
technologies, which may flow back to the 
industrial countries from investments in 
those developing countries. There can also 
be specific industrial R and D and market¬ 
ing co-operation between these countries 
under appropriate fiscal incentives. 

BA1.ANCE OF Payments Finance 

The second element of the reciprocal 
commitment in the new aid and develop¬ 
ment policy would be related to providing 
adequate balance of payments finance to 
meet the resource gap of a developing 
country undergoing an adjustment pro¬ 
gramme, during the period of the pro¬ 
gramme. These resource gaps arc esti¬ 
mated as a difference between the import 
and other foreign exchange payment re¬ 
quirements and export and other foreign 
exchange earnings of the country during 
this period over and above the regular in¬ 
flow on capital account. Since the import 
requirements are projected on the basis of 
growth of output and consumption as well 
as the time required for completing the 
process of adjustment, the quantum of 
the resource gap becomes dependent upon 
the targets and the design of the pro¬ 
gramme. If there is an assurance from the 
donor countries of adequate financing in 
addition to the flow of resources from 
international financial institutions, the 
programme can be so designed that the 
consumption standards are not unduly 
depressed, and that the growth of output 
and employment is maintained at a satis¬ 
factory level without unleashing infla¬ 
tionary pressures. With such a design for 
adjustment programmes, the prospects of 
its successful implementation improve by 
not only facilitating smoother adjustment 
of economic activities but also increasing 
the political acceptability of the 
consequences 

There is another aspect of such an 
assurance of adequacy of financing which 
is related to the occurrence of unforeseen 
cont '> igencics. Quite often changes in ex¬ 
ogenous factors, not taken into account 
at the time of the formulation of the pro¬ 
gramme, produce such an adverse impact 
on the economy of the adjusting countries 
as to disrupt the process of implementa¬ 
tion until new arrangements arc put in 
place If the industrial countries fulfil 
their assurance of adequate financing and 
adjust the quantum of assistance to meet 
the contingencies which are the results of 


factors beyond the control pt the policy¬ 
making authorities of the lefwming coun¬ 
tries, reform programmes can remain on 
track improving the prospeas of success¬ 
ful implementation of the programmes. 

SOCtAL EXPENOtTURE FINANCE 

The third element of the new policy 
would be related to maintaining the flow 
of external assistance required for carrying 
out the minimum expenditure on social 
and developmental inf^rastructuie and pro¬ 
viding additional safety-nets for amelioiat- 
ing the conditions of social groups 
adversely affected by the adjustment pro¬ 
grammes. It is important for the success 
of any adjustment programme, whether 
for a sustainable stabilisation or for struc¬ 
tural reforms, that investments on the 
maintenance and growth of social and 
economic infrastructure facilities be main¬ 
tained at a reasonable level. For most pro¬ 
gramme countries with an inadequate 
supply of external resources, these are the 
areas where the expenditures are usually 
cut substantially and often in an ad hoc 
manner. These involve anti-poverty pro¬ 
grammes, retraining, maintenance of 
essential food supplies, etc An assurance 
from the donor countries for providing 
resources to maintain these expenditures 
would help in avoiding such cut backs. 
Short-run adjustment measures have the 
maximum chance of success if they com¬ 
plement the long-term measures for 
development of economic, social, and 
human infrastructure 

Deveu)pment Compacts 

If there is a general agreement among 
the industrial countries about the elements 
of the new aid and development policies 
in the 1990s, as described above, there 
would remain a problem of institutionali¬ 
sation of their application. First, there 
would be the problem of how to design 
and set up the conditionality in an objec¬ 
tive manner, guided by the requirements 
of the circumstances and not by the 
political interests or the bargaining 
strength of the donor and the recipient 
countries. The simplest solution to this, 
without creating any additional institu¬ 
tional mechanism, would be to leave it to 
international ntuincial institutions to 
discuss and settle with the concerned 
developing countries. Fortunately, for this 
new approach to aid and development 
policies, most of the developing countries 
in the recent period have already entered 
into negotiations with the IMF and the 
World Bank and have subj^ed them¬ 
selves to their discipline. By 1993, it is 
estimated that almost 90 countries would 
have adopted the adjustment prr^rammes 
of the IMF. Other international agencies 
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have also been active in designing and 
supporting adjustment programmes for 
many of these countries. It should, 
therefore, not be very difficult for the in¬ 
dustrial countries to apply their new aid 
and development policies as an extremely 
important complement to the adjustment 
exercise of these international agencies, 
without trying separately to decide on 
the design of the programme and the 
conditionality. 

Even after this, however, there would 
remain a problem of finding a method by 
which the industrial countries can judge 
the adequacy of supply of resources and 
other development policies related to 
market and technological access for the 
reforming country. They also have to 
decide about the burden sharing among 
themselves of the cost of these aid and 
development policies. It is in this context 
that we may like to consider a proposal 
of ‘Development Compact’ between a 
developing country undertaking program¬ 
mes of adjustment and a group of in¬ 
dustrial countries providing necessary 
assurance to help the implementation of 
the programme (Sengupta 1991 and 
UNDP 1992; sec also Bacha 1987 and 
IMF 1985, which spell out the logic of 
reciprocal obligations). 

This notion of Development Compact 
is much more modest than other propo 
sals of ‘Development Contracts' made by 
the Norwegian minister, Stoltenberg 
[Stoltenberg 1989). The Development 
Contracts are sup|K)sed to be comprehen¬ 
sive long-term commitments by the in¬ 
dustrial countries not only for .stabilisa^ 
tion and adjustment, but also long-term 
development with a provision of interna¬ 
tional assistance to help the implementa¬ 
tion of broad development plans of the 
third world countries. Stoltenberg did not 
specify the details of his proposal for 
Development Contract, which have been, 
in some sense, provided by Gerard Adams 
when he talks about a continued dialogue 
“in the framework of a new institution, 
a Development Commission which will 
deal with the specifics of the policy, 
monitor performance and supervise the 
required revisions” ^ams 1991). Our no¬ 
tion of a Development Compact is much 
looser than a formal agreement but based 
on an understanding between the adjust¬ 
ing countries, the international financial 
in.stitution, like the Fund and the Bank 
and a group of industrial countries, it 
would be associated with an ongoing 
Fund-Bank programme with their stipu¬ 
lated methods of monitoring, supervision 
and revision. In a sense, these Develop¬ 
ment Compacts can be considered as an 
extension of the experiment of the Sup¬ 
port Croup exercises that were conducted 
by the Fund and the Bank, to help some 


of the highly indebted developing coun¬ 
tries who fell into arrears with these in¬ 
stitutions. These countries, in order to get 
out of the arrears problems, were persuad¬ 
ed to adopt extremely stringent structural 
adjustment programmes. Since the Bank 
or the Fund could not provide these coun¬ 
tries with any resources until their arreais 
were cleared, as per their Articles of 
Agreement, they organised support 
groups of donor countries who pledged 
to provide the necessary as.sistancc to these 
countries for implementing their program¬ 
mes. The Support Groups met frequently 
to examine the reports of the Bank and 
the Fund about the state of implementa¬ 
tion of the programmes, deliberated on 
adequacy of the programme design, the 
targets and the conditionality, as well as 
the success or failure of the arrear coun¬ 
tries in meeting the performance criteria. 
On the basis of these deliberations, they 
decided upon the amount of finance that 
should be provided to the country under 
programme and also the method of shar¬ 
ing the burden among themselves. 

The Support Group exercise was per¬ 
formed in an ad hoc manner and there 
was no systematic approach to an aid and 
development policy, as elaborated above, 
in place at that time. If, however, there is 
now a general agreement about the tenets 
of the new approach which we have elabo¬ 
rated, it should not be difficult to institu¬ 
tionalise the Support Group mechanism 
in the form of a Development Compact 
as we have suggested ibr a reforming 
developing country. It would not require 
the creation of a new institution, because 
for most of the developing countries there 
is already a mechanism of consortium of 
aid groups, from which a number of in¬ 
dustrial countries may be selected to form 
a Support Group when the country con¬ 
cerned agrees to adopt major adjustment 
and reform progammes. It would not take 
much time for this mechanism to come 
into full operation because it can always 
U.SC the experience of the operation of the 
Support Groups. 

IV 

Rosourrea for Aid 

The aid and development policy for the 
1990s, as discussed above, would entail 
some realignment of production activities 
in the industrial countries. But more than 
that, it would require adequate financial 
.upport to the developing countries to 
meet the resource cost of such realignment 
and adjustment of their production struc¬ 
tures. 'Die success of the policy would thus 
very much depend upon the amount of 
resources the industrial countries would 
be willing to transfer to the developing 
countries. 


Even though the development policy, 
related to trade and market access, may 
not immediately involve any net resource 
transfer to the developing countries, even¬ 
tually some funding would be necessary 
to build up the capabilities of these coun¬ 
tries to participate in the enlarged market, 
if the capital and skill formation implied 
in building up such capabilities are financ¬ 
ed by grants, it would obviously imply a 
net resource transfer. If they are financed 
by private foreign investment or commer¬ 
cial and official credit, there would be an 
immediate resource transfer followed by 
future outflows of dividends, interest and 
amortisation whose present value would 
generally exceed the amount of the im¬ 
mediate resource transfer. In many cases, 
these flows of investments and credits may 
have to be accompanied by tax exemptions 
and holidays or concessional interest, im¬ 
plying further net resource transfer. To 
this, one should add the possible use of 
structural assistance given by the autho¬ 
rities in the industrial countries to their 
domestic industries facing competition 
from the developing countries once the 
latter are granted free market access in 
accordance with the new development 
policy. Although such a.ssistance will flow 
to the domestic units of the industrial 
countries, it may be reckoned as a neces- 
saiy resource cost of following the new 
policy. 

The aid policy, a.s described in this 
paper, would of course imply a substan¬ 
tial additional re.source transfer. To the 
traditional use of development aid, we 
have added the financial flows lor meeting 
the resource gap in an adjustment pro¬ 
gramme, together with the amounts need¬ 
ed to meet the unforeseen contingencies, 
and for providing the safety net to the 
vulnerable groups affected by the pro¬ 
grammes. This might require a substan¬ 
tial amount of resource transfer, depen¬ 
ding upon the number of countries 
covered by this policy and the length of 
the programme period during which ex¬ 
port earnings and normal capital flows are 
unable to meet the demand for resources. 
If we are pleading for a nev/ aid and 
development policy in the 1990s, we 
should try to identify the potential sources 
of these addilioral transfers. 

An immediate consequence of the end 
of the (.'old War is the possibility of an 
all round reduction in military expen¬ 
diture. and the likely emergence of the 
‘peace dividend'. The Human Develop¬ 
ment Kepori of 1992 has identified the 
possibility of raising US S 1,300 billion by 
ilic year 2tX10 AD if military expenditures 
arc reduced by per cent a year during 
the 1990s. US $ 1,200 billion out of this 
would come from the industrial countries 
and another US S 279 billion would come 
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fmn the developing countries. These 
unounts are enormous, and resources of 
this Older, in addition to the existing flow 
of savings, could provide substantial op¬ 
portunities to expand the transfer of 
resources from the industrial to the 
developing countries. 

Even if such peace dividends of this 
magnitude do not materialise, at least to 
this extent, it would still be possible to 
generate a surplus of resources in the in¬ 
dustrial countries by a small increase in 
their rates of savings, which could be quite 
large compared to the amounts recently 
transferred to the developing countries. 
The Human Development Report has pre¬ 
sented the statistics about glotol economic 
disparities which show that the countries 
accounting for the poorest 60 per cent of 
the world population had a total domestic 
investment of less than IJ.S $ 300 billion 
in 1989. This was equal to 8 or 9 per cent 
of the total domestic savings of countries 
with the richest 20 per cent of the world 
population. Assuming that these rich 
countries have a rate of savings of 22 per 
cent of GNP, which is the OECD average, 
a 1 per cent increase in their savings 
transferred to the poorest countries could 
increase the latter’s rates of investment by 
more than SO per cent. 

These figures can be presented in dif¬ 
ferent ways to indicate the relative in¬ 
significance of the magnitude of aid com¬ 
pared to the total claim on resources of 
the industrial countries. The combined 
GNP of the countries with the richest 20 
per cent of the world population in 1990 
was more than US S 17,000 billion. The 
official development assistance received by 
all developing countries in 1990 was 
roughly US S 44 billion. An additional 
savings of a little more than a quarter of 
I per cent of the GNP in the richest coun¬ 
tries, if transferred to the developing coun¬ 
tries, would be more than double the aid 
flows to these countries. This would not 
seem to be at all noti-feasible. Even if 
these rich countries have a very moderate 
growth of 2.S per cent a year, they would 
have to save only around 10 per cent of 
’their incremental output to achieve this 
result. The higher the actual growth rates 
in these countries, the lower would be the 
proportion of the incremental output that 
they would need to save to mote than dou¬ 
ble their aid flows to all the developing 
countries. 

Cost ot Resouko. Transeek 

Any assessment of the cost of such 
resource transfer should he reckoned not 
by the nominal value of the resources, but 
in terms of the utility or welfare sacrific¬ 
ed by the industrial countries in effecting 
that resource transfer, it would of course 
be difficult to arrive at a universally 


agreed numerical estimate of such cost 
because of the inherent problems of speci¬ 
fying a utility or .welfare function for all 
countries. But the analytical issues involv¬ 
ed in such assessments would be brought 
out clearly, if the arguments are related 
to the utility or welfare value of the 
resources. For instance, let us assume that 
the welfare functions with respect to the 
per capita incomes of the industrial coun¬ 
tries are similar to the well-behaved utility 
functions of individual incomes; then one 
can .say that the marginal utility or welfare 
of an industrial country diminishes as the 
country’s income per capita increases. 
This would mean that the welfare value 
of the resources of a country will be fall¬ 
ing short of'ihe nominal value of those 
resources as the per capita income of the 
countries increases, and that the cost of 
resource transfer, in terms of sacrifice of 
welfare for the country, will decline as it 
becomes richer in terms of money income. 
Furthermore, if the characteristics of the 
welfare function arc similar for all in¬ 
dustrial countries, it would also mean that 
the richer a country, the lower will be the 
welfare cost of transferring a given 
amount of resources as foreign aid from 
that country. 

The Human Development Report of 
1992 has used this principle for adjusting 
the per capita GDP of richer countries in 
terms of their contribution to human 
development. Assuming that the utility of 
income reflects the well-being of the 
people defined as human development, a 
diminishing marginal utility of income for 
a country with increasing income per 
capita has been described as the ‘dimini.sh- 
ing returns for human development’. Any 
additional income may of course have 
many alternative u.scs, but it would con¬ 
tribute less and less to human develop¬ 
ment in that country as income per capita 
rises. The value of its GDP measured in 
terms of contribution to human develop¬ 
ment would then fall short of the value 
of GDP measured in con.stani-price 
dollar, as the country becomes richer with 
increase in per capita income. 

There can be several functional forms 
of the relation between utility or well¬ 
being and per capita income reflecting 
.such diminishing marginal utility. The 
Human Development Report chose a 
form following Atkinson's formulation 
which gives: 

W —!— X v' ■ *' 

I - e 

where W is the index of well-being and e 
is the elasticity of the marginal utility of 
income, which can vary between 0 and I. 
When e - 0. W - y or the index of 
well-being is equal to the per capita in¬ 
come. When c approaches I, W becomes 


log y. Within this range; the Rqwrt attach¬ 
ed discrete values to e according to a step 
function related to a threshold level of in¬ 
come, y* which it described as the pover¬ 
ty line; signifying the minimum acceptable 
level of human development. When y is 
less than y*, e is set equal to zero. When 
y is greater than y* but less than 2y*, e 
is equal to 'A. When y is greater than 2y* 
but less than 3y*, e is equal to '/), and so 
on. Accordingly, the Report estimated dif¬ 
ferent values of W for countries with dif¬ 
ferent levels of per capita income, given as: 

W = y for 0 < y i y* 

= y* 4 2 (y-y*)'^' for y* 4 y 4 2y» 
= y» 4 2(y»)'' 4 1 (y-2y*)''' 

2y* <. y ^ 3y* and so on. 

The Report has specified a minimum 
level of per capita GDP, US S 4,829 in 
terms of the purchasing power parity 
dollar of 1989, as the threshold income 
up to which there is no difference between 
the (constant) dollar value of income and 
the value in terms ot well-being or con¬ 
tribution to human development. The per 
capita GDP could then be taken as an in¬ 
dex of well-being for all countries below 
that level of income. 1'his took care of 
most of the countries of the world for 
which no adjustment was made *n their 
per capita GDP to reflect its net contribu¬ 
tion to well-being or human development. 
But for the richer countries, major adjust¬ 
ments were made according to the step 
formula mentioned above. The result of 
this exercise, as given in column 6 of Table 
1, derived from the Human Development 
Report of 1991, reveals a very substantial 
adjustment in the per capita real GDP for 
the richest (ODA) countries, needed to 
reflect their contribution to well-being in 
terms of human development in these 
countries. For example for the US, the 
adjusted real GOP was only about 2S per 
cent of the actual (PPP $ of 1989) real 
GDP; for Canada, it was 27 {ver cent; for 
Japan it was 3S per cent; for Switzerland 
it was 27 per cent; for France it was 35 
per cent; for UK it was 36 per cent; for 
Italy it was 37 per cent. 

This method of adjustment of the real 
per capita GDP of a number of the coun¬ 
tries implies that 60 to 70 per cent of their 
incomes have negligible marginal utility, 
meaning that they make very little con¬ 
tribution to the well-being of their own 
people. The extent of this adjustment ap¬ 
pears to be somewhat large, reflecting 
basically the value of the parameters of 
the transformation function, chosen 
rather arbitrarily. However, it brings out 
the essential logic of this approach which 
seems to be quite plausible as well as 
reasonable. The level of per capita GDP 
of $ 4,829, chosen as the threshold, is 
derived from a Luxemburg study of the 
levels of poverty in eleven industrial coun- 


460 


Economic and Political Weekly March 13, 1993 



iries, indicating some sort of a poverty line 
in these countries, below which the mar- 
ginal utility of income cannot be falling. 
If this threshold amount is enough to 
meet all the basic requirements of living, 
health, nutrition, shelter and education, 
an income level exceeding this amount 
could add to the total well-being of the 
population, or the utility of income, on¬ 
ly by a diminishing amount. There may 
be several alternative formulations of the 
relationship. The rate of decline of utili¬ 
ty may increase as the average per capita 
GDP increases by multiples of the 
threshold amount. It may be a discrete or 
a continuous function of the rise of in¬ 
come. The extent of the decline may be 
less in the beginning and may accelerate 
later with the distance between the actual 
and threshold level of income growing. 
But so long as there is a diminishing 
marginal utility of income, there would 
always be a portion of the total income, 
at some level of income above the 
threshold level, which could be given away 
by the.se countries at a relatively low cost 
of utility or well-being. 

If the logic of this argument is accepted, 
it should not be very difficult to divert a 
fraction of the amount, which yields 
negligible additional utility in the rich 
countries as aid to developing countries. 
Even if that amount with negligible utility 
is only 10 per cent of the incomes of the 
richest countries, fai less than the 60 to 
70 per cent of their incomes as implied in 
the adjustment functions used by the 
Human ITevelopment Report, it could be 
as high as $ 1.700 billion, assuming their 
combined GNP as S 17 trillion. If only 10 
per cent of that amount of negligible utili¬ 
ty is transferred to developing countries 
as aid, it would generate S 170 billion or 
about four times the present level of ODA. 
Whatever may be the actual values of the 
parameters of the function, so long as 
there is a functional relation between the 
welfare or utility and the per capita in¬ 
come of a country with a negative second 
derivative signifying diminishing marginal 
utility, it would not appear at all implausi¬ 
ble that at least I per cent of their income 
could in principle be transferable as aid 
to the developing countries without great 
cost to these rich countries. 

Rl-SISTANt 1 IX) Alt) 

The fact is, however, that there is a lot 
of resistance in the industrial countries to¬ 
day to any move for increasing foreign aid 
to the developing countries. This would 
.seem to contradict the spirit of the argu¬ 
ment presented above and it would be 
necessary to examine the basis of this 
resistance in order to neutrali.se it, if we 
wish to generate a large increase in the 
flow of aid. The postulation of a dimi¬ 


nishing marginal utility function for ris¬ 
ing levels of income of the richer coun¬ 
tries, especially after a threshold of in¬ 
come that meets all the basic requirements 
of living in an industrial country, would 
be intuitively accepuble to most in these 
countries. In spite of that there may be 
at least three reasons why there would still 
be such a resistance to increasing the tlow 
of aid to the developing countries. We take 
them up one by one. 

The first rea.son may be related to the 
problem of perception of well-being. The 
people in the richer countries may be 
persuaded to accept that beyond the 
threshold level of income as defined 
above, additional income makes only 
diminishing contributions to their own 
well-being, i'hat does not necessarily 
mean that a transfer of a part of that in¬ 
come to the developing countries would 
make any difference to their perceived 
well-being, unless such aid can affect some 
variables in their own well-being function. 

It can of course be argued that the well¬ 
being of a modern people is related not 
only to their own physical and cultural 
values, but also to a spirit of altruism or 
charity, a feeling of satisfaction when 
there is improvement in other peoples’ 
welfare. To this may be added the percep¬ 
tion of mutual interest, which would relate 
an improvement in the economic and 
commercial conditions as well as in the 
political and cultural environment of the 
developing countries to the improvement 
of the welfare of the people in the richer 
countries. We have talked about this 
earlier in terms of the objectives of aid 
policy. If the people in the richer coun¬ 
tries share these objectives, there would 
be some cause for transferring resources 
to the developing countries. 

The problem is that most aid program¬ 
mes are not designed to highlight the 
elements that appeal to the people's sense 
of charity and perception of mutual in- 
lercsl, nor do they convincingly demonst¬ 
rate the effectiveness of that aid to con¬ 
tribute to human development in the reci¬ 
pient countries. It foreign aid could he 
.seen as contributing to poverty alleviation 
and development of the weaker sr-tions 
on the ground, as well as to the expansion 
of market and investment opportunities, 
then a strong support could possibly be 
built up in the richer countries for foreign 
aid. Indexed, the Human Development 
Report contains indices that can be used 
to design such an aid programme in a 
transparent-enough fashion to convince 
the dor.or countries about the desirabili¬ 
ty of aid. 

The second reason for resistance to 
foreign aid in the richer countries may he 
related not just to the design of the aid 
programme but to the cotifidence of the 


aid givers about the ability of the receiv¬ 
ing cduntries to use that aid efficiently. 
A micro-level effectiveness relaledto the 
ability at the ground level to execute the 
programme is not a sufficient condition 
for the full and efricicnl utilisation of aid. 
It very much depends qpon the overall 
macro-policy framework of a country: 
whether the production possibilities are 
created in a stable environment of growth, 
without any open or repressed infla¬ 
tionary pressure. If the donor countries 
do not have any confidence about the 
economic policies of the aid receiving 
countries, it would be difficult to generate 
much public supiKiri for any noticeable 
increase in foreign aid. 

Both these rea.sons for the resistance to 
foreign aid can be effectively answered if 
the new aid and development policies for 
the IV90s, as .spelt out in this paper, are 
adopted. It may require some shift of em¬ 
phasis on one or aiiothc, of the elements 
of the policy to meet the reservations of 
any particular country. But the specifica¬ 
tions of tho.se policies aie flexible enough 
to demonstrate that the economic policies 
in the developing count rics which the 
donor countries would support are 
capable of improving the well-being of 
their people efficiently and effectively. 

Mohii isini; Aim l•■l)Nl)^ 

The third reason for resistance to aid 
is more basic and requires special treat¬ 
ment. Even if it is accepted, in terms ol 
a diminishing marginal utility of income, 
that there is a reasonable fraction of the 
total income in the rich countries which 
could be transferred to the developing 
countries at an insignificant cost to the 
total well-being of those countries, there 
may not be any meclianisin to withdraw 
those amounts from exactly those sections 
of the population in these rich countries 
foi whom the marginal utility of income 
is negligible. I his is a piohlem related to 
the distribution of income in the rich 
countries, where (leople I ave different 
levels of income and also (lossibly dif¬ 
ferent utility functions ol income. If this 
implication of distributional difference 
could be ignored, the goveinmenis of 
these counliies could jxissihly finance the 
aid flows through a uniform indirect lax, 
such as a iu.\ on gasoline or hydrocarbon 
fuel, that may also have a pronounced 
beneficial '■Keel on the welfare of 
everybody in those countries. 

A marginal incieasc in the progressive 
income las, however, could produce the 
dcsirahlc el feet. There is now a general an¬ 
tipathy against raising of or operating 
with income lax in most of these coun- 
lues. Still, if the tax payers could be per¬ 
suaded about the logic of diminishing 
marginal utility of income, and if the 
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threshold per capita income can be seen 
as adequate for meeting most of the basic 
biological and cultural needs of the 
population, then a marginal tax progress¬ 
ing with the multiples of that threshold 
income may find sufficient acceptance to 
generate a substantial amount to be dis¬ 
pensed as aid. Thus, the industrial coun¬ 
tries could incorporate in their direct tax 
system, a new line of income tax for sup¬ 
porting foreign aid so that every unit, 
whose income exceeds the minimum per 
capita income that is needed for a decent 
standard of living, would be liable to pay 
a marginal tax that would progressively 
rise with the difference between its actual 
income and the minimum threshold in¬ 
come. For example, if the threshold in¬ 
come is S SjOOO per capita and the tax unit 
is a family of four persons, it would pay 
no such tax up to an income of $ 20,000, 
and would piqr, say. Vi per cent on income 
be tw ee n $ 20,000 and $ 40,000,1 per cent 
on income bMween S 40,000 and $ 60,000 
and so on. The exact rates and slabs of 
the tax would depend upon the size of the 
units, types of exemption and the nature 
of assessing the tax liabilities in the dif¬ 
ferent countries. But the principle should 
be a transparent linkage between the ac¬ 


tual income of the tax-payer and the 
threshold income of basic needs, on the 
assumption that the marginal utility of 
income rapidly diminishes as income ex¬ 
ceeds that threshold level. 

It is also possible to work out a new 
system of international obligation for the 
richer countries to provide development 
assistance in accordance with the logic of 
this argument, and which can replace the 
so-called uniform target of 0.7 per cent 
of income for aid applicable to all coun¬ 
tries. In fact, if there is an agreement in 
favour of such an international liability 
for providing foreign aid, it can operate 
effectively in practice as an international 
tax. by specifying the liability for each 
country and leaving it to the authorities 
of the country to amend their own fiscal 
systems suitably to generate that amount 
of revenue. Otherwise, the specific obliga- 
'ions of the different countries can remain 
as commitments or targets, as they are 
now, with possibly an increased chance of 
persuading the countries to meet these 
obligations, because they would be 
demonstrably related to these countries' 
ability to pay. 

In Table I we have given the results of 
such an illustrative exercise applying it to 


the ODA countries which are a subset of 
the countries identified in the Human 
Development Report as accounting for the 
highest 20 per cent of world income. The 
exercise has been done for 1989, because 
it has used the Luxemburg figure of US 
S 4.829 per capita in terms of purchasing 
power parity as the threshold income of 
basic needs or poverty line in the in¬ 
dustrial countries. It can obviously be 
repeated for any other year with any other 
figure for threshold income, around which 
there can be an agreement. The total aid 
obligation or international tax liability for 
each of the countries has been calculated 
with the following slab rates: 

When the per capita real GDP^ y* at 0 
per cent obligation on total income 
When the per capita real GDP > y* and 
^ 2y*, at I per cent on the income slab 
When the per capita real GDP > 2y* and 
4 3y*, at 2 per cent on the income slab 
When the per capita real GDP > 3y* and 
< 4y*, and 3 per cent on the income 
slab 

and so on. The total aid obligation or tax 
liability is taken as the sum of obligations 
or taxes for each slab, and y* has been 
taken as S 4,829. 


Fabi I. I: PossiBi r. Contribution to Aim Fund, 1989 (ODA Countries Only) 
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Switzerland 

29.880 

6.5 

194.5 

18.590 

121.0 

5.051 

268.0 

1,744.6 

1.4 (.31) 

2.804.1 

134.0 

872.3 

.7 

1,402.0 

Japan 

23,810 

122.9 

2,926.6 

14,311 

1,759.1 

5.018 

141.4 

17,374.2 

1.0 (.31)28.906.5 

70.7 

8,687.1 

.5 

14,453.2 

Norway 

22,290 

4.2 

93.6 

16,838 

70.7 

5,047 
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904.7 

1.3(1.17) 

1,197.6 

107.7 
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.6 
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Finland 

22,120 

5.0 

109 7 

14.598 

72.4 

5,032 

148.2 
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1.0 (.64) 

1,113.9 

74.1 

367.6 

.5 
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Sweden 

2I,.S70 

8.3 

179.9 

14,817 

123.6 

5,036 

154.8 

1,291.0 

1.0 (.90) 

1,879.4 

77.4 

645.5 

.5 

939.7 

USA 

20,910 

247.2 

5,169.9 

20.998 

5,191.6 

5,074 

289.7 

71.636.7 

1.4 (.19) 71,336.5 

144.9 

35,818.3 

.7 

35,668.2 

Denmark 

20,4S0 

5.1 
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7Q.4 
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.5 
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(jermany 
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1,121.2 
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1.0 (.42) 15.840.5 

72.7 

5.621.3 

.5 
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Canada 

19.030 

26.3 

500.4 

18.635 

490.0 

5,051 

269.3 

7.081.8 

1.4 (.44) 

7,231.9 

134.7 

3,540.9 

.7 

3,615.9 

France 

17,820 

56.0 

997.4 

14,164 

792.8 

5,018 

138.4 

7,747.2 

1.0 (.52) 

9,746.9 

69.2 

3,873.6 

.5 

4373.4 

Austria 

17.300 

7.5 

129.6 

13.063 

97.9 

5.013 

116.4 

872.2 

.9 (.25) 

1,155.2 

58.2 

436.1 

.4 

577.6 

Belgium 

16,220 

9.9 

161.1 

13,313 

132.2 

5.014 

121.4 

1.205.6 

.9 (.45) 

1,468.8 

60.7 

602.8 

.5 

734.4 

Netherlands 

15,920 

14.7 

234.0 

13.351 

196,2 

5.014 

122.2 

1.795.4 

.9 (.93) 

2,140.9 

61.1 

897.7 

.5 

1,070.4 

Italy 

15,120 

.57.3 
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5.015 

(27.3 

7,291.5 

.9 (.32) 

8,101.7 

63.6 

3,645.8 

.5 

4,050.8 
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14,610 

56.9 

8308 

13,732 

780.9 

3,016 

129.8 

7.379.3 

.9 (.27) 

7,851.1 

64.9 

3,689.7 

:s 

3,925.6 

Australia 

I4,.360 

16.5 

237.6 

15,266 

2.2.6 

5.040 

168.2 

2.784.1 

l.l (.34) 

2,618.8 

84.1 

1,392.0 

.6 

1,309.4 

New Zealand 

12.070 

3.4 

40.5 

11.155 

37.-' 

5,002 

78.2 

262.2 

.7 (.22) 

283.8 

39.1 

I3I.I 

.4 

141.9 
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3.7 

.32.1 
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27.6 

4.932 

26.5 
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.4 (.16) 
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13.3 

48.9 

.2 

56.9 
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NtUesr. (I) Threshold income for basic needs in these countries, y*. assumed to be $ 4829 (PPP$). 

(2) Column 10 gives ihc total liability for foreign aid of the countries, at a tax rate of 0 per cent, for per capita income y^y*: at I 
per cent for y>y*, but 42 y*; at 2 per cent for v>2y* but.^3y*. and so on. 

(3) Column 14 gives the total liability for foreign aid of the countries at a tax rate of 0 per cent for y^y*. at O.S per cent for y>y* 
but ^ 2y*, at I per cent for y>2y*, bui^3y* and so on. 

(4) Bracketed figures under column 9 show the 1990 ratios of ODA to GNP lor each country. 
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The ewidse has been repeated, in col¬ 
umns II, 12, 13 and 14, with obligation 
mtesO per cent. Vi percent. I percent and 
2 per cent for the different slabs. 

Columns 9 and 13 would give the new 
targets of aid to GNP ratio for each coun¬ 
try for the two different obligation or ux 
ratio vectors (0 per cent, I per cent, 2 per 
cent, 3 per cent) and (0 per cent, O.S per 
cent, I per coit, 2 per cent), which can 
be compared to the current target of 0.7 
per cent for all countries, and the actual 
achievements in 1990. 

The exercise shows how a substantial 
amount of aid resources can be generated, 
with a moderate liability, from incomes 
above the poverty line or basic needs in 
those countries. 

Tbble 2 makes an attempt to extend this 
exercise to calculaie the possible tax liabili¬ 
ty or aid obligation of all countries with 
per capita incomes exceeding the thres¬ 
hold income so that the scheme can be 
seen as truly universal. However, the 
revenues that can be realised from the 
non-ODA countries, excluding the former 
Soviet Union, even when they are sub¬ 
jected to the higher obligation-ratio vec¬ 
tor (0 per cent, I per cent. 2 per cent. 3 
per cent), are rather small, yielding only 
an additional S 2.312 billion in 1989. It 
would seem therefore that unless the 
universality of the scheme becomes an 
essential pre-condition for adopting it fur 
generating such aid revenues, it may not 
be worthwhile to expand its scope b^nd 
the ODA countries. 


The feasibility of a scheme for gene¬ 
rating revenues or savings through such 
a tax-system does not mean that it will be 
achiev^ easily in practice. The problems 
of channelling the savings as aid would 
remain critical in the industrial countries 
even if the utility cost of these amounts 
to the tax-payers is negligible, because 
most of these countries are running high 
fiscal deficits with supply-side policies 
very much geared to reducing the level of 
taxes. Whenever a pool of resources can 
be released, there would be a demand to 
use it for reducing the level of the deficits. 

This would remain the case even when 
resources are released by a reduction of 
current expenditure, such as military 
expenditures, if the government does not 
pass on these savings or the so-called 
peace dividend to the public at large by 
reducing taxes, there would be a reduction 
in the fiscal deficits. The effect of that 
reduction on a country’s level of income 
and the amount of revenues that could be 
available with its government for possible 
transfer to the developing countries as aid 
would depend upon how the fiscal deficits 
were financed and how the economy ad¬ 
justed to the reduction of these deficits. 
If these deficits were financed mainly 
through domestic borrowing, a reduction 
in their level would increase the availabili¬ 
ty of loanable funds with the private sec¬ 
tor. and lower the domestic rates of in¬ 
terest. Whether that would lead to a rise 
in investment and domestic expenditure 
would depend upon llic phase of the busi¬ 


ness cycle—if the recession is almost 
petering out, such a reduction in the in¬ 
terest rates may trigger off an upswing in 
income and employment. If, on the other 
hand, these deficits were financed through 
foreign borrowing, a reduction in their 
levels would tend to reduce the interna¬ 
tional interest rates, which may not have 
much effect on the country’s own level of 
income, except for the usual contrac¬ 
tionary effect of expenditure reduction, 
unless the authorities reduce the domestic 
interest rates and allow the exchange rate 
to depreciate stimulating a growth in net 
exports and the level of income. Alter¬ 
natively. the government may pass on the 
savings in expenditure to the public by 
reducing taxes. If the absolute amount of 
deficits does not change much, its effects 
on foreign borrowing requirements and 
the international interest rates will not be 
significant. However, lowered taxes would 
increase the disposable income of the con¬ 
sumers leading to increased expenditure 
and a rise in the level of income. 

It would appear, therefore, that if a 
reduction in expenditure can be brought 
about in countries with fiscal deficits, the 
authorities could adjust to the situation 
without much difficulty leading to an ex¬ 
pansion of the level of income. If a coun¬ 
try’s income expands, it would allow the 
country to have the flexibility to raise 
some extra revenue that could be used as 
a source of additional aid-funds. This 
could be done if all expenditure reduction 
such as the one in the military budget is 


Table 2; Possible Contiiibutkin m Aii> Funu, 1989 (Non-OUA Counimii s) 
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.4 
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.h 
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.3 
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4.2 
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Singapore 
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27.9 
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40.4 
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151.2 

Hong Kong 
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5.8 

59.7 

15,180 

87.5 

5,0.39 

82.8 

477.4 

.s 

325.5 

Israel 
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4.5 

44.2 

10,448 

47.I 
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32.0 
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.3 

1.35 5 

Spain 

9,3.30 

39.2 

365.6 

8.723 
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4,954 

19.5 

763.0 

.2 

816.1 

Cyprus 

7,040 

.7 

4.9 
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6.5 
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22 7 

15.’ 

2 
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Barbados 
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Bahrain 

6,340 

.5 
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10.4 

Saudi Arabia 

6,020 

13.6 
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245.1 

Malta 

5,830 

.4 
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4.2 
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Libyan Arab 
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9.7 
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.1 

76.7 
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4.4 
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38.9 
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not puwd on to the lax-p^ers, and a por¬ 
tion of it is diverted to a pool for the pur¬ 
pose of t'id or if a fraction of the extra 
revenue yielded from the increase in in¬ 
come without a change in the tax-rates is 
kept aside. However, it would be much 
better to be transparent about the whole 
effort, and to raise the extra revenue for 
the purpose of aid through a marginal in¬ 
crease in income tax related to the 
multiples of the threshold income as sug¬ 
gested above Even if the entire peace divi¬ 
dend is passed on to the public, the possi¬ 
ble expansion of the level of income would 
lighten the burden of this extra tax. 

V 

Concluaion 

To sum up, and if the above line of 
arguments is accepted, the following con¬ 
clusions can be reached about aid and 
development policy in the 1990s. First, the 
ca.se for aid, even of the traditional form 
for poverty alleviation, human develop¬ 
ment and the building of infrastructure, 
will be stronger if it can be linked to 
improving the political and economic 
feasibility of implementing the program¬ 
mes of reform that most developing coun¬ 
tries have adopted in the recent period. 
These programmes aim at integrating the 
developing countries into the mainstream 
of the world economy, and accelerating 
the growth of world output, employment 
and volume of trade. Second, the con¬ 
fidence of the aid-donors in the ability of 
the aid-receiving countries to make the 
most effective use of the funds received 
by them would be increased if these pro¬ 
grammes ate implemented within a frame¬ 
work of the discipline of international 
agencies such as the IMF, the World Bank 
and other regional development banks. 
Such increased confidence or credibility 
of the efforts of the developing countries 
should facilitate an increase in the flow 
of funds to these countries, especially 
when these funds are seen as necessary for 
financing the requirements of these pro¬ 
grammes. Third, the developing countries 
which accept the rigours of the discipline 
of these programmes, related to ap¬ 
propriate conditionalities, would find it 
less difficult to do so if they are assured 
of the necessary support of the donors in 
implementing those programmes. Accor¬ 
dingly, in order to provide such assurance, 
the industrial countries must accept the 
reciprocal obligation of helping these 
developing countries through aid and 
balance of payments Finance as well as im¬ 
proved market access and flows of invest¬ 
ment and technology. 

The case for such reciprocal obligation 
has to be argued and campaigned for. and 
although it is rational in terms of increas¬ 


ing global welfare, one cannot hope that 
it will be acceiMed easily by all countries. 
For this, it will be necessary, first, to work 
out a mechanism, such as a Development 
Compact, to give a concrete shape to the 
principle of reciprocal obligation. Second, 
it should be possible, in principle, to iden¬ 
tify potential sayings in the richer coun¬ 
tries which can be diverted to the develop¬ 
ing countries as foreign aid and support 
for development at a relatively negligible 
cost, reckoned in terms of the well-being 
of the richer countries. Appropriate Fiscal 
methods for mobilising such resources can 
be worked out provided that the autho¬ 
rities in the richer countries follow com¬ 
plementary policies. It should also be 
transparent that these aid funds are used 
in areas that contribute to poverty allevia¬ 
tion and human development or in areas 
with potential for promoting mutual in¬ 
terest. The public at large in these coun¬ 
tries has to be convinced that these aid 
funds would help the developing countries 
implement their programmes with credi 
bility and efficiency. 

The exercise on resources in the last sec¬ 
tion of the paper should be seen as an 
illustration to identify potential savings in 
the richer countries. It is no more un¬ 
realistic than any attempt to set up a target 
of aid contribution for the ODA coun¬ 
tries. If there is an amount of per capita 
income of the richer countries which can 
be regarded as sufFicient to meet all the 
basic needs of food, shelter, clothing, 
health and education, then it is plausible 
to assume that when the per capita income 
of an OOA country exceeds that amount, 
its marginal contribution to that country's 
well being or utility would decline. Ob¬ 
viously, the amount by which the nominal 
value would exceed the utility value of in¬ 
come would depend upon the form of the 
utility function that has been assumed. 
According to the form given in the 
Human Development Report, this amount 
exceeds 60 per cent for most ODA coun¬ 
tries. Even if the amount were only 10 per 
cent, it would yield a large sum of money 
that the rich of the richer countries could 
spare without much lo.ss in their well¬ 
being. if only 10 per cent of that sum is 
transferred as aid to developing countries 
and 90 per cent is used for social expen¬ 
diture in industrial countries themselves, 
the aid amount can go up to four-times 
the current level. It is of course possible 
to reject the logic of this cxcrci.se by sug¬ 
gesting that the welfare functions of the 
ODA countries are such that the marginal 
contribution to welfare ol per capita in¬ 
come does not diminish at all except at 
a very high level so that there is very little 
difference between their nominal income 
and its contribution to welfare. In other 
words, they would have very little to spare 


for the developing countries without hur¬ 
ting themselves. Since nobody knows the 
actual form of the welfare functions it is 
not possible to counter this argument 
definitively. However, looking at the 
numbers it would be quite legitimate to 
assume that the ODA countries should be 
able to increase their aid without sacrific¬ 
ing much of their welfare. At least they 
should not reject the reciprocal obligation 
of the Development Compacts proposed 
in this paper on grounds of the paucity 
of resources. 
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Shelter, Women and Development 

Beating a Path towards Women's Participation 

MR«*ra Bapat 
Sh««Ia Patel 

The approach to the development of women concerned centrally with the position of women and their strategic 
interests in the "empowerment' approach which regards popular education as an important component of a strategy 
which challenges gender subordination. 

The Society for Promotion of Area Raource Centres (SPARC) has used popular education to involve women 
in creating a gender-sensitive community organisation working on the issue of shelter. 


THIS paper is based on the experience 
of community organisation work that the 
Society for Promotion of Area Resource 
Centres (SPARC) has been involved with 
since its formation in 1984. 

SPARC is a non-government organisa¬ 
tion (NGO) based in Bombay, India. 
SPARC'S founders are professionals who 
have worked in areas of social work, social 
activism, social sciences and related 
research, in order to work towards 
establishing equity and social justice they 
felt a need to set up an organisation which 
aligned as a partner rather than as a 
patron of marginalised communities and 
organisations of the poor. To fulfil its 
endeavours SPARC has set up resource 
centres in areas geographically accessible 
to the groups that need them. In such cen¬ 
tres people nnd information, interact with 
their neighbours and others in similar 
situations as themselves, develop skills and 
learn to make their own representations. 
In these resource centres management is 
gradually passed on to the communities 
that use them. 

SPARC has two partner organisations; 
Mahila Milan (MM) and National Slum 
Dwellers Federation (NSOF). MM was 
formed in 1987 initially as an organisa¬ 
tion of women who live on pavements and 
who trained themselws with the help of 
SPARC to lobby for their rights among 
which is access to secure shelter. The 
organisation has developed strategies to 
ensure that the women are supported by 
the entire community of which they are 
a part. Women are encouraged to work 
not only within their own community but 
also with women from other communities 
to help them to take on similar initiatives, 
in the process they gather strength as the 
membership of their collective grows. 

NSDF had been in existence for several 
years prior to becoming a partner of 
SPARC and had worked sporadically on 
issues concerning slum dwellers. After 
SPARC conduct^ in 1985 an enumera¬ 
tion of pavement dwellers living in a 
central ward of Bombay. NSDF was 
drawn to the methodology of using the 


creation of an information base for 
mobilising people and began to interact 
with SPARC. NSDF has member federa¬ 
tions in Bombay and in other cities in 
India.' 

SPARC began its work with women 
from families living in hovels on 
pavements in Bombay. The reason for 
choosing this group with which to start 
its work was that it saw pavement dwellers 
as the most deprived and isolated among 
the urban poor and those who have least 
organisational and political skills. Women 
among-them, as compared to women 
from poor households, ate greater suf¬ 
ferers in the struggle for survival because 
of their added vulnerability arising from 
the ever pte.sent threat of demolition of 
their dwellings. By starting with the most 
vulnerable; SRARC believes it addresses the 
challenge of developing an alternative that 
is relevant in the context of the worst-off; 
if it proves relevant to the most marginalis¬ 
ed it can be adapted for the less deprived 
because of its buih-in flexibility. 

When SPARC began its work, the 
organisation had a philosophy of work 
but did not have a set course of action or 
a methodology. As its involvement in its 
work grew, it formulated its approach 
almost.intuitively. The outcome so far of 
this work has perhaps little to show in 
terms of concrete re.sults or gains, but the 
process it has set in motion, we believe, 
attempts to contribute towards changing 
the marginalised position of disadvantaged 
groups and in particular of women. 

i 

Reviewing Approaehea to Wumen'o 
l>ev«>lupment 

The experience of SPARC’s work needs 
to be viewed against the background of 
approaches used for achieving women's 
development and strategies adopted for 
countering their subordination, especially 
since 1975 when the United Nations 
decade for women began.- 


'1'hc almost uniform conclusion of the 
International Women's Decade research is 
that with a few exceptions, relative access 
to economic resources, incomes, and 
employment has worsened, their burdens 
of work have increased, and their relative 
and even absolute health nutritional and 
educational status has declined.' - 
What is significant is that this decline in 
women’s situation has occurred in spite of 
all the information, publicity and 
pressures surrounding women in the last 
two decades or so. 

Policy approaches that have been suc¬ 
cessively adopted in an attempt to change 
woman’s status have been described^ as 
welfare, equity, anti-poverty, efficiency 
and empowerment, l^ch approach was 
born out of an understanding at that time 
of women's role in development. These 
approaches have been operationalised not 
singly but in combination. Most of these 
approaches, however, have failed to ad¬ 
dress the fundamental problems that 
women suffer from. 

in order to analyse why women's status 
has altered little a distinction needs to be 
made between the 'condition' and ‘posi¬ 
tion’ of women.' A woman’s condition 
means the material state that she finds 
herself in (e g. poverty, lack of education, 
burden of work, lack of access to credit 
or technology, etc). Her ‘position’ means 
her social and economic sunding relative 
to men. 

The condition of women is the subject of 
much of development literal urc on women 
and a major pan of developmeni concerns 
centres on finding ways of improving 
women's condition by targeting amelio¬ 
rative resources to them rather than by 
radically changing underlying structures. 
The emphasis on women's condition has 
two consequences. Firstly, there has been 
a tendency to emphasise women’s practical 
and day-to-day needs—giving greater ac¬ 
cess to credit, special training schemes, etc 
Secondly, the approach makes it difficult 
for structural issues concerning women’s 
position to he raised. It inhibits posing the 
question of whether women's condition is 
related to their structural position, and/or 
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whether any serious and sustainable im¬ 
provement in their condition is possible 
without structural changes. As a result 
while women's needs as mothers, pro¬ 
ducers, etc, are highlighted, their interests 
as women are not." 

When dtscussing women’s needs it is 
essential to differentiate between “the 
needs of women as occupiers of particular 
social roles and interests of women as a 
social category with unequal access to 
socially valued resources (both economic 
and social) and political power”.^ This 
differentiation has been further developed 
as practical needs and strategic interests." 
i-xamples ut practical gender needs to 
derive from the necessity of fulfilling par¬ 
ticular roles allocated to them by the divi¬ 
sion of labour: e g, care of children, 
maintenance of the house, care of the 
elderly, servicing of family and com¬ 
munity. .. Strategic gender interests arise 
from women's growing recognition that 
the age-old structures ot'male dominance 
and privileges are not sacro.sanct. bui 
\<K'ial impositions and as such amenable 
to change.* 

The approach to the development of 
women that is concerned centrally with 
the position of women and her strategic 
interests is the ‘empowerment’ approach. 
Strategic interests are denned on the basis 
of an analysis of gender subordination 
and a formulation of a vision of alter¬ 
native gender relations. 

It is ctear that if women are to attain 
justice in .society it is necessary that 
the structures of subordination are 
transformed—i e, changes in laws, civil 
codes, property rights, labour codes, 
social and legal institutions that under¬ 
write male control and privileges. The em¬ 
powerment approach, however, recognises 
the limitations of top-down government 
efforts to meet strategic gender interests, 
(ivrn when these strategies arc adopted, 
in order to implement them, sustained ef¬ 
forts in the form of political mobilisation, 
consciousness raising and popular educa¬ 
tion are required. The empowerment ap¬ 
proach secs the importance of using prac¬ 
tical gender needs as the basis on which 
to build a secure .support base and a 
means through which more strategic 
interests may be reached. 

I’opuiar education is regarded by 
adherents of the empowerment approach 
as an important component of a strategy 
that challenges gender subordination, 
("opular education "is concerned with 
developing critical consciousness amongst 
the marginalised groups, with strengthen¬ 
ing behaviours and attitudes which lead 
to more confident and assertive practices 
and to formulating strategies .o contribute 
to the changing ot their marginalised 
position’’.'" 


The approach develops from the needs 
and aspirations of the marginalised 
groups and leads to the self-discovery 
among the people of their own capacities 
to analyse, challenge and transform their 
own reality. 

II 

Why Fucuti on Women Pavement 
Dwellera 

in the work done by SPARC, as now 
seen with hindsight, the element of 
popular education which attempts to ad¬ 
dress the situation of women’s subordina¬ 
tion, evolved as a critical component. The 
group arrived at its methodology of work 
not from studying any manuals or hand¬ 
books on the subject, but from their com¬ 
mitment to take as the starting point needs 
and aspirations of marginalised groups as 
defined by the groups themselves; the 
workers in SPARC have been acutely con¬ 
scious of not imposing their own values, 
attitudes and ideas on the people and 
communities with whom they work. 

The focus on women pavemcni 
dwellers" arose from the experience of 
some of the individual members of 
SPARC of earlier work with such com¬ 
munities. It had shown them clearly that 
these women, on the one hand, have to 
face an extremely hostile and difficult 
situation, but on the other, are a key to 
the survival of their families and com¬ 
munities. They not only nurture and 
create the physical and psychological 
space for fulfilling family needs but also 
create the community’s survival .system 
based on mutual support which is so 
essential for getting by in a highly com¬ 
petitive and alienating environment of the 
city. They manage resources in such a way 
as to ensure their conservation and 
equitable distribution. And yet, their con¬ 
tribution to the building, consolidation 
and development of their settlements 
remains unacknowledged. Women do not 
give any credit to themselves for their own 
contribution either. They arc never con¬ 
sulted in formulating interventions (by 
NGOs or government agencies). In order 
to address the needs and aspirations of 
marginalised groups, however, those who 
face crises and devise survival strategies 
(i e, x^omen) must play a central role in 
decision-making, in designing strategies 
and implementing them. Hence SPARC 
focuses on women. This is a means of 
acknowledging existing processes and 
building upon them. 

Right from the start in SPARC’s work, 
therefore, central participation of women 
is a critical component of a gender- 
sensitive community organisation. It at¬ 
tempts to achieve this by facilitating the 


renegotiating by men and women of ida- 
tionships within their families, com¬ 
munities, federations in an effort to 
achieve the goal of equity. 

Ill 

Keof^ganisation of Communitiefi 
and Gender Sensitivity 

CHANCitNG StLi -iMACib Ot WOMBN 

The reorganisation of groups in order 
to be gender sensitive must occur in large 
enough numbers of communities to pro¬ 
vide the environment in which new rela¬ 
tionships can not only sustain themselves 
but also get reproduced. Popular educa¬ 
tion becomes a critical tool to create the 
new environment. By starting popular 
education with women, it is ensured that 
both women themselves and communities 
constantly acknowledge women’s central 
role in the process of change. 

In the popular education programme, 
as the first step towards self-discovery by 
women, SPARC initiates individual intro¬ 
spection by women into their past. Star¬ 
ting from childhood, women are en¬ 
couraged to share their experiences. This 
narration includes events, views, feelings, 
opinions and much reflection. Th\. listen- 
ner (catalyst) is not a passive audience, but 
demands accountability from the speaker 
to ensure that self-promoted myths do not 
creep in. 

It is not that the women do not talk 
about their lives or know about each 
other’s histories. What is different in this 
new narration is the value that is ascrib¬ 
ed to that experience. It no longer remains 
an isolated, individual experience- instead 
it is linked to critical milestones in the 
history of the settlement. This en-sures that 
in future women's role and contribution 
to making decisions on issues that affect 
the settlement/community can no longer 
be marginaii.sed. This introspection 
enables women to sec themselves as agents 
of change. It reveals to them that this 
experience is a process of their own crea¬ 
tion and worthy of becoming a reference 
point in subsequent discussions. 

The next step in the process of self- 
discovery is to move from individual 
stories to group histories. Small groups of 
women are assisted to discuss collectively 
their experiences and issues related to 
themselves. When women know about 
each other’s life histories, it is easier to 
refer to individual incidents in group 
meetings and discussions. In such discus¬ 
sions, the rule of the catalyst is to help 
women form a collective experience and 
then build on it. 

In subsequent discussions women as 
well as men participate. At this point the 
catalyst supports men to narrate the 
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pmeption of their life history and then 
integrate it with women's experience in 
order to build the history of the settie- 
ment. From this point onwards any dis¬ 
cussion on the past experience refers to 
what women and men have contributed 
to the settlement/community history. This 
is one of the most difFicult stages and 
marks a watershed in the process. 

In this process of reorganising the com¬ 
munity’s history there is an ongoing 
debate which discusses who in the com¬ 
munity will spearhead the process of 
change. There is an agreement that it 
should be those who build and con¬ 
solidate the settlement, face crises and 
solve problems. Invariably on these 
criteria women are endorsed to work as 
agents of change. The process is difficult 
and long drawn because it challenges 
existing leadership patterns and upsets 
existing power equations within the com¬ 
munity. Women generally avoid confron¬ 
tation over this matter. They cajole, con¬ 
nive and even manoeuvre situations to 
gradually develop a working relationship 
with men in the community. The catalyst 
helps by providing the women space to use 
their new-found knowledge to facilitate 
changes in their community equations in 
a manner and at a pace that they can cope 
with and make u.se of. In such an environ¬ 
ment, the women that SPARC has worked 
with have clearly displayed that they have 
a desire to play crucial rofes in decision¬ 
making. They have demonstrated that it 
is possible to develop strategies to set in 
motion a process leading to the transfor¬ 
mation of their situation of subordination 
within their families and communities. 

This experience is significant in itself 
and especially when viewed against the 
recognition by the international women’s 
movement that there has been little 
success in finding ways of effectively 
challenging gender subordination. An im¬ 
portant reason identified'^ for this is the 
perceived lack of acceptable alternatives 
which do not entail intolerably high costs. 
The experience of oppression and subor¬ 
dination that women may suffer is 
mediated by experiences which may lead 
many women to conclude that their situa¬ 
tion cannot be changed or that attemp¬ 
ting to change it wJI worsen their existing 
situation which they have learnt to cope 
with. This belief may not only deter 
women from taking action to change their 
situation but may even lead certain 
categories of women to support the struc¬ 
tures and institutions of male domination. 
In SPARC’s work, the transformation of 
women’s situation of subordination is 
linked to improved life for the entire com¬ 
munity and therefore it is accepted by men 
and the community as a whole. 

The scope provided in the approach 
devised by SPARC to transcend women’s 


anxiety about the cost of chalknging their 
existing situation has proved to be a 
crucial feature. After the alliance with 
MM was initiated, men and women whose 
roles were reorganised through this pro¬ 
cess began to participate as partners with 
SPARC. NSDF are more effective in this 
process since they demonstrate to the 
communities the benefits of this rear¬ 
rangement; and when men discuss this 
transformation it is even mote effective. 
This is the point after which SPARC no 
longer plays the role, of a catalyst, but 
hands it over to members of MM and 
NSDF. They reproduce the process that 
they have been through with other com¬ 
munities that join the federation. 

ESIABLISHtNU COLI.ECTIVE LEAUERSIIIP 

A critical part of the popular education 
strategy devised by SPARC is the up¬ 
grading of information levels of ail 
members of communities. This is essen¬ 
tial for facilitating their participation in 
the process of mobilisation and for 
establishing collective decision-making. It 
is also crucial for enabling the com¬ 
munities to demand accountability from 
the collective leadership. Building people’s 
ca[»bilities to introspect, systematise their 
knowledge and use it to advance their col¬ 
lective cause is central to community 
organisation initiated by SPARC. This is 
contrary to the traditional pattern of com¬ 
munity structures, especially in poorer set¬ 
tlements, in which leaders ate often 
brokers of (political) patronage. They 
prop up their own position as leaders by 
exploiting their access to information or 
knowledge (of the working of government 
agencies, banks, welfare schemes, etc). 
They thrive in a situation where people in 
the community do not have the exposure 
to the working of such institutions and 
therefore lack the confidence to seek 
information themselves. The community 
leaders use this situation for obtaining 
gains for themselves. They are, therefore, 
not interested in changing this situation 
by building people’s capabilities to take on 
such tasks, in the popular education and 
community organisation .strategy devised 
by SPARC, these traditional leaders -sual- 
ly get sidelined and replaced by a res'pon- 
sive collective leadership. 


IV 

Popular Eduratiun Uaing ^raliun 
of Shelter 

Women living on pavements express as 
their first priority the need for secure 
shelter, mainly for the sake of their 
children. Owing to this consideration 
SPARC evolved its popular education pro¬ 
gramme around the question of shelter. 


Shelter is the most critical question for 
pavement dwellers. Their lives are fraught 
with an acute sense of insecurity arising 
from repeated demolitions by authorities 
of their shelter and consequent loss of 
belongings. Demolitions rarely achieve the 
objective of clearing pavements as their 
residents almost always manage to return 
to the same location and erect their shelter 
all over again. Demolitions, however, not 
only deplete the meagre asset base of these 
families but also torment and terrorise 
them. They ate made to feel powerless and 
begin to regard their .situation as hopeless. 
Apathy sets in as a result. The trauma, 
anguish and rage felt on account of 
demolitions gives way to passive accep¬ 
tance of the situation. The psychological 
damage caused by demolitions is severe 
and difficult to remedy. The feeling of 
apathy and powerlessncss incapacitate 
people and make them incapable of par¬ 
ticipating in efforts aimed at changing 
their situation. This is even more true for 
women in such groups. This poses a big 
challenge for devising strategies that will 
change this siiu.^tion of inaction. In this 
environment, identifying shelter as a focal 
point of intervention and women as 
agents of change is a strategic choice made 
by SPARC. 

In. mid-l98S SPARC conducted an 
enumeration of pavement dwellers (a peo¬ 
ple’s census)." it revealed that nearly 
6,0(X) families (27,000 people) lived on 
pavements in just one district (ward) and 
four arterial roads in Bombay. The 
enumeration was conducted as much as 
a strategy to mobilise the people as to 
generate information about thenr (which 
was scanty) in order to cieate public 
opinion against mass demolitions and to 
deter the local authority from taking such 
a drastic action.'^ The objective was to 
bring into focus the reality that a problem 
of such a magnitude and complexity could 
not be solved by demolishing huts and 
evicting the people. 

Tension and anxiety mounted as the day 
after which demolitions were expected to 
begin drew closer, lb pavement dwellers’ 
and their supporters’ relief, however, mass 
demolitions did not CKCur. (This was as 
much due to intensive work of mobilis¬ 
ing of pavement dwellers done by various 
organisations as of a play of diverse forces 
in the local politics.) But the event brought 
home to pavement dwellers the stark 
reality of the extent of their vulnerability. 
Women began to ask how long they would 
go on accepting such a precarious 
existence and whether their children’s 
children too would be born on pavements. 
Not only was their sitAiation dc.sperate— 
the poverty, hand-to-mouth existence, 
isolation and hopelessness—but dif¬ 
ficulties seemed insurmountable and no 
solution was in sight. 
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The immineni Ihrcai of demolilions 
provided the critical historical moineni for 
building an alliance between SPARC and 
pavement dwellers. SPARC felt that the 
apathy of pavement dwellers could be 
turned into a positive force galvanising the 
people into action provided they: 

(1) Developed a vision of an alternative: 
The people needed to develop an alter¬ 
native. working towards which would pro¬ 
vide the motivation to shed apathy and 
take action. 

(2) Conducted .organised action: A large 
enough number of people needed to 
believe that a change was possible. 

(3) Built stamina and capacity for sus¬ 
tained action: They needed to develop 
stamina and capacity for a long drawn- 
out process of negotiations and lobbying 
to legitimise and institutionalise the 
change they desired and demanded. 

The impending threat of mass demoli¬ 
tions and acute anxiety caused by it pro¬ 
vided the impetus to focus on the ques¬ 
tion of shelter. The enumeration of pave¬ 
ment dwellers and subsequent discussions 
with the people on its findings had created 
the bKkground for conducting a training 
programme*’ which explored pos.sible 
ways of changing the prevailing situation. 

Essential features of this training can 
be described as: 

1 (A) To organise, along with the com¬ 
munity concerned and its leadership, 
existing knowledge, information and prac¬ 
tice that the people have used in working 
out their present shelter strategies. 

(B) lb examine them in order to under¬ 
stand the circumstances in which the 
strategies have evolved and to analyse their 
advantages and drawbacks. 

2 (A) lb identify areas where changes 
are ne^ed and to articulate why these 
changes are essential. 

(B) lb identify various actors involved. 
Other than the community itself, in bring¬ 
ing about the change in order to identify 
the required skills and resources, and who 
can contribute them. 

(Q lb devel(H> the required skills within 
the community to undertake the process 
that aims at achieving the desired change 

3 Having developed this understanding, 
the next phase is to develop skills to ar¬ 
ticulate the alternative to people within 
the community, to other communities 
who are in a similar situation and to 
outsiders (professionals, citizenry and 
Government officials). 

Integral to this training is sustained 
community mobilisation that is essential 
for carrying on the action through a long 
drawn process before the alternative can 
be achieved. Therefore, this training pro¬ 
cess ensures an an outcome (i) a clear-cut 
understanding of aspirations, (ii) a state¬ 
ment on how the community proposes to 
achieve them, and (iii) developing of in¬ 


sights into internal and external factors 
that will lead to achieving the alternative, 
(iv) recognition of the fact that most 
critical problems of the poor cannot be 
resolved without structural changes. The 
outcome of this training programme 
becomes the foundation for community 
action. 

The decision to treat this training pro¬ 
cess as an educational component of com¬ 
munity mobilisation was somewhat in¬ 
tuitive. On hindsight, its rationale can be 
described thus: In order to enable poor 
communities, especially women among 
them, to work with SPARC as partners in 
building an alternative, a reorganisation 
of the communities’ way of functioning 
must form an essential feature of this pro¬ 
cess. A sustainable change is not possible 
without such a reorganisation. Develop¬ 
ing specific skills through training cannot 
ensure their use leading to equity and 
justice even within these communities if 
their traditional structures are not 
reorganised. 

A critical part of the training is to 
upgrade information level of the entire 
community, for without this ail its 
members are not in a position to par¬ 
ticipate in the mobilisation process. 
Community members (and not SPARC) 
then develop criteria for selecting leaders. 
This ensures that the leaders are accoun¬ 
table to the community. Members of 
SPARC discu.ss, argue and negotiate with 
the people each other’s ideas regarding 
leadership and the final concept emerges 
out of a consensus. Creating processes 
which allow for negotiations to occur in 
order to arrive at a consensus is as much 
part of the training methodology as 
building actual skills.'* 

Group discussion is the mechanism 
used for arriving at a consensus. The en¬ 
tire community (i e, men and women) par¬ 
ticipates in these discussions. 

In the process of transformation, the 
twin factors of women’s central participa¬ 
tion and collective dwision-making once 
endorsed by the community become the 
most important aspect of the organisation 
process. Some groups and individuals in 
the community (e g, the traditional male 
leaders) may continue to deride these 
features. Rather than exclude the tradi¬ 
tional leaders for their derogatory 
beha iour, the process of debate and 
discussion challenges their views until an 
internal consensus is reached. Once, 
women’s participation in creating alter¬ 
native shelter emerges this in itself creates 
the basis for a collective leadership. 


Shelter Traininf; Prog^mme 

In order to understand the shelter train¬ 
ing programme in practice, it is useful to 
describe the first cycle qf this training that 


SPARC and women pavement dwellers 
developed in 1986-87. in the specific case 
of pavement dwellers, public meetings 
were arranged in order to discuss impen¬ 
ding demolitions and work out strategies 
to avert them/deal with them. Women’s 
participation, in case such an eventuality 
occurred, was linked to the 'need’ rather 
than to a ‘right’, by emphasising that the 
question of shelter concerned women the 
most since it was they who made a pave¬ 
ment dwelling (or any dwelling) a home 
huriher, a crisis such as a demolition was 
faced generally by women since men are 
at work when it occurred. After a series 
of meetings it was accepted (by men) that 
women would spearhead the training pro¬ 
gramme. This position was publicly 
ratified. The key role given to women put 
women in a position of responsibility 
which they were willing to shoulder. Any 
fears, anxieties and doubts that this 
responsibility created among women were 
openly discussed so that they did not act 
as deterrents to their participation. The 
group took the responsibility of coping 
with the work collectively. 

The first training programme was con¬ 
ducted for 600 women participants. 
Besides, men also participated sporadical¬ 
ly. It wa.s undertaken in an atmosphere 
that was conducive and congenial to par¬ 
ticipation by women and the community. 
Days, timings and agenda of meetings 
were flexible and organised by the women 
participants. 

Members of SPARC made sure that all 
critical is.sucs were discussed, however, dif¬ 
ficult some of them were. They were dealt 
with by the community in a manner and 
at a pace that they could handle. The in¬ 
formal atmosphere in which the training 
took place made women feel at ease. The 
training u.sed language, form and manner 
that made sure that the participants were 
not intimidated. They were, in fact, put 
in a position of advantage because the 
discussion began from a narration of their 
experience. 

A number of questions were discussed 
in the training programme. For example, 
since the demolition of dwellings was a 
major concern for pavement dwellers, a 
detailed discussion bn this problem was 
included in the training. During these 
discussions women made analytical obser¬ 
vations on a number of issues related to 
demolitions (i e, which settionents had to 
face demolition squads mote frequently 
than others, why it was necessary to build 
huts using materials that could be 
dismantled quickly and costs involi^ in 
maintaining such structures, the loss of 
belongings, including food and stored 
grains, confiscated during demolitions 
and consequent hardships suffered by 
them, violence during demolitions, etc). 
Attention of the participants was then 
drawn to the distinction between demoli- 
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lion (i e. desiniction of dwellings) and 
eviction (i e, preventing people from oc¬ 
cupying the pavement). This distinction 
helped them to difTerentiate between their 
inability to save their homes and their 
strength in resisting from being evicted 
altogether from the pavement. The group 
then listed all the actors involved in the 
drama. This led to an exploration of 
possible alternative responses to impen¬ 
ding demolitions. 

It became clear in these discussions that 
these families did not wish to reside on 
pavements. To attain secure shelter they 
were willing to move to alternative sites 
in the city which met certain minimum re¬ 
quirements. Until this alternative became 
a reality, which the participants recognised 
would be a very long process, it was essen¬ 
tial to devise ways of minimising the 
psychological and economic damage caus¬ 
ed by demolition of shelter. Several steps 
were planned to deal with such an even¬ 
tuality (and subsequently executed). 

Some of them were: 

Women delegates visited the municipal 
ward office and the local police station, 
and demanded and obtained clear infor¬ 
mation on the stipulated procedure to be 
followed during demolitions. It became 
clear to them, for example, that the 
presence of the police was as much to pro¬ 
tect the people as to effect violence-free 
demolitions. This information was passed 
on to all members of (he community to 
be made use of when required. 

A 'battle plan’ was drawn up to face 
demolitions collectively with residents of 
neighbouring settlements coming to assist 
(e g, in dismantling huts in order to save 
the ignominy and indignity of the hack¬ 
ing of dwellings by the demolition squad, 
providing food to the affected families on 
the day their homes arc demolished). This 
plan is now routinely practi.sed when fac¬ 
ing demolitions. This has helped break the 
feeling of isolation and create a feeling of 
solidarity .^mong pavement dwellers. 

The next stage was to develop an alter¬ 
native for the question of shelter. The 
crucial issue here related to the question 
of availability of land, nivement and slum 
dwellers have repeatedly been told by the 
local and housing authorities that there 
is no land available in Bombay where they 
can be accommodated. This myth had to 
be broken and in order to do that vacant 
stretches of land were located (on the 
Development Plan of the city, from infor¬ 
mation received from slum dwellers living 
in other areas, from professionals in the 
relevant departments of the state govern¬ 
ment). Visits were arranged to inspect 
these sites. The training programme in¬ 
cluded the gathering of information, 
checking out its validity and arranging 
visits so that each member of the com¬ 


munity saw the vacant land. For many, 
especially women, this was their First visit 
to another area of the city, using public 
transport. The site visits provided an op¬ 
portunity for the people to interact with 
other communities and this strengthened 
the basis of networking. 

Having established that vacant land 
exists in Bombay, the next complex ques¬ 
tion that needed to be thrashed out was 
why it was not officially available to the 
poor. This discussion illustrates how 
people began to grasp that their depriva¬ 
tion was a result of a number of external 
forces. It made them aware of the magni¬ 
tude of change that is required to lulfil 
their aspiration of secure shelter. 

By now people felt comfortable bring 
part of large groups. However, it became 
unwieldy and unrealistic for everyone to 
participate in everything. Not everyone 
had the time or the capability for doing 
various concrete tasks that needed to be 
done. By this time a stage had been 
reached when some of the participants 
had shown qualities of prime movers and 
leaders. 

The group in turn was, by now. seek¬ 
ing representatives for doing future work 
and a process of identifying collective 
leadership began. Essentially leaders were 
to be those who could share, nurture, sup¬ 
port and assist, those who sought to do 
the work rather than wield power, those 
who wished to contribute their efforts and 
found time to do what needed to be done 

From every IS houses one woman was 
chosen to assume the responsibility of car¬ 
rying out concrete tasks. Such represen¬ 
tatives together formed area committees. 
They had to conduct regular meetings 
with members of the IS houses and be a 
link for communication between them 
and between this group and the rest of thc 
community. This is a mechanism that is 
used even today by which every person in 
the community is kept informed and 
which ensures that the communication 
chain is maintained. 

The women chosen to be members of 
area committees had to acquire various 
skills and play specific roles. They were 
required to learn to involve everyone and 
also facilitate collective decision-making. 
They received support and feedback on 
their work from SI’ARC and members of 
the community. These women represen 
taiives, because of their communication 
skills, subsequently became trainers in 
other communiiic.s. 

In order to collect basic information 
which was necessary for planning their 
alternative settlement each cluster had to 
do a .simple exercise of counting the exact 
number of families that lived there. Since 
they had never been involved in such a 
task before, the exercise was imp6rtant for 


undertaking the gathering of statistical in¬ 
formation about themselves and using it 
with cotiFidence in discussions to support 
their arguments. Besides, SPARC's ex¬ 
perience had showed that an enumeration 
can be used as a powerful tool for mobilis¬ 
ing people. For these reasons, it was 
decided that area committee members 
would perform this task for their in¬ 
dividual groups of 15 houses (although in¬ 
formation about each cluster existed in the 
census of pavement dwellers conducted 
earlier by SPARC). 

This exercise was a watershed in the 
training programme. Ah anomaly sur¬ 
faced in that the number of .structures 
(huts) did not match the number of 
families that lived in the cluster (because 


Tabi I. I: Maiiii a Mil an Housini, Unii — 
Bank Savincs 


Areas 

Number 
of Ac 
count 
Holdcis 

Amount 
in Bank 
(Started 
1986) 
(Rs) 

Amount 
' in 

ItDFC* 

(Started 

1991) 

(Rs) 

Apna 

99 

71.542 

6,450 

Water Street 

85 

75,249 

16,100 

Tank Pakadi 

23 

7.101 

500 

Dimdimkar 

Road 

53 

49.516 

11,800 

Peer Khan 

33 

36,575 

9,560 

Sophia 

Zubaii 

41 

8.158 

41,860 

Shanli Nagar 

41 

12,118 

57,560 

Jula Maidaii 

45 

27,519 

18,690 

Dockyard 

Road 

19 

1,570 

38,150 

P D Mello 
Road 

117 

12,864 

47,5a) 

Total 

556 

3,02,212 

2,48,170 


Iblal amount : Ks S,(>3..^H2 


•Statement covered period till March 3, 1992. 
• Housing Development l■■|Ilanoe C'tirpoiaiioii— 
a private financing agency. 


1 Mil 1 2. Mamma Mil AN -Hi.)*-* Dipiisiia 


Dale 

Amount (Ks) 

|S.09.I‘)9() 

5,150 

3.04.1991 

2fK) 

S.04.I99I 

2IX) 

10.04 1991 

160 

23.05.1991 

150 

3.07.|9«JI 

12.990 

31(P 1991 

no 

21.08.1991 

8.920 

9.09.1991 

30 

16 10.1991 

13.640 

23 to )99l 

560 

6.11.1991 

12,320 

14.11 1991 

14,700 

27.11 1991 

12,410 

total 

92..540 


N umbel of account holders: S34. 
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of renting out of part of huts, huts being 
used for conducting income earning ac¬ 
tivities. vested interests attempting to 
claim more space, stronger families try¬ 
ing to outdo weaker ones and so on). 
There was tension that had to be resolved. 
Enumeration was conducted in each 
cluster several times until the findings 
satisfied a majority and a consensus was 
reached. The whole process contributed 
significantly to group-building. 

For women the enumeration exercise 
was the first.major concrete task that they 
did collectively. This gave them a sense o( 
accomplishment and boosted their con¬ 
fidence. They got insights into the com¬ 
munity dynamics and began to under¬ 
stand processes by which area committee 
members could be co-opted by outsiders 
or community members. The process 
made them aware of the need to set 
carefully norms for space allocation so 
that needs of every member of the com¬ 
munity could be fulfilled. They developed 
a team spirit which formed a basis for a 
collective leadership in place of traditional 
leaders. 

The next step in the training was to 
design the dwelling and settlement. While 
women dreamt of the kind of houses they 
would want to live in. they were realistic 
about their means and resources, and 
needs of the community. They analysed 
the existing allocation of space for various 
functions in their dwellings. This helped 
to identify family space against collec¬ 
tive/community space The importance 
of sharing space and amenities was 
discussed. 

On the basis of this analysis re¬ 
quirements of individual dwellings were 
worked out. They were discussed with 
professionals. Women defended their 
choices/dccisions. Architects/engineers 
explained the importance of natural light 
and proper ventilation, and space 
management. They discu.s.sed the impor¬ 
tance of developing a prototype. The 
presence of SPARC at these meetings en¬ 
sured that the professionals were inform¬ 
ed and sympathetic, they were neither 
overbearing nor romantic about people’s 
participation, and that there was frank 
dialogue. After a series of meetings 
designs of dwellings and settlement 
evolved. 

I'he training programme included a 
discussion on existing public housing 
schemes for the poor. Officials from the 
housing authority were invited to make 
presentations before groups of women. 
Visits to public housing projects by a 
core group of women were arranged in 
Bombay and other cities. Pamphlets giv¬ 
ing information about various housing 
schemes were obtained and translated by 
SPARC staff members into appropriate 
languages. 


Women compared their dwelling and 
settlemeni designs with those in official 
schemes and assessed public housing 
deiigns for suitability for their own needs. 
During visits to housing projects they ask¬ 
ed their residents those questions that they 
had asked themselves when they planned 
their dwellings. They explained their 
design choices to these residents. In this 
process a critique of public housing pro¬ 
jects emerged. 

The whole exercise involved: 

(1) An analysis of their own life styles, 
and their means and resources in order to 
arrive at relevant dwelling/settlement 
designs. 

(2) Articulating their design choices to 
professionals and defending their 
decisions. 

(3) Developing prototypes with the help 
of professionals. 

(4) Collecting information on public 
housing schemes and assessing them for 
suitability. 

Subsequently, full scale dwelling models 
were built by women (using timber, cloth, 
paper in the first training programme: in 
subsequent programmes other materials 
such as brick and concrete were also used). 
An exhibition was organised which was 
visited by slum dwellers, professionals and 
government officials. Wtomen showed and 
discussed the dwelling models with the 
visitors who had diverse interests in the 
exhibition, lb slum dwellers it demon¬ 
strated ways of upgrading their houses 
and settlements; to government officials 
and professionals it was not only a clear 
expression of people’s ability to plan 
shelter meticulously but it also broke 
stereotyped images of the poor being in¬ 
capable of working out suitable 
alternatives. 

Starting from an analysis of their 
existing situation to working out a con¬ 
crete structure for shelter took a period 
of nearly 18 months. Having conceptualis¬ 
ed dwelling and settlement designs, the 
next phase in the training programme was 
to discuss the ‘hardware* of housing. 


i e, the three mqjor components of 
building materials, finance and land. 

(i) Building materials; Women visited 
building material depots to determine 
which material were appropriate for their 
use and enquired about their prices. They 
also learnt actual construction, estimating 
cost of construction, delivery systems and 
later supervising construction work. 

(ii) Finance: Favement dwellers are fully 
aware that alternative shelter would not 
be given free of charge. They started 
putting aside small amounts of money 
regularly in a bank for paying for shelter. 
In addition, they made inquiries about 
loan facilities for housing from established 
credit sources. 

Each household has an account in a 
bank in the name of the woman. Com¬ 
munity leaders assist each family to open 
a bank account. Periodic assessment of 
total savings is done against the target set 
on the basis of estimates of dwelling cost. 
Wbmen who once regarded entering a 
bank intimidating and operating bank ac¬ 
counts formidable; now do this work with 
ease and confidence. Regular saving of 
money has inculcated discipline among 
the people and awareness regarding plan¬ 
ning for the future—both values alien to 
those leading a hand-to-mouth existence. 

Discussions with housing finance in¬ 
stitutions have now been initiated and are 
going on. Considerable amounts of 
money put aside as.housing savings so far 
by pavement dwellers as a group show the 
level of preparedness of the people to pv- 
ticipate in housing projects. This is con¬ 
trary to a normally held view by govern¬ 
ment authorities that pavement dwellers 
are neither willing to pay towards hous¬ 
ing nor are they capable of saving money 
regularly. 

(iii) Land: In the case of pavement 
dwellers the acquiring of land is the most 
difficult proposition. They have had to 
start with a struggle for recognition of 
their legitimacy. Even this has been 
achieved only marginally. Establishing a 
right to land to live on is a distant goal. 


l ABi.t 3: Dmakavi Mahila Milan—Savinc.s and Loans 


Area (Society Name) 

No of 
Account 
Holders 

Savings 

(Rs) 

No of 
Loans 
Disbursed 

Amount 

Disbursed 

(Rs) 

Amount 

Repaid 

(Rs) 

Ashirwad Society 

17 

468 




Bharatiyar Society 

169 

S.022 

3 

700 


Chambra Baear 

169 

26.791 

15 

27,672 

1,430 

Maharashtra Seva 

30 

1,839 




Rohidas Society 

26 

2.442 




Rosa Vilas 


56 




Sakinabai Chawl 

.30 

980 




Tagore Society 


453 




Vi jay Nagar 

5 

106 




Vir Savarkar Society 

24 

363 





Stalemcnl covers period till March 31. 1992. 
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Negotiating with government authorities 
for land has been initiated but constitutes 
a long drawn and painful process.'* 

Urban land is a highly valuable 
resource. To tilt its allocation in favour of 
the urban poor (i e, those who ate in¬ 
capable of competing in the land or hous¬ 
ing markets) is a major political battle.'* 
The complexity of and enormous dif¬ 
ficulties in the task of obtaining secure 
shelter have not so far deterred pavement 
dwellers from terming their training pro¬ 
gramme or assisting other groups of 
urban poor in developing their shelter 
alternatives. It is a continuing evidence of 
solidarity among marginalised groups that 
pavement dwellers have assisted in design¬ 
ing con.structing houses those groups of 
slum dwellers who have been allotted 
land, although their pwn quest for land 
remains unfulfilled, tecause the struggle 
for shelter is a part of the larger struggle 
for social change, every small step forward 
in either the specific shelter situation or 
in the context of urban poverty and 
deprivation feeds into the other and 
strengthens it. 

VI 

illustrating Outcome of Popular 
Education 

In conclusions, this section illustrates 
various elements described in the paper. 
There are: 

(a) The challenge of ensuring women’s 
participation in the process of change and 
specifically in the shelter situation. 

(b) Straiegies of popular education 
which not only create means for people 
to participate in formulating these 
strategies but in reproducing them in a 
manner which ensures women’s central 
participation and community control over 
the adaptation and reproduction of these 
processes. 

Most existing shelter training material 
for womeii'*’ is a case of a top-down ap¬ 
proach. It embodies an approach which 
refers to the ’condition’ of women and not 
to their ’position’. Such an approach has 
severe limitations for improving the status 
of women, in the shelter training pro¬ 
gramme devised by SPARC, the focus is 
on empowering women. It has, firstly, 
created a positive self-image of women 
and, secondly, has created mechanisms to 
sustain it. This has transformed their 
perception of themselves from individuals 
who are not worthy of associating with 
the better-off and professionals and who 
are incapable of making any contribution 
to individuals who can act as catalysts in 
the process of'change. Their increased 
self-esteem has changed their role within 
their familid^'and the community. Thirdly, 
by locating the process of reproduction of 


this tiwning within women’s collectives, 
it has ensured that women’s participation 
is sustained in all decision-making both 
in their communities and in federations 
of which these communities are members. 
For example, 

A This empowerment process acknow¬ 
ledges women’s need to integrate their own 
empowerment with the fulfilment of 
needs of their families and communities. 
This has always remained a challenge to 
educators working with poor women. In 
SPARCs approach, women’s self-esteem 
is enhanced by taking up issues in those 
priority areas which have helped resolve 
crises faced by such communities. For 
example, 

(1) Obrainingof ration cards which have 
entitled the families to buy foodgrains, 
cookiiig oil arid fuel at subsidised rates. 

(2) Dealing with harassment by the 
police—<hanging humiliating treatment 
given previously by officials to due respect 
to women’s opinion. 

(3) Transforming the feeling of intimida¬ 
tion by and a lack of access to institutions 
like banks into a situation where bank 
staff welcome poor women to open bank 
accounts and invite women’s collectives to 
advise on loan applications by members 
of their communities. 

(4) Dealing with municipal officiais at the 
local ward level—transforming the fear 
and the feeling of helplessness caused by 
repeated demolitions into ensuring ac¬ 
countability from public servants. 

Women’s Judicious dedsion-iiiaking has 
established their credibility among not 
only their community members, but also 
with larger federations and public 
authorities. This has created an effective 
spiral where women’s capacity to under¬ 
take tasks related to coriununity well-being 
is supported by the community and this, 
in turn, creates the space for collective 
introspection into women’s strategic 
interests. 

B The empowerment approach devis¬ 
ed by SPARC uses shelter as a focus 
because this is regarded as the mos; press¬ 
ing and critical problem by pavement 
dwellers with whom SPARC has chosen 
to begin its work. However, the question 
of shelter is only a means to achieving the 
alternative vision that women have built 
collectively. The devising of a strategy for 
action is a complex process for it must be 
harnessed both to resolve immediate pro¬ 
blems and address long-term goals. In the 
case of pavement dwellers efforts to gain 
access to secure shelter addresses their 
immediate predicament, at the same time 
it lays the foundation for contributing to 
the fulfilment of their alternative vision. 

This approach acknowledges that 
having explored possible alternatives, 
isolated efforts at achieving them cannot 


bring much result; the larger context of 
mobilisation of increasing numbers of 
communities is an essential factor. 
Creating educational strategies to give im¬ 
petus to larger and larger numbers of 
people to take action coniribuftrs to this 
end. 

A number of federations of slum and 
pavement dwellers now have educational 
tools to assist communities. 

(1) To undertake enumerations—a pro¬ 
cess by which they create a data base 
which is required for designing strategies 
and negotiating with the state.’' 

(2) lb design mechanisms of savings and 
credit to fulfil community inembeni’ needs 
for tiding over family crises, needs for 
loans for small businesses and saving for 
shelter. (See Tables I, 2 and 3.) 

(3) lb (ksign dwellings and execute hou.se 
construction, and manage basic amenities. 

(4) lb link communities which are doing 
any of the above with tl-o$d who aspire 
to take action, through a horirontal 
exchange between communities. 

While the scope of the work that 
SPARC, MM and NSDi- have embarked 
on together has expanded, it has so far 
primarily involved internal reorganisation 
of poor and deprived groups. The 
challenge of .securing adequate shelter has 
now .moved to a larger arena, for it is a 
struggle for a greater share of resources. 
This is related to the political economy of 
urban development. The struggle for 
secure shelter is even harder in the present 
context of globalisation and liberalisation 
of the Indian economy and proposed 
privatisation of various services, for ac¬ 
cess to even basic necessities of decent 
living for the poor cannot be achieved 
without the intervention by the state in 
their favour. 

INoles 

1 Member 'fedcialiuns arc the lavement 
Dwellers federations, the Railway Slum 
Dsveltcrs i-edciaiion, Dharavi Vikas Samili, 
Dhaiavi Vyavavay Lkta Samiii, ihe federa- 
liun of the Aii|x>it Amliorily Land 
Dwellers. Taken logeihcr these federations 
have a membership of nearly 1,15,000 
families. 

2 The following review draws extensively on 
un overview pirscnied hy Walters, Shirley 
in 'Hei Words on this l.ips' Cicndei and 
Popular I'IducaiKiii in South Africa', 
ASPBAt i ouriet. No 52, 1991. 

.1 Sen, Gila and < aren C rown: PrvehpmeHl, 
Crises and ^iliernulive yaions. Third World 
Women’s I’crspeclive. Monthly Review 
Press. 1987. 

4 Moser. C'aiulinc: ‘Geridc Planning in Ihe 
Thiid World’ .Meeiing Piaciical and 
Slralegis (irndci Nivds'. Uhrld Jierelop- 
mem, 1989, 

s I his •uiol' lor analysis has heen developed 
Ik Kale Young, eiied in Shu ley, Waheis, op 
cil. 
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it Shirley, Wilters. Ibid. 

7 The difreieniiation identiried by Maxine 
Molyneux. referred lo in Shirley, VMten. 
ibid. 

t Developed by Kale >bung, lefericd.to in 
Shirley, Wilieff. ibid. 

9 Shirley, Whiten, ibid. 

10 Shirley, IMtllert. ibid. 

11 It is estimaied that 35,000 families lived on 
pavements in Bombay in 1985. 

12 By Kate V»ung, referred to in Shirley, 
^tellers, ibid. 

13 SPARC, HV, Ihe Invisibk, Bombay, 1985. 

14 pie demolishing of pavement dwellings in 
tembay was expected to begin any lime 
after October 31 (the end of Ihe monsoon) 
ihhl year. In a judgment given by the 
Simreme Coun, the Bombay Municipal 
Conwraiion (BMC) was directed not to 
remove dwellings on pavements during the 
monsoon in order lo save the residents’ 
hardships caused by being rendered 
homeless in Ihe min. In 1981, after the BMC 
attempted to evict pavement dwellers after 
demolishing their huts, a writ petition was 
filed in the Supreme Court challenging this 
action. The Supreme Court in its judgment 
given in 1985 ruled out that the BMC was 
empowered by Ihe Bombay Municipal Cor- 
pomiion Act to remove encroachments, 
including huts, from pavements. 

15 What is underuken under this training pro¬ 
gramme is, no doubt, an exercise in com¬ 
munity organisalion/mobilisaiion. We call 
it ‘training’ because it is a process which 
once developed can be used by other 
maiginalised and poor groups in their strug¬ 
gle to achieve their goals. It is essentially 
a systematisation of knowledge and infor¬ 
mation and designing of strategies to 
develop requisite skills. 

16 By negotiations we mean a debate betwee n 
people holding different points of view to 
arrive at a conseiisus/agreement. Deprived 
groups generally do not have any experience 
of negotiating with authorities who allocate 
resources. The poor are regarded as 
beneficiaries for whom decisions are made. 
The training process provides opportunities 
for them to build skills to negotiate. 

17 For instance, women opted for shared 
toilets—one toilet to be shared by four 
fhmilies. Th<s was contrary to profcssioruls' 
view that each dwelling should have its in¬ 
dependent toilet facility. Women argued that 
pl^nga toilet in the confined space of their 
small dwellings is not hygienic Further, 
community toilets would be constructed by 
the authorities at their cost while internal 
toilets would increase considerably Ihe 
dwelling cost to be borne by the iKcupier. 
Further, shared toilets would serve as a 
deterrent to higher income groups buying 
out the poor households and dispossessing 
them of Ihe dwelling. 

18 Even today, there is no public housing 
scheme that mentions pavement dwellers. 
However, the Planning Commission. 
Government of India, has allocated 
Rs 7.50,000 in 1988 for each of Ihe four 
metropolitan cities in India, towards setting 
up rehabilitation projects for pavement 
dwellers. This money to this day remains 
unutilised in Bombay because the local 
authority still refuses to acknowledge the 


presence of shim dwellen in Ihe city,'tel 
alone allocate land for rehabiiitaiing them. 

19 Bapat, Meera: ‘Allocaiion of Urban Space; 
Rhetoric and Reality—Evidence from 
Recent Jurisprudence', Economic and 
Miikttl Weekly, July 14, 1990. 

20 For example Moser, Caroline and Sylvia 
Chant: The IMe of Women in Ihe Execu¬ 
tion of ixm-lncome Housing Projects 
Hvining Module, DPU gender and Plan¬ 
ning Working Paper No 6, Development 
Planning Unit, London 1985. 

21 See SPARC: Beyond the Beaten'Track: 


ReaeiilemeHiInklaltmi^ People yehoUee 
along the Rallwoy Thretoto Bombay, 1988. 
Nearly 18,000 famUies (974100 people) who 
live along railway tracks in Bom^ were 
enumerated in coitjunction with govern¬ 
ment officials. 

An enumeration of pavement dwellers in 
Madras in the state of Ihmil Nadu in south 
India was conducted in 1989-90 in order to 
design rehabilitation scheme for pavement 
dwellers. This work was officially assigned 
by the Madras Metropoliian Development 
Authority to SPARC, MM and NSDF. 
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Structural Adjustment vs Environment 

IMihion Kothari 
Aithish Kothari 

More than a year and a half after the adoption of the new economic policies and the structural adjustment 
programme, there has been almost no serious analysis of their implications on the living environment of our citizens. 
While it is nO doubt difficult to predict their impact with accuracy because of the complex interplay of various 
economic, social, political and ecological factors, it is fmssible to make some as.sessmeni based on past developmental 
trends in India and the experiences of other third world countries under similar programmes. 


THE last couple of years have seen drastic 
changes in India's economic policies. The 
thrust towards socialism and egalitaria¬ 
nism which has characterised planning in 
the last four and a half decades (though 
not very succe.ssfully), has been all but 
given up. and moves made to usher in full- 
scale capitalism, domestic and global. 
Also gone is the emphasis towards self- 
sufficiency (somewhat more successful), 
displaced an increasing dependence on 
agencies like the IMF and the World 
Elank, and international capital of other 
kinds. 

Under the New Economic Policies 
(NEP), drastic 'stabilisation' and ‘struc¬ 
tural adjustment' programmes are being 
put into effect in an effort to meet India’s 
severe balance of payments crisis, and to 
propel its economy into quicker growth 
and global integration. Apart from direct 
fiscal policies, the major components of 
the new package include boosting expoits 
to earn foreign exchange, liberalising in¬ 
dustrial production, dropping barriers to 
the entry of foreign companies and goods, 
expanding privatisation and cutting 
government spending. Some of these are 
a part of the IMF-World Bank-led struc¬ 
tural adjustment programme (SAP), a set 
prescription which these multilateral agen¬ 
cies have forced onto dozens of third 
world countries. 

The drastic nature of the NbP package 
has understandably set off considerable 
debate on issues of economic manage¬ 
ment and national sovereignty.' But the 
debate has only marginally, and in a very 
general way. touched the vital question of 
how the new economic policies will affect 
the environmental and living conditions 
of our citizens. It is surprising that a year 
and a half after the adoption of the new 
policies, there has been almost no serious 
analysis of their implications on the living 
environment of our citizens.' 

The natural environment has so fat 
been looked at by conventional econo¬ 
mists and development advocates, whose 
vision is the driving force behind the NEP. 
as either pr both of two things; an ex¬ 
ploitable resource, and a sink into which 
the effluents of affluence can be thrown. 
This view ignores th( tact that for the vast 
majority of Indians, the natural environ¬ 
ment forms the very basis of their sub¬ 
sistence economy. Forests, land, and 
waterbodies diimtiy meet their food, 
water, housing.' energy, medical, and 


cultural needs. When the.se resources arc 
targeted by development planners foi 
commercial use. or for appropriation by 
a small elite in the name of some 
utispecified ‘national interest’, it is the lives 
and livelihoods of these people which arc 
threatened. In adopting the NEP. has our 
government been mindful of this? 

It seems not. It i.s, of course, difficult 
to predict the impact with accuracy, fur 
the interplay of various economic, social, 
political and ecological factors is complex, 
and there arc pulls and counter-pulls of 
all kinds within Indian society, including 
among its decision-makers. But important 
lessons can be drawn from the experiences 
oi other third world countries which have 
come under similar SAP regimes, and 
.some analysis can be attempted by jux 
taposing past developmental trends in 
India with the new policies. The over¬ 
whelming impression we are left with is 
that the NEP could lead to an accelera¬ 
tion in the already deteriorating environ¬ 
mental situation, and consequently fur¬ 
ther marginalisation and alienation of 
communities that arc already living in 
economically and ecologically vulnerable 
conditions. This includes the landless and 
the marginal farmers, the tribals and the 
so-called OBC's, and amongst these 
groups particuiarly the women and 
children. 

FoKi X. iiiL Ntw God 

lake, for instance, export-orientation. 
With foreign exchange (forex) as the new 
god, the government will be keen on ear¬ 
ning it any which way, regardless of the 
environmental consequences. This of 
course is not a new phenomenon: export 
of iron ore from Goa has devastated its 
once-lush forests, granite mining for 
export to Japan has laid bare hills in 
Andhra Pradesh and Thmil Nadu, proces¬ 
sing units for India's fourth largest export 
earner, leather, have polluted water over 
vast stretches in Tamil Nadu and along the 
Ganga. Yet these are only precursors of 
what could come if the SAP aim of con¬ 
verting India into an export-led growth 
economy is fulfilled. What this could en¬ 
tail is a further and rapid transformation 
of staple fosxl and subsistcncce crop lands 
into cash cropping, intensification of 
commercial fisheries in marine and fresh¬ 
water areas, increase in mining for raw 
mineral exports and so on. The accelera¬ 


tion of this tiend is already evident. In a 
bid to “tap the country’s vast marine 
resources on a priority basis", the govern¬ 
ment recently cleared eleven 100 per cent 
export-oriented deep sea fishing ventures 
in the private sector, with foreign col¬ 
laboration itx anomic Times, Delhi, May 
.to, 1992). Indian companies are also 
quickly cashing in; the powerful house of 
Tatas has moved the Orissa slate govern¬ 
ment to clear a large-scale shrimp farm¬ 
ing project adjoining one of lndia’« most 
valuable brackish wetlands, the Chilika 
L.ake. The proposed project is aimed at 
exports primarily to Japan, and the 
language used in a glossy brochure aim¬ 
ed at quelling rising environmental and 
local opposition is revealing; "Several 
countries aie enriching their national ex¬ 
chequers through aquaculture. The oppor¬ 
tunities foi India to net this ‘new-wealth' 
are limitless?' 

It has been argued that export-oriented 
development in itself is not destructive. 
I he export value of a product/resource 
could theoretically be an argument for its 
conservation. F.xperience from India and 
other countries, however, strongly suggests 
otherwise. When the predominant motive 
for change in an economy becomes short- 
run profit-seeking and foreign exchange 
earning, the neglect of long-term environ¬ 
mental and social responsibility grows. 
Cash cropping in many parts of India has 
already led to severe problems of water 
ovcru.se and pollution, fertiliser and 
pesiicidc-bascd cotitamination and land 
degradation, iarge-.scalc commercialised 
fishing has led to destruction of aquatic 
and coastal ecosystems, and 'he margi¬ 
nalisation ot traditional fishcrfolk. If 
export-orientation could indeed be made 
more environment and people-friendly, 
there is nothing in the current SAP 
package which could make it so. 

Recently, an agri-business consortium 
has been pr'>po.scd by the government, 
ostensibly to help small and marginal 
farmers, which is to give a boost to (om- 
mercialising Indian agriculture to cater to 
expanding consumerist markets, both 
locally and abroad. M S Swaminathan, 
chief architect of the Green Revolution in 
India, praised this proposal, stating that 
this '.st‘cond Green Revolution’ would shift 
the present emphasis on meeting mini¬ 
mum needs to tapping the full commer¬ 
cial potential of agriculture. Suddenly it 
seems that meeting minimum needs (like 
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food and water) is no longer important, 
so long as money (especially forex) can be 
generated. 

The experience of Latin American 
countries is indicative. Under SAP 
policies, the Costa Rican government has 
since IMS encouraged beef exports, clear¬ 
ing thousands of hectares of forests for 
conversion into ranches. The burgeoning 
cattle population has overgrazed the land, 
increasing topsoil erosion and killing the 
country’s only coral reef due to silt deposi¬ 
tion. Under IMF recommendations, the 
government reduced credit to subsistence 
farmers, replaced indigenously grown 
basic grains with imports from the United 
States, and subsidi^ cash crops (straw¬ 
berries, melons and ornamental flowers) 
for export to the US market. The resul¬ 
tant ecological damage has been accom 
panied by a rapid growth of poverty, and 
increasing income disparity.* As an 
analyst commented, “real minimum 
wages have declined and the rich-poor gap 
has become a chasm. According to Otton 
Solis, a former minister of economic plan¬ 
ning. “the wealthiest 10 per cent of the 
population used to enjoy an average in¬ 
come 16 times greater than the bottom 10 
per cent; now, it is 31 times higher” 

in Gautemala, export-orientation has 
led to the replacement of the staple crop 
maize by cash crops such as cardamom 
and macadamia. produced to meet the 
demands of the international market. 
Ironically, maize has now to be imported! 
SAP-led policies have also led to excessive 
commercial timber logging at a time when 
the Mayan people have been forbidden to 
cut even a single tree for their daily 
subsistence.*^ 

Similarly, over a large part of the 
African continent, SAP policies of export- 
orientation have aggravated ecological 
degradation through excessive cropping, 
overgrazing, soil erosion, and deforesta¬ 
tion. For example, Zimbabwe wa.s till 
recently hailed as one of the few ‘suc¬ 
cesses* in Africa, with an efficient public 
distribution system and self-sufficiency in 
foodgrains. Not any more. In the current 
drought year, the country is facing critical 
famine conditions. Pan of this is a direct 
consequence of the IMF-influenced forex 
chase, which forced the government to sell 
off one year's stock of foodgrains, depress 
the price of the staple crop maize, and en¬ 
courage farmers to switch to cash cropp¬ 
ing. As an analyst has recently remarked 
“In Zimbabwe, theie has bwn strong 
criticism u<' the running down of the coun¬ 
try's large maize stockpiles in recent years. 
World Bank officials agree some strategic 
stocks are necessary, but argue that car¬ 
rying stocks sufficient to deal with 
drought does not make economic sense. 
‘A country needs financial reserves, not 
large grain reserves', one Bank official 
comments.’’ 

Exports are one way of earning forex- 
tourism is another. The Iasi few months 
have witnessed an aggressive new thrust 


to tourism promotion. Many areas pre¬ 
viously restricted to foreigners—Ladakh 
and I.ahaul-Spiti, the Andaman Islands 
and others which had so far been saved 
from hordes of insensitive and uncaring 
tourists, have been thrown open. And it 
is not only India’s image which is being 
sold. Recently the government announc¬ 
ed its intentions to tease out entire islands 
in Lakshadweep. India’s famous coral 
i.sland union territory, to international 
hoteliers for developing as tourist resorts. 

I.IBLKAI.ISATION VS ENVIRUNMbNT 

fhe other major component of SAP is 
the liberalisation of the economy. Un¬ 
necessary bureaucratic hurdles definitely 
need to be removed, but the tendency 
seems to be to throw the baby out with 
the bathwater. In no country in the world 
has industry on its own shown social and 
environmental responsibility; there has 
always been a need for appropriate regula¬ 
tions. Such regulations are in grave danger 
now. The first hint of this has come in the 
strong opposition to a proposed central 
government notification of .lanuary 1992, 
which would make environmental clear¬ 
ances for major industries and develop¬ 
ment projects mandatory. 

Such a notification is long overdue, to 
control the haphazard and ohen political¬ 
ly motivated siting and planning of 
development projects in India, with .severe 
social'and environmental impacts. Not 
surprisingly, the strongest obieclions lo 
this move came from chief ministers of 
several stales, industrial houses, and ex¬ 
port conglomerations, alt of whom argued 
that such a notification would create 
bairiers to the new-found industrial 
'freedom'. To his credit, the prime minister 
defended the notification in a meeting of 
India’s National Development Conncil, 
but has not yet, over II months after it 
was proposed, okayed its final gazetting. 

Indeed, in the new ‘liberalised’ (read: 
free-for-all) atmosphere, the environment 
departments in all .states and at the cen¬ 
tre are going to become everyone's pun¬ 
ching bag, and will find it harder and 
harder to enforce their regulations. In 
Gujar.it, several private sector industries 
have been cleared adjacent to a Marine 
National Park, despite objections from 
wildlife officials. 

Yet another example of the destructive 
potential cf the new ‘lihctal’ era is the 
stre ^g revival of the proposal for a ‘Free 
Foil’ in the Andaman and Nicobar 
Islands. Scientists and ecologists have 
jiisiiriably ideniiried these tropical islands, 
with their incredible wealth of rainforests, 
coral reefs, and marine waters, as one of 
the world’s most important genetic store¬ 
houses. By their very nature, these islands 
are also extremely fragile; their ecosy.stems 
easily disrupted and leading to a chain of 
consequences which have repeatedly re¬ 
bound on human settlers themselves. In 
addition, the islands are home to some of 


India’s most ancient tribes, two of whom 
have already been reduced to near extinc¬ 
tion by (he activities of outsiders. It is 
sheer common sense that a Free Port here 
would be folly of the highest order, 
especially when the greed for foreign ex¬ 
change is threatening a tourist bcx>m in 
the islands. The proposal had been drop¬ 
ped for the last couple of years, follow¬ 
ing strong protests from various quarters. 
Yet. in a recent meeting of the Island 
Development Authority, chaired by the 
prime minister, the proposal has been 
revived, and a group repot tedly asked to 
look into its feasibility. 

Privatisation and Foreign 
lNVt.STMENTS: HOW WISE? 

Accompanying liberalisation is an em¬ 
phasis on privatisation. Re.sources which 
are considered for the common good and 
are under public control may increasingly 
come under private corporate control. 
This sector has shown scant respect for the 
environment, tel alone for the needs of the 
poor." Particularly severe will be the 
adoption of ‘user charges' on esseniial ser¬ 
vices such as drinking water, sanitation 
and medical care, regardless of whether 
people can afford to pay. Such a measure 
has been recommended by the World 
Bank for years, ostensibly to incease the 
economic viability of social services by 
adopting the principle of 'cost recovery’. 
For families that are burdened with these 
charges, it becomes increasingly difficult 
to meet other basic needs.* 

Yet another thrust of the SAP is the 
opening up of the country to foreign in¬ 
vestment and good.s. A limited amount of 
competition from abroad in specific sec¬ 
tors may do our own industrial sector 
some good. However, the environmental. 
consequences of what is proposed may 
offset the gains. An extreme, but not un¬ 
common, form of this mindset is evident 
in by now infamous internal memo circu¬ 
lated by World Bank’s chief economist 
Lawrence Summer. He suggested that the 
Bank should be “encouraging more mig¬ 
ration of dirty industries to the less 
developed countries”, where concern for 
the economic and social costs of pollu¬ 
tion are less than in developed countries! 

The transfer of hazardous industries 
and commodities, as has already happen¬ 
ed in Africa, becomes much more possible 
with the new open-door policies. ^ docs, 
on the other hand, the transfer and growth 
of pollution control and ’clean’ technolo¬ 
gies. But if trends in other countries are 
an indicator, this positive prospect may be 
far outweighed by negative ones. Our 
government is currently wooing Japan’s 
giant corporations, many of whom have 
a hortendous environmental record. These 
multinationals have caused the decima¬ 
tion of rainforests in south-east Asia, and 
the consequent dispossession and displace¬ 
ment of entire tribal and poor peasants 
communities. Prime minister Rao’s recent 
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visit to Japan with a begging bowl, and 
the talk of a ‘mini-Japan* being establish¬ 
ed to provide special privileges to 
Japanese investors residing in India are 
chilling indicators of things to come. 

At the current Juncture in our country, 
the government will have to continue to 
play an important role in harmonising 
developmental and environmental in¬ 
terests. This was recently reiterated by the 
prime minister. But will the NEP allow 
this? It is here that the IMF-World Bank 
insistence on increasing government effi¬ 
ciency by cutting spending is of particular 
concern. Though these agencies do not 
necessarily specify which sectors to make 
budgetary cuts in, countries under .SAP 
conditionalities invariably end up chop¬ 
ping allocations for those social or ‘soft’ 
sectors which cannot show immediate 
tangible returns. The last three budgets 
(since 1989) have seen mild to severe cuts, 
or no appreciable rise in allocations, in a 
number of social sectors; education, 
health, developmental and employment- 
generating expenditure, and environment. 

Indian finance mini.ster Manmohan 
Singh’s 1992-93 budget is particularly 
harsh in this respect. While some of the 
cuts may be justified on account of under¬ 
utilisation in the previous year, the severity 
of the cuts indicates another logic at work. 
Allocations for the prevention and control 
of pollution have b^n cut (in real terms) 
by 35.5 per cent at a time when the poli¬ 
cies outlined above are likely to increase 
the pollution problem. Rural sanitation 
programmes have suffered a cut of 46.8 
per cent, and the rural water supply pro¬ 
ject of the Water Mission has been sheared 
of 39.3 per cent of its budget. In a situa¬ 
tion in which lakhs of children and adults 
die or are afflicted every year by water- 
related diseases, this cut is extraordinari¬ 
ly callous. Other programmes which have 
suffered are wastelands development 
(down by 23.5 per cent) and promotion 
of non-conventional energy sources (cut 
by 26.3 per cent). But the heaviest reduc¬ 
tion (61 per cent) is in the biomass 
development programme. This cut, coupl¬ 
ed with increasing privatisation of com¬ 
mon property resources displays total in¬ 
sensitivity towards the 30 crorc people (40 
per cent of our population) whose very 
cxi.stence is tied to the health and availa¬ 
bility of biomass fuels and fodder. 

These spending cuts are already having 
their impacts on the rural poor. Several 
voluntary organisations working in the 
drought-hit areas of Rajasthan have 
reported intensified distress as allocation 
of foodgrains under the public distribu¬ 
tion system (PDS) has been severely cur¬ 
tailed.'" Cuts in the water supply and 
biomass development programmes may 
undermine long-term anti-drought mea¬ 
sures. Further desertification could result 
where the government reduces investments 
in conserving or regreening, while the 
rural poor have no option but to overuse 
llie meagre natural resources left to them. 


Experiences from several sub-Saharan 
African countries under SAP indicate the 
clear co-relation between SAP policies 
and intensified desertification. 

The health impacts of the NEP are par¬ 
ticularly worrying. Reductions in invest¬ 
ment towards improving civic infrastruc¬ 
ture, particularly water supply and sanita¬ 
tion, have resulted in sudden outbreaks of 
cholera in several l.atin American coun¬ 
tries. The IMF, in the ca.se of Peru, was 
directly held responsible, in mid-1991, 
Hiroshi Nakajima, director-general of the 
World Health Organisation stated that; 
“The economic adjustment programme 
dictated by the IMF is responsible for the 
increasing cholera epidemic in Peru... 
without doubt, in order to comply with 
payments claimed by the IMF. Peru now 
finds itsielf in a position that it cannot 
allocate more resources to fight the 
cholera epidemic”." 

Many communities in India live in 
perilous conditions where epidemics of 
water-borne diseases (cholera, diarrhoea, 
typhoid and hepatitis) already occur 
without warning. Witness the death of 
over 1,500 (officially 600) people in the 
cholera epidemic in Delhi in 1988.'^ Poor 
communities ail over India are in urgent 
need of health and housing infrastructural 
inputs to reduce the incidence of such out¬ 
breaks. Instead, the government is reduc¬ 
ing allocations, which will result in even 
more severely debilitating and life-threate¬ 
ning conditions. 

In its eagerness to maintain a ‘honoura¬ 
ble* record of repayments so that even 
more money can be borrowed from the 
IMF. the Philippines government has 
diverted money from primary health care, 
drinking water schemes, employment 
generation, housing and nutrition. The 
results are horrific on women and children, 
as has been repeatedly pointed out by 
UNICEF and the Freedom from Debt 
Coalition (FDC) and other Filipino 
NGOs. One child is reported to die every 
hour from the diversion of resources for 
debt servicing. This particularly telling ex¬ 
ample exposes the hollowness of the 
clainls that SAPs are only short-term 
measures and do not involve any severe 
hardships in the long run. As Richard 
Jolly of UNICEF says, “If you miss the 
opportunity when a child is one, five or 
even ten years old, to provide the basic 
nutrition, early education, and a secure 
loving home, the consequences will show 
when that child is an adult. I fear that we 
will see these consequences and have to 
deal with them 20, 30,40 years from now!’ 
It is. of course, another matter that to¬ 
day’s planners will not be around then. 

Finance minister Manmohan Singh in 
a recent lecture on ‘Environment and the 
New Economic Policies’,” correctly 
stated that environment is ‘here and now’ 
for the majority of India's people. Unfor¬ 
tunately. his severe budget cuts do not 
reflect any concern for this ‘here and now. 
According to the minister, such cuts arc 


only temporary, and greater allocations 
will be possible once the economy stabi¬ 
lises. Such logic is not only small compen¬ 
sation to a drought-hit Rajasthani strug¬ 
gling for survival ‘here and now’, but also 
exposes the insensitivity of a minister sold 
to the neo-classical world-view of econo¬ 
mics. Nor do the experiences of other na¬ 
tions, trapped in the SAP tunnel, inspire 
confidence that there is an escape from 
the debt trap even in the long run, so long 
as the development model is not funda¬ 
mentally changed. Examples are available 
from around the world that indicate the 
increasing inability of governments, who 
indulge in SAPs, to grapple with the 
devastation caused by natural and human- 
made disasters.'^ 

Spending cuts and other measures also 
entail a massive laying off of workers, 
about which much has been said. An 
estimate by the ILO and UNDP sutes that 
by 1992-93 between 4 and 8 million people 
will become unemployed. Many of these 
people, who are currently employed in 
rural development programmes, are lilrely 
to cither migrate to cities, adding to the 
environmental and social and environ¬ 
mental stress already* faced there. Those 
who are already in the cities are unlikely 
to leave, but will probably be forced to live 
in environmentally degraded slum set- 
tlcmen(.s. If they do go back to rural areas, 
they will probably end up further 
degrading the environment by being forc¬ 
ed to cash in on common lands or mov¬ 
ing into marginal, ecologically sensitive 
/.ones. Certainly SAP appears not to pro¬ 
vide any alternative employment for them. 

Indeed, an often overlooked conse¬ 
quence of SAP is the large-scale displace¬ 
ment resulting from the dispossession of 
people and communities. The rise in 
unemployment, changes in modes of 
agricultural production particularly affec¬ 
ting small farmers, intensified extraction 
of natural resources to fuel foreign trade, 
favouritism to the urban or commercialis¬ 
ed sector to the detriment of rural 
development, the acceleration of five star 
tourism and so forth could all lead to 
displacement. 

The case of the maize fai mers in rural 
Mexico is a telling illustration of this pro¬ 
cess. The fail in the support price of maize 
(on IMF recommendation) and the atten¬ 
dant fall in real wages, the flooding of the 
domestic market with foreign grains, and 
the official favouritism towards export 
crops all contributed to a deepening reces¬ 
sion in rural Mexico, forcing many maize 
farmers to migrate. The plight of the 
Mexican peasants and the existence of a 
viable rural economy are now in serious 
doubt. As has been pointed out “Small 
and medium-size national companies are 
being rapidly eliminated by competition 
from transnational companies; foreign 
dependence will increase as imports of 
technology and materials increase; and 
foreign capital will exercise greater con¬ 
trol and influence on the types of produc- 


Economic and Political Weekly March 13, 1993 


475 



tion in the primary sector and on the pat¬ 
terns of consumption, with repercussions 
on the diet and nutrition of the majority 
of people in both urban and rural 
areas... Transnational corporations arc 
today involved in the production of 90 per 
cent of processed foods and 84 per cent 
of animal feeds... and the law has been 
changed to permit foreign capital 100 per 
cent ownership of certain non-strategic 
branches of Mexican industry!’” 

In the Philippines, policies resulting 
from debt servicing (to the tunc of S6 
million a day!) have riisplaced hundreds 
of thousands of people from their produc¬ 
tive lives and driven them into huge squat¬ 
ter settlements that surround the cities. In 
Brazil, the conversion of agricultural lands 
into export-oriented cash cropping (soy¬ 
bean, etc) has displaced thousands of 
small peasants, who have been forced to 
clear the Amazon rainforests to eke out 
a perilous living. 

The irrefuuble evidence of environmen¬ 
tal damage from a majority of SAP af¬ 
fected countries should have cautioned 
our government to proceed only after a 
thorough understanding of the likely con¬ 
sequences in India. Yet, then was no en¬ 
vironmental or social impact assessment 
of these policies by either the government 
or the funding agencies. Indeed, it is 
unlikely that the ministry of environment 
and forests and other relevant ministries 
were even consulted. 

Keeping in mind the adverse impact 
that SAPs have had on living conditions 
all over the world, it is shocking that the 
IMF has not even bothered to conduct 
social and environmental impact studies 
of the SAP that it recommends. As has 
been pointed out “the IMF has taken no 
effective measures to protect the poorest 
sectors of society or the environment... 
Since poverty and vulnerability are an in¬ 
tegral part of the crisis, any adjustment 
programme that does not seek to reverse 
this from worsening is wholly inade¬ 
quate. .. Currently, unlike the World 
Bank, the IMF does not conduct studies 
of environmental and social consequences 
of its action. This is partly the result of 
the absence of qualified personnel on the 
IMF staff in the areas of natural resource, 
development, poverty and related subjeas, 
as well as the lack of contact with the af¬ 
fected populations!*'* 

SAP vs Dlmck'ratic. and Human 

Rlf.HTS 

One of the worst aspects of the NF.P 
is the thoroughly undemocratic process in 
which it has been adapted. There was no 
prior public debate, no attempt by the 
government to explain its consequences. 
In his June 17 lecture Manmohan Singh 
said that a debate should take place now. 
This is like throwing open the stable door 
to let the horse out (or rather, to let the 
multinationals in!), then asking everyone 
to debate whether the doors should have 
been opened or not! 


For those who question these policies, 
democratic space is being further squeez¬ 
ed. Thousands of workers were arrested 
in pre-emptive moves all over the country, 
before their June 16 strike protesting the 
new economic policies. So keen is the 
government to appease its donors that 
peaceful demonstrations organised by 
grassroots movements against the NEP 
have been often brutally dealt with.'^ 

In the face of such opposition, which 
is mild compared to the food-riots and 
indeed the toppling of governments that 
have occurred in other countries, the 
IMF’s .stand remains tragically irresponsi¬ 
ble and bereft of the lessons of history. 
In September 1991, the IMF told the 
United Nations that “programmes sup¬ 
ported by the Fund are the programmes 
of the countries themselves. Indeed, they 
cannot succeed unless they have the full 
support of the population, including those 
whose full economic, social and cultural 
rights may be infringed upon!"* If full 
support is the criteria for success, then 
SAP is bound to fail in India, since our 
government has neither sought nor receiv¬ 
ed the support of the majority of its 
citizens on this issue. 

The immense loss of social and human 
capabilities that aecompany the adverse 
environmental impacts of the NF.P is a 
violation not only of constitutional rights 
of India's citizens, but also of numerous 
rights recognised in international legal in¬ 
struments which India has ratiFied. These 
include the Universal Declaration of 
Human Rights, and the International 
Covenant of Economic, Social and 
Cultural Rights (ICESCR). The latter in 
its Article 11(1) places the obligation upon 
Slates Parties to recognise “the right of 
everyone to an adequate standard of living 
for himself and his family including ade¬ 
quate food, clothing and housing, and to 
the continuous improvement of living 
conditions”. The ICESCR in Article 12(b) 
also recognises that “The steps to be taken 
by the Stales Parties to the present Cove¬ 
nant to achieve the full realisation of this 
right shall include those necessary for... 
The improvement of all aspects of en¬ 
vironmental and industrial hygiene*’.'* 
The UN Committee on Economic, 
Social and Cultural Rights recently noted 
in a legal interpretation of Article 11(1) 
that “external factors can affect the right 
to a continuous improvement of living 
conditions, and that in many States Par¬ 
ties overall living conditions declined in 
the N80s... It would thus appear to the 
committee that a general decline in living 
and housing conditions, directly attri¬ 
butable to policy and legislative decisions 
by States Arties, and in the absence of 
accompanying compensatory measures, 
would be inconsistent with the obligations 
found in the Covenant (the ICESCR)!’* 
All this is not to say that the pre-NEP 
days were ideal from an environmental 
and .social justice viewpoint. There is no 
denying that structural transformation of 
our society and economy is required. But 


such a ttansformaiion miiiit tackle tne 
patently unequal contrt^ over natural 
resources (especially land and water) 
which allows the minority elite to face 
towards a luxurious 21st century, at the 
cost of further dispossessing the poor of 
whatever little they have. This transforma¬ 
tion must also redirect the present model 
of development, which is socially ini¬ 
quitous and ecologically unsustainable 
The NEP shows no potential for this, but 
rather reinforces the status quo. 

. Alternatives to the IMF-World Bank led 
policies have been put forward by regional 
groupings and popular movements through¬ 
out the world. Om such effort that carries 
universal lessons is the African Alternative 
Framework (AAF) tp SAP co-ordinated 
by the Economic Commission for Africa 
(ECA) and endorsed by the United Na¬ 
tions General Assembly in 1989. Rooted 
in the cultural traditions of African 
societies, its “fundamental ethos is the in¬ 
trinsic sanctity and dignity of the human 
person, the collective spirit in social 
endeavours and mutual support under 
reciprocity’’. The African Alternative 
seeks a Global People’s Coalition and a 
spirit of global solidarity because the mis¬ 
sion it is promoting is “a mission for all 
democratic forces the world over". The 
AAF “in addition to stressing the need for 
democratisation and effective iropular 
participation, human-centred develop¬ 
ment has a cl^ environmental obligation 
to maintain sustainable ecological balance 
between people and nature”. As further 
Slated “The traumatic experience of the 
1980s has demonstrated abundantly that 
it is easy enough to reel off statistics of 
increasing GNP, GDP,' savings, capital 
stock, exports, etc, while human misery, 
starvation, unemployment, mortality 
rates, diseases, literacy and environmen¬ 
tal degradation worsen".^' 

Within India too, the true alternative 
to the economic crisis lies in getting away 
from both an over-centralised system, 
which has been the case since indepen¬ 
dence, and an excessively privatised one, 
which is looming on the horizon. Com¬ 
munity management of resources needs to 
be revived, with a clear set of rights and 
obligations for local communities, govern¬ 
mental agencies, and voluntary organisa¬ 
tions. Nor is this an empty .slogan; if sus¬ 
tainable development is the goal of econo¬ 
mic policies, then there is much to learn 
from the many genuine people’s and 
governmental developmental efforts that 
ate scattered throughout India. TAe water¬ 
shed and land management experiments 
of Ralegan Siddhi (Maharashtra) and 
Sukhomajri (Uttar Pradesh), involving 
villagers with the help of some enlightened 
individuals who had their feet firmly on 
the ground, have turned food- and cash- 
deficit villages into surplus economies.’’ 
Ralegan Siddhi is in fact quite an eye- 
opener, for it is in one of India’s most 
drought-prone areas (an average rainfall 
of 400 mm), and has achieved adequate 
water supplies for drinking and agricul- 
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tuie through nimrater hancsting, without 
the help of a costly, debi-incurritig big 
dam.^’ These experiments have also en¬ 
sured a greater degree of equity in the 
distribution of the resultant benefits than 
has been possible in most government 
programmes. Such equity has been the 
hallmark of another unique effort, the 
water management and distribution 
system of Psni Panchayat in villages of 
I^ne district of Maharashtra. Then there 
are the dozens of efforts at switching to 
organic farming, either through tradi¬ 
tional methods of new ones, reducing or 
eliminating completely the need for ex¬ 
pensive, ecologically disastrous, and fossil- 
fuel guzzling chemical fertilisers and 
pesticides.^* Gloria Land in Pondicherry, 
Narayan Reddy’s farm in Karnataka, 
Bhaskar Save and P O Uaphna's orchards 
at Bordi (Maharashtra), and myriad 
others come to mind, yet remain neglected 
by the dominant agricultural establish¬ 
ment. As for governance, there is a lot to 
learn from the tribal 'village of Seed 
(Rajasthan), which is managed by a gram 
sabha (village council) having the legal 
and executive power to decide all matters 
relating to local land and natural resource 
use, under the Rajasthan Gramdan Act of 
1971.*’ Stringent rules regarding the u.se 
of common lands ensure their conserva¬ 
tion and sustainable use. Hut in many 
places,, local community structures have 
broken down; they will neca to be revived, 
and collaborative management strategies 
between them and the government 
thought of to complement each others’ 
strengths. There are, for instance, the joint 
forest management systems evolved in 
many parts of India, between villages and 
forest departments,** which are proving 
to be successful not only in afforesting 
degraded lands but also in providing 
employment and economic security to im¬ 
poverished village communities. 

The ideas and models are there, the 
solutions staring at us in the face, if only 
we care to look. The danger is that the 
new policies may wipe out these genuinely 
sustainable alternatives even before we 
have learnt from them. 
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DISCUSSION 


Kerala—^An Unhealthy Population? 

K Anil Kumar 
lje«na Abraham 


SEVERAL studies have confirmed that 
the health status of a society measured in 
terms of mortality and morbidity is 
dependent on the overall socio-economic 
development achieved by that society.' A 
recent study’ linking socio-economic 
status to health status based on Kerala 
society is perhaps the only one of its kind 
in our country. The study gains signi¬ 
ficance because of its possible conse¬ 
quences for the removal of inequalities in 
health and also because of Kerala’s 
paradoxical situation of “economic 
backwardness with belter health status”. 
A study of the inequalities in health ex¬ 
isting in such a population, irrespective of 
its overall achievements in health status, 
deserves closer attention because it could 
be an essential element both in testing the 
suitability of the Kerala model for imple¬ 
mentation elsewhere, and in identifying 
the areas to be concentrated upon for wip¬ 
ing out the inequalities. 

A careful examination of the book and 
the review. (‘A Socio-Economic Inequality 
and Health Status’. EPW, December 
19-26, 1992) in the context of our 
understanding of health has prompted 
this discussion. The review while sketching 
briefly the findings of the study has com¬ 
pletely overlooked some of its drawbacks. 
Before we go on to elaborate on these; we 
shall first point out a few glaring mistakes 
that have appeared in the review. 

Firstly, the review states that data for 
the study was collected “through ques¬ 
tionnaires and informal interviews from 
households and from individuals”. This 
is not correct because the study was based 
on (i) a community survey, along the lines 
of a General Household Survey, using a 
structured questionnaire, covering over 
10,000 households in rural Kerala; and 
(ii) a census of health care institutions in 
Kerala covering both urban and rural 
areas. Secondly, the figures for death and 
birth rates were interchanged. Thirdly, the 
review misquotes while trying to support 
the argument of the book that morbidity 
declines with increasing socio-economic 
sMtus. According to the review, “the dif¬ 
ference in morbidity rates of the highest 
and lowest socio-economic status graphs 
(groups?) as defined by the authors is of 
the order of 64.5 per cent". The book on 
the other hand, states. “A fact to be noted 
however is that the difference between the 
two extreme classes is only of the order 


of 47.6 per cent and that even in the most 
affluenfclass, infectious diseases account 
for a minimum of 64.5 per cent of all 
acute illnesses" (p 74). Fourthly, while 
discussing health care services, the review 
remarks that the survey (the KSSP survey 
on the basis of which the book was writ¬ 
ten) points to a greater increase in the 
homeopathy and ayurveda sectors than 
the allopathy sector. Although there has 
been a quantitative increase in the health 
service sector over the years, the present 
survey does not show any greater increase 
in the homeopathy and ayurveda sectors 
as compared to the allopathy sector. Fur¬ 
ther, while the review mentions the reasons 
for greater utilisation of private sector, the 
more important reasons, as shown by the 
relative percentages in the book, such as 
“private hospitals being nearer and the at¬ 
tention given to patients there are perceiv¬ 
ed to be better”, do not get any mention. 
Similarly, though data on child birth 
shows greater proportion of Caesarean 
sections within the higher social class and 
in the private sector, the authors “do not 
want to assume any relationship to social 
class” (p 88) in this regard. However, the 
review concludes “most of them (the rich) 
prefer Caesarean sections”. Apart from 
these, the review ignores certain metho¬ 
dological issues in the book and the logic- 
used to arrive at some of the conclusions. 

The authors of the book view health as 
a function of socio-economic and en¬ 
vironmental .status, nutrition and preven¬ 
tive medicine. However, in their analysis, 
classification of households according to 
their socio-economic status was retained 
and that according to the environmental 
status was not used (save a brief mention 
of it in explaining the morbidity differ¬ 
ences). Further, the nutritional data col¬ 
lected was abandoned. The reasons given 
for this was the existence of extreme varia¬ 
tion in the type of food consumed, non- 
reporting of food taken outside the house 
and the problems involved in the conver¬ 
sion of local measurements for .some of 
the items. Socio-economic status of a 
hou.sehold was assessed on the basis of per 
capita income, land ownership, educa¬ 
tional level attained by the household 
members and housing condition. Environ¬ 
mental status, on the other hand, included 
six variables—cooking device, drinking 
water, sanitary facilities, disposal of waste 
water, solid waste disposal and existence 


of stagnant water in the surroundings. Ac¬ 
cording to their classiflcation, 93 per cent 
of the sample hou.seholds fell into the 
categories of ’poor’ or ‘somewhat poor’ 
and therefore the environmental status 
could not be used for the analysis. In 
other words, the main hypothesis tested 
in the present work is that health status 
of a population is a function of the socio¬ 
economic status of the households. The 
demographic profile and the health status 
of the people in different socio-economic 
strata in terms of mortality, morbidity, 
disability, consumption of tobacco and 
alcohol and maternal and child health 
have been studied in detail. The health 
care institutions in rural Kerala, the 
utilisation of health services, especially of 
primary health centres and the cost of 
treatment of morbidity have also been 
given due consideration. 

It is necessary to examine .some of their 
conclusions here because we intend to 
argue that these do not follow from the 
findings presented earlier in the report. In 
the concluding chaptea it is stated that 
Kerala has made several achievements in 
basic indicators of health status of its 
population. The authors warn that “this 
general picture, however, warrants an im¬ 
portant qualification and that is the 
higher rate of morbidity not only in com¬ 
parison with all India but with earlier 
studies in Kerala as well” (p 148). The 
“low mortality and high morbidity syn¬ 
drome” in Kerala was earlier pointed out 
by Panikar and Soman (1984).^ 

Some interesting arguments are given in 
the chapter on morbidity and disability in 
the present book. The morbidity rate in 
rural Kerala in 1987 based on the present 
study was higher than that observ^ in an 
earlier study (National Sample Survey: 
1973-74). According to the present study, 
morbidity in Kerala was found to be 
206.39 and in the NSS study it was 71.21 
while the all-India average was 22.46 
(NSS). The NSS study showed that the 
morbidity rate in Kerala was highest 
among the states studied at that time. The 
authors explain the difference in morindity 
rates between Kerala and rest of India 1^ 
stating that “perception level of popula¬ 
tion in Kerala as a whole could be higher 
than say. the rest of India and this might 
show itself in a higher rate of morbidity 
for the former” fp 149). Another related 
conclusion is that morbidity decreases 
with increasing socio-economic status. 

The possible explanations given for the 
higher e.stimates in morbidity in the 1987 
study as compared to that of the NSS 
study are (i) morbidity might have increas- 
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during the period because of changes 
in the structure of the population and in 
the life expectancy, (ii) the ‘perception 
factor’ might have changed during the in¬ 
tervening period due to increased literacy 
rates and a “further medicalisation of 
Kerala society”, (iii) the 1987 study used 
a bigger and better spread-out sample, 
(iv) the 1987 study was better designed 
and the interviewers recorded exact infor¬ 
mation and, (v) the 1987 survey was con¬ 
ducted in the month of July, the monsoon 
period, when generally incidence and 
prevalence of morbidity is 10 to 20 per 
cent higher than non-monsoon months. 
The authors also suggest that health ser¬ 
vice records do not show any dramatic in¬ 
crease in the incidence or prevalence of 
different diseases during this period. 

In the concluding chapter, After warn¬ 
ing that “several factors may be cited as 
contributing to a significant share of this 
higher morbidity and hence the need to 
exercise caution in comparison”, the 
following factors are identified for the 
higher morbidity in Kerala: (i) perception 
factor, (ii) increa.se in the proportion of 
old persons in the population, (iii) detailed 
reporting by the investigators and, (iv) 
period of survey. One notes that the fac¬ 
tors identified here arc almost similar to 
the ones used to explain the variation in 
morbidity over time. Much to one’s sur¬ 
prise, however, each of the above factors 
is then argued to be unimportant. To take 
the important c.\amplc of the perception 
factor, the logic employed to conclude that 
“perception factor need not be given un¬ 
due emphasis”, is “the perception factor 
relates to awareness of the population and 
if people recognise certain situations as 
one of illness there is no reason why it 
should not be treated as such. More im- 
poitantly, the perception factor ought to 
increase with increasing education... Our 
findings show that the rate of morbidity 
decreases with increasing socio-economic 
status” (p 149). 

We may here recall that the ‘perception’ 
factor was used to explain theitigher rate 
of morbidity for Kerala in comparison 
with rest of India. If one agrees that a 
population having higher level of educa¬ 
tion has a better perception level why can¬ 
not the same factor be responsible for the 
variation within the state both over time 
and among social classes? The explanation 
given for this is that the morbidity, in that 
case, should have been higher for the 
upper socio-economic status groups. In 
this context, the authors contrast their 
study with another study by Duggal and 
Amin'* which showed higher morbidity 
rate in the upper social classes. Duggal 
and Amin argued that definition of illness 
is determined by purchasing power of an 
individual. The absence of such a trend 


in the present study is explained as “four 
social classes probably do not differ much 
in their perception of illness. Probably, 
more important than purchasing power 
alone, is a certain critical level of 
awareness about health which is depen¬ 
dent on literacy, availability of health 
facilities and a confidence in being able 
to use them. It would seem that in Kerala, 
even the poorest class has crossed this 
threshold of awareness” (p 78). This state¬ 
ment suitgests that (terception couki be the 
most important factor for explaining the 
higher morbidity and that purchasing 
power need not be so limiting a factor in 
Kerala. The 'ra'iher stringent criteria' 
which was used to cla.ssify the households 
by educational status itself shows that 
even the poorest classes would have cross¬ 
ed the threshold level of awareness. Thus, 
it shows that ‘perception’ is an important 
factor in explaining high morbidity in 
Kerala. So, to suggest in the conclusion 
that perception is not an important factor 
is wholly unjostificd. The only, anomaly 
then is that the higher socio-economic 
group, which supposedly has a higher level 
of awareness, shows actually lower mor¬ 
bidity. This however, we suggest, can be 
explained in the following manner. One 
should distinguish between threshold level 
of awareness and optimum level of aware¬ 
ness as the latter reduces misperception 
about illness. On the one hand, the higher 
levels of awareness could lead to higher 
rates of morbidity in all the clas.ses and 
on the other hand, the optimum level of 
awareness probably achiet^ by the higher 
socio-economic group would have reduc¬ 
ed the morbidity rate due to reduced 
misperception in this class, rhereforc, the 
three factors, i e, the perception factor, 
followed by the peritKi of survey and 
variation in population structure together 
can claim a major share in the high mor¬ 
bidity situation in Kerala. 

Having argued about the unimportance 
of the four probable factors mentioned 
earlier, the authors attempt to identify the 
underlying causes of high morbidity. They 
conclude that high morbidity rate in 
Kerala is due to ‘disca.ses of poverty' 
(mainly infectious diseases) and not due 
to the ‘diseases of affluence' (mainly 
degenerative diseases). Further, they Judge 
that “higher rate ot morbidity in Kerala 
is a manifestation of its continued 
economic backwardness and poverty of 
masse.s". They begin their argument by 
observing that “The pattern of morbidity 
rale shows that the highest rate of mor¬ 
bidity was reported by SESI (the lowest 
socio-economic status group) followed by 
.SES2, SE.S3 and SI-S4 . To reinforce this 
finding, alt other findings show that better 
health status is positively associated 
with higher socio-economic status” 
(pp 149-.S0). 


Even a quick glance at the findings 
shows that the morbidity rate does not 
decrease rnonoionically with increasing 
socio-economic status (p 78). Though 
SESI and SES4 differ in morbidity rates 
by about 40 per cent, the morbidity rate 
in the beiiei-off groups (SES3 and SES4) 
are higher than that observed in the 
somewhat poor' (SES2) group which 
shows the least morbidity among all the 
classes. However, it is true that in the case 
of chronic illness, the morbidity rate 
decrea.ses with increasing socio-economic 
.status. In this case, the rate for SESI is 
18 per cent higher than the rate for SES4 
and SES2 rate is 2 per cent higher than 
SES3 rate. Regarding ‘all other findings’, 
only the disability and birth rates show a 
definite trend of decline with increasing 
socio-economic status. It can be seen that 
variation in death rate is not much among 
social classes when crude as well as more 
refined measures such as standard morta¬ 
lity ratio ate used. Only SESI has a mor¬ 
tality ratio very diffeteni from other 
groups. And the ratio in SES4 is higher 
than the ratio in .SES.I. 

The authors continue their argument 
that “while pattern of morbidity suggests 
a bimodat one in terms of di.seases of 
poverty on the one hand and dq$enerative 
diseas4.s on the other, higher rate of mor¬ 
bidity is due to the former”. However, the 
so-called diseases ot poverty are also 
prevalent in the higher socio conomic 
groups and prevalence of some of these 
diseases is much greater than that of 
degenerative diseases, in these groups. On 
page 74, it is noted that infectious diseases 
account for a minimum of 64.5 per cent 
of all acute illnesses, even in the most 
affluent class, further, the degenerative 
diseases arc also present among the poor, 
and the authors warn that under-diagnosis 
of diseases like diabetes and hypertension 
may exi.st in the poorest class. Scr. it is true 
that the high rate of morbidity in Kerala 
IS mainly doc to the ‘diseases of poverty’, 
but It does not follow that poverty is the 
cau.sc of higer morbidity. Otherwise one 
IS foiced to conclude that the first three 
Si-.S groups m the classification do not 
have much variations in their socio¬ 
economic status. 

If by .‘diseases of poverty’ the authors 
mean diseases prevalent among poor 
population groups, then the argument 
wou|d presumably be that the total mor¬ 
bidity rate was pulled upward due to the 
higher morbidity experienced by these 
groups. l ot example, it can be shown that 
if pievalcnce laie is defined for 1,000 
population <i e. the whole population is 
taken as the exposed group), and if the 
.sample is equally distributed in all SES 
groups (i e, 25 per cent in each group): 
then given the observed morbidity rates 
prevailing, the overall morbidity rate 
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would increase from 169.4 to 182.9 (for 
acute illness only). In the case of chronic 
illness, this would change from 139.29 to 
139.25. This means that distribution of 
sample across various groups would not 
have contributed to the higher morbidity. 
This is more so, when we understand that 
the morbidity rate is much lower in SES2 
(lowest among ali SES groups) which ac¬ 
counts for 49 per cent of the total sample 
households. Here one should also note 
that the health inequalities was studied 
using ‘rang^ as a measure. The defects of 
‘range' as a measure of inequality are well 
known and appears to have affected the 
conclusions made in different chapters of 
the present work. 

The study concludes that ‘nearly* half 
the doctors and a little more than half the 
beds in the modern (allopathic) medical 
system in the private sector are in rural 
areas and the data for both ayurveda and 
homeopathy show that about 80 per cent 
of private sector care is concentrated in 
the rural areas. The finding also shows 
that 47 per cent of the poorest utilise 
private care. This has been partly explain¬ 
ed by the spread out and better quality of 
private care. Given these facts and the ex¬ 
pansion of the private sector in the rural 
areas, questions can be raised about the 
purchasing power of the people Only with 
a certain level of purchasing power can 
people make a choice between government 
and private care. Therefore, further ex¬ 
planation is required to understand the 
high rate of utilisation of private health 
care even by the poorer groups. 

In the conclusion, two issues have been 
identiHed which can form part of health 
education and awareness. First is the 
“need to de-emphasise the medicalisation 
of such normal phenomena as pregnancy 
and child bearing” (p 153). The book on 
many occasions emphasises the fact that 
higher rate of decline in IMR and mater¬ 
nal mortality in rural Kerala was the result 
of higher medical attendance at birth and 
higher proportion of mothers receiving 
antenatal care. Further, it is argued that 
perinatal mortality constitutes a major 
part of infant mortality and that it can be 
avoided in hospital deliveries (pp 6,87-88, 
90, 94-95). The study does not subscribe 
to home deliveries ‘‘in the prevailing cir¬ 
cumstances in rural Kerala" and advocates 
hospital deliveries because it provides bet¬ 
ter protection to both mother and child. 
Now, by medicalisation, the authors'are 
referring presumably to the higher rate of 
Caesarean sections among the higher class 
and in the private hospitals, then increas¬ 
ing health education and awareness in 
itself are not sufficient to deal with it. 
These are tendencies of commoditisation 
of health and need to be countered 
politically. 


And finally, we suggest to note that 
when classifying the households according 
to the socio-economic status, a weight of 
0.35 was given to the income on the basis 
of its value in understanding health 
(p 130). The hypothesis that socio¬ 
economic status has an impact on health 
status of individuals or a population 
.group is a valid one. We also agree that 
socio-economic variables that have direct 
relevance to health status should be taken 
for the Analysis. But the moment one 
classifies the households by giving weigh- 
tage to different variables on the basis of 
their value in understanding health status 
and not on the basis of their value in 
understanding socio-economic status, the 
hypothesis becomes an assumption. 

We may also make a few minor obser¬ 
vations regarding the methodology used. 
One observes that (p 27) classification by 
educational level, as given in the book, is 
overlapping. Note that a household will 
fall into the category 2 if it has “al least 
one member having high school level 
education but none with above high 
school level education” and into category 
3 if it “has more than one member with 
high school level education and or at least 
one member with above high school level 
education". This does not make the cate¬ 
gories exclusive, because seme households 
can simultaneously belong to more than 
one category. A .similar case applies for 
category 3 and 4 too. Further, it is known 
that 2 per cent of Kerala's households have 
all their members illiterate, with a larger 
proportion in the rural areas. One should 
note that not even a single household was 
found to be illiterate in the sample drawn 
in the pre.sent study and the household 
with least educational level was one hav¬ 
ing a single member with seven years of 
schooling. The classification of house¬ 
holds by type of roof used, has a category, 
“if the roof was made of sheets—-asbestos 
or others”. Only I per cent of sample 
households fell into this category. 
Anybody with a basic knowledge of rural 
Kerala knows that such hou.se$ arc very 
rare in Kerala. Then why was such a 
classification adopted? Was it merely 
because this is a standard cla.ssification 
adopted in housing? Again, in the group¬ 
ing of households by environmental status 
the'r is a surprising lack of understanding 
of rural Kerala. It is known that the 
percentage of people using modern wood 
burning stove or kerosene stove is very 
small in rural Kerala (it was I per cent 
each). The construction of environmental 
status groups is prc^bably also affected by 
the rankings given to sanitary facilities, 
solid waste disposal and existence of stag¬ 
nant water. 

Apart from the issues discussed above. 


there are many minor errors in the book 
that could have been avoided by proper 
editing and proof reading. One such er¬ 
ror is that Kerala was formed in 1957 and 
this is mentioned in more than one place. 
To our knowledge the state of Kerala was 
formed in 1956. Secondly, two studies by 
I^nikar and Soman are referred to. The 
study published in 1984 is wrongly refer¬ 
red to as Hinikar and Soman (1985), again 
in more than one place. On page I, 
McKeown (1985) is referred to and in the 
references it is McKeown (1987). There are 
more such errors which could have been 
avoided. In spite of the drawbacks of the 
book, we appreciate the commitment of 
KSSP and the authors for their efforts. 
The data collection represents, a unique 
undertaking and would surely have 
resulted in a rich data base. The attempt 
to link socio-economic status with health 
status is also commendable. We suggest 
that before taking the main conclusions 
of the study into confidence, it is better 
to have a more detailed analysis of the 
data collected both by classifying house¬ 
holds by different variables and by 
employing alternative measures of ine¬ 
qualities in health. 

The widely acclaimed achievements in 
the basic health indicators of Kerala 
matks the less obvious unhealthy features, 
as the present book also points out. When 
health is conceived as complete well-being 
of an individual or a population and 
‘Health for All’ becomes a developmen¬ 
tal objective, how can a population having 
high morbidity, a suicide rate higher than 
some develop^ nations (with 70 per cent 
of suicides among the youth) as the study 
shows, be considered healthy? 
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Disadvantaged Agriculture 

While irrigated crops and those with access to modern farm lechnolofty 
have been the principal beneficiaries of the green revolution, dry crops and 
droughi-pronc regions like Karnataka too have shared the gains 
of agricultural growth, though to the accompaniment of higher 
inttabiliiy of yields and increased costs of cultivation. A>2 The poverty 
problem is acute in the semi-arid tropics, but is not beyond solution. Rather 
than land redistribution by itself, a package comprising raising education 
levels, providing a pair of bullocks, increasing irrigation and raising wage 
rates should be the policy objective. A>9 Management of saline and water¬ 
logged soils calls for a collective approach and co-operatives can play a 
significant role provided differential persuasion and education strategies are 
adopted. A-IA 

Salinastroika 

The Mexico of the nineties is becoming more like Huxley's Btave New 
WoHd then King Arthur's Camelol, with the short-term gains of economic 
reform comii* at the cost of the dismantling of the economy and the 
disintegration of society. SSI 


Hindu Nationalism 

A study of three significam and 
cumulative episodes of ideological 
construction from the history of 
Hindu nationalism—the shaping of 
socio-ieligious reform movements, 
the birth of the Hindu Mahasabha 
in the wake of ih: Khilafat 
movemeni and the ideolagical 
deveiopmem of the *RSS complex- 
leads to a theoreiicai perspective; 
different from the 'primo^ialisi' and 
'insirumenulisi' ones, on the genesis 
and dpfdopment of Hindu 
nationalism as an ideology. S17 


Ikx-^aring 

There is a strong case for moving to 
a system of tax-sharing between ihe 
centre nnd the states under which 
tax-devolution is determined as a 
percentage of ^ss tax revenue in 
place of Ihe picseni arrangement of 
including certain taxes in the 
divisible pool and excluding 
others. S2S 


Land Distribution 

The pattern of inira-generaiionai 
economic mobility of agricultural 
households can provide a useful 
analytical focus for the study of 
changes in land distribution. A-29 


Human Rights 

The Koyyuru kidnapping of a tribal 
MLA and five government employees 
has raised important questions about 
Ihe advisability of expanding the 
concept of human rights and thereby 
enlaiging the area of human rights 
work. Should it confine itself to 
maintaining a crime audit of the 
state or does it have any 
transforming role within a 
democratic set-up? 4S5 

Not Level 

The Dunkel Draft provisions 
climinaiing controls on foreign banks 
will be detrimenial to Ihe iniencsis 
of developing countries. Sn 


The government in India has failed 
to ensure a level playing field for the 
naiionalised banks vis-a-vis the 
foreign banks by. on the one hand, 
allowing the foreign banks to 
make profils by any means and, 
on the other, not allowing the 
nationalised banks to be managed 
professionally. S99 

New Face 

In Ihe context of Ihe present lurmoil 
in India, it is important to 
understand the fundamental 
difference beivuccn traditional 
communalism and the aggressive 
*Hindutvav«d' of today. 499 

Vicious and sustained communal 
propaganda by the Shiv Sena and its 
state of preparedness for violence, a 
communalised police force and 
tensions within the state Congressfi) 
all contributed lo the extensive 
communal violence in Bombay in 
January. S95 

Lost Experience? 

Fur Russia facing intense pressure to 
globalise its economy and lo 
subjugate itself lo market foices, 
India's past experience in combining 
state iniervcniion with the market 
mechanism is of particular 
relevance. SIS 


Crop Insurance 

A study of the operation nf the 
comprehensive crop insurance scheme 
in Raigad districi in Maharashtra 
highlights Ihe meagre coverage of the 
scheme in terms of the number of 
farmers and the area under crops 
and the unaiiraciiveness of the 
compensation for crop loss. A-2S 

Wall Street Populism 

Presideni Clinton provides symbolic 
gratification to some pillar 
De m o cra tic constituencies while 
eiiendina substantive economic 
concessions to bankers, real estate 
opemion and high tech 
capitalists. $>R 









LETTERS TO EDITOR 


Politics of Disease 

THERE-, are annual epidemics of cerebral 
malaria in south Bihar but newspapers 
usually report them as attacks of 
‘mysterious’ disease even though, almost 
invariably, there is sufficient information 
in the reports—for instance the presence 
of eight Plasmodium falciparum slides in 
the samples tested in a Palamau village, 
{EPW, November 28. 1992) to point to 
this. 

Your correspondent speaks of ‘exces¬ 
sive’ spraying of DDT. This year spraying 
started in February and yet to date hard¬ 
ly any Matho (E’aharia) villages in this 
district have been sprayed. In fact, 
hospital bungalow, I stay in, has the spray¬ 
ing date on the wall—but has not been 
sprayed. Last year I suffered' from 
falciparum malaria thrice (twice confirm¬ 
ed by our laboratory). 

On the other hand kala a/ar is nowhere 
near as prevalent among the Matho.s. This 
despite the fact that our district had the 
highest number of kala a/.ar cases 
reported in Bihar between 1987 and 1989. 
The Mathos have an especially high 
prevalence of kala a/ar. But tuberculosis 
and malaria each kill more Mathos than 
does kala a/ai. Also, large numbers of 
people who do gel treated for kala azar 
are not really kala azar patients. Tuber¬ 
culosis, IS no dubt, more a disca.se of the 
hungry than of the well fed. But in an 
article cn an analysis of Malaria in the 
Punjab (hPW, .laiuiary 25. 1992) show¬ 
ed epidemics hit harder in the years of 
famine. 

The term 'starvation death’ is rather 
alarmist and it is refuted quickly and 
taken with a pinch of salt by most 
newspaper readers (including politicians). 
May I suggest that the deaths in I’alamau 
be called ‘deaths caused by malnourish- 


ment’ or ‘deaths due to disease and 
hunger”. Pure starvation—when people 
have to eat grass and roots—is probably 
happening in Palamau, now in March, 
nearly six months after the situation 
reported. The central government has 
finally recognised the drought—but will 
this actually help the starving? Even to¬ 
day a radio shop in Garhwa remembers 
that their best .sales were two decades ago 
in the last m.-ijor drought—the govern¬ 
ment officials were richer than usual. 
Maybe this year it will be televisions. 

f'K.ABIK 

St Luke’s Hospital 
Hiranpur 

Lessons of History 

WE, the participants of the Annual Meet 
of Medico Friend Circle, meeting in 
Calcutta, condemn the violence that has 
gripped the country since the events of the 
December 6, 1992. As an organisation 
comprising doctors and others concern¬ 
ed with people’s well-being, we arc par¬ 
ticularly distressed at the organised 
violence directed at Mu-slims, as it hap¬ 
pened in Bombay, recently. We further feel 
concerned about the fact that this violence 
took the form of a mass mobilisation, 
armed with an ideology directed against 
a minority community and being controll¬ 
ed by organised forces. These arc the very 
conditions which give ri.se to fa.scism. This 
is the first lesson, the history of Nazi Ger¬ 
many teaches us. 

Some of us, as members of the medical 
profession are painfully aware of the fact 
that the ideology of communalism has not 
spared our fraternity, either. If the 
Bumbay-riots saw physicians treating riot- 
victims being threatened by fascist forces, 
earlier riots in Indore, witnessed doctors 
enquiring the victim’s religion before 


treating them. The involvement, willing or 
unwilling, of the medical profession in 
‘purging’ is crucial for fascism to flourish. 
This is the second lesson that the history 
of Nazi Germany teaches us. 

We ate shocked at the reports of studied 
inaction of the police, the administration 
and the political leadership, while the 
virulent plague of communalism was 
devouring the secular spirit of our nation. 
Our concern turns into anger when we 
hear reports of the collusion of police with 
arsonists, and their involvement in caus¬ 
ing deaths of innocent citizens, particular¬ 
ly innocent Muslim citizens. We, as the 
citizens of the largest .secular democracy, 
can ignore this communalisalion of state 
machinery only at our own peril. This is 
the third lesson that the history of Nazi 
Germany teaches us. 

We fear that all this together will dri-/e 
people into ghettos of their own religions. 
The minority community will be the one 
to suffer the most, in consequences of this 
‘ghettoisaiion’. Such a process can only 
further lead both the communities into 
the folds of religious fundammtali.sm, 
creating an environment .of insecurity and 
of irrational fears. Even secular in¬ 
dividuals from minority communities will 
not be spared as they will either face the 
threat of physical elimination, or the 
pressure of seeking asylum from fun¬ 
damentalist forces of their own religions. 
In the long run. secular individuals from 
the majority religion will also be targeted. 
We condemn all religious fundamentalism 
in ally form because such an environment 
provides a fertile ground for a ‘willing’ 
sui render to authoritarianism. This is the 
fourth lesson that the history of Nazi Cier- 
many teaches us. 

History repeats itself if we forget the 
lesson it teaches us. All of us, who believe 
in a just, rational and humane society, 
must speak out now, if we arc to preserve 
our right to speak out ever. The space 
available to us is closing in. I et us act now, 
for inaction will not protect us from the 
holocaust. Iztt us, doctors and health- 
workers believing in an ethical profes¬ 
sional conduct, act now, before we are 
humiliated into surrendering to fascism, 
let us expose fascist forces around us. Let 
us demand forthright elimination of all 
rcligio-cultural practices from state func¬ 
tions and offices, let us demand that 
boundaries of religion not interfere with 
the exercising of fundamental rights such 
as the right to life and well-being and the 
right to equality and justice. 
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Industrial Negligence 


T he death of 11 people in Bombay last week due to 
industrial negligence and the events which unfolded 
subsequently are a grim portent. They show in microcosm 
the decay in the magniHcently constructed structure of con¬ 
trols on environmental and industrial pollution. If the 
defaulting company. Centcry Rayons, can cock a snook at 
the state authorities today and refu-se to close down the plant 
citing economic and financial considerations, it is only 
because the state has in the past, notwithstanding the gran¬ 
diose pronouncements of concern for the disastrously'under- 
monitored industrial scenario, lacked the will to assert its 
authority. Nor has the judiciary taken the issue of industrial 
negligence seriously. While much has been made of the lack 
of operational expertise and weak links among agencies at 
the local level, the more serious concern is the deliberate in¬ 
effectiveness which has been incorporated into the structure 
of state control. 

The Century Rayon plant which spewed out the toxic 
chemicals is among the oldest in the area, although now there 
are a number of chemicals, dyes and synthetic yam manufac¬ 
turing units there. Many of these industries use a drain which 
flows into the local river as an outlet for effluents which are 
supposed to be treated but are often not. What happened 
last week was hardly a unique occurrence: According to'the 
statement by the Maharashtra minister in the assembly, the 
leakage of the toxic gas, claimed to have been hydrogen 
sulphide, occurred because of a malfunctioning switch which 
failed to trip when the in-house power supply ceased and 
thus failed to activate the' Maharashtra State Electricity 
Board’s supply, giving rise to the overflow from its spin bath. 
This in turn was in excess of what the effluent troitment plant 
could handle and so was discharged into the drain in its toxic 
state A typical case of an accident occurring in spite of .safety 
measures being taken. However, as in the case of every such 
typical accident there is a long story of negligence. 

For one thing, there is much speculation about the nature 
of the fluid discharged, though some experts now believe it 
to have been a mixture of gases including possibly a 
neurotoxin, carbonxlisulphide which were released when the 
excessive flow of unneutralised sulphuric acid reacted with 
the water and the organic matter in the drain. Moreover, 
villagers io the affected area say that while this particular 
episode was unusual, the water in the river and the drain has 
never been anything but of various colours and nor has it 
been odour-free. There are also reports that the temporary 
workers who were employed to neutralise acid were not on 
‘*duty when the mishap occurred and, more importantly, that 
accidents ha^e occurred earlier, giving rise to fumes within 
the unit. The company has also claimed that the problem 
may not be theirs since a number of other units also discharge 


their effluents into the drain. 

This confusion about the nature of the effluent discharged 
points to the utter neglect of recommendations made by 
several committees that informatibn on the process of 
manufacture and the nature of the chemicals used must be 
readily available to people at large and certainly to the pollu¬ 
tion control authorities. The stale’s response has been to set 
up an all-purpose panel headed by three experts and the chief 
engineer of the Maharashtra Pollution Control Board 
(MPCB). This, it may be noted, is the fourth such panel in 
six years. The First was set up under the able expert, R K 
Garg; the second, the Kale committee, was set up to look 
into the recommendations of the Garg committee; and a third 
was set up in 1990 again under Garg on the recommenda¬ 
tions of the Supreme Court. Among the many recommen¬ 
dations which have never been implemented, of relevance 
here is the requirement that chemical units should ensure that 
in the 2a$e of accidental release of effluents the spread is 
kept within the limits of the unit. 

The manner in which the accident has been handled also 
shows a lack of preparedness on how to handle an emergency. 
Even while the crime branch of the Thane police is in¬ 
vestigating the incident and the Ulhasnagar and Kalyan civic 
bodies under whose jurisdiction the plarit and the village fall, 
have served notices to the company threatening to cancel its 
operating licence; the four top officials of the plant who had 
been arrested on a complaint by the MPCB under instruc¬ 
tion from the environment ministry on charges of causing 
death due to negligence (culpable homicide not amounting 
to murder) have been released on bail. Again, under the En¬ 
vironment Protection Act, the factory has been ordered clos¬ 
ed but the company has refused to comply claiming that the 
order would become effective only if the investigating team 
found a prima facie case of negligence. It has also claimed 
other reasons for its adamancy: That since it is a continuous 
process unit, closure would damage the machinery as a result 
of solidiflcation of the intermediate chemicals; that closure 
would render its S.SOO-strong workforce jobless since the 
company is not in a position to retain them lor the duration 
of the closure; and that it being one of the largest suppliers 
of yarn to powerloom and handloom units, they would suf 
fer losses. It has also managed tc ‘persuade’ its INTUC-lcd 
union to petition the government against the closure claim¬ 
ing that up to now it has been a ‘safe’ unit (a claim that has 
been challenged by individual workers and others). 

Clearly the lack of a single state authority with sufficient 
powers to enforce its decisions is obvious. And this in spite 
of the supposedly progressive nature of legislative reform 
on the issue The Environment Protection Act was passed 
in 1986 with the Manufacture, Storage and Import of 
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Hazardous Chemicals Rules being for¬ 
mulated three years later. Last year (he 
ministry with the pollution board pre¬ 
pared a I i of 17 categories of ‘most 
po’ ling' industries giving them a tight 
deadline for enforcing pollution stan¬ 
dards. lanuary 1993 was declared the 
compliance month and a cell has been set 
up in the Central Water Pollution Board 
to monitor the results. Sometime around 
then the min.siry also released a well- 
documented manual to avert Bhopal-type 
industrial disasters listing some 436 
chemical industries and detailing model 
off-site and on-site disaster management 
plans. There is therefore tons of material 
on how to prevent disasters and accidents 
and to cope with them if they do occur. 
Only each of these moves have brought 
a baggage of confusing lines of respon¬ 
sibility and a network of loopholes. 
Moreover, the state’s lack of sincerity i. 
indicated by the fact that it has consistent¬ 
ly failed to allocate sufficient financial 
and otlv.‘i resources for the monitoring 
agencies it has set up. According to the 
recent report of a committee headed by 
M Belliappa, chairman, TNPCB, set up 
to examine the need for an all-India en¬ 
vironmental service, most state PCBs 
function at sub-optimal levels because of 
insufficient financial support. Add to this 
the legal system’s spectacular failure to 
uphold people’s rights time and again on 
the issue of industrial negligence where 
the trend has been to succumb to the argu¬ 
ment that rendering private investment 
idle is a gicater tragedy than endangering 
people’s safely. 

In the circumstances the only option 
available, and perhaps that is just as well, 
is to create mass awareness and mobilise 
people to oppose the operation of hazar¬ 
dous uni,s. But this, in the unfolding 
scenario of dwindling employment oppor¬ 
tunities and the slate’s increasing resort to 
repressive measures, is a limited option. 

STOCK MARKET 

More Bank Funds 
for Shar<»s? 

THE union f'liance minister has been 
repotted as having assured the Bombay 
stock exchange fraternity, in the course of 
his highly publicised ’ morale-boosting 
meeting with them this week, that he 
would ask the Reserve Rank to consider 
their demand for more liberal bank ad¬ 
vances against shares However, both from 
the macro-ccunoniic angle and from the 
standpoint of what Manmohan Singh has 
himself termed as healthy and orderly 
growth o' stock market activities, it is in¬ 
advisable to allow larger bank advances 
against shares. 


If the demand for company shares and 
debentures is contained within the limits 
set by the genuine savings of the com¬ 
munity on the basis of investors' percep¬ 
tions of effective yield, liquidity and risk, 
the resultant levels of share prices and 
price-earning ratios could be deemed to 
be relatively rational and healthy. On the 
other hand, speculation supported by out¬ 
side funds cannot but play havoc with 
share prices. This is (he one lesson which 
has to be learnt from (he securities scandal, 
the root cause of which was precisely the 
investment of vast bank funds in company 
shares. The over 267 per cent explosion 
in market capitalisation from Rs 75,348 
crore at end-March 1991 to Rs 2,76,434 
crore at end-March 1992 and the similar 
jump from 19.3 in 1990-91 to 44.3 in 
March 1992 in the average price-earning 
(P/E) ratio which resulted were clearly ar¬ 
tificial and unhealthy. Even at its current 
level, the average P/E ratio continues to 
be higher, by at least one-half, than the 
generally accepted reasonable level of 
about 20. 

It may be argued that some relaxation 
of the present norms which limit loan.s 
against shares to Rs 3 lakh per borrower 
with similar modest limits on bank ad¬ 
vances to brokers as well as an overall limit 
of not more than I.S per cent of incremen- 
mI deposits of banks on advances against 
shares may not really do any harm. But 
(his argument is misleading. In the first 
place, when the overall guiding principle 
is still one of credit restraint, including for 
productive activity, any liberalisation of 
the flow of bank funds to share dealers 
and other holders of shares cannot be 
justified. Secondly, even modest loan 
portfolios against shares and debentures 
can be used as loopholes to cumulatively 
build up large bank lending against such 
assets. Thirdly, bank advances against 
shares have a tendency to be sticky, so that 
when credit restrir^ions have to be tighten¬ 
ed, it is lending for the productive sectors, 
and particularly that to small borrowers, 
which has to bear a dispropoi tionate 
burden of the credit restraint. In broad 
macro-economic terms, at the present 
stage of the country's economic develop¬ 
ment, no worthwhile purpose can be serv¬ 
ed by artificially boosting the share 
r. arket with bank advances and in the 
process pushing up market capitalisation 
and P/E ratios to worse contrived levels. 

It is for the same reason (apart from 
other macro considerations) that the per¬ 
mission granted to foreign financial in¬ 
stitutions (FFIs) to make portfolio invest¬ 
ment in the Indian capital market is in¬ 
defensible. That the move will anyway 
achieve very little is evident from the fact 
that while about 20 FFIs have registered 
themselves with the SEBI/RBI, very little 


foreign investment has actually come into 
(he capital market—for the'simple reason 
that the prevailing level of share prices is 
already unreasonably high and hence the 
P/E ratios are unattractive, despite the 
many concessions extended in direct tax¬ 
ation (only 20 per cent tax on income, 10 
per cent tax on long- term capital gains 
and 30 per cent tax on short-term capital 
gains). 

SMALL SAVINGS 

States'’ Loss 

THE sharp decline in small saving collec¬ 
tions cannot go unnoticed. From Rs 7,200 
crore provided for in (he budget estimates 
for 1992-93, the figure has been scaled 
down to Rs 5,500 crore. Until 1991-92, the 
first year of (he new economic regime, 
small saving collections were constantly 
on the increase. Between 1988-89 and 
1990-91, the increase was of the order of 
56 per cent. Still the only context in which 
the substantial decline in small savings 
seems to have merited mention in the 
budget speech is (hat of expenditure con¬ 
trol and how the “reduction of Rs 1,300 
crore in the requirements for loans to 
states again.st small saving collections’’ has 
provided the finance rqinistcr with the 
wherewithal to offset increases in expen¬ 
ditures under various heads. 

With three-fourths of small .saving col¬ 
lections earmarked for distribution to (he 
states, the stake of the centre in these 
collections has naturally come down. The 
centre has therefore been encouraging the 
introduction of competing saving instru¬ 
ments, realisations from which arc either 
not shared between the centre and the 
states or are entirely appropriated by cen¬ 
tral institutions. The final blow was struck 
when the present finance minister decided 
to drastically curtail various tax incentives 
which small savings attracted hitherto, 
even though the cost of these incentives 
was borne by the states themselves and not 
by the centre since 85 per cent of the in¬ 
come tax collections now devolve on the 
states. 

That the provision lor receipts from 
small savings in 1993-94 has been kept at 
(he same level as (hat in I992-93(RE) can 
only be regarded as an exercise in unwar¬ 
ranted optimism, meant perhaps to 
reassure the states on the one hand and 
the Tenth Finance Commission on the 
other that erosion of (his resource base for 
the states has more or less been arrested. 
The finance minister has spoken of the 
uptrend in small saving collections in re¬ 
cent months, but has refrained from indi¬ 
cating the extent of this uptrend. On the 
other hand, given the prospect of “heavy 
maturities falling due next year” (hat the 
finance minister refers to, the greater 
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Ukdihood is of a further decline in small 
saving collections and correspondingly in 
central transfers to the states on this score. 

An important question that arises in 
this context is whether the finances of the 
states can be left to the whims of the cen¬ 
tre in the manner it has been happening. 
\bar after year changes are made under 
shared resource heads with absolutely no 
consultation with the states. For instance, 
did anyoiK ascertain the states' preference 
as between withdrawal of income tax in¬ 
centives for small savings and decline in 
small saving collections? The present 
finance minister has been an active player 
in the matuigement of federal Tmances in 
one capacity or another for almost a 
quarter of a century. So he should have 
known that a choice was involved and also 
what the sutes’ preference would be. If 
he still chose to do the opposite, it only 
demonstrates how easily the states’ in¬ 
terests are given the go by. 

DRUGS 

Self-Regulation 

Reconsidered 

STATE regulation aimed at monitoring 
and controlling the pharmaceuticals 
market has been the main plank of the 
drug consumer movement in India. This 
has generated a wealth of relevant lite¬ 
rature which in turn has enhanced con¬ 
sumer awareness. There is no doubt that 
this has yielded results. For, although the 
Indian state has not been capable of large- 
scale reform as has been carried out in 
Bangladesh and been attempted in 
Pakistan and Sri Lanka, it has b<Kn con¬ 
scious of its welfarist roots and has-held 
the industry at bay. It has yielded to 
pressures to initiate proces.ses towards such 
a change, but with little intention of ac¬ 
commodating more than the minimum of 
change. This is what happened to the 
Hathi committee whose recommendations 
were nevef taken seriously except in a 
piecemeal fashion. 

Now, however, with the changing eco¬ 
nomic environment, there appears to be 
a move to jettison the welfare mask 
altogether. 

. In the circumstances, while there is need 
to keep up pressure on,the government, 
there are serious limits to what it can ac¬ 
complish. So far consumer movements in 
third world countries, especially in India, 
have focused on state regulation, paying 
little attention to the concept of self- 
regulation by industry. In fact, any move 
towards self-regulation has bMn viewed 
with suspicion as industry’s clever tactic 
to persuade the state to drop harsh 
measures. However, in .some countries 
consumer movements have promoted and 


effectively used self-regulation in industry. 
In Australia, for insunce when weak state 
regulation failed, the self-regulation 
scheme was rejuvenated for a monitored 
period of three years and it proved to be 
mote effective in checking unethical prac¬ 
tices. There were several reasons for this, 
among them pre-publication monitoring 
of advertisements for compliance with the 
code, post-publication surveys conducted 
independently by professional associa¬ 
tions of pharmacologists and the fact that 
the scheme was monitored the Trade 
Practices Commission which was to 
deade on whether state regulation should 
be reintroduced. Needless to say these 
conditions do not obtain in a country like 
India. Nevertheless, it is necessary to ex¬ 
plore other ways of regulating the phar¬ 
maceutical market in the event the state 
succumbs to pressures from the industry. 

There is also the fact that liberalisation 
will make for a larger presence of tiansna- 
tionals through direct investment, 
mergers, take-overs, technical collabora¬ 
tions and so on. This in a serue brings into 
emphatic focus the international nature 
of corporate crime in the pharmaceuticals 
sector. Transnational companies have used 
countries with weak regulations for 
various purposes: to test hazardous pro¬ 
ducts, to dump products banned in other 
countries and to market their array of 
useless me-too drugs. Ciba Geigy which 
at one time was among the prime culprits 
as far as the consumer movement was 
concerned has not only cleaned up its act 
but in 1986 even promoted a programme 
called the Risk Assessment of Drugs— 
Analysis and Response (RAD-AR) whose 
goal is to get companies to be more open 
about the risks associated with their pro¬ 
ducts and facilitate a dialogue with in¬ 
dustry critics. Such programmes need to 
be supported in third world countries as 
well and especially in India where profes¬ 
sional groups have been associated with 
the consumer movement. In short, there 
is much to be said for the argument that 
too narrow a focus on state regulation 
may bring consumer activism to a stand¬ 
still and too negative a stand on self- 
icgulation in industry may mean that con¬ 
sumer movements may lose the oppor¬ 
tunity to get a foot in the door that has 
been closed for so long. 


EFF LOAN 

Farcical Postures 

THERE have been subtle hints obviously 
planted, that the government has decided 
to put off approaching the IMF for an 
extended fund facility (EFF) loan. The 
earlier decision was apparently to resori 
to the EFF loan as a back-to-back ar; 


rangement with the S2.3 billion stand by 
loan, the 20-month period of which comes 
to an end in May this year. It i.s not clear 
when second thoughts began to be enter¬ 
tained within the government. The govern¬ 
ment's memorandum of economic policies 
for l992-9t submitted to the IMF in early 
June 1992 had been quite categoric: “It 
Igovernmentj recognises that the process 
of reform recently initiated repteseiiis only 
a beginning and that the reforms need to 
be broadened and deepened so as to im¬ 
prove efficiency of resource use in the 
economy and thus achieve a higher and 
sustained rate of economic growth and 
cniploym(;.nt creation in the context of a 
viable external position and stable relative 
prices. In this conicvt, it is the govern¬ 
ment’s inientiqn to request conversion of 
the current stand-by arrangement into an 
extended arrangement with a suitable 
blend of enhanced structural adju.siment 
facility (ESAF) funding to lend support 
to India’s mediuin-terni programme of ad¬ 
justment and structural change, while 
maintaining a inaiiageable debt profile. It 
is our expectation that this conversion 
would take place by November 1992”. 

The reason for the government wanting 
to pul off t*- ' ! I F deal is ostensibly its 
perception that the balance ot payments 
situation has improved considerably and 
th.?t the external tinanciiig gap for the 
next three years has narrowed from S 3 
billion lo'about S 2.S billion a year. The 
whole (to.slure is farcical, a.s if a three- 
month posiponcmcnt is ol any signi 
ficance at all. when the governnieiil has 
taken the all-imporiain decision to co'li¬ 
mit the country to acicp'ing the tar 
reaching conditionalities associated vsiih 
the three-year adjiistnieiit programme 
under the EFF and the E.S/\F of the IMF. 
There is clearly no change in the govern - 
meni’s perception that the globalisation 
of the Indian economy cannot take off 
and the associated vast lureigii invest¬ 
ments—direct or porttolio-- will not 
materialise unless Inditi '.dhjects tts«.lf to 
the IMF’s EM7ESAF discipline. 

The inspired hints ol he approach to 
the IMF being delayed seem thus intend- 
ed to take care of the poliiica; opposition 
to the move. In the first place, there might 
be demands that any policy liumework 
paper agreed to with the IMF wliile parlia¬ 
ment is in session tic lahleii in paii.ameni. 
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Secondly, ii is possible that the govern- 
meni realises that some of the agreed 
policy preconditions such as the exit policy 
and changes in labour laws might take 
time to comply with. Thirdly, and perhaps 
most important of all, elections in the 
erstwhile BJP-ruled states have in the 
ordinary course to be held by November 
1993. 

in substantive terms, a three-month 
postponement will make little difference, 
for once the political clearance is given 
from the Indian side, the IMF bureaucracy 
can tie up things quickly. The experience 
of the 1981-82 EFF loan is instructive in 
this regard. Once the then prime minister 
Indira Gandhi agreed to the IMF demand 
for liberalisation of capiuil goods imports, 
events moved very fast. The letter of intent 
along with the detailed memorandum of 
economic policies was sent to the IMF by 
the then finance minister R Venkataraman 
on September 28, 1981, the IMF staff cir¬ 
culated their appraisal document on 
October 6, 1981 and this was considered 
and approved at the November 9, 1981 
meeting of the IMF’s Executive toard. 
Unlike in 1981-82, the current EFF 
negotiations are in continuation of the 
borrowing arrangements and the associ¬ 
ated policy commitments already accepted 
by India in the past two years or so. Since 
July-September 1990, India will have bor¬ 
rowed as much as $ 5,676 million from the 
IMF (including the S 325 million due in 
May this year .fter the final review of 
stand-by. arrangement). 

The minds that matter in the govern¬ 
ment of India and the IMF are already 
made up on the EFF loan. An IMF of 
ficial has written, in an article on India, 
in the IMF-World Bank’s journal. Finance 
and Development, that “a medium-teim 
adjustment programme is now being 
drawn up, aimed at deepening the reforms 
and reversing the legacy of protectionism 
and direct controls". A senior finance 
ministry official has stated quite 
categorically in a newspaper article that 
“we would be discussing the i.ssue of fiscal 
deficit with the International Monetary 
Fund. The figure of a 4 per cent fiscal 
deficit has been used, but in the light of 
the possible positive response to fiscal 
stimulus, the deficit of 4.5 per cent 
targeted in the budget is'not unreasonable. 
We hope to convince them on that. I 
would say that the deficit needs to be re¬ 
assessed in the light of the progress made 
in the economy?' The reference is to the 
fiscal deficit target for the year 1993-94 
which falls under the medium-term pro¬ 
gramme referred to by the IMF official 
quoted earlier. Finally, major policy deci¬ 
sions announced in recent months, in¬ 
cluding the drastic reductions in customs 
and excise duties, amendments to labour 


laws, the setting up of the national renewal 
fund (NRF) and a series of changes in 
banking and moneury regulations, are in¬ 
deed part of the ongoing commitments 
being made by the government under an 
extended IMF programme in conjunction 
with the structural adjustment loan pro¬ 
gramme (SAL) of the Wbrld Bank. Any 
suggestion of the EFF loan being put off 
by the government is therefore thoroughly 
misleading—no doubt deliberately so. 

PAKISTAN 

Changing Equations 

IN the last week of February prime 
minister Nawaz Sharif appointed a two- 
man committee to review political opinion 
on repealing the Eighth Amendment, thus 
providing a renewed focus for the off-and- 
on debate on whether the country’s Con¬ 
stitution should be restored to its pristine 
1973 form. The controversial amendment 
was promulgated by general Zia ul Haq 
in IM5 after the partyless elections and 
the appointment of Mohammed Khan 
Junejo as prime minister and was meant 
to safeguard both the powers of the presi¬ 
dent and the many mutilations of the con¬ 
stitution which had been perpetrated by 
the general under martial law. Under the 
Eighth Amendment, the president has ab¬ 
solute powers to dismiss parliament on the 
ground that the governance of the federa¬ 
tion has become impossible or on virtually 
any other pretext. Fte instance; Zia ul Haq 
used the Eighth Amendment to dismiss 
Junejo on the ground that the Islamisa- 
tion programme which he had put in place 
was being eroded. The amendment also 
contained numerous sections intended to 
push forward the Isbunisation programme 
and one of its products, the Federal 
Shariat Court. The amendment also em¬ 
powers the president to appoint the service 
chief and leaves him virtually free to in¬ 
terfere with the di^-to-day functioning of 
the government by giving him the power 
to overturn decisions taken byehe cabinet. 

While Sharif has received the mandate 
of the Islami Jamhoori Ittehad (IJI) 
parliamentary party on the Eighth 
Amendment as well as on the selection of 
si candidate for the presidential elections, 
there are those parties which have deserted 
the alliance and may not back Sharif, 
.'‘loreover. even within the ruling Pakistan 
Muslim Lesigue (PML), the death of Junejo 
has brought into the open the feuding bM- 
ween the supporters of Sharif and Junejo 
over the question of who is to head the 
pany. This has exacerbated the differences 
within the party over the Eighth Amend- 
mem with (he Junejo supporters backing 
president Ishaq. 

The president has taken the view that 
it is his duty to protect the Constitution 


and the Eighth Amendment. However, 
with the president^ elections round the 
corner thm is much speculation about the 
president’s moves if the iJI does not pick 
him for a further term of office. Surpris¬ 
ingly. the repeal of the controversial 
amendment does not rind unqualified 
support even among progressive sections. 
There are those who argue that without 
the amendment the office of the prime 
minister would become all-powerful and 
without constitutional checks it would be 
dangerous given the record of Pakistan’s 
misadventures with parliamentary demo¬ 
cracy. There is something of a contradic¬ 
tion in Ihis approach. The history of 
Pakistan has shown that constitutional 
checks are nullified in the absence of a 
democratic polity and an elected govern¬ 
ment. Thus transferring power from the 
president who is not directly eleacd by the 
people to the prime minister who is. one 
would have thought, was essential for the 
institutionalising of the democratic pro¬ 
cess. To ensure that the elected represen¬ 
tative does not assume extra-constitu¬ 
tional authority, it is the democratic spirit 
of the nation which must be revived and 
strengthened. It is absurd and overly 
pessimistic then to suggest that the sup¬ 
posed political immaturity of the nation 
does not justify the losal repeal of the 
Eighth Amendment. 

On the other hand, (here are among 
Sharifs supporters those who would like 
to see the president’s powers curtailed, but 
would like the core of the lsla>nisation 
process to be retained. On this latter 
issue Sharif has been making canny 
manoeuvres. Without openly rejecting or 
stalling the Islamisation process. Sharif, 
with his expanding industrial empire 
which now controls steel, textiles, sugar 
and flour and which is now reportedly 
eyeing the banking sector, has sought to 
go slow on aspects of it impinging on 
commercial matters such as Islamic con¬ 
cepts of banking and the abolition of 
interest. Sharif is also quite aware of 
the gains to be made in the western world 
by ’restoring’ democratic processes in 
i^kistan. At home, in order to garner sup¬ 
port. he has recently launched a mass con¬ 
tact programme which has been immense¬ 
ly successful, even if the populist measures 
he has announced in the course of his 
tours may not en iic for long. He is also 
seeking the Pakistan People’s Party's sup¬ 
port on the issue of the amendment and 
on the selection of the presidential can¬ 
didate; And given that the two parties 
command a two-thirds majority, the 
passage of an amendment as well as elec¬ 
tion of the next president (who is elected 
by not only the National Assembly and 
the Senate but the provincial assemblies 
as well) would be a foregone conclusion. 
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IN THE CAPITAL MARKET 


ICICI 

THE Industrial Credit and Investment 
Corporation of India (ICICI) is issuing to 
the public 16 per cent unsecured, redeema¬ 
ble bonds in the nature of promissory 
notes of Rs 1,000 each aggregating Rs 200 
note. ICICI reserves the right to retain 
oversubscription up to Rs 200 crore. The 
issue will open for public subscription on 
April 19 and close on May 14. It has been 
given the highest credit ratings by both the 
rating agencies in the country, LAAA by 
ICRA and AAA by CRISIL. Interest 
would be payable half-yearly, thus giving 
an effective annualised yield of 16.64 per 
cent. Although the maturity period of the 
bonds is five years, the bondholders have 
the option to encash the bonds after three 
years with no change in the interest 
payable to them. The minimum applica¬ 
tion amount is Rs 1,000 with no upper 
limit. The bonds can be transferred by a 
simple process of endoivscment and deli¬ 
very and, to further improve liquidity, 
ICICI proposes to list the bonds on the 
Bombay stock exchange The bonds have 
been declared ‘public securi«*ie$’ under 
Section 2(12) (d) of the Bomb,ay Public 
Trusts Act, I9S0 by the Government of 
Maharashtra. ICICI was set up in 1953 
and is one of India’s premier development 
finance institutions. Besides conventional 
project finance, ICICI provides a coi.n- 
prehensive range of modern financial ser¬ 
vices to meet every possible need of Indian 
industry. Its profils have grown at a rate 
of 25 per cent annually for the last five 
years and the profit after tax was Rs 130 
crore for the six-month pniod ended 
September 30,1992. To exploit the oppor¬ 
tunities created by the liberalisation 
measures introduced for Indian industry 
and the financial system, ICICI has set up 
an investment company as a joint venture 
with J P Morgan (named ICICI Securities 
and Finance Company), floated a mutual 
fund and opened two zonal offices at 
Bangalore and Baroda, in addition to its 
existing ones at Bombay, Delhi, Calcutta 
and Madras. 

Ramjidas Chemicals 

Kamjidas Chemicals is setting up 
a project for the manufacture of 1,300 
tonnes per annum of leather finishing 
chemicals and auxiliaries at Bhiwandi, a 
'B' category backward area, in Alwar 
district of Rajasthan, at an estimated cost 
of Rs 786 lakh. The company has been 
promoted by Ramjidas Sharma and his 
son Rajesh and plans to manufacture a 
range of 25 leather finishing chemicals 
which can be broadly classified into four 
categories, namely, nitrocellulose lacquers, 
dyes and pigments, binders and auxilia¬ 
ries. The end-users of leather finishing 


chemicals are mainly leather tanneries 
situated in Ikmil Nadu, UP, West Bengal, 
Punjab and DeUii. The project is being set 
up in technical collaboration with Dalton 
Spa of Italy, The project is at an advanc¬ 
ed stage of implementation and is slated 
to commenc'c commercial production in 
May this year. The company is expected 
to earn net profit from the very first year 
of operation in 1993-94. As per the ap¬ 
praisal carried out by ICICI, turnover is 
expected at Rs 821 lakh for 1993-94, 
Rs 1,045 lakh for 1994-95 and Rs 1,194 
lakh for 1995-96 and profit after tax cor¬ 
responding at Rs 36 lakh, Rs 95 lakh and 
Rs 101 lakh. To part finance the cost of 
the project the company is making on 
April 12 a public issue of 24.5 lakh equity 
shares of Rs 10 each for cash at par ag¬ 
gregating Rs 245 lakh. 

Square D Software 

Square D Software, a 100 per cent 
export- oriented software outfit promoted 
by Dinesh Dalmia, is entering the capital 
market on April 12 with an equity issue 
of Rs 10.25 crore. Set up at a cost of Rs 40 
crore, it is the single largest upfront invest¬ 
ment in the Indian software industry, 
engaged in developing and marketing soft¬ 
ware solutions and services for the world 
market, with the main thrust on hi-tech 
areas like CAD/CAM/CAE with applica¬ 
tions in manufacturing and business. The 
project is being financed with equity of 
Rs 20.25 crore (promoters Rs 10 crore and 
;)ublic Rs 10.25 crore) and foreign curren¬ 
cy term loan from IDBI (already obtained) 
of iRs 19.75 crore Commonwealth Develop- 
meni* Corporatiori, UK, is investing in 
Squar^e D Software to the extent of 
Rs 3.80' crore. Electronics Corporation of 
Thmilnab’u has already contributed to the 
equity capital to the extent of Rs 20 lakh. 
Square D Software has established 
business representations in the major 
markets of US/^. Japan and Euro|re The 
company's initial marketing activity has 
resulted in confirmed export orders of 
Rs 6.74 crore, with further orders in the 
pipeline. The comf»ny’s professional 
management combine.s talents in techni¬ 
cals, financial and co'mmerciil fields. 
Ghulam Ghouse is non-vcxecutive chair¬ 
man and Dinesh Dalmia is the managing 
director. IDBI has appraisevd the project 
to yield during 1993-94, li394-95 and 
1995-96 income from software ivspectively 
of Rs 2,418 lakh, Rs 4,231 lakh and 
Rs 5,765 lakh and gross profit of Rs 576 
lakh, Rs 1,091 lakh and Rs 1,404 lakh. 
The company is expected to incur a nei 
loss of Rs 259 lakh for 1993-94, bul earn 
a nei profit of Rs 256 lakh and Rs 559 
lakh in the subsequent two years, declar 
ing a 20 per cent dividend for 1995-96 with 
the EPS projected at Rs 2.76 against 


Rs 1.28 for 1994-95. The operative break¬ 
even capacity of the project is estimated 
at 67 per cent. The lead managers for the 
company’s equity issue, comprising 
1,02,50,000equity shares of Rs 10 each at 
par aggregating Rs 10.25 crore, arc IDBI 
and PNB Capital Services. The public 
issue opens on April 12. 

Bellary Steels and Alloys 

Bellary Steels and Alloys has grown ip 
the last few years with the amalgamation 
of another company and expansion and 
modcrni.sation of its own facilities into a 
fully integrated steel plant. Incorporated 
in 1984, the company was promoted by 
S Madhava as a downstream project to 
ensure availability of steel ingots and 
billets for an exi.sting company, Bellary 
Steel Rolling Mills, and other steel rolling 
mills around Bellary in Karnataka. U 
commissioned a mini steel plapt with a 
licensed capacity of i8,0(X) tonnes per an¬ 
num of steel ingots and billct.s through 
electric arc furnace route in 1987. It is now 
completing by way of further modernisa¬ 
tion a sponge iron (module 2) project of 
60,000 tonnes capacity following which it 
will be reducing dependence on imported 
steel scrap substantially. As the project has 
b6en delayed, there is a cost overrun of 
Rs 8.25 crore. The company is investing 
a further amount of Rs 15.75 crore for 
financing the balancing equipment for the 
steel making and rolling mill division. The 
total investment of Rs 24 crore is being 
financed with an issue of 80 lakh equity 
shares of Rs 10 each at a premium of 
Rs 20 per share. The company made its 
maiden public issue of share capital in 
1989. Out of the present issue it is issuing 
on March 29 to the public 54 lakh equity 
shares under IDBI and SBI Caps as lead 
managers. Commercial production of the 
balancing facilities for .steel making and 
rolling mills is expected to start shortly. 
The project is located close to the Bellary- 
Hospet iron ore belt ensuring availability 
of raw material Turnover and net profit 
for the year ended March 31, 1992, were 
Rs 39.23 crore and Rs 92 lakh, respective¬ 
ly. For the six-month period ended last 
September, turnover amounted to Rs 23.85 
crore and net profit to Rs 2.42 crore. Pro¬ 
jections for the financial years 1993,1994, 
1995 are sales Rs 51.75 crore, Rs 75.76 
crore and Rs 81 crore. rcspectirely, and net 
profit Rs 1.48 croic, Rs 5.92 crorc and 
Rs 8.74 crorc, with EPS estimated at 
Rs 3.97. Rs 2.86 and Rs 4.22. A rights 
issue of fully convertible debentures made 
last year is falling due for conversion on 
April I. 1993. With the conversion and the 
capital issue being made now, the com¬ 
pany's share capital will stand increased 
from Rs 3.73 crore as at present to 
Rs 20.69 crorc. 
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COMPANIES 

Fear of Profit Squeeze 


Jalrqj Kapadia 

AS share prices were still plunging a fort¬ 
night after the union budget was tabled 
in parlianrent, the market assumed a 
posture that is quite the opposite of what 
Morgan Stanley, the promoter of India 
Magnum Fund in the international 
markets, has projected with the presenu- 
tion of a supposedly growth-plus budget. 
Is it that the market is being hypersensitive 
in seeing it all blue still, or simply that 
Morgan Stanley is hyped as so often in¬ 
ternational agencies are by freer growth 
government policies which the latest 
budget has further outlined with pro¬ 
posals of tariff cuts together with lower 
excise duties for industrial goods and 
products? 

The Week’s Compnniea 


taking in the budget proposals and 
going Iqr the Laffw curve; Morgan Stanley 
cxpecU the tax cuts to stimulate apanskm 
of the economy and yield with that a 
greater revenue collection for the govern¬ 
ment. Expecting corporate gross income 
to be growing a year hence; the agency ex¬ 
plained in its review made to investors of 
India Magnum Fund that on Match 2 the 
nmrket was trading to a prospective price- 
earnings ratio of 16.5, nuking Indian 
stocks a strong buy in the long run. 

But as the downward slide in share 
prices is still persisting, the market ap¬ 
parently sees things quite differently. It 
believes that even if reduced excise duties 
on manufactured goods were to boost 

_ (Rs lakhf 


sales income of companies, corporate fkno- 
fits will be under pressure owing to in¬ 
creased competition and because of still 
higher costs of production. Morgan 
Stanley, too, expects that to happen, as it 
sutes in its review that a simuluneous 
reduction of both excise levies and import 
duties “will throw up a mix pf forces 
which will-squeeze overall profU margiru 
while leading to strong earnings growth 
in well managed companies”. It is this Tegr 
of proflu squeeze for companies thrd has 
made the tiurket uke a disnul view of the 

prospeas. 

Perceptions can be different, but it is 
the trend that makes what the. market is. 
Right now the trend in th,e market ir; 
bearish. When last year it v ^ bullish, al I 
were buyers of shares on t'nc market. Cui - 
rently, with the bearir,h trend, all are 
sellers. It is the markr .t psychosis whic:h 
is the ume all over.' r, buck the trend is 
unadvised, not unt\i there is some sign of 
a change taking r^lace in the near futu re. 
Lying ahead be' fore the market ate oor- 
porate results for the year ending this 
month whic* r commonly believed, 
will prove - ancheering. 

So wr, if the trend is-to change, it will 
lake tiir This is what Morgan Sta nley 
*•*’ jserves when it says in its review that 
ire market comes down in the :ihort 
1 , it will present a buying opportu nity”. 

*' JLASSIC DIAMONDS 

Buoyant Prospects 

Classic Diamonds (India) hias cut 
sparkling results for the year to March 
1992, with a 21 per cent increase in sales 
from Rs 6,995 lakh to Rs 8,492 lakh and 
a 157 per cent growth in profit before tax 
from Rs 330 lakh to Rs M9 lakh. A look 
at the company’s accounts shows that the 
inventories position as compared with the 
previous year has affected the company’s 
results in a big way. The company closed 
the year 1991-92 with lower nnished stocks 
of Rs 1,319 lakh compared to Rs 1,341 
lakh in 1990-91. The previous year’s 
stocks, on the oth« hand, were substan¬ 
tially more compared, to Rs 165 lakh in 
1989-90. Thus, while the company drew 
down stock-in-hand during 1991-92 by 
Rs 22 lakh, following the increase of the 
order of Rs 1,176 lakh during 1990-91, it 
also bore due to that additional costs and 
expenses in thatt year. This is illustrated in 
the ubie alongsiide, and, as will be obserw 
ed, not only did other expenses amount 
less for 1991-92, but the cost of raw 
material consunaxl also recorded a decline 
from Rs6,212 lakh to Rs 6,171 lakh, while 
sales recorded an impressive rise. 

In the diamond business, as is the case 
with Classic Diamionds, labour charges 


Classic Diamonds 


Financial Indicators 


March March March 


FAG Precision 
Beariiws 

March 


Arvind Polycot 



1992 

1991 

1992 

fncomt/txpeiaes/pnifits 

Net sales 

8492 

6993 

7305 

Excise duty 




Other income 

71 

14 

420 

Inciease (decrease) in year-end 
finished stoek 

(22) 

1176 

954 

Raw materials consumed 

AI7I 

6212 

4024 

Power and fuel 

3 

2 

293 

Other manufacturing expenses 

6 

5 

628 

labour cost 

36 

23 

834 

Other expenses 

1082 

1327 

786* 

Operating profits 

1243 

614 

2114 

Interest cb^ges 

388 

278 

1008 

Gross profits 

BSS 

336 

1106 

Depreciation 

6 

6 

645' 

Profits before tax 

849 

330 

461 

Tax provision 

1 

_ 


Profits after tax 


330 

461 

Dividends 

87 

77 

102 

Liobiliiia/assels 
t^id up capital 

3$0 

330 

312 

Reserves and surplus 

1721 

961 

1932 

Long term loans 

— 


7113 

Short term loans 

3864 

3403 

1063 

Other liabilities 

292 

449 

2442 

Gross fixed assets 

75 

64 

9303 

Accumulated depreciation 

20 

14 

2887 

Inventories 

1844 

1867 

4131 

Of which finished goods 

1319 

1341 

2209 

Receivables 

3131 

3101 

1796 

Loans and advances 

%5 

no 

32l»* 

Cash and bank balances 

224 

26 

265 

Investments 

3 

3 

7 

Other assets 

5 

6 


Total liabiliiies/asscts 

6227 

3163 

:3I36 

Key fimiHeiol ratios 

Turnover ratio 

1.36 

1.33 

0.36 

Return on sales % 

10.07 

4.80 

13.14 

Return on invesimeniVb 

13.73 

6.31 

8.42 ' 

Return on equity (kb) 

40.93 

25.17 

18.7-. , 

Earning per share 

24.22 

9.42 

Q1 < 

Dividend (9h) 

23 

22 

JO 

Book value per share (Rs) 

39.17 

37.43 

20 

Current market price 1 *' 

113 


. 41.49 

P/E ratio 

4.74 


70 



7.78 


1991 


March 

1992 


Match 

1991 


• D- ta at Ukk . 


3893 

4103 

3795 


59 

30 

287 

92 

88 

337 

422 

91 

2863 

1997 

1483 

203 

539 

492 

314 

S03 

426 

787 

843 

745 

600 

357 

299 

1330 

339 

330 

410 

133 

J24 

1140 

226 

406 

373 

83 

60 

767 

143 

2' A 

330 

_ 


417 

102 

143 

M/ 

346 

21/ 

312 

100// 

>00/ 

699 

493 

331 

807 

1632 

703 

838 

391 

460 

1396 

2191 

828 

671 

1220 

2343 

3626 

2239 

2812 

1233 

1312 

212' .. 

1 

4 

"A 

■ 

769 

1274 

1013 

704 

264 

123 

138 

86 

37 

4 

4 

7890 

4232 

2373 

0.75 

0.97 

1.18 

19.34 

3.31 

10.70 

14.43 

3.32 

17.09 

19.79 

13.41 

43.30 

8.14 

178.33 

432.04 

2l> 

13 

24 

34.40 

1134.76 

973.99 


1013 

— 

— 

3.69 

— 


inveniolics. and:huvwithout an efrect on the war's o ' >»«"«•»*• cortespondingly incorporated into 
as abovt as prepaid espense and include the same !* «“!** 

authorities under this is Rs 1.49 lakh for 1991-92 cor advances, balance with excise 

dividend Rs 2.20 lakh. // Piefeience share caoit 7 ^* •••‘h •<>' IWO-’I- /Preference 

al is Rs 20 lakh. 


488 


Economic and Political VUrekly March 20-27, 1993 



constitute tlie bulk of expenses, having 
amounted for the company for the year 
1991-92 to R$ 973 lakh. As explained 
earlier, this was less than Rs 1,171 lakh for 
I990-9L Labour expenses are put under 
'other expenses’ in the table. Assortment 
and valuation charges of diamonds is 
another important item of expense. This 
also w^s less for the year at Rs-23 lakh 
than Rs 33 lakh for the previous year. 
Licence premium shows a big decline from 
Rs 66 lakh to Rs II lakh owing probably 
to the introduction of the Exim scrip after 
the rupee was partially made convertible 
along with a devaluation, while insurance 
charges have increased from Rs 13 lakh 
to Rs IS lakh with increase in business. 

With that, and since all loan funds of 
the company are by way of bank borrow¬ 
ings. and with interest rates having been 
raised, interest charges have shown a 
whopping rise from Rs 278 lakh to Rs 388 
lakh. Business remains promising with en¬ 
couraging trends in the international 
markets and the company expects .still bel¬ 
ter operating results fur 1992-93. The 
company has been allotted built-up space 
in SEEre in Bombay for its jewellery pro¬ 
ject. Keeping in view the requirements of 
funds for expansion of the business, the 
directors have recommended, despite 
sharply increased results, a modest divi¬ 
dend at 25 per cent for 1991-92. 

The company proposes to import 
machinery to achieve cost reduction, 
quality control and improvement in pro¬ 
ductivity. Since the business is primarily 
of value addition in goods imported for 
export, against Rs 5,667 lakh of foreign 
exchange used, the company earned 
foreign exchange worth Rs 8,492 lakh dur¬ 
ing the year. The amount of foreign ex¬ 
change utilised includes advance remit¬ 
tances made for import of raw diamonds 
which will be exported thereafter. Foreign 
exchange earnings include bills to be 
realised. 

FAG PRECISION BEARINGS 

Rise in Sales 

Operating profit of FAG Precision 
Bearings for the year ended March 31, 
1992 has improved from Rs 1,550 lakh to 
Rs 2,114 lakh wUh sales recording a rise 
from Rs 5,895 lakh to Rs 7,305 lakh. But 
with interest charges much higher at 
Rs 1,008 lakh compared to Rs 410 lakh for 
the previous year, there has been a decline 
in gross proftt from Rs 1,140 lakh to 
Rs 1,106 lakh. Provision for depreciation 
also has worked out much more at Rs 645 
lakh compared to Rs 373 lakh previously, 
with the result that profit before tax has 
been much less at Rs 461 lakh against 
Rs 767 lakh in the previous year. However, 
with nil provision for taxation against 
previously Rs 350 lakh, net profits is 


restored at Rs 461 lakh from Rs 417 lakh 
in the previous year. The dividend is main¬ 
tained at 20 per cent. 

The directors explain that on account 
of commencement of production under 
the technology upgradation and moderni¬ 
sation scheme, depreciation and interest 
charges increased substantially and profit 
before tax stood reduced. The directors 
have deemed the year’s results as satisfac¬ 
tory. A resolution for reappointment of 
R Groener, member of board of manage¬ 
ment of FAG Kngelfischer Georg Schaefer 
KGaA, Germany, as a director of the com¬ 
pany. after Groener came on the board in 
place of E Rueckel on the latter’s retire¬ 
ment, was moved at the annual general 
meeting which was held in Bombay on 
August 27, 1992. The explanatory state¬ 
ment for the resolution mentioned that 
the appointment of Groener had improv¬ 
ed the contact of the company with the 
collaborators on the technical side and his 
continued association would be of great 
advantage to the company. 

There was an outgo of Rs 3,651 lakh 
in foreign exchange on imports and other 
expenses during 1991-92 against earnings 
of Rs 103 lakh. The corresponding figures 
for 1990-91 were Rs 1,375 lakh and Rs 64 
lakh. 

ARVIND POI.YCOT 

Sluggish Demand 

Arvind Polycot is the new name given 
to the Samspur Mills of the Laibhai group 
of Ahmedabad. The change in name was 
approved by the shareholders at the ex¬ 
traordinary general meeting held on 
November II, 1991.1 he result for the year 
ended March 31,1992 are not satisfactory. 
The market for the conventional products 
was sluggish while the new products which 
the company has been developing for the 
readymade goods market strained opera¬ 
tions during the year. Orders from the 
RMG market for the new products were 
irregular and there developed many bottle¬ 
necks in the process house while year-end 
stocks incrca.sed substantially. However, 
the company proposes to meet the situa¬ 
tion with the modernisation programme 
which is under way. 

Reporting on this, the directors state 
that 20 airjet looms manufactured by 
Tsudakoma of Japan and three airjet spin¬ 
ning systems manufactured by Murata 
Corporation oi Japan have been receiv¬ 
ed and have started commercial produc¬ 
tion. The looms are for production of 
high quality cotton poplins and bottoms 
for file international markets. Arvind 
Mills, the group’s flagship company, is to 
provide marketing support with expertise 
‘ it has developed in this area. Yarn Irnm 
airjet spinning systems is targeted for both 
domestic and international markets. I he 


company will lequiie 88 additional airjet 
looms which it is importing from the 
Japanese company at a cost of Rs 88 
crore. The programme is to be completed 
by the end of September 1993. As the pre¬ 
sent stage of transition from operating 
with obsolete equipment to operating with 
modern equipment and from competing 
in less quality conscious market to com¬ 
peting in high quality conscious market 
passes, the directors ate confident of 
realising full advantage of the modernisa¬ 
tion programme in the year 1993-94. 

Issue of zero interest rate fully conver¬ 
tible debentures is proposed to meet the 
cost of modernisation and other in¬ 
vestments as well as lequiiements of work¬ 
ing capital. The proposal covers issue of 
17,92,309 debentures of Rs 520 each for 
an aggregate amount of Rs 93,20,00,680. 
The debentures will be issued to the 
shareholders and employees of the com¬ 
pany, to the public and also to the Arvind 
Mills. The proportion of rights offer to 
the shareholders is six debentures for every 
one equity share of Rs 100 held by them. 
The debentures will be converted each into 
10 equity shares of Rs 10 each at a 
premium ranging from Rs 30 to Rs 50 over 
a period of 12 months beginning from 
April I. 

MAC INDUSTRIES 

High Productivity 

Mac Industries, which recently came 
out with a public issue, is progressing with 
its acqua culture and prawn hatcheries 
projects. The company has acquired bulk 
storage warehouses at Tuticorin, Madurai 
and Trichy. In respect of its aquaculture 
project, it has completed development of 
110 acres of land at Pattinamaruthur and 
expects an average crop of five tonnes per 
hectare, which on a commercial basis is 
a major achievement in India. An addi¬ 
tional 100 acres at Taruvaikulam are in the 
process of being developed. The prawn 
hatcheries at Tuticorin and Madras have 
been performing cxcecdinglv well and seed 
production from there is among the 
highest in India on a sustained basis. Ac¬ 
cording to L lakshmanan, managing 
director, the IQF project is expected to be 
commissioned in May, which will help 
produce ‘Individually Quick Frozen’ 
shrimps which arc in great demand in the 
west. The company has been granted ex¬ 
port house status by the government of 
India with effect from April I, 1992 for 
a period of three years. In addition to 
marine products, the company has com¬ 
menced export of cashew and pappad 
through their warehousing and food pro¬ 
ducts division. Together with marine pro¬ 
ducts, the company expects to achieve a 
total export turnover of Rs 20 crore dur¬ 
ing the year ending March. 
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STATISTICS 






Variation (per cent) 



Index Number* of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1981-82 = 100) 

Weisht 

Wixk 

Last 

Last 

March 





27-2-93 

Month 

Year 

1992 

199192 1990-91 

1989 90 

1988-89 

All Commodities 

100.0 

232.9 

0.9 

7.3 

6.9 

13.6 

10.3 

7.5 

7.5 

Primary Articles 

32.3 

233.9 

0.9 

1.5 

3.8 

18.2 

13.0 

2.2 

4.9 

Food Articles 

17.4 

270.9 

— 

5.3 

6.3 

20.2 

11.8 

1.2 

9.9 

Non-food Articles 

lO.I 

226.4 

3.0 

-5.5 

-0.5 

18.2 

17.0 

3.6 

-1.7 

Fuel, Power, Light and Lubricants 

10.7 

245.0 

1.9 

16.9 

14.8 

13.2 

12.3 

3.6 

5.6 

Manufacture Products 

57.0 

230.1 

0.9 

9.1 

7.4 

11.2 

8.4 

11.3 

9.4 






Variation (per cent) 



Cost of Living Indices 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 







1992 

Month 

Year 

1991 

1991-92 1990-91 

1989-90 

1988-89 

Industrial Workers 1982 = 100 

243 « 

-0.4 

8.0 

6.1 

13.5 

11.2 

6.5 

9.1 

Urban Non-Manual Employees I984-8S == 100 

205" 

— 

9.6 

6.8 

13.5 

11.0 

6.9 

8.2 

Agricultural Labourers July 60 to 

1,067 

-1.7 

5.9 

2.0 

19.3 

7.5 

3.2 

11.4 

June 61 = 100 













Variation (| 

ter cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Fort night 

Last 

Last March 31, 







(19-2-93) 

Month 

bsar 

1992 

1991-92 1990-91 

1989-90 

1988-89 

Money Supply (M,) 

Rs crore 

3,56.54g 

2.693 

43,376 

41,464 

49,560 

34,486 

37.457 

28,959 



(0.8) 

(13.9) 

(13.2) 

(18.5) 

(14.9) 

(19.4) 

(17.0) 

Net Bank Credit to Government Sector 

Rs crore 

1,75,249 

312 

10,642 

16.955 

24.589 

23,048 

20,676 

12,105 

Bank Credit to Commercial Sector 

Rs crore 

2.15.973 

2,998 

34,724 

24.908 

24,173 

21.443 

23,822 

20..395 

Net Foreign Exch Assets of Banking Sector Rs crore 

15,128 

-1,295 

1,500 

- 4,399 

10,098 

I.9IS 

-149 

1,128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2.64.396 

1,846 

37,156 

33,638 

38,217 

25,583 

26,809 

21,897 




(0.7) 

(16.4) 

(14.6) 

(19.8) 

(15.3) 

(19.1) 

(18.5) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,48,619 

2,594 

27,235 

23,027 

9,291 

14,848 

16,734 

12.470 



Latest 

Week 

5-3-1993 

(1.8) 

(22.4) 

(18.3) 

(8.0) 

(14.6) 

(19.8) 

(17.3) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

16,340 

2,638 

4,3(N) 

1,579 

10,223 

-1,383 

-795 

-646 

US $ mn 

5.175 

-17 

576 

-546 

3.383 

-1,137 

1,354 

-886 

Index Numbers of Industrial 


Latest 








Production 

Weight 

Month 

Averages tor 

• 

Variation (per cent) 


(1980-81 ^ 100) 


(Oct 92) 1992-93 1991-92 1991-92 I99a91 1989-90 1988-89 

1987-88 

Generablndex 

100.0 

208.3 

204.7 (3.0) 198.7 (- 0.9) 

0.1 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

ll.S 

215.4 

207.7 (3.5) 200.6 1 1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

Manuficturing 

77.1 

196.8 

195.0 (2.2) 190.8 ( 2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

278.4 

261.7 (4.5) 250.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic Industries 

39.4 





3.8 

5.4 

99 

5.6 

Capital Goods Industries 

16.4 





. . 17.4 

22.4 

7.0 

15.9 

Intermediate Goods Industries 

20.5 





6.1 

4.3 

II.5 

4.8 

Consumer Goods Industries 

23.6 





. . 10.4 

6.3 

4.2 

6.5 

Durable Goods 

2.6 





. . 14.8 

1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Dec 92) 

1992 93 

1991-92 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Export 

Rs crore 

4.192 

37,329 

.30.795 

43,978 

32,553 

27.681 

20,232 

15,674 





(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

5,423 

47,480 

34.403 

47,813 

43,193 

35,416 

28.235 

22,244 





(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Trade 

Exchange Rate 

Rs crore 

- 1,231 

-10,151 

3,608 

3.835 

- 10,640 

- 7,735 

- 8,003 

-6,570 

Employment Exchange Statiaties 


Latest 

Cumulative for* 






Unit 

Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 


Numiter of Applicants on Live Register 

Thousand 

37.171 

37,171 

36.098 

36,300 

34.632 

32,776 

30,050 

30.247 

Number of Registrations 

Thousand 

537 

4,188 

4,862 

6,238 

6,541 

6,576 

5,963 

5.465 

Number of Vacancies NotiTied 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Income 

Unit 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

Gross Domestic Product (curieni prices) 

Rs crore 



3,50,899 

2,94,765 

2.60,03 

2,33,799 

2.08,533 

1,86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2.21,168 

2.12.316 

1.88,009 

1.70.205 

1,63,271 

1,56,566 

I.5Q.433 

1,44,865 


(4.2) 

(1.2) 







Per Capita Income (1980-81 prices) 

Rupees 

2.222 

2,174 

2,069 

1.902 

1.871 

1,844 

1,813 

1,790 


(2.2) 

( LI) 







1 * Ui. to ihc latest month for the current year and for corresponding period Iasi vear. 



Not available. | 

1 Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on I 
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Calcutta Diary 

AM 


The performance of foreign banks gives the lie to the 
protestations of the English cricket team. The cricketers from 
Albion simply proved themselves to be poor adapters, unlike their 
counterparts in the banking profession. 


THE cricket team from England, which 
has just left these shores, had a most 
unhappy tour. It played three test matches, 
and was comprehensively beaten in all the 
three. Its performance in the one-day 
games was hardly much better. Members 
of the team and the Indian antbience did 
not gell. In Calcutta, it was atmospheric 
pollution which supposedly did the 
visiting cricketers in. In Madras, the alibi 
was provided by Indian cooking and the 
miserable state of the pitch. Heat and 
humidity were accountable for the mis¬ 
fortunes they encountered in Bombay. 
Altogether, it was shades of Kipling: the 
east and the west refused to meet; the 
climatic divide coalesced with the cul¬ 
tural—of, shall one say, epicurean-^ 
divide, and that was that. 

The melting pot theory thereby takes a 
hard knock. So too the weather-beaten 
Marxian doctrine of environment making 
the man. The England team could neither 
assimilate, nor integrate with, the Indian 
conditions. Its experience has pul at risk 
the credibility of some of these great 
hypotheses. One swallow nonetheless does 
not make a summer. Could it be that the 
England team was sui generis, or at least 
the exception that proves the rule? One re¬ 
cent occurrence vindicates, in most con¬ 
vincing terms, the time-tested notions con¬ 
cerning the receptivity of the human 
species to environment. True, the facts 
constituting the ingredients of the occur¬ 
rence do not exactly cover this nation with 
glory. Solemn t'uths, which emerge out 
of pristine philosophical speculation, are 
however of greater avail than piffling con¬ 
siderations of glory and non-glory of a 
nation. Where the reputation of earth- 
shaking propositions is at stake; subsidiary 
issues must agree to be remitted to the 
back-burner. 

Foreign advisers were at it for quite 
some while. The Indian financial system, 
they had been heard to remark, was in 
need of a total overhaul. India was al- 
> tempting to be a major domo in the 
economic sphere; she was simultaneously 
yearning for ingestion of huge investment 
funds from overseas. Such funds, it is 


fervently hoped, are going to revolutionise 
the industrial landscape Meanwhile 
though, there were a few worrying gaps 
in the country's Tinanciai set-up. Indian 
banks have had little background in mer¬ 
chant banking, those prestigious in¬ 
termediaries performing.a variety of ser¬ 
vices, including the acceptance of bills of 
exchange the issue and placing of loans 
and securities, the management of port¬ 
folios and unit trusts, and cognate 
miscxilaneous functions. They, mote pro¬ 
minently, arrange for risk capital from 
diverse sources. They have even the exper¬ 
tise to negotiate on behalf of the coun¬ 
try. both bridging and long-term loans in 
foreign currency. All such activities are 
essential adjuncts towards the globalisa¬ 
tion and modernisation of the economy. 
India, because of her foolish adherence 
in the past to that horrid nostrum that 
ensured economic sugnation, the Nehru- 
Mahalanobis model, has till now reituun- 
ed outside the orbit of serious merchant 
banking operations. Her financial system 
has continued to be near-primitive. Her 
bankers have been brought up in the tradi¬ 
tion of conservative, non-imaginative 
money-lending which flourished in the 
prc-mercantile period. They have not 
learnt to date, and are all at sea when con¬ 
fronted by the challenges posed by the 
need for vast sums of risk-bearing capital 
and complex portfolio management. They 
have stuck to the conventional world of 
petty transactions, where returns are 
counted in cowries. India, if she is not to 
miss the bus of boisterous full-scale 
development, mu.st break out of thir ob¬ 
solete mould. A cultural revolution must 
convulse her financial system. In normal 
times, neither the import nor the export 
of revolutions deserves to be encouraged. 
But it is necessary to make allowances for 
exceptional circumstances. In case India 
wants to enter the twenty-first century 
with her head held high, she must import 
from the capitalist West the revolutionary 
expertise of merchant banking. She must 
call in the foreign banks for that purpose. 
The mystique of portfolio management is 
child's play to these banks. They have 


links with the bourses in New York, 
London, Paris, Frankfurt, Zurich, Tokyo. 
The principal performers in the arena of 
investment banking in each of the five 
continents are their close acquaintances. 
They know how both to augment the flow 
of funds apd to streamline the payments 
network. To develop well and quickly, 
India must learn'io drink at the fountain 
of international finatKe capital, absorb its 
ethos, be in lune with its moods and 
perceptions. Finance capital, it must not 
be forgotten, is by nature conservative, 
one could even say, timid. It has to be 
(xjaxed, cajoled, courted. Who can do that 
job better than foreign banks that have 
been in this business for maybe a couple 
of centuries? 

Tbe decision was therefore taken to 
welcome the banks incorporated in 
Western countries with hugs and kisses. 
The lost years of bank nationalisation had 
to be made good. Foreign banks, it was 
uken for granted, would contribute to the 
closing of the cultural lag in the financial 
sector. It was nec'essary, it was fell, to look 
at the face of reality with dispassion. As 
the economy starts booming and indust¬ 
ries begin to proliferate, financial transac¬ 
tions pre bound to grow increasingly com¬ 
plex. Handling this complexity calls for 
dexterity and sophistication, qualities that 
are not quite the same as empty sophistry. 
Let there be no illusion on this score, the 
management of economic change India is 
on the threshold of must be shepherded 
by skilled and experienced financial 
managers, those who think portfolios, 
dream portfolios, play portfolios as com¬ 
fortably as they play the eighteenth hole 

The foreign banks were accordingly 
called in. In the mure recent years, they 
have been showered with concessions and 
special dispensations. The so-called social 
commitments which go with Indian com¬ 
mercial banking do not attach to their ac¬ 
tivities. They do not have to follow the 
norms of ‘priority sector' lending. They 
do not have to observe even the same 
hours of business as are stipulated for 
Indian banks. They are allowed to adhere 
to their own interest rates structure even 
if it cuts athwart the discount rate regime 
the Reserve Bank of India insists upon for 
the native banks. It is, most assuredly, the 
others-abide-our-questiun-thou-art-free 
syndrome. At least one foreign bank has 
cashed in on this freedom in a most 
brazen manner. It has its corps of private 
musclemen who go about the metropolitan 
cities re-possessing by force cars from 
householders who default in repaying 
loans advanced by the bank in the first 
place for the purchase of the cars. The 
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Indian legal system does not permit such 
private initiative in the enforcement of 
civil obligations. But foreign banks are by 
implication outside the orbit of the Indian 
legal framework. 

For great things are expected of the 
foreign banks. They will, it is assumed, ex¬ 
ternalise India’s financial culture, and in¬ 
ternalise state-of-the-art European and 
American financial practices. They will 
put into usage the common tender of bills 
of exchange, teach local bankers the in¬ 
tricacies of locked-in arrangements, give 
a fillip to the process of modernisation of 
the stock exchanges, act as catalysts for 
tons and tons of investment funds from 
overseas. In sum, they are supposed to 
teach Indian bankers how not to stay still. 
They have without question striven man¬ 
fully toward achieving that goal. Because 
of their endeavours the Indian bankers 
have learnt not to be still. They have learnt 
to rush about, to strike deals, to intermesh 
the activities of their institutions with 
those of the share markets. Unfortunately, 
the net gain for the country from such ac¬ 
tivities has been either nil or negative; the 
spin-off of the various goings-about is the 
reverse of the objectives earlier thought of. 
Much briskness has no doubt been intro¬ 
duced into the Indian financial system 
following the arrival of foreign banks. But 
the kind of cultural revolution envisaged 
earlier has failed to come .about. The 
Indian banks have learnt little of sound 
portfolio management, and there has been 
only meagre influx of foreign investment 
through the intermediation of foreign 
banks. The latter, on the other hand, have 
cornered the repatriable accounts of non¬ 
resident Indians, and edged out the Indian 
banks from sharing the profits resulting 
from the availment of opportunities for 
arbitrage offered by the alluring rates of 
interest with respect to these accounts. 
The other signal contributions made by 
foreign banks include the introduction of 
bankers’ receipts—including fake ones— 
as legal tender for inter-bank transactions 
and the deployment of bank funds— 
again, even fake bank funds—for render¬ 
ing havoc to the stock exchanges. 

It has been an extraordinarily interest¬ 
ing instance of symbiosis. Instead of the 
Indian financial network imbibing from 
foreign banks lessons on updated techni¬ 
ques of financial deals and transactions, 
it is the foreign banks themselves which 
have turned into learners. They have bur¬ 
rowed deep into the Indian system, and 
unearthed, quickly, nuggets of wisdom. 
They have grasped the fact that the con¬ 
cept of risk capital is bunkum; they have 
learnt the essential truth that making a 


fast buck is what banking is about; they 
have also learnt that confidence tricks are 
not to be frowned upon in daily financial 
living. They have picked up from their 
Indian counterpart; the art of fiddling ac¬ 
counts. They have mastered the craft of 
using scarce bank resources not for pur¬ 
poses of productive capital investment, 
but to make huge speculative gains in the 
stock market. Instead of restraining the 
petty, often unscrupulous mercantile in¬ 
stinct of the archetypal Indian asset-holder 
and introducing him to the sophisticated 
world of inter-locking and inter-flowing 
international capital resources, the foreign 
banks have participated in a dans 
macabre. They have turned native. They 
have drunk to their fill the nectar the 
Indian milieu has offered. They have 
learnt to doctor accounts and forge docu¬ 
ments. They have imbibed the Indian 
philosophy of targeting for short-term 
returns, even if that involved some cutting 
of corners. This has resulted in a nice ad¬ 
mixture of the discourses bequeathed by 
the charvaka school of thought and 
straightforward Keynesianism, it was after 
all John Maynard Keynes who philosi^his- 
ed that in the long run we are all dead. 
The message that has come through is 
strong and clear; let go of the fine nuances 
of the portfolio management system, and, 
for heaven's sake, make some pile, by hook 
or by crook, in the shortest possible time. 


Foreign banks are sold on Indian business 
culture: they have learnt to cheat, to lie, 
to short-change. 

Dyed-in-the-wool Indian patriots may 
not take kindly to this narration. The 
whiteys, it will be said, were never lily 
white. Teapot Dome, it will be pointed 
out, was not an Indian temple. Should 
more recent instances be called for, atten¬ 
tion would be invited to the loan-and- 
savings scandal and the shady financial 
transactions on the basis of inside know- 
ledge taking place all the while in the 
United States. Even so, render unto Caesar 
what belongs to Caesar; it must be said 
to the credit of India’s environmental con¬ 
ditions that these have acted as a stimulus 
to the basest instincts of foreign bankers 
operating here; the salubrious Indian 
climate has goaded them to indolence and 
skulduggery. Their integration with the 
milieu is near-complete 

The performance of the foreign banks 
gives the lie to the protestations of the 
England cricket team. The cricketers from 
Albion simply proved themselves to be 
poor adapters, unlike their counterparts 
in the banking profession. Th:; fault, dear 
visiting cricketers, did not lie in the Indian 
environmental conditions, but in youi in¬ 
ability to adjust to such conditions. They, 
the cricketers, would have done well to 
have included one or two bankers in ilteir 
retinue of consultants. 
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CIVIL LIBERTIES 


Pakistan’s Civil Liberties Watch-Dog 

A G Noorani 


The Human Rights Commission of Pakistan has done extensive 
and courageous work in defending civil liberties in the country. 
The task of protecting civil liberties in India and Pakistan offers 
scope for committed organisations of both countries to work 
together. 


ONE has heard a lot about indo-Pskistani 
collaboration on a non-governmental level 
but'efforts in that direction have been 
sporadic and anything but organised and 
sustained. There is one field in which such 
collaboration can be fruitful to gain of the 
peoples of both countries. It can be 
achieved with far greater success for a 
variety of reasons. That is in the realm of 
protection of civil liberties. 

Both countries have the same system of 
jurisprudence. The deformities of the 
Eighth Amendment apart, both have 
opted for parliamentary democracy. Sue-, 
cessive Constitutions of Pakistan (I9S6, 
1962 and the present one of 1973) bear the 
clear impress of the Fundamental Rights 
embodied in the Indian Constitution. Our 
principal codes of criminal law are 
broadly the same though both countries 
have tinkered with the Penal Code of 
Macaulay and the Criminal Procedure 
Code. Our problems are the same- 
imprisonment without trial, police 
excesses, curbs on meetings and pro¬ 
cessions, restrictions on the press. Why, 
then, do our civil liberties bodies not 
co-operate with each other and compare 
notes to mutual advantage? 

Civil libertarians generally are a 
dedicated lot; the genuine ones, that is 
(one should ignore the few publicity seek¬ 
ing ones whose commitment evaporates 
the moment they descend from the public 
platform having delivered their half-penny 
worth’s say. There are the very ones who 
betray the cause the moment things get 
difficult and sacrifice is called for). But 
sincere civil libertarians should be able to 
overcome the barriers of national frontiers 
in their commitment to values. 

The PUCL and the PUDR have both 
done commendable work in India not to 
forget other bodies like Lokshahi Hakk 
Sanghatana, headed by Rajni Desai, 
which has shown an abiding devotion to 
the cause. They have an ally in the Human 
Rights Commission of Pakistan (HRCP). 


It is an independent, non-governmental 
organisation and is absolutely free from 
political affiliations. The HRCP's 
president is Dorab Patel, a former judge 
of Pakistan’s Supreme Court and one of 
the most independent judges this sub¬ 
continent has seen since independence. Its 
secretary general is the noted civil liber¬ 
tarian Asma Jehangir. The HRCP’s 
secretariat is in Lahore (13, Sharif Com¬ 
plex, Main Market, Gulberg-II, Lahore, 
Phone: 873127). Its director is none other 
than I A Rehman, former editor of 
Pakistan Times and a close associate of 
the late Mazhar Ali Khan. One of the 
distinguished members of the valiant Left 
in l^kistan his whole life has been one of 
sheer commitment and sacrifice: Men like 
Rehman Saheb are the salt of the earth. 

But commitment alone is of little avail. 
Civil liberties bodies are easily discredited 
by the regime of the day if their work is 
shoddy and they use intempenue language 
or stray into glaring factual mistakes. 
Their research must be thorough, their 
findings must be carefully worded and 
they must be astute in crafting an effec¬ 
tive strategy in order to arouse public 
opinion and, not least, to influence the de¬ 
cent ones in the administration. These 
qualities are very prominent in the work 
of the HRCP. Its annual report entitled 
State of Human Rights in PakiUan 1991 
is a model of what such a report should 
be. It covers the entire spectrum of civil 


liberties. The first chapter ‘Rule of Laws: 
Laws and Courts’ discusses in meticulous 
detail the use of ’Islamisation* of laws— 
itself an affront to Islam—as a weapon 
of repression. All the statutes are listed. 
Ordinance Raj is discussed, so is the in¬ 
dependence of the judiciary. The sub- 
chapter on judicial activism lists the steps 
taken by the .Supreme Coui t and the high 
courts to give force and meaning to the 
citizen’s rights. - 

There are whole chapters on police 
practices; .security of person and proper¬ 
ty; civil liberties; freedom of expression; 
movement and assembly; political rights; 
rights of special groups like labour, 
minorities, women and children; and 
social rights like health, education and 
housing. The report is well-printed and 
well-produced. 

The HRCP is an ardent defender of 
minorities’ rights, it has produced a report 
on The 'Blasphemy' Lpisodes after a 
thorough inquiry into the grave wrongs 
done to members of the Christian com¬ 
munity on false charges of ‘blasphemous* 
utterances. There arc reports on the law’s 
delays (Justice Delayed) and on Contempt 
of Court—An Outdated Concept. 

No Indian constitutional lawyer, 
political scientist or student of public af¬ 
fairs can ignore these reports. We do not 
get i^kistan’s law reports for reasons hard 
to understand. These reports cite the more 
important cases and provide us with some 
rich insights. The ones who keep the 
peoples of the two countries apart are 
their respective governments aided and 
abetted 1^ the establishment media and 
academia which are richly endowed with 
chauvinists. Civil liberties bodies in each 
country have to combat both the respec¬ 
tive regimes as well as its lackeys. In this 
struggle Indian and Rikistani civil liber¬ 
ties bodies have a lot to learn from each 
other. They are fighting in a common, 
noble cause. 
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COMMENTARY 


Koyyuru: Reflections on a Kidnap 

Kjuuwbiran 


Fbr human rights activists Koyyuru (and earlier Gurthedu) raises 
issues regarding the concept of human rights itself: the 
advisability of expanding the concept and thereby enlarging the 
field of operation of human rights work. What should be its 
relations with radical and democratic movements? Has it any 
transforming role while operating the institutions available within 
a democratic set-up? Should it merely confine itself to 
maintaining a crime audit of the state? All .such and other related 
questions need to be debated. 


The government will not re-establish 
respect for law without giving the law 
some claim to respect. It cannot do that 
if it neglects one feature that distinguishes 
law from ordered brutality. If the govern¬ 
ment docs not take rights seriously, then 
it does no* take law seriously either. 

— Ronald Dworkin 

IT was yet another kidnap. This time it 
was Balaraju MLA, a tribal, Srinivasulu 
IAS, a project ofneer and four other 
employees of the Girijan Co-operative 
Corporation. Used to constitutional 
categories, many of us were surprised at 
the behaviour of the PWG. Many people 
felt aggrieved that the principle of reser¬ 
vation was not extended to kidnap and ab¬ 
duction. For the politics of the l*WG these 
constitutional categories are irrelevant. 
But the tribal in and around Koyyuru felt 
that Balaraju is a good tribal leader as he 
was consistently working for the uplift- 
ment of the tribal, taking pains to sec that 
the legislation for preventing exploitation 
of the tribal by the plains people is im¬ 
plemented. This has been the subject mat¬ 
ter of several reports on iribals and this 
state of affairs has been the cause for 
repeated revolts by the tribals. 

Interestingly Koyyuru and the area 
around was the area whe.e Alluri 
Seetharamaraju organised the Pitliun 
revolt against the British. While he was 
bathing in a tank in Mampa a village few 
kilometres away from Koyyuru he was ar¬ 
rested, brought to Rajendra Palem a 
hamkt of Koyyuru tied to a tree and shot. 
Encounters are a very colonial tradition. 
The ofTicer who performed this gallant act 
was Mgjor Goodal. From there his body 
was carried to K D Peta a few kilometres 
down the road to Narsipatnam from 
Koyyuru town where he was cremated by 
the British. Our police follow this tradi¬ 


tion scrupulously. By all accounts it was 
Arjun Rao IAS, while serving in various 
capacities in the area initialed steps to 
erect memorials at the places where 
Sitharamaraju was caught, shot and 
cremated. Born in July 1897 he died on 
May II, 1924 and he was hardly 27 years 
when he was killed, that being the average 
longevity of revolutionaries including nax- 
aliies. It is also a coincidence that the 
same Arjun Rao is deputed by the govern¬ 
ment to deal with the issue of kidnap ol 
Balaraju and others. Forty-five years after 
Seetharamaraju the Srikakulam move¬ 
ment commenced and despite .systematic 
physical liquidation of these naxalites the 
movement is continuing even today. 
Nearly 70 years after Seetharamaraju in 
the areas he organised revolt one finds the 
same deprivation, the same poverty, and 
the tribal underfed and underclothed liv¬ 
ing in these areas. 

1 he practice of taking as hostages per¬ 
sons unconnected with the specific issue 
between the government and the PWG is 
a practice we in APCXC never approved 
of. have been as human rights activists 
against this type o* political practice. 
Whether the police hold people in illegal 
cu.stody or the naxalites kidnap and lake 
as hostages persons unconnected with the 
specific issue involved our stand has been 
the same. We do not see any difference 
between a kidnap and an illegal custody 
by the police, excepting that in the case 
of the laitci there is no public outcry 
because the people involved have always 
been the p«.x>r and the disinherited. We are 
of the view that the government's utter 
disregard for the constitutional value 
system and its failure to perform its lun- 
damental obligations have been largely 
responsible for the spread of the naxaliie. 
the dalil and the anti-liquor movemeiits 


in the state. The last being the latest 
demonstrates the utter disregard for con- 
siiiuiional obligations. When there is a 
powerful and widespread movement 
against distribution and sale of liquor, and 
for the enforcement of the directive, 
namely, prohibition, the government, in 
cynical disregard for the popular upsurge, 
have granted licences for the setting up of 
breweries and distilleries. Goebbels, the 
notorious Nazi propagandist, said “the 
State must have the courage to break its 
own laws". The Indian State both at the 
centre and state level have appropriated 
this dictum and have been dealing with 
various movements quite ruthlessly. 

It ts in view of our understanding of the 
character of the state and its capacity to 
inflict large-scale violence in the process 
of securing the release of the MLA and 
five others we felt that some sort of an 
intervention as human rights activists was 
necessary. The repeated phone calls from 
Dronamraju, the member of parliament^ 
and his other colleagues and the friends 
and well-wishers of Balaraju and the kid¬ 
napped officials of the establishments set 
up for girijan welfare pushed Haragopal 
and I to the decision we took to intervene 
to ensure, if possible, that no human right 
violation takes place while tackling the 
issue of release. But without the support 
of the government effective intervention 
is not possible and our efforts would be 
confined to expression of solidarity with 
the people who have organised a protest 
in the form of 'dharna'. This difficulty was 
resolved by Dayachari, IAS approaching 
us with a request to intervene. There was 
a sense of urgency in the request made by 
him and so on the 4th we both proceeded 
to Narsipatnam. Arjun Rao, the special 
officer authorised to negotiate for the 
release of the hostages was already there 
in the guest house at Narsipatnam. We 
had discussions with Arjuii Rao and the 
other leaders, namely, Dronamraju. 
Ramakrishna, and other employee repre¬ 
sentatives. We also met Radha, wife of 
Balaraju. MLA. We thereafter proceeded 
to Koyyuru in the company of the collec¬ 
tor, Vishakapatnam, Pradeep Chandra. 
The GC'(.' officers at Koyyuru were 
very helpful. One of their officers. 
Chinnamraju, a tribal, is one among the 
six kidnapped. 

On the 7th we were able to meet the 
leaders of the PWG squad. As a result of 
the discussions they gave up the demand 
fur the release of Ramanna who was lodg¬ 
ed in the prison at Secunderabad. But they 
were very keen on securing the release of 
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Kiwiti Ranadev, who was in Mteangal jail. 
Both* Ramanna and Ranadev have suied 
that they would like to opt out from the 
movement and would like to lead normal 
lives. While they did not press for the 
release of Ramanna as one of the condi¬ 
tions for the release of hostages, they 
wrongly suspected that the statement tqr 
Ranadev was under duress. They made it 
clear to us that they will not compel 
Ranadev to join them. They agreed that 
this should be veriried by an independent 
person and we thought of Kaloji, a per¬ 
son whose credibility can never be ques¬ 
tioned. We thought that the agony of 
waiting for the release of the kidnapped 
persons would end soon if Ranadev own¬ 
ed and confirmed the earlier statement at¬ 
tributed to him. But that was not to be 
and further contact became impossible on 
account of deployment of forces aher the 
meeting and complaints came from the 
tribals that they Mwre subjected to violent 
treatment. Haragopal left for Hyderabad 
around the 8th and Balagopal who had 
come to Vizag joined me. The Vizag unit 
members, Akbar (president), Vindhya and 
V S Krishna, were with us throughout at 
Koyyuru. On February II. four out of the 
six hostages were set free at some place 
near K D Beta. We appealed for the release 
of the remaining tvro and returned to 
Hyderabad on the 17th. Before we left we 
wrote a fairly detailed letter reiterating 
that Bahuaju and Chinnamraju should be 
released without waiting for the release of 
Kranti Ranadev from the Vizag prison. 
We informed them that we would like to 
hold discussions with them on this issue 
and informed them that we would return 
to Koyyuru on receipt of information 
from them. 

The government had earlier agreed in 
principle to secure bail and release 
Ranadev to join his comrades if the 
hostages were released. To lend strength 
to this assurance they took steps to secure 
bails in the cases pending in ^^4rangai and 
Khammam. These were ordered by the 
courts on condition of sureties executing 
bonds for various sums totalling a lakh 
odd rupees. The cases in Maharashtra re¬ 
mained unattended. This was the stage 
when the four hostages were set free. In 
the letter addressed to Arjun Rao and sent 
along with the hostages who were releas¬ 
ed, they reiterated their earlier demand, 
namely, that Ranadev should be brought 
to Narsipatnam. Arjun Rao and I felt that 
Vizag prison would be better and accor¬ 
dingly suggested shifting Ranadev to 
Vizag central prison. While in Hyderabad 
we were in constant touch with Arjun Rao 
and Dayachari and were discussing ways 
and means of removing impediments to 
Ranadev’s release In some old matters the 


court at Wterangal issued production war¬ 
rants to the Vizag jail directing the pro¬ 
duction of Ranadev at Warangal. These 
were of the years 1983 and 1984. While the 
chief minister agreed in principle to release 
Ranadev he wanted that the two hostages 
held by the PWG to be released Tirsi. For 
the chief minister this became a prestige 
issue, but for the PWG the insistence on 
simultaneous release was because of 
absence of trust in the government. The 
political government was an association 
of discordant groups and the only thing 
they were agreed upon appears to be the 
plunder of resources and appropriation 
and abuse of power for enriching 
themselves. This bdng more than full-tinw 
occupation, the power of governance has 
been entrusted to the police establishment 
and the civil servants are used to keep the 
record straight. While the home minister 
in this set-up functions as the public rela¬ 
tions officer of the police establishment, 
the senior civil servants act as the book¬ 
keepers who translate misdeeds into valid 
actions. While Arjun Rao being at the 
spot was able to realise the necessity of 
resolving the issue without resort to force 
and arguing out the case for resolution of 
the issue without use of force with the 
chief minister and was able to secure his 
assent to such a course, Mysoora Reddy, 
the hortM minister was talking to the press 
about ‘wiping out the naxalites’, or an¬ 
nouncing that the government would not 
yield an inch and similar such statements 
and the dissonance caused lot of anxiety 
and resentment among the people at Nar¬ 
sipatnam. Koyyuru and other surrounding 
areas. Even after the relea.se of four 
hostages no significant steps were taken 
by the government. The reluctance of the 
police department has been to a large ex¬ 
tent responsible for thV stalemate and this 
reluctance expressed itself through 
Mysoora Reddy for they are his ventrilo¬ 
quists. For Mysoora. he got the headlines 
with no responsibilities. He is very much 
like Charles II for the deeds and the words 
are not his. only the glory is his. On 
February 21 mainly in response to the call 
given 1^ the APCLC before leaving 
Koyyuru the MI.A Balataju and Chinnam¬ 
raju, the ofncial of the GCC, were set free 
un.ondilionally, at the same time reite¬ 
rating their demand for the release of 
Kranti Ranadev and doubting the integrity 
of the government in honouring the assur¬ 
ances earlier extended that they would in 
return Isel Ranadpv free to join them. 

It was not necessary for the government 
to honour iis assurances and release 
Ranadev. E^litically Vijaya Bhaskar Reddy 
was really not in a Ex as N T R was during 
the kidnap of several I.AS officers near 
Gurthedu on December 27, 1987. There 


was no danger of an impending presiden¬ 
tial rule. The speed with which N T R 
acted was to ensure the continued rule of 
his party in the state and his apprehen¬ 
sions about the safety of the kidnapped 
officers was secondary and incidental. His 
resolve to save the state for his rule had 
the support of the top brass both among 
the civil servants and the police bureau¬ 
cracy, though for different reasons. For 
Viji^ Bhaskar Reddy the built-in opposi¬ 
tion inside his party can. on an issue like 
this, unceremoniously and quite ruthlessly 
throw him out along with his flock. 
Recent history tells us that this party has 
the credit of throwing out Chenna Reddy 
by engineering a communal riot. The cur¬ 
rent human rights leader chosen by the 
prime minister to represent India at the 
world Human Rights Conference rose to 
be the chief minister of the state over 200 
dead bodies—in a matter of two days. 
The practitioners of parliamentary 
democracy no longer believe in bringing 
down a government by debate and defeat 
by a vote of no confidence Killing, maim¬ 
ing, pillage and arson are the accepted 
weapons for use in the game of parlia¬ 
mentary democracy. The chief minister 
was fully conversant with the political 
practices of his party. The dissident group 
led by Dronamraju, Satyanarayana, K 
Ramakrishna and other MLAs of that 
area, organised protest demonstrations in 
Narasipatnam and this pre-empted the 
move to opt for the use of force. A near 
crisis situation was brought about by 
tendering resignations to their seats as 
members of the parliament and the 
assembly respectively. The chief minfster 
countered the threat by forwarding the 
resignations sent in by the MLAs to the 
speaker. 

Y S Rajashekar Reddy. MP, the scion 
among the politico-criminal clans of the 
Rayalaseema area was on the Vayudhut 
flight with us on the 4ih. His arrival at 
Narsipatnam, the informed among the 
interpreters of this murky politics told us. 
sharpened to a fine edge the thrust of the 
dissident group within the Congress. 

The call for an early negotiated release 
of the kidnapped MLA, Balaraju, was 
becoming more and more strident. To the 
peaceful Dharna was added inderinite 
hunger strike by Ramakrishna MP and 
the other MLAs. Balaraju’s wife was also 
on hunger strike The pressure was always 
on the government. Wedded to the adver¬ 
sarial system, we are precedent oriented 
not only in law but also in politics. 
The people in Narasipatnam including 
Dronamraju were citing Gurthedu and the 
kidnap of Sudhir Kumar. MLA as in¬ 
stances where government acted with 
lightning speed in contrast to the dither- 
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ifig in this issut The episode of Gurthedu 
u.'d 'Sudhirkumar were sought to be 
explained away by Arjun Rao and Daya 
Chari as acts by different governments. 
With reference to Gurthedu this explana¬ 
tion may be valid but till now nobody has 
ever discussed the episode of Sudhir 
Kumhr. On this issue N Janardhan Reddy 
has never asserted his respect for the 
judidal process, the police which was pro¬ 
nouncedly refractory on the Koyyuru issue 
was very accommodating on the issue of 
Sudhir Kumar. The director general of 
police at that lime R Prabhakar Rao. a 
Rodomoni, the like of whom never oc¬ 
cupied that office earlier, who went about 
proclaiming the approaching doomsday 
of naxalite movement in the state had on 
his hands a neatly accomplished fact. The 
kidnap occurred in broad daylight right 
under the nose of the police establish¬ 
ment. The DGP would have been hard put 
to explain this very serious security lapse, 
and before there was. a public furore 
against the general ineptitude of the police 
administration, of which the kidnap of 
Sudhir Kumar is both a consequence and 
an illustration, attempts were successfully 
made to secure his release. They secured 
bail for Nimmaluri Bhaskar Rao in a mat¬ 
ter of few hours and the Vizag prison 
gates opened and Nimmaluri flew without 
any further waste of time and was ex¬ 
changed for Sudhir Kumar. Here there 
were no questions oi prestige, the in¬ 
superable obstacle of a judicial process 
and the DGP switched ofl his tirades tem¬ 
porarily. The expertise the police attain¬ 
ed in overriding the law all these years 
were fully on display when they tackled 
this issue. There was no dissonance among 
the ruling Congress for all .of them 
including the kidnapped sport a common 
ideology, viz. indiscriminate plunder with 
the police administration providing the 
armed umbrage ruling out any resistance 
in defence. 

Koyyuru was entirely different. There 
was no change in the government, but the 
chief ministers changed. Janardhan Reddy 
resigned on account of adverse judgments 
in the capiution fee matters. Nobody 
resigns these days for such trivial reasons. 
Further the Supreme Court while affirm¬ 
ing the decisions of the high court under¬ 
mined it effectively by granting the right 
to institutions to change fees not as they 
please but a fee which should be affor¬ 
dable by people of their status and 
declared that right to higher education is 
not a fundamental right. 

It is in this context Vijaya Bhaskar 
Reddy became the chief minister and most 
of his men in his ministry are Janardhan 
Reddy’s nominees. When ultimately the 
PWG released Balaraju and Chinnamraju 
on March 21, it was the factional feudal 


ethic of the Rayalaseema area of keeping 
one's word that presented the government 
from reneging on the assurances extend¬ 
ed earlier and resulted in the release of 
Kranti Ranadev a few days thereafter. 

Arjun Rao and Dayachari played a 
commendable role in seeing that the issue 
did not end up in violence These were ts«o 
do-gooders who were interested in saving 
the lives of the hostages. They utilised to 
the full the personal relationship they had 
with the IGP Subba Reddi sitting at 
Koyyuru with an armed force of con¬ 
siderable strength and on his toes to 
unleash them on the tribal villages in and 
around the areas surrounding Koyyuru 
town. At Hyderabad the PS to the chief 
minister was m agreement with these two. 
The intelligence chief with whom Arjun 
Rao seems to maintain a personal equa¬ 
tion was quite ambivalent. The telephonic- 
discussions during that period whenever 
we were down at Narsipatnam and the 
transmission of the views of the govern¬ 
ment to us by these two illustrate how no 
official is allowed to take decisions on the 
spot, though specially deputed to deal 
with the issue, and how within the 
bureaucratic set up, civil administration 
is subordinate to police administration. 
While it is possible to find officers of the 
calibre of a Sankaran or a B D 5>arma, the 
bureaucratic apparatus as a collective 
suffers from the total absence of a world 
view. And whatever was taught as imply¬ 
ing a world view to the administrative 
system at the time of training and bap¬ 
tism into the bureaucratic order initially 
evolves itself into ai, elitist approach, 
where, as Marx pointed out in his tarty 
WrtiinKS, all citizens are neatly divided 
into two classes—active citizens who ad¬ 
minister. and the passive ones who are the 
administered. Thus having appropriated 
the business of administration to them¬ 
selves they have confined accountability 
within the hierarchy, criticism can only be 
in the descending order and accountability 
in the ascending order. The ageing bureau¬ 
crat, finding the state of distress, which 
he encountered when he entered service, 
continuing without any abatement comes 
to the only conclusion possible and, that 
is people themselves are responsible for 
this state of affairs and this rationalisation 
provides justification fur swtiching over 
to crass materialism and for converting 
the purpose of the stale into his private 
purpose and if this coincides with the 
philosophy of the political government he 
is in clover! But this slate of distress will 
not ensure the continuance of the existing 
social order in peace and even an attempt 
to operate insurgently within the existing 
system will be looked upon as a threat lo 
security of slate and will be put down 
ruthlessly. It is rebellion if the people 


oiganise themselves to compel the state to 
enforce its own laws and the Constitution, 
and it is downright treason if anybody 
demands the 'trict observance of criminal 
law both prtK-edural and substantive. In 
this sordid atmosphere to find persons 
committed to doing good and managing 
to operate the system at a personal level 
is a feature peculiar to this issue. This is 
not to overrule the influence of other fac¬ 
tors, particularly the public pressure 
transmitted through the media. The ap¬ 
proach is totally apolitical and working 
within the constitutional set up they 
hardly realise that the C'onstiiution is a 
political document and that if it has any 
use at all it has to play a transforming role, 
and because the Constitution has been 
systematically set aside in the governance 
of the countiy there is widespread 
violence to dislodge the status quo which 
is maintained and reinforced by state 
violence and state-supported violence. 
They do not realise that the problem is not 
the naxalite movement but the exploitative 
order the state is maintaining and the 
bureaucracy has been playing a role ih 
continuing this inKputous system. 

The police force has been increasingly 
used to maintain this iniquitous system. 
Ovet a period of years the police ad¬ 
ministration slowly gained ascendancy 
over the civil administration and today 
they have assumed the role of the Jesuits 
and the theologians ol the state. The 
district magistrate, (o; them, is a none¬ 
ntity. The functions assigned to them 
under the Criminal Procedure Code are 
of no consequence to the police. The 
entire system of executive magistracy, 
which is entrusted with the statutory task 
of enquiring into cases of unnatural 
deaths while m custody, is subordinated 
to the task of preparing preliminary 
record for hiding capital crimes by the 
police. It is the enquiries under this pro¬ 
vision, which IS fluunled by the govern¬ 
ment, right from me prime minister 
downwards as enquiiies conducted to 
verify whether there is any violation of 
any human rights. The government dog¬ 
gedly believes that repetition of a lie leads 
to a qualitative iiansformation. The con¬ 
tinuous presence of the naxalite movement 
over two decades has led the government 
to hand over the movement as a problem 
to the police establishment, which has un¬ 
fortunately led to hegemonic demands by 
the police on the system of governance 
itself. Increasingly it is assuming a 
political role The language used as 
reflected in the media has broken the 
bounds of, what is normally understood 
as, administrative culture, which implies 
tremendous amount of restraint on voic¬ 
ing one’s subjective reactions. It has 
steadily degenerated into a system of 
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organised irresponsibility, it is unfor* 
tunate, it is disturbing, but nonetheless 
true. A few days before Balraju was kid¬ 
napped. a fairly well-known police officer 
of inc DIG rank, Vyas, was shot dead by 
the PWG in the Fateh Maidan grounds, 
in the heart of the city. Nobody would 
slipport this act of violence. The reaction 
and the consequent follow-up action 
following such incidents earlier have 
always been foul murders, and of our col¬ 
leagues. Each foul murder was preceded 
by a clamour for vengeance. This time 
also there was such a clamour. In fact this 
was a headline in one of the language 
dailies. Despite this irresponsible an¬ 
nouncement of retributive violence, we felt 
it our re.sponsibility to intervene in 
Koyyuru. 

What is important is not the po.sstbi'ily 
of earlier termination of one ol our lives. 
What, to me appears impori.'mt is the 
emergence of this politics of vengeance, as 
a motive force of conleinpoiary politics. 
Can there be a politics of this type at all? 
How can regression he a principle of 
politics? Every communal riot is based on 
this principle. The leaders of these com¬ 
munal parties unleash their surrogates on 
the innocent and the: maintain the .score 
card. This was institutionalised h>' the 
Congress when thousands of Sikhs were 
put to sword tv, avenge the assassination 
of Indira Gandhi. In Bidar in 1988 13 
young Sikh students were lynched because 
some students misbehaved with women. 
Nearer home in Tsundur Ilcddics of the 
village killed dalits, sliced them and pack¬ 
ed them in gunny sacks and threw them 
in the canal that flows through the village, 
because the dalits in gener?' were 
misbeh: ving with the Reddy women of 
the village. A high court judge (retired) 
and a progressive one at that, who was ap¬ 
pointed to enquire into these killings on 
the basis of 'intesled teslnrony, found the 
dalits guilty of the accusation. The lean, 
ed judge haroiy realised ihai if teasing 
women can fuel male massacre the male 
population would have been in short 
supply. Babri Masjid was i../cd to the 
ground to avenge the misdeeds of the 
Moghul emperors. This ‘historical senti¬ 
ment’ (that is how Toynbee de.scnbes it) 
can also be reproduced by the dalits by 
announcing an agenda to avenge 't>c 
wrongs done by the caste Hindus in every 
sphere of their lives for t-'cr three thou- 
.sand years. This course would not hiing 
about a iransfoiination of the oppressive 
society into a human society. Thi.. will 
only inauguntte the descent into, whal 
Alvin Tofflcr calls, ‘the new- dark age’. 

There is, of course no question of a 
public servant cluiining a right to 


vengeance. He is just not paid to air or 
give vent to his views or feelings. There 
must be an end to such privilege and 
licence. All of us are alive to the risks to 
which a member of the police force is ex¬ 
posed and this risk increases a thousand¬ 
fold during periods of acute crisis. Use of 
violence during periods of crisis, or choos¬ 
ing to be an onlooker during such situa¬ 
tions, as happened in the recent com¬ 
munal rights in Bombay would amount 
to a political statement, and this draws 
them into the circle of retribution. Behind 
all kidnaps and violent destruction of pro¬ 
perty the demand has always been a de¬ 
mand for an enquiry into an encounter, 
a disappearance, an illegal custody coupl¬ 
ed with the demand that they be produc¬ 
ed before the court within 24 hours, etc. 
Vhe lesponse to the violence followed by 
very legitimate demands, no doubt by us¬ 
ing the coercive power at their command, 
should not be closure of all rcdres.sal fora. 
It is true that the PWG do not believe in 
the Constitution, but that is true of the 
police force also and the latter has led to 
the escalation of violence in the society. 

We have always held the view that kid¬ 
nap as a political practice is counter¬ 
productive and at some stage may alienate 
and produce resentment among the peo¬ 
ple lor whose cause is Ixtiitg waged an 
unremitting struggle, undergoing severe 
privations and at great risk in that pro¬ 
cess. The collapse of the Soviet Union and 
me east European governments informs 
us that no future society can ever be 
egalitarian if human rights arc not 
respected. No such society can be 
egalitarian if in the proces of attainment 
concern for human rights is ignored. We 
have always been of the view that no 
political movement working for over¬ 
throwing an exploitative order has any 
right to reproduce the brutal..ies practi.s- 
cd by the exploitative order. 

This is the second time we arc interven¬ 
ing. Evarlier it was at Gurthedu when 
senior IAS officers were kidnapped on 
December .?7, 1987. There it was Yugan- 
dhar, the then secretary for indastrics who 
contacted me and (he ruling party in the 
state was Tclugu De.sa.ii. The ruling par¬ 
ty Jt the centre was C'ongrcss(l). Fear of 
dismissal led the stale governinent to take 
speedy action. The terms for securing the 
release were finalised here at Hyderabad 
Itself. The release of the seven prisoners 
on bail was secured with lightning speed. 
I here has been, since then a steady 
degeneration in governance, in the content 
of politics, even in the response from the 
public to atrocities and injustices. All of 
us have been reduced to the position of 
spectators afraid even to take positions. 


Our responses ate very often moulded l>y 
our prejudices and our own politics and 
the habit of thought such politics in¬ 
culcate in tis! In a.crisis-ridden society 
such as ours government alorte is not in 
crisis, all of us also are. That is why I think 
we are at sixes and sevens on such impor¬ 
tant issues as violence on dalits and reser¬ 
vations, the necessity of a secular polity 
if social transformation is to take place 
at all, and the necessity for promoting a 
human rights tradition to ensure realisa¬ 
tion of these. 

For human rights activists Koyyuru 
(and earlier Gurthedu) raises issues regar¬ 
ding the concept of human rights itself: 
the advisability of expanding the concept 
and thereby enlarging the field of opera¬ 
tion of human rights work. What should 
be its relations with radical and 
democratic movements? Has it any trans¬ 
forming rote while opvrating the institu¬ 
tions available within a democratic set-up? 
Should it merely confine itself to main¬ 
taining a crime audit of the state? All such 
and other related questions need to be 
debated. But the debate should be oo 
broader canvas and against the backdrop 
of the recent decision of the central 
government creating a national human 
rights commission at the centre and state 
commissions of human rights at the slate 
level. The repertoire of powerful seman¬ 
tic tools alieady in use. namely, ’law and 
order’, ‘public order’, ‘terrorist act\ity’ 
and ‘terrorist’ appear to be inadequate for 
‘atrocities management’. They need an ad¬ 
judicatory body, to provide justification 
for, and confer validity to the way 
atrocities are being managed by the state. 
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Hindutvavad's Political Agenda 

Ajit Roy 


The key task today is to expose and combat the political essence 
of the Sangh parivar’s present offensive, that is, to go beyond the 
fiamework of fighting against communalism of the traditional 
variety. 


IN the context of the present turmoil in 
India, it is of the greatest importance to 
understand the fundamental difference 
between traditional communalism and 
Hindutvavad, even the “aggressive Hindut- 
vavad’. of today. Communalism, except 
for the Muslim League variety on the eve 
of independence, was hitherto, based 
on the politics of bargaining within the 
existing system for a better position and 
greater bmflts. Hindutvavad of today, by 
contrast, is aiming at the capture of power 
through some sort of a coup with a view 
to fundamentally altering the character of 
the polity, that is, to shift from the pre¬ 
sent, at least formally participatory, 
democracy to a form of authoritarian 
system, in which power will be the relative¬ 
ly exclusive preserve of the upper caste 
Hindu minority who form the main base 
of the affluent elite. This segment will 
possibly later bargain with the elitist 
elements from other religions, castes and 
ethnic communities for sharing power 
with them as subordinate partners within 
a conservative and authoritarian polity. 

The sense of urgency which is. apparent¬ 
ly prompting the core of the Hindutvavadi 
leadership in this direction is the resultant 
of interactions of currents and cross¬ 
currents generated by the political pro¬ 
cesses within the parliamentary form of 
polity which has been in vogue in the 
country for more than four decades. This 
process, all its limiuitions notwithsuuiding, 
succeeded in drawing into its vortex large 
masses of people from the grassroots, cut¬ 
ting across class, caste, religious, linguistic 
and other ethnic diversities. Politically 
sensitised, but suffering from a sense of 
dissatisfaaion and deprivation because of 
tardy, iniquitous and often discriminating 
socio-economic developments, various 
segments of these masses ate making in¬ 
creasing demands on the powers that be 
with varying degrees of militancy, often 
in mutually conflicting terms. All this is 
visibly threatening the present system with 
serious destabilisation. Hence, most sec¬ 
tions of the existing vested interests are 
looking for ways and means for restricting 
the avenues of mass participation in the 
political system as the first step towards 
taming the basic masses. 

This is also the meeting point of the 
obscurantist Sangh parivar and the ‘ultra 
modernist* business houses who are seen 
veering towards the BJP. The Ambani 


connection, the full page pro-BJP NRI 
advertisement in a foreign newspaper, the 
mobilisation of businessmen (Bengali and 
non-Bengali alike) at M M Joshi’s durbar 
at the exclusive Calcutta Club and so on 
bring out the class dimension of the upper 
caste combination behind the Hindut¬ 
vavadi offensive. Most of these elements 
have been searching for the last two 
decades for an e.scape route from the ex¬ 
isting democratic mould, limited though 
it is—through Indira Gandhi's Emergency 
rule, projects of pariyless democracy or 
presidential form of government, a so- 
called government of 'talents’ and so on. 
This means that although the Sangh 
parivar continues to mouth the emotive 
and evocative jargon with religious con¬ 
notation, it has moved a long way from 
its feudal-petty bourgeois confinement 
and has entered the lists today with a fun¬ 
damentally different agenda. Hence, the 
key task today is to expose and combat 
the political essence of the Sangh parivar’s 
present offensive, that is, to go be^^nd the 
framework of fighting against communa- 
lism of the traditional variety. This, 
however does not mean that the work for 
communal and religious amity on the 
basis of the common essence of all great 
religions should be gi-/en up. This only 
means that the focus should be shifted to 
the cynical misuse of religion for a sinister 
political purpose. 

Even in dealing with religion, some 
Marxist campaigners are, however, taking 
a somewhat bizarre position as they claim 
that confirmed atheists themselves, they 
cater the authentic essence of Hinduism! 
Naturally, the fundamentalists can etuily 
deride this claim. Indeed, the fundamen¬ 
talists have good logic in their support fm 
their version of narrow-minded ‘varna- 
shrama’ Hinduism, which is a part- -and 
generally the dominant part—of the Hindu 
religion. The correct Marxist position on 
this issue is that Hinduism, as most other 
religions, reflects within itself an inherent 
contradiction between reactionary and 
progressive, conservative and liberal, op¬ 
pressive and liberationist trends. The task 
is to intensify this contradiction and 
mobilise the masses behind the progres¬ 
sive, liberal and liberationist trends. 

From this perspective, the tough res¬ 
ponse. notwithstanding some secondary 
aberrations, of the union government to 
the BJP’s puischisi programme on 


February 2S is quite indicative. It shows 
that the feeling of diffidence among the 
opponents of Hindutvavad is rather un¬ 
warranted and IS based on an exaggerated 
estimate of the latter’s hold on the mas.ses. 
There arc sigas that the tide is slowly turn¬ 
ing (although it may surely turn back 
again) against the reactionary putschists. 
The largely indiffcient attitude of the 
BJP's support bases in Delhi to its abor¬ 
tive move, large attendance at some of the 
anti-BJP rallies in the Hindi region, along 
with a certain fall in attendance at some 
of the BJP’s stai shows—all this points 
to a certain shift in the correlation of 
forces at the popular level in favour of 
democracy. 

Even at its highest, following Advani’s 
‘rathayatra' tamasha, BJP could mobilise 
only about a fifth of ihe Indian electorate 
behind it, and that too mainly from a 
restricted region of the country only. With 
the devastating fallout of its blatant 
politics, a certain awareness of its terrible 
consequences seems to be sinking slowly 
in the consciousness of some sections of 
the population. Phis holds the promise of 
success of corrective interventions by pro¬ 
gressive forces. 

Morcovei, .some of the pionounrements 
and actions of the Sangh spokespersons 
have already made it clear that the logic 
of their politics implies suppression of 
rights of not only the non-Hindu mino¬ 
rities, but also oi ihc multitudes at the 
base of the Hindu sacieiy itself as well as 
the liberationist aspirations of the women. 
The sants and sadhus. Ihe legiiimisers of 
their politics, are demanding a return to 
the old 'varnashrama dharma', while the 
actions of the Shiv Sena, BJP’s Maha¬ 
rashtrian allv. who started with violence 
against the Muslims in Bombay .soon 
turned aggiessive against the non- 
Maharashtrian Hindus as well. All this 
has clearly exemplified that once the 
pluralist character of the Indian polity is 
challenged, the logic of the process leads 
to a further fragmentation of the popula¬ 
tion into wuinug segiTi.:nts. 

Moreover, ihe recent rise of the Hindut¬ 
vavadi offensive is also closely linked with 
the Congress(l) government’s NEP. This 
policy by opening the door wide to inter¬ 
national capital and their NRI agents 
generally strengthens Ihc conservative 
pulls in the society; more directly all this 
requires the disciplining of the working 
class and organised employees and has to 
make advance preparations against the in¬ 
evitable outburst of popular disaffection 
against the austerity measures imposed 
under the Fund-Bank prescriptions. This 
threat has already become so palpable 
that even the INTIJC, Ihc ruling class in¬ 
strument for domesticating organised 
labour, has to make audible noises in 
protest. 
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AH these inter-linkages and manifesta¬ 
tions have one extremely positive result— 
they create the possibilities of achieving 
a wide mobilisation to face the growing 
fascistic menace with religious overtones. 
Th» is evident from the responses to this 
menace from various segments of the 
Indian society. Indeed, on no other occa¬ 
sion since the transfer of power had India 
seen the convergence of so many diverse 
societal, forces on a single policy plat¬ 
form—stretching from the latmuring peo¬ 
ple to the top-most intellectuals and ar¬ 
tists in the ivory towers. Contours are 
already visible of an emerging National 
Popular Collective Will of Antonio 
Gramsci’s conception. The only lacuna at 
the moment is the absence of a conscious 
and adequate leadership to give it a shape 
Even in this sphere, the picture is not an 


ON February 18, 1993, a rather unusual 
event took place at Kudithangi village 
near Kumbakonam in Tamil Nadu. On 
February 17. Seth, a dalit residing in the 
village died. The usual dispute arose as to 
whether his funeral procession could tran¬ 
sit through the village common road. 
Dalits had been habitually denied this 
right to passage through public space by 
vanniars, also residing in the village for 
the past six years: When such a problem 
arose last year, Kamdass, founder-leader 
of the Pattali Makkal Kaichi (PMK). the 
largely vanniar-based parry, had assured 
the Kudithangi dalits that he would per¬ 
sonally ensure that iheir right to use of 
the village common road would be 
upheld. Thus on I-ebruary 18. Kudithangi 
village witnessed an unusual funeral. 
Braving the discontent of a large section 
of the local vanniars. Ramdass himself 
helped to bear the funeral bier through the 
streets of Kudithangi. 

Though vanniars are considered as a 
‘most backward caste' in Tamil Nadu, 
their economic and stKial status is not 
very different from ihat of the dalits. 
However they occupy a higher rung in the 
caste hierarchy and this ’exalted' caste 
status as well as the ideology of 
brahminis.n that informs their caste 
outlook have caused them to view the 
dalits as upstart competitors in a world 
of scarce resources. Vanniar-dalit tensions 


entirely negative one Even if pragmatical¬ 
ly, the principal Left party, the CPI(M), 
took an important step in this direction 
when it mobilised on the same platform 
in the Calcutta maidan at February-end 
a broad spectrum of political formations 
from Samajvadi Janata Dal at one end 
and the Indian People’s Front and the 
Socialist Unit Centre at the other, repre¬ 
senting diverse social forces at the grass¬ 
roots level. This pragmatic response has 
now to be carried forward in a con.scious 
and consistent manner. 

The task may not be an easy and 
straightforward matter. One should expect 
all .sorts of complications and diversions 
and most certainly surpri.ses like the 
heinous bomb blasts in Bombay and 
Calcutta. But all this will only force 
zigzags, but no change of direction. 


are rife in northern Tamil Nadu and with 
the constitution of PMK, these tensions 
have acquired yet another problematic 
dimension. The PMK leadership in 
general and Ramdass in particular have 
set themselves the objective of building 
their party into a political forum of the 
OBC.'s, dalits and religious minorities and 
have sought to allay the fears and ap¬ 
prehensions of dalits with respect to the 
PMK's motives. But the persistence of 
economic and social contradictions and 
the obdurate resistance of .sections of 
vanniar population to any kind of inter¬ 
caste alliance have obstructed and weaken¬ 
ed Ramdass’ efforts. Such efforts are 
hindered also by certain opportunistic and 
careerist dalit leaders who thrive on 
creating dalit vote banks for the bourgeois 
parties of one shade or the other. 

It is in this context that Ramdass’ 
gesture assumes immense significance. 
Neither the media Ihat usually makes 
haste to portray PMK as pro-LlTE and. 
hence, anti-national and has consistently 
vulgarised and misrepresented the PMK’s 
stand Off issues of self-determination and 
reorganising the Indian polity on a ge¬ 
nuine federal basis, paid much attention 
to the Kudithangi incident; nor did those 
intellectuals who have been keen on 
positing the OBC-dalit contradiction as 
principal in Tamil society think it fit to 


examine the implications of Ramdass’ 
presence at a dalit funeral. 

In caste Hindu society, the norms and 
rules of caste exclu.sivity and privilege are 
severe and clear-cut with respect to those 
practices that structure the various rites 
of passage in a Hindu's life Birth, puberty 
rituals, marriage and death are occasions 
for caste men and women to come together 
to re-invent their castchood. Death rituals 
are especially symptomatic of the nuanced 
and differentiated construction of power 
in Hindu society. Rather than being the 
‘great leveller', death only reinforces caste 
identity and serves to insert the dead per¬ 
son firmly into his/her allotted place in 
the caste hierarchy. It is intcre.sting that 
death was one of the sites, so to speak, 
on which some of the earliest caste con¬ 
flicts in colonial caste society were played 
out. The advent of colonialism saw the in¬ 
stitution of economic and technological 
practices that transformed Hindu notions 
of space, distance and proximity. Space 
was now no more only a function of caste 
rules but also came to be bisected-into tir- 
car’ space and the private domain of 
home and caste neighbourhood respec¬ 
tively. C'ircar space Ihat was definitional- 
ly free and open to all became the focus 
for new kinds of social tensions brought 
about by colonialism. Lower castes, tradi¬ 
tionally designated as impure, now came 
to a.sseri their rights to a free and unfet¬ 
tered use of circar space. Christian con¬ 
verts, egged on by missionaries, were par¬ 
ticularly daring in this respect and the 
mid-l9th century saw many such conflicts 
arise between dominant castes and the 
lower caste groups over the latter's new 
found right to carry their dead on public 
roads. The conflicts that were endemic in 
southern Tamil Nadu came to signify a 
new form of resistance emerging in caste 
Hindu society and one that would seek to 
lay siege to symbolic honours and goods 
as part of a larger sustained struggle to 
appropriate, transform and re-possess 
dominance and hegemony from the upper 
castes, especially the Brahmins. 

Ramdass. then, breached tacitly ac¬ 
cepted boundaries of caste relationships 
and by wilfully erasing the stigma that 
traditionally attaches itself to the dalits. 
even in death, may be said to have re¬ 
inserted into'the agenda of anti-caste 
struggles in Tamil Nadu acts of symbolic 
resistance. It is not only in Kudithangi, but 
in various instances of caste tensions bet¬ 
ween BCs and dalits. that Ramdass has 
intervened to assuage the fears of the 
latter and expressed his solidarity and that 
of his party with them. 

It seems to us that it is in the domain 
of symbolic rights that BCs and dalits 
may prontably come together to challenge 
brahminism, though contradictions bet¬ 
ween them may well persist in the econo¬ 
mic sphere. This will also serve to carry 
the struggle against ca.steism and brahmin 
hegemony amongst the BCs themselves. 


Democratising Death: PMK 
Experiment 

V Gootha 
S V Rajadunii 

It is in the domain of symbolic rights that backward castes and 
dalits may come together to challenge brahminism .though 
contradictions between them may well persist in the economic 
sphere. 
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'Uesperate Measures 

Police Repression of Anti-Dam Movement 

at Alirajpur 

Smita 

The World Bank has insisted on a survey of the 12 villages which 
are supposed to have been rehabilitated before further assistance is 
released. The authorities are using every means in their power to 
ensure that the survey shows the rehabilitation measures to have 
been satisfactory. 


IN its desperation to comply with the 
World Bank stipulations, the government 
has once again resorted to police firing 
and repression of those opfMsing the Saidar 
SaiDvar dam. The latest indents took place 
in Alirajpur tehsil of Jhabua district in 
Madhya Pradesh, where 12 villages will be 
submerged in the first phase of the Sardar 
Sarovar project. Jhabua is a district in the 
south-western corner of Madhya Pradesh, 
whose inhabitants are mostly poor Bhil 
and Bhilala adivasis mainly dependent on 
unirrigated agriculture and forest produce 
and who migrate to other areas as 
labourers. The adivasis of Jhabua under 
the banner of the Khedut Mazdoor Chetna 
Sangath, with the support of the Nar¬ 
mada Bachao Andolan have been boycot¬ 
ting all work related to the dam. 

The immediate reason for this us<* of 
force is the fact that the World Bank has 
renewed the loan to the Sardar Saiovar dam 
only on the condition that the 12 villages 
are surveyed and satisfactory rehabilitation 
measures taken before March 31, 1993. 

During the last couple of months, the 
district administration under the collec¬ 
tor. R S Julaniya and the police have been 
trying to terrorise villagers and intimidate 
the activists of the Khedut Ma/door 
Chetna Sangath in order to complete the 
survey. The Sangath has been questioning 
the rehabilitation measures taken by the 
authorities. Due to this, it has earned the 
wrath of the district administration. 

In December, a police camp was set-up 
at Sakarja near Anjanwara as a blatant 
attempt to frighten those opposing the 
dam. The police used to harass villagers 
who passed the camp. For over a month 
the visit of the survey team along with the 
police became a regular event in Anjan¬ 
wara and other villages near Sakarja. 
They met with no success, despite the fact 
that the police used to threaten villagers 
with arrest, if they did not allow the 
survey. The people of the villages which 
do not want to move used to organise and 
stop the police and survey workers. 

On January 22, the Sangath and other 
villagers opposed the work of the survey 
team in Sakarja. After this the administra¬ 
tion filed false ca.ses ^gainst 1^ prominent 
activists and almost all the residents of 
four villages under I PC 147, 14fl, 149. 294. 
307, 426 and S06. These are charges like 


attempt to murder, obstruction of public 
duty and rioting with deadly weapons. On 
January 29, about 2S to 30 armed police 
with an equal number of survey workers 
entered Anjanwara village and tried to 
forcibly measure the field and house of 
one, [>edhia. A IS-year old adivasi girl 
Danaki snatched the measuring tape and 
asked everyone to go away as the villagers 
did not want to move. At this, the SHO 
of Umrali police station, Solanki, hit her 
with the barrel of the rifle. She fell down 
and when she tried to get up, he hit her 
again. Two women who came forward to 
help were also badly beaten by the police. 
When the rest of the villagers saw the 
police beating the women, they ran for¬ 
ward in a rush, forcing the police and 
others to retreat. The police fired six 
rounds in the air and left threatening to 
return the next day with a larger force. 

The following day, while the villagers 
were preparing to flee the village about 
200 armed police and survey workers 
entered Anjanwara village. They blocked 
all the toads of the village. Some women 
who were leaving the village were cornered 
by the armed police. The women and 
children were severely beaten by the police. 
Rangibai, a pregnant woman was beaten 
with a rifle butts and it is feared that she 
may have an abortion. Some women tried 
to cross the Narmada river in order to 
escape. They were dragged out by their 
hair by the police. They were then being 
taken away to the police base camp at 
Sakarja along with their children. This 
was resisted by the man of the village who 
pleaded in vain with the police to arrest 
them and release the women and children. 
When it seemed as if the armed police 
would forcibly take away the women and 
children, a few villagers threw a few stones 
at the police who were however, outside 
the range of the stones. The police made 
that an excuse to fire eight rounds one 
bullet injuring one. When the police left, 
the villagers fearing further reprisal 
retreated jnto the hills. On February 2, the 
police and survey team again entered 
Anjanwara. The ‘survey’ was completed 
in the absence of the villagers, houses were 
looted, pots and pans broken, fishing nets 
were torn and grinding stones were also 
broken. This last is a serious damage is 
Anjanwkra is a remote village with no 


electricity in its vicinity, grain has to bc 
ground on the.se manual grinding stones. 
Silver ornaments, cash and 20 kg of 
groundnuts were stolen. The police also 
ttKvk away a licensed rifle of a patel of the 
village and I'-aditional bows and arrows 
kept by the villagers. 

On the same day (February 2) nine ac- 
livisis of klK-dut Ma/diH>r Chetna Sangath 
were airesicd by Ihabua police from Indore 
city as they left the Indore Press Club after 
holding a press conference. Among those 
arrested was an adivasi woman, Hcngihai of 
Amh;i vilkige who had gone out for the first 
lime to tell the press about poUcc ic|>tession 
in her village during the survey work. She 
was ihreaicncd with rape while in custody. 
She was kept in Jhabua jail, 160 km from 
her village, rather than Alirajpur jail. 

The other activists were taken to Aliraj¬ 
pur town, where they were kept in Alirajpur 
police siaiiori. They were abused and 
beaten in police custody. Kha/an, of 
Anjanwara village who is a prominent ac¬ 
tivist of the Sangath was tied to a pillar 
and beaten severely by several policemen 
including the SHO of Alirajpur police sta¬ 
tion. He became unconscious as a result 
of the beating. When he complained to 
the subdivisional police officer Dinesh 
Chowdhery about the beating, the SIXKP) 
himself beat Kha/an severely as well as 
other activists who were in the lock-up. 

Meanwhile the police'havc threatened 
house-owners m Alirajpur towrn who had 
retired out houses to activists of Khedut 
Mazdoor Chetna Sangath. lawyers were 
lold that if they took up the ca.ses of the 
activists, they would face the displeasure 
of the di.strict administration. A rumour 
was siancd that iho.se trying to obtain bail 
would thcm.selvcs be a'-rested. In fact, two 
friends of the activists, Rahul Ram and 
Ashwini who had come to inquire about 
the cases of those arrested were themselves 
arrested under I PC 307 and IK6. Nineteen 
people were arrested and jailed. Not con¬ 
tent with arresting people on false charges, 
a rally was organised in Alirajpur town, 
against the Sangath, with the active help 
of the district administration, fhe Sangath 
does not have many sympathisers in Aliraj¬ 
pur town whose residents are mostly 
government employees and traders who 
line their pockets by fleecng adivasi.s. 

Despite such repression and terror, 
the Sangath and the Narmada Bachao 
Andolan, held a rally on February 15, in 
which hundreds of villagers participated. 
Many of them had covered distances ol 
40 to SO km to take part in the rally. On 
the day of the rally, (volicc stopped truck 
loads of people coming from the Nimad 
area of Khargonc district for the rally and 
even went to the extent of stopping state 
transport and private buses detaining ac¬ 
tivists of Narmada Bachao Andolan. who 
wcie later allowed to go. fhe most hearie- 
riing thing about this entire episode was 
that most of the people of the villages to 
be submerged in Alirajpur tehsil, even 
those from Anjanwata are still adamant 
about opposing the Sardar Sarovar dam 
and not leaving their ancestral lands. 
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Ideological Polarisation 

Atnaresh Miiini 


While there is much evidence of a consolidation of Sangh-BJP 
forces in the state, the non-Congress left opposition to the 
dominant pattern of communal politics is continuing to hold its 
own. 


EVEN though the response to the 
February 2S BJP rally was decidedly poor 
in UP, this has had little effect so far on 
tlw overall political fortunes of the party. 
In nearly all spheres, the Sangh parivar 
ia still maintaining its political edge and 
the whittling down of belligerent postures 
on Kashi and Mathura ha.s not dampened 
the campaign revolving around the 
December 6 incident and its implications 
The public meetings of some high profile 
party leaders especially in the reaches of 
central and north-west UP are cUciting the 
necessary support and a few factional 
disputes that once again rose to plague the 
UP unit settled down quickly without any 
damaging effect. In fact, this time the 
polarisation in its favour is more on 
ideological than on purely emotive 
grounds, with an apparent lull hiding 
perhaps a deeper coasolidation of the 
Sangh-BJP forces. 

Meanwhile, the Congress continues to 
be in the wilderness though the centre’s 
‘tough’ handling of the situation created 
by the Delhi rally did embody the possi¬ 
bility of the party once again regaining its 
stock especially amongst upper strata 
Muslims and a section of the secular in¬ 
telligentsia. But such predictions have 
rested on a fragile basis and their projec¬ 
tions can be easily overturned by some 
other developments. By and large there is 
widespread scepticism and cynicism about 
the Congress’s rule and middle class 
euphoria about the budget proposals too 
shows little sign of long-term sustenance. 
For all practical purposes, the financial ex¬ 
ercise has failed to shift the focus away 
from Ayodhya; mote appropriately it has 
given other parties, one more issue to 
demarcate their position from that of the 
ruling party. 

This has come in particularly handy for 
the non-Congress, non 3JP opposition, 
whose stock has risen enormously in re - 
cent months. Whether it is the efforts of 
leaders like Mulayani Singh Yadav to 
revive the anti-BJP agenda around his 
figure or the confabulations of V P Singh 
and Chandra Shekhar, such events are get¬ 
ting sufficient coverage in print and other 
media. This is so even when the 13-party 


National Campaign Committee (NCC) 
could not assume the desired shape in UP. 
It remained plagued especially by the 
leadership tussle between Mulayam’s 
Samajwadi Party and V P Singh’s Janata 
Dal, both of whom are trying to assert 
their dominance over each other before an 
electoral adjustment becomes inevitable. 

In this, the dice is loaded more heavily 
in favour of Mulayam who alongwith the 
BSP forces is holding independent rallies 
in the state assured as he is of the grow¬ 
ing support of the Muslims. For the time 
being even the underlying fragility of the 
coalition forged by him—owing largely to 
the hitherto unstable political produc¬ 
tivities of Kanshi Ram and his ilk—is not 
casting any immediate shadow over the 
upswing in his fortunes. By contrast the 
Janata Dal appears cramped for want of 
an effective leadership in the state. V P 
Singh’s charisma is clearly on the wane 
and efforts to build up Ram Vilas Paswan 
or Sharad Yadav in UP too have yet to 
take a concrete shape For a while the JO 
tried projecting Laloo Yadav to combat 
Mulayam in the state and the Bihar chief 
minister attended a number of NCC 
rallies as the main speaker. But his 
presence failed to generate any ripple in 
UP on the pattern of Bihar; on the con¬ 
trary the JD meeting at Ballia and other 
places got a lot of adverse publicity main¬ 
ly because of Laloo Yadav's constant 
references to film songs and heroines in 
his speech which included some non- 
serious and derogatory remarks about 
women folk as well. In fact, the latter’s 
crude rusticity and gung-ho flair which 
completely overshadowed the more sedate 
profile of leaders like V P Singh has not 
gone down well with the political culture 
of UP, exacerbating the problems of JD 
fL.'ther. Though the left parties have been 
seen quite prominently with the latter, 
their concern still is to bring together V P 
Singh and Mulayam rather than striking 
out an independent coalition of Janata 
Dal and the left. Both the CPI and the 
CPI(M) have also shown a surprising 
reluctance to go in for grassroots mobilisa¬ 
tion or a confrontationist posture on 
the issue of communalism. Recently 
they went out of their way to thwart the 


IPF-C'Pi(ML)-sponsored February 2S rat 
ly at Benares which after being postpon¬ 
ed from an earlier date was adopted by 
the NCC as its own programme. Keeping 
with its recent tread, the UP administra¬ 
tion once again deniedfiermission for the 
event following which the left parties per¬ 
suaded other willing parties like the 
Janata Dal also to withdraw thdr 
participation. 

The programme however went ahead 
and over 10,000 jPF-CPi(ML) activists 
defied the ban and courted arrest along¬ 
with the CPI(ML) general secretary Vinod 
Mishra. The event received wide coverage 
as it was the first lime in recent years when 
an organisation undertook a man initi¬ 
ative of this kind in a BJP bastion like 
Benares. Consequently the left parties had 
to effect a humiliating climb-down from 
their earlier position—their state leaders 
eventually issued statements condemning 
both the arrests and the role of the- ad¬ 
ministration. The latter’s attempt to club 
the BJP rally at Delhi with the IPF in¬ 
itiative as part of a general law and order 
issue came in for strident criticism ip 
general democratic circles also, apart from 
being denounced in the national and local 
press. More importantly however, judging 
especially by the level of general support, 
the programme brought inio-open once 
again the level of simmering but unar¬ 
ticulated dissent exi.siing against the cur¬ 
rent dominant pattern, besides putting an 
effective stamp on the growing clout of 
the radical left which has gained tremen¬ 
dously in the last few months of Hindutva 
style as.serlion in UP. Beginning from the 
December 5 clash between IPF workers 
and the kar sevaks at the lock now Char- 
bagh Station (when the former were go¬ 
ing to attend the opposition march on the 
same day) and coming down to the 
Benares rally via the January 26 incident 
involving Ashok .Singhal, the line of 
countering communalism through mili¬ 
tant mass mobilisation is being finally 
given a practical shape by IPF-CPl(ML) 
activists at various levels. 

This is full of interesting long-term 
significance for the state, an early indica¬ 
tion of which came to the fore during the 
just concluded Allahabad University 
Students Union (AUSU) elections. In 
these, the anti-Mandal and pro-BJP were 
completely wiped off and in a state sup¬ 
posedly reeling under the impact of 
Ayodhya. the IPF-CPl(ML)-backed 
AISA candidate won the crucial president¬ 
ship on a plank espousing ‘right to work’ 
and democratisation of campus life for 
the students. The second slot was oc¬ 
cupied, interestingly enough by a JD 
nominee who actually fought on the basis 
of a declared anti-left, naxalite polarisa¬ 
tion which saw the Congress. BJP join 
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'nanus wiin a seaion oi iiw JaniMa Ual'to^'' 
defeat the AISA. As a result, both the of- 
ndal BJP and Congress candidates could 
poll 127 and 350 votes respectively while 
the current of ‘backwardism’ represented 
significantly by the Mulayam-BSP forces 
managea only about 2M votes. Yet a 
significant aspect of the AUSU elections 
which play an important role in UP 
politics remained the victory of candidates 
belonging to the backward communities 
on other posts in a predominantly upper 
caste university. This, however, also came 
about less because of any over-riding pro- 
Mandal wave and mainly as a result of the 
tadicalisation effeaed by the AISA at the 
top. The political barometer of the state 
is still recording positive reactions to this 
rather stunning chain of events which 
demonstrated that the earlier protest 
against Ashok Singhal was no fluke. 

Interestingly, students in union elections 
in Kumaon University (Nainital district) 
too denoted recently the small but signifi¬ 
cant emergence of fudents as an anti- 


communal force. There, the AISA can¬ 
didate again, won the po.;l of president in 
an area where the BJP had swept the 
Vidhan Sabha polls, and otherwise also, 
left democratic forces have come forward 
with initiatives to combat the BJP in Ut¬ 
tarakhand. It may be recalled that in keep 
ing with its electoral promise, the erstwhile 
BJP state government had passed a resolu¬ 
tion demanding the creation of a separate 
Uttaranchal. But beyond such ritualistic 
exercises the party was unable to under¬ 
take any follow-up action on the issue. 
Now both the IPF and the CPI have come 
forward with the idea of forming special 
regional party committees to pursue the 
cause of a separate statehood and recently 
formations like the UKD and Uttara¬ 
khand Sangharsh Vahini too have ex¬ 
hibited renewed vigour. Joint moves in¬ 
volving them and the IPF are in the off¬ 
ing and though the CPI ha.s yet to link 
itself with the effort, the rumblings of a 
new initiative in the hills of UP are clear¬ 
ly being heard. 


Foreign Banks: Need for Control 

Aparna Viawanathan 


The nature of securitised lending in international capital 
markets makes the Dunkel Draft provisions eliminating controls 
on foreign banks detrimental to the interests of developing 
countries. 


THE Draft Pinal Act limbodying the 
Results of the Uruguay Round of Multi¬ 
lateral Trade Negotiations (‘Dunkel 
Draft’) seeks to liberalise international 
trade in financial services by requiring 
countries to provide market access and to 
eliminate discriminatory treatment against 
foreign banks. The Dunkel Draft speci¬ 
fically ensures the right of transnational 
banks to engage in cross-border trade 
through the underwriting and placement 
of securities which, in the mid-1980s, 
replaced syndicated bank loans as the 
principal medium for the lending and bor¬ 
rowing of international loan capital. 

The impetus behind the Dunkel Draft 
comes from the perception among banks 
in OECD countries that they arc more 
competitive than their counterparts in the 
‘developing* countries because of superior 
banking techniques, access to information 
and currencies used in international trade, 
and stronger links to suppliers of services 
which support trade such as insurance and 
shipping. Those in favour of casing res¬ 
trictions on foreign banks argue that 
transnational banks are the best placed to 
assist Indian corporations in raising funds 
directly in global capital markets through 


international bond issues and the new 
financial innovations such as Note 
Issuance i-aeilitics (NIPs). 

However, like the syndicated bank loans 
which recycled petrodollars to the non-oil 
exporting developing countries in 197.1-8.3, 
international securitised lending may well 
leave borrowers in developing countries 
worse off than without foreign financing. 
Between 1973 and 1982 lending was pro¬ 
vided in the form of floating rate bank 
loans which failed to shift the risk of 
interest rate increases to world capital 
markei.s. Therefore, the conditions of high 
interest rates and depressed export 
markets prevailing after 1980 imposed for¬ 
midable difficulties in servicing thei> debts 
and raising additional loans on develop¬ 
ing countries. Most borrowers wete left 
with huge external debts which adversely 
affected their development objectives. 

Similarly, securitised lending, whether 
by issuance of short-term notes through 
NlFs, medium- to long-term securities 
through Floating Kate Notes (FRNs) or 
bonds, IS also at floating rates. Sccuriiiscd 
lending, like syndicated loans fails to shift 
interest rate risk to world capital maikcis 
and imposes on borrowers a floating and 


unpredictable interest cost. A period of 
volatile and exceptionally high interest 
rates and depressed world export markets 
will once again heighten the debt service 
burden and leave borrowers in developing 
countries in a worse financial condition 
than prior to obtaining financing. There¬ 
fore. the role i>f foicign banks in issuing 
and uiideiwriiiiig securities must be 
rcgtiiatctl lo the extent ncccs.sary to ensure 
ihui the iniercM cost of obtaining financ¬ 
ing diiecils on itie capital market docs not 
lead ie> an estcinal debt burden in India 
similar lo thai which plagues l.alin 
America. 

Funhei nusie, ihe lole of foreign banks 
in issuing and uiidci writing securities that 
are Haded globally imisi be regulated 
because ilie new innovations in securitis¬ 
ed lending involve olf balance sheet tran¬ 
sactions which arc not subject to Ihe con¬ 
trols imposed on bunks' balance sheet 
business. Under short-term notes or NIFs, 
a bank arianges to purchase an issuer's 
un.sold notes at a pre-arranged price NIFs 
involve contingent commiimcnis which 
generate fee income for hanks, but are not 
captured as assets or liabilities on bank 
balance sheets nndei conventional ac¬ 
countancy procedures Nil s arc therefore 
off-balance sheet iiaiisactions which avoid 
the regulatory constraints imposed on 
bands' balance sheet Inisincss. 

Because they are not reported on 
balance sheets, off balance sheet transac¬ 
tions make it dilficull to determine the 
risk exprisure ot various sectors of the 
economic struct uic. Oil-balance sheet 
activity may grow at iaie.s which exceed 
the capital of banking institutions and 
financial iiitcimediaries. T his risk is par¬ 
ticularly acute in the light ot the fact that 
it was the capital constraints faced by 
transnational banks in the early i98(]K 
which led to widespread off-balance sheet 
activity. T'herefore, regulatory procedures 
must developed which ensure that in¬ 
termediation ol the new iliiancial innova¬ 
tions in international scciirit'sed lending 
by foreign banks in India does not expose 
the financial syslein to excessive risk. 

Liberalisation of restrictions on foreign 
banks raises a luiiiibei of additional con¬ 
cerns lor India. Mrs!, foreign banks may 
adversely alTcc'. competiiion in that their 
sijperioi financial sirciigth will enable' 
foreign banks lo undercut indigenous 
conipetiiois through price discrimination 
between markets in diHcrcnt countries. 
Such predaiorv pricing by transnational 
barik.s may nor be amendable to effective 
regulation as the relevant information 
regarding prices and costs is generally 
unavailable. 

5kvond, grcatei access of foreign bank.s’ 
lo the Indian market will preclude use of 
the banking system loi the promotion of 
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development objectives by, for example, 
reducing national control over the volume 
and allocation of domestic credit. The 
critical role of domestic credit in economic 
development is illustrated by the post-war 
Japanese experience. The Bank of Japan’s 
control over domestic financing conferred 
Japan’s Ministry of international Trade 
and Industry (MITI) with leverage over in¬ 
dustry. Specifically, it enabled MITI to 
stoke rivalry between domestic companies 
I 9 selectively offering financial assistance, 
thereby forcing Japanese companies to 
become competitive. 

In addition, the two-tier banking 
system in which city banks loaned sums 
to enterprises well in excess of net worth 
or ability to pay and city banks overbor- 
rowerffrom the Bank of Japan provided 
industry with large infusions of capital 
which they would not otherwise have been 
able to obtain. The overloaning system 
moreover, liberated companies from 
shareholder pressures for short-term pro¬ 
fitability. Unlike their American counter¬ 
parts, Japanese companies could invest 
heavily in plants and equipment, price 
products aggressively, and incur sustain¬ 
ed losses in order lo penetrate foreign 
markets and expand long-term market 
share. The Bank of Japan’s control over 
the domestic credit market also ensured 
low interest rates. 

Eliminating restrictions on foreign 
banks may further hamper development 
objectives by reducing the effectiveness of 
monetary policy in controlling inflows and 
outflows of capital and the level of ex¬ 
change rate. H}reign banks have better ac¬ 
cess than their domestic counterparts to 
external sources of funds and may bor¬ 
row from external sources in order to 
evade the impact of policies designed to 
restrain monetary expansion. Foreign 
banks are less governable in that they may ' 
use their international networks to 
facilitate capital flight and engage in 
operations that conHict with national 
monetary policy. 

Thuisnational banks are the best placed 
to assist Indian companies in directly ap¬ 
proaching international capital markets. 
However, the volatile and unpredictable 
interest cost of international securitised 
lending requires regulatory control to en¬ 
sure that an externa! debt burden similar 
to that of Latin America is not created in 
India. Furthermore, because securiti.sed 
lending involves off-balance sheet activi¬ 
ty. appropriate regulatory measures are 
needed in order to ensure that such tran¬ 
sactions conform to macro-prudential 
policy. In sum, the nature of securitised 
lending in international capital markets 
makes the Dunkel Draft provisions 
eliminating controls on foreign banks in¬ 
compatible with macro-prudential policy. 
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Bombay Riots: Second Phase 

Aaghar Ali Engineer 


Vicious and sustained communal propaganda by the Shiv Sena 
and its state of preparedness for violence, a communalised police 
force and internecine tensions within the state Congressfl) all 
contributed to the extensi}^ nature of the violence in Bombay in 
January. 


BABRI Masjid was vandalised on 
December 6 and Bombay had witnessed 
communal violence from December 7 on¬ 
wards about which we have already pre¬ 
pared the report. The riots in second 
phase began on January 6. The causes arc 
varied and controversial. It is very difficult 
to say with certainty as to how these riots 
began. There arc different theories. Some 
say it began because of the murder of two 
mathadi workers inside a godown in 
Dongri. It was alleged that the Muslims 
murdered them out of communal venge¬ 
ance. However, this has not been confirm¬ 
ed. It was also maintained that the 
mathadi workers were killed in union 
rivalry. The police confirmed this but only 
after the damage was done. 

According to another version the riots 
began in Bhendi Bazar. Null Bazar and 
Mohammad Ali Road as a result of 
rumours that the Muslim dargah in 
Mahim had been demolished by the Hin¬ 
dus. It IS true that a few cases of stabbing 
were reported from these areas. And un¬ 
doubtedly this became the flash point for 
the riots. However, it would be simplistic 
to say that the riots started because of 
these Slabbing ca.scs and no other factors 
were at work. 

Yet the note prepared by the govern¬ 
ment of Maharashtra for the MPs lists 
only those incidents between January 6 to 
8 in which the members of the minority 
community attacked the Hindus. By im¬ 
plication the Maharashtra government has 
accepted the Shiv Sena view that the riots 
were staned by the Muslims and that what 
happened thereafter was a 'spontaneous' 
response by the Sena and oihm. The Shiv 
Sena was in fact preparing for violent out¬ 
bursts on a large scale. It only waited for 
the flash point and the incidents in Bhendi 
Bazar-Mohammad Ali Road area provid¬ 
ed one. 

A close scrutiny of events would belie 
the government’s claim. Apart from other 
things the ‘maha artis’ had done a lot of 
damage to communal peace. Hundreds of 
Shiv Sainiks, BJP men and others par¬ 
ticipated in these maha artis which in¬ 
variably ended with anti-Muslim pro¬ 
paganda that exacerbated communal ten¬ 
sions and prepared the atmosphere for an 


eruption of communal violence. In many 
cases the maha artis were followed by at¬ 
tacks on Muslim properties and life. And 
the government note mentions that there 
were 33 such artis between December 26 
and January 5,- i e, before the events to 
which the government ascribes the riots. 

The police commissioner admitted on 
January 7 that the maha artis were ‘ag¬ 
gravating’ the situation. By January 8,113 
such artis had already taken place. These 
maha artis were allowed throughout the 
period of riots and 498 of them had taken 
place by February S of which 172 had at¬ 
tendances of over 1,500, according to the 
government. It also should be noted that 
rioting in fact had begun on January 2 in 
Dharavi leading to the exodus of Muslim 
families (as reported in The Times of 
India, January 3). This exodus swelled to 
thousands within a few days. This certain¬ 
ly cannot be ignored as the-government 
note does. 

In fact systematic preparations were 
made much before the second phase of 
riots began. Surveys had been carried out 
to identify Muslim houses, rickshaws, 
taxis and cars. For example, in Pratiksha 
Nagar near Sion-Koliwada , such a survey 
was carried out a week before the riots 
and after the riots began those very 
houses—identified as Muslim houses— 
were demolished. Bal Thackeray of course 
blamed it on ‘outside element’ and ‘anti- 
national elements’. He even identified the 
anti-national element as ‘Pakistanis' one 
crore of whom, according to him, had 
entered the country and spread all over 
India. Besides these he also mentioned the 
infiltration of ‘Bangla Muslims’ in the 
country. When it was pointed out that the 
Shiv Sena had reportedly accepted its in¬ 
volvement in the riots, he said. "We have 
been forced to get involved because our 
job is to retaliate. If there would have been 
no Shiv Sena the Hindus would have been 
slaughtered!’ 

Earlier Pramod Navalkar, the Shiv 
Sena’s leader of opposition in the upper 
house, had admitted in an interview to 
Rajdeep Sardesai of The Times of Indus, 
“Our boys were involved in the rioting’’ 
adding “but for every five Shiv Sainiks on 
the street, there were also 20 anti-social 
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elements involved!* Manohar Joshi. senior 
Sena MLA, told Sardesai that “I will not 
call them Shiv Sainiks. They were all 
anguished Hindus who were spontaneously 
reacting to what happened in Jogeshwari!* 
(Four Hindus were burnt alive in the 
Radhabai Chawl on January 8 in the 
Jogeshwari slum.) Some grassroots Sena 
workers told Sardesai that there were ap¬ 
proximately 220 ‘active’ ‘shakhas* (bran¬ 
ches) in the city. On an average, each 
shakha has around 200 committed mem¬ 
bers. This itself gives the Sena an army 
of 40,000 sainiks as against the police 
strength of just over 30,000. According to 
Sardesai “The plan decided upon in the 
shakhas was simple—spread the word that 
people’s lives were threatened, that 
temples would be destroyed and that 
sophisticated arms were being brought in¬ 
to the city. The more active sainiks began 
going through voters’ lists and also fin¬ 
ding out the names of building and shop- 
owners in some areas. These lists were 
available with the Sena shakha pramukhs 
immediately after the December 6 riots!’ 

All this clearly shows the involvement 
of the Sena in the January riots in a big 
iray. The Sena had deliberately spread the 
rumour that sophisticated weapons had 
come for use in the riots but what is sur¬ 
prising is that the then police commis¬ 
sioner Bapai made a press statement that 
there was a sustained firing from AK-47 
rifle for an hour from a mosque in 
Mohammad Ali Road area. He even said 
that the “shells were found” though the 
gun itself was not traced. This was an un¬ 
fortunate statement and the commissioner 
had to admit later that no trace of an 
AK-47 was found and that such a weapon 
might not have been used. But to give such 
a statement when the riots were raging was 
highly irresponsible. 

Another theory floated about ihe.se 
riots was that builders had organised these 
riots. Apart from the faa that the builders’ 
organisation denied their involvement 
through a press statement no such ervi 
dence was found during our investigations 
except in Malad where in the first phase 
loo. a local builder was probably involved. 

It is also maintained that the in-fighiing 
between the two factions of the Congress, 
i e. one led by chief minister Sudhakar 
Kao Naik and the other by Shaiad Pawar 
contributed to the tense situation. Accor¬ 
ding to this theory the Sharad Pawar 
group was fuelling the riots to destabilise 
Naik ministry. It was also being said that 
since Naik had got f*appu Kalani and Bhai 
Thakur—both C-ongress MLAs belonging 
to the Sharad F^war group—arrested and 
their unauthorised buildings demolished, 
their men, in order to leach Naik a les.son, 
systematically organised riots in the se¬ 
cond phase. However, it is very difficult 
to substantiate this theory. .Among the 
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reasons given by Naik for the riots was 
that various lobbies and mafias with con¬ 
nections in high places provoked the 
violence and specially benuse he had 
dared to take them on. Here he may be 
hinting at those two controversial MLAs 
and their clout with Sharad I^war. But he 
also mentioned the demolition activities 
underUken by the Bombay Municipal 
Corporation in the minority-dominated 
areas and other such incidents. There may 
be some truth in the theory that some peo¬ 
ple were interested in destabilising Naik 
ministry. Earlier riots were organised to 
destabilise the Karnataka and Andhra 
Pradesh chief ministers. Riots raged in 
Hyderabad and in Karnataka until the 
respective chief ministers were removed. 

However, one thing is quite certain that 
the Naik ministry totally failed to control 
the situation which became so grim that 
many from the city including Tata and 
Nani Palkhiwala demanded partial emer¬ 
gency and the handing over of the city to 
the army. The city had never witnessed 
communal violence of such magnitude 
ever before. Ewn the May 1984 riots were 
nothing compared to what happened dur¬ 
ing January. The whole city went up in 
flames and very few areas remained unaf¬ 
fected. Muslims, rich or poor, spent their 
days in sheer terror. During the riots 
generally poor people are considered soft 
targets and it is they who die and it is they 
whose properties are looted and burnt. 
But during these riots in Bombay even the 
richest Muslims were not safe. Their flats 
located in high-rise apartment buildings 
were threatened. Many had to pay protec¬ 
tion money. Even their cars parked in the 
courtyard of these buildings were in many 
cases set abiaxe. Hundreds of shops 
belonging to Muslims were looted and tor¬ 
ched. About 300 bakeries, mostly belong¬ 
ing to UP Muslims were burnt to ashes 
with the result that there was a serious 
shortage of bread for many days in 
Bombay. Fcr a few days the price of bread 
shot up to Rs 10 per loaf of 400 gm 
against their normal price of Rs 4. Even 
factories and industries were not spared, 
it appeared as If it was a systematic at¬ 
tempt to destroy Muslims economically in 
this prime commercial city. Shops belong¬ 
ing to the Bohras and Khojas, the two 
most peaceful Muslim communities who 
hardly ever take part in any political con¬ 
troversy. were not spared. Hundreds of 
Bohras and Khojas lost everything. Many 
of them had to leave the city lor other 
places. 

Also, it was for the first time that peo¬ 
ple fled in large numbers from the city. 
Bombay never sends people back. It only 
attracts them. It was only during these 
riots that the exodus began and it is said 
that more than 2.00,000 people left the 
city, both Hindus and Muslims. Special 


trains had to be run for the purpose Many 
may never return now. Non-Maharasht¬ 
rian Hindus also left for fear of being 
attacked by the Shiv Sena. And some left 
because they were atucked by the 
Muslims. 

Despite ail this Naik maintained that he 
had not failed in his duty. He said, **1 have 
taken the maximum possible measures to 
bring the situation to normal. I have not 
failed in my responsibility and left no 
stone unturned to tackle this abnormal 
situation. There was no lapse on the part 
of the state administration. On the con¬ 
trary it worked round the clock” He also 
added that he would not resign owning 
moral responsibility for the violence 
because, “as the head of the state. I must 
tackle the situation firmly come what may 
and must not run away from the situa¬ 
tion”. How he tackled the situation is now 
history. Some newspapers even likened 
him to Nero who was fiddling when Rome 
was burning. To impartial observers it ap¬ 
peared as if the Sena chief Bal Thackeray 
was in command. 

The police was totally communalised 
with few exceptions. There was over¬ 
whelming evidence that the police was 
siding with the Sena. Policemen even used 
filthy language for the Muslim police of- 
ficers in their wireless messages which are 
always taped. Some messages were record¬ 
ed in which the policemen on duly sent 
a message asking for a fire brigade to be 
made available as the miscreants had set 
fire to some houses. The police officer in 
police control room then inquired about 
the community of those whose houses 
were set ablaze and on being told that they 
were Muslims, the officer concerned said 
that let them die and if anyone comes out 
alive, shoot them. The Committee for 
Protection of Democratic Rights has fil¬ 
ed a suit requesting the court to take 
possession of the cassettes on which the 
conversation has been recorded. 

People from various areas like Behram- 
pada, Bandra complained to us that the 
Shiv Sena goondas set fire to houses by 
throwing petrol bombs and when they 
came out to douse the fire, the police fired 
upon them. Some even alleged that the 
policemen were leading some miscreants. 
It was also alleged—though difficult to 
v<>rify—that some policemen gave their 
uniforms to the Shiv Sainiks. This may be 
true or not but there is no doubt that the 
Bombay police was showing open sym¬ 
pathy with the Sena men. Despite such 
overwhelming evidence nothing was done 
to chequemate it. Police commissioner 
Bapat never admitted the failure on the 
part of his men but kept defending them. 
Although he was later removed from his 
post the action came too late. The army 
was called but it had no orders to shoot. 
Only a police officer could give order.« to 


shoot. Thus thcju^ny was totally depen¬ 
dent on the polte and hence could not 
be as effective as it could have been. This 
can be illustrated by an incident at 
Behrampada. 

The local Shiv Sena MLA Sarpotdar 
was alleged to have played a role in attacks 
on Behrampada. He was found in posses¬ 
sion of a revolver and a ‘gupti’ and the 
army arrested him. But the pplioe released 
him after women supporiers demonst¬ 
rated outside the police station. Bal 
Thackeray said that the police had done 
the ‘right thing*. This clearly shows that 
the police was taking very lenient view of 
the activities of Shiv Sqioiks. Bal 
Thackeray wrote highly provocative 
editorials in Samna, the Sma mouthpiece 
and yet no action was taken by the Naik 
administration. On the other hand, Naik 
phoned Thackeray asking him not to write 
such provocative editorials and articles. 
This also shows how weak the Naik ad¬ 
ministration was. 

Prime minister Narasimha Rao was 
equally ineffective. He did not stir out of 
Delhi when Bombay was aflame. When 
some film artists met him in Delhi re¬ 
quested him to go to Bombay he said he 
can do so only after Makar Sankranti on 
January 14! What can be expected of a 
prime minister who gave more importance 
to his religious beliefs than to the blood¬ 
shed in Bombay? When he finally did visit 
Bombay riots were already over. It was a 
short visit and he merely passed through 
riot-affected areas without as much as get¬ 
ting down from his car the rea.son given 
by him for not coming out of his car was 
that the security officers did not allow him 
to do so. 

The prime minister was content to send 
Sharad l^war to Bombay. He made an ap¬ 
peal for peace but it was hardly effective. 
Though the intensity of rioting decreased 
in the city, it spread to other areas in 
suburbs. One cannot say whether Sharad 
Pawar tried really hard to stop riots or 
not. However, when riots were raging in 
Bombay, dissension was at its height in the 
Congress. Even Sunil Dutt, a noted film 
artist and an MP from Bombay tendered 
his resignation from parliament to the 
prime minister out of sheer disgust. 

The BJP leader L K Advani too visited 
Bombay on January 16. His first halt was 
at Jogeshwari where four members of a 
Hindu family were burnt alive by Muslim 
miscreants. He too attributed the com¬ 
munal violence to ‘foreign hand’, without 
of course substantiating it or specifying 
which country had a hand in inciting the 
riots. He visited mostly the Hindu areas 
though he did talk to some Muslim vic¬ 
tims also. He also maintained that the 
riots in Bombay were intensified only 
after the incident at Radhabai Chawl in 
Jogeshwari. However, he desisted from 
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spying that the reaction was out of all pro¬ 
portions as more than 600 persons were 
killed in retaliatioh. 

What was worrying most was the cruel¬ 
ty with which many people were killed in 
Bombay. Most of the bodies were beyond 
recognition as they were highly mutilated. 
In some cases a person was stabbed and 
then set ablaze after sprinkling petrol 
while still alive to make his death more 
painful and agonising. In KEM hospital 
a most shocking incident occurred. The 
miscreants stabbed an injured person in 
a critical condition just outside the opera¬ 
tion theatre. The miscreants thought he 
might survive if the operation was suc¬ 
cessful. In fact it was a case of mistaken 
identity as the person concerned was a 
Hindu and the miscreants thought he was 
a Muslim on account of his beard. 

Apart from the fact that now mis¬ 
creants could come right up to the opera¬ 
tion theatre with arms it shows the extent 
of dehumanisation of the killers and in¬ 
sensitivity of people to such brutal kill¬ 
ings. It is not only the question of killing 
‘the other’, but of dehumanisation and 
desensitivisation not only of the killers but 
also of the community to which they 
belong. Our survey also points out that 
there was, in general, acceptability of what 
was happening. There was no protest 
against it in any form. Middle class 
Maharashtrians had sympathy with the 
Shiv Sena and their killers. It is only very 
conscious and committed people who pro¬ 
tested or took out peace marches. Workers 
were also divided along communal lines. 
The trade unions could not intervene at 
all and this included left trade unions, as 
the workers were not with them. Workers 
were by and large sympathetic to the Sena. 

One must understand that in such a 
communally surcharged situations, the 
emotional appeal of religion is far more 
powerful than that of workers’ unity, etc. 
It is also partly the result of lack of ef¬ 
forts on the part of trade union leaders 
to politically educate their workers. I'rade 
union activities have been confined, by 
and large, to economic demands for 
higher wages, dearness allowance, bonus, 
etc In some places the Shiv Sena suc¬ 
cessfully tried to prevent the Muslim 
workers from rejoining their duties after 
the riots, it happened even in the public- 
sector Mazgaon Docks. 

In 1984 riots too the Shiv Sainiks had 
tried to stop Muslim workers from resum¬ 
ing the work, but not on such a scale. 
Moreover, this time it was not only 
restricted to the workers. They even tried 
to prevent Muslim children from going to 
schools. They threatened principals of 
schools not to let the Muslim children 
come to their schools. Even at Lijjat 
Papads-»« women’s co-operative— 
Muslim women were [nevented from com¬ 


ing to work. It is this wide-ranging com- 
munalisation which poses a great danger 
to our national integrity. 

The BJP propaganda has had a terrible 
impact on the minds of Hindus, parti¬ 
cularly Maharashtrians. The Shiv Sena is 
much cruder in its propaganda and is able 
to influence the Hindu masses. And it is 
they who mostly participate inarson, loot 
and murder. 

In these riots some journalists were 
specially targeted. Those Hindi, Marathi 
and Urdu papers who wrote against the 
BJP-Shiv ^na faced the wrath of the 
Sainiks. Two journalists belonging to 
Mahanagar were manhandled ih the 
Mahanagar office and some Urdu jour¬ 
nalists like Harun Rashid escaped in time 
from their house. But their house was raz¬ 
ed to the ground and looted. Journalists 
were never so systematically attacked 
before. But it must be said to the credit 
of these journalists that they stood their 
ground and never gave in to such terror 
tactics. 

The death toll in the rioting in second 
phase was quite high. The Times of India 
sources placed it at SS7 on January 22, 
1993. They added 99 to the official sources 
which put the death toll at 458 only as the 
hospital sources were yet to report W more 
deaths to the coroner’s court from where 
the police compiles its figures. According 
to police commissioner Bapat out of 458 
killed, 288 were Muslims and 170 Hindus. 
Out of all those killed. 133 died in police 
firing (75 Muslims and 50 Hindus, eight 
unknown), 259 in mob violence (186 
Muslims, 73 Hindus) and 66 in arson (39 
Hindus and 27 Muslims). About 99 dead 
it is difficult to say which community they 
belonged. 

However, the figure of 557 is also cer¬ 
tainly an underestimate. The death toll in 
all probability will exceed 600 as many 
bodies are still being discovered from 
various places like nullahs, etc Also, field 
investigations show that many families 
reported their men missing and they are 
hoping against hope that they might be 
in jail or somewhere from where thi^ will 
return one day. 

5>ourccri ai the coroner's courts said that 
the number of stabbing cases this time was 
far higher than what the figures snow. 
Several victims were stabbed seriously and 
then set on fire or thrown into gutters. 
Their postmortems would indicate that 
they died of asphyxiation or drowning, 
even though the stab injuries alone would 
have proved fatal. Interestingly the 
number of victims of police firing. 133, 
is almost the same as those killed in the 
December riots. This does not bear out 
the criticism in some papers that the 
police was not opening fire due to heavy 
criticism of its indiscriminate firing during 
the December riots. The fact that more 
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Muslims were killed in police firing during 
the second phase shows the partial 
behaviour of the police (as most of the 
mob attacks in January were led by the 
Shiv Sainiks). 

The economic loss too was staggering 
this lime. It was not only due to looting 
and burning of properly. That was only 
one aspect of it. It was more due to stop¬ 
page of production and movement of 
goods. Nearly lO.OflO houses were demo¬ 
lished or burnt and more than 1,00,000 
had to live in refugee camps for various 
periods of time. Many are still living in 
relief camps even two months after the 
event. The government has sanctioned 
only Rs 5,000 for iho.se whose shops and 
homes were looted. It is a pittance. This 
pittance also has not been received by all. 
The values of homes lust range from 
Rs 50,000 to Rs 10 lakh. Many people are 
unable to return to their homes even now 
not just fur imaginary fear. When they 
returned to get the ‘panchnamas’ made, 
or just to survey their lost home.s, they 
found their neighbours uncommunicative: 
in some cases, walls had been erected and 
boards put up saying, “Minorities not 
wanted". 

All of them want to sell their rooms and 
“live with members of their community, 
if possible", even if it means, as Shahabud- 
din O')' Pratiksha Nagar said, “living in 
third-class surroundings compared with 
my A-class area”. Shahabuddin is not 
alone in his .sentiments. There has been 
distress sale of properties on both sides, 
i e, Muslims selling off properties in the 
Hindu area and vice versa. Thus in a way 
communal divide is complete. 

Many have already left Bombay, finding 
no other alternative. This has also brought 
to our knowledge the inter dependence of 
the two communities in certain areas of 
economic activities. Garment exports 
received serious set-back as most of the 
tailors arc Muslims, l-.xporis worth crorcs 
of rupees have been affected as the 
Muslim tailors have fled to their native 
places and one does nut know whether 
they will return at all and il so. when. 

Also due to frequently imposed curlews 
workers could not report to duly and in 
many cases the industries and business 
establishments themselves were located in 
the curfew-bound areas and there was 
tremendous loss of priKluction. Also 
goods did not move from one place to 
another as truckers were not prepared to 
take risks. Though il is difficult to 
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cstimMe total economic loss a rouch 
estimate puts it altovc Rs 10,000 crore. It 
is no insignificant loss for a poor coun¬ 
try like India. 

Ikta Services dre^v up a tentative 
estimate of the total loss due to the 
January riots. According to this estimate, 
the loss of gross value of output of goods 
and services comes to Rs l,2S0 crore; the 
loss of trading business Rs 1,000 crore, the 
loss of exports Rs 2,0(X} crore, the loss of 
tax revenue for the government Rs 150 
crore and loss of properties worth about 
Rs 4,000 crore. Thus according to this 
estimate the total losses come nearly to 
Rs 9,0(X) crore. Also, add to this the com¬ 
pensation. etc, the government will have 
to pay to the riot victim^ and destruction 
of their properties. It would be a .stagger¬ 
ing sum. 

The central and slate governments have 
done nothing to inspire confidence among 
the minorities. One can hardly be sure that 
such violence along communal lines will 
not repeal in the future. There are no 
plans to overhaul the police force and 
thoroughly reorient it in a secular value. 
Also, many key persons who bear direct 
responsibility for planning and organis¬ 
ing the January riots have not been touch¬ 
ed. And it is unlikely that they will be pro¬ 
secuted, let alone ^ punished. Also, no 
steps arc being contemplated to make 
communal propaganda a punishable of- 


ASKi:D to comment on president Clin¬ 
ton’s economic programme, William 
Kristol, chici ol staff of former vicc- 
prc.sidcni naniel Quayle, summed it up 
succinctly: “What is striking [about Clin¬ 
ton’s economic programme) is that there 
is this class warfare rhetoric, but what’s 
creepy is how cynical it is. .. He doesn’t 
believe in this rhetoric He has a cabinet 
full of inillionaires’’. To be exact, 10 of 
Clinton’s i.t named cabinet members 
could be millionaires—double the number 
of Reagan (7) and Bush (6). Most of them 
became rich during the Reagan-Bush 
speculative period of the 1980s. While 
C linton may have a cabinet that reflects 
gciuler and ra- iai diversity in the US, it 
is not ai all lencctive of the class dif¬ 
ferences of me aonomic system. A crucial 
factor defining ihe new administration’s 


fence. Whatever law exists, is hardly ever 
applied. The coming elections can once 
again prove disastrous if the BJP fights 
elections on the Ram Janmabhoomi issue 
As pointed out by some, a law is urgently 
needed to make communal or sectarian 
propaganda a serious criminal offence 
and the candidate should automatically 
stand disqualified from contesting 
elections. 

Also, in order to prevent the occurrence 
of violence on such a scale it is for the 
secular forces to sun the mass contact 
programme and intensify it wherever it has 
begun as in West Bengal and Bihar. The 
BJP has been isolated among the political 
parties but not among the masses. On the 
other hand it is hoping to get a majority 
in parliament in the next elections. Thus 
it is necessary for the secular and demo¬ 
cratic forces to start a massive mass con¬ 
tact programme. 

Secularism cannot be saved from the 
BJP-VHP onslaughts if Muslims, too, do 
not reorient their behaviour. Their leaders 
have been simply reckless and have never 
acted out of sense of responsibility. Their 
aggressive movements on the Shah Bano 
judgment and Babri Masjid controversy 
has only harmed Ihe cause of minorities. 
Minority communalism is not the best 
way to fight majority communalism. 
Majority commun^ism can be challenged 
only by secular forces. 


economic policies is the wealth and lin¬ 
kages of its key members to the class struc¬ 
ture and economic system. 

ADMINISTRATION'S MiLLIONAIKtS 

Treasury secretary Lloyd Bentsen has 
assets woith $ 5.6 million; was on the 
bo.s.’d of banks and insurance companies; 
owns substantial real estate holdings and 
was a stronger supporter of bigger lax 
reductions for business than Reagan dur¬ 
ing the 1980s. In the 1980s Bentsen sup¬ 
ported capital gains tax cuts and held 
monthly S 10,000 a plate breakfasts for 
lobbyists. Roirert Rubin, Clinton’s senior 
economic adviser, accumulated a substan¬ 
tial fortune as co-chair of Goldman-Sachs 
investment house (Ihe single largest con¬ 
tributor to Clinton’s electoral campaign) 


and once appointed wrote a letter to his 
former private clients: "1 also look for¬ 
ward to continuing to work with you in 
my new capacity". Roger Altman, 
Bentsen’s deputy assisunt was vice¬ 
chairperson of the Blackstone Group in¬ 
vestment banking firm that piled up huge 
profits during the mergers and acquiri- 
tions mania in the 1980s. Chief trade 
negotiator Ron Brown (‘representing* 
blacks) earned S 5,80,000 last year from 
the law firm Patton, wggs and Blow and 
represented the Duvalier family in Haiti 
and Japanese multinationals. Mickey 
Kantor, US trade lepiescntative, made 
S 3,14.0(X) from another WaAington law 
firm Manalt, Phelps, Phillips and Kantor. 
Richard Riley, education secretary, had an 
income of S 5,68,000 as a lawyer for Aet¬ 
na Life and Casualty Insurance. Warren 
Christopher, the new secretary of state, 
earned nearly $ I million from a Los 
Angeles law firm representing many major 
corporations. R J Woolsey, head of the 
CIA, was a director of Martin Marietta, 
a military-industrial corporation, makers 
of the MX missile. Woolsey recently 
represented McDonnel Douglas and 
General Dynamics in a law suit against the 
government for cancelling pur<'hases of 
the A-12 airplane H R Cohen, a top Clin¬ 
ton economic adviser, was a partner in 
Sullivan and Cromwell representing many 
major banks including Bank of Ammca. 
Eugene Ludwig, a law partner of Cov¬ 
ington and Burling which represents the 
fourth largest US banking company, Na- 
tionsbank, heads Clinton’s working group 
making recommendations on banking 
regulations—and de-regulations. It should 
be noted that bankers contributed heavi¬ 
ly to Clinton’s electoral campaign. Clin¬ 
ton’s senior adviser for policy develop¬ 
ment. Ira Magaziner, a principal figure in¬ 
volved in ’reforming’ the health system, 
is a multi-millionaire who made his money 
advising corporate clients in the I98()s 
(charging more than S SOO per hour). In 
Ihe national health care industry (as in bis 
private practice) Magaziner is an ardent 
advocate of ‘free market competition’, 
with a firm state hand. 

The fundamental point is the sharp 
contrast between the speculative banking, 
real estate and military industrial 
background of Clinton’s major economic 
appointees and the populist rhetoric and 
image projected in the US and overseas. 
The apparent contradiction between )S^II 
Street appointees and populist rhetoric 
is resolvw) by examining Clinton’s econo¬ 
mic programme and who pays and who 
benefits. 

Takes and Deficits 

During the electoral campaign Clinton’s 
programmatic statement Putting People 


Wall Street Populism 

Jani<‘K IVtraa 

President Clinton provides symbolic gratiHcation to some popular 
Democratic constituencies while providing substantive economic 
concessions to bankers, real estate operators and high tech 
capitalists. 
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Firsh the 217 pige paperback book, did 
not ii^lude a single chapter on the deficit 
(only a few lines). Deficit reduction was 
mentibned in the context of “investing 
$ 50 billion each year for the next four 
yearsT. Budget cuts were limited to S 141 
billion. Now spending cuts amount to 
S 248 billion. Clinton explicitly promised 
to deduce taxes on the middle class; in¬ 
stead he has increased taxes for both the 
working and middle class. Contrary to 
Clinton’s rhetoric of “equal sacrifice for 
all” the greatest pan of the tax burden will 
fall on wage and salaried employees. 

The regressive taxes on energy use and 
the tax on social security earnings of 
$ 25,000, (which will be mostly paid by 
wage workers and pensioners) amount to 
S l(X).7 billion dollars over the next four 
years. The higher income tax on the rich 
is supposed to bring in S 126 billion. 
However, this is an inflated estimate 
because the rich and their tax accountants 
are already finding ‘loopholes’. Instead of 
paying additional taxes, rich tax-payers 
will choose to defer income, put their 
money in tax shelters, or channel income 
into areas not subject to federal tax (in¬ 
vesting in tax-free municipal bonds.) 
Equally significant, Clinton’s increased 
tax rate is far below the rate in the early 
1980s. and a fraction of the tax rate of the 
1960s and 1970s. In the early 1960s the top 
tax rate for the very rich was 91 per cent; 
between 1964-80 it was 70 per cent; and 
between 1980-86 (the first Reagan presi¬ 
dency) it was 50 per cent. During the se¬ 
cond Reagan presidency and under Bush 
it dropped to 32 per cent. Clinton’s ’in¬ 
crease’ in the tax rate does not even recover 
the progressive tax rate of the early i98Qs, 
but perpetuates the tax inequities of the 
Rcagan-Bush period. 

The added business taxes that have 
aroused so much controversy arc more 
than matched by tax credits and conces¬ 
sions to business and real estate interests. 
Additional tax revenue from business will 
amount to $ 59.7 billion over the next four 
years (based on the increase of only 2 
percentage points, from 34 per cent to 36 
per cent). The tax credits and concessions 
to business and real estate interests during 
the same pteriod will amount to S 61.S 
billion. Real estate interests and specu¬ 
lators who have such able representatives 
as Bent.sen, Rubin and Altman in the 
higher echelons of the government will be 
able to write-off losses from real estate 
under more generous terms than existed 
during the Bush Administration—if that 
can be imagined. 

After promising to reverse the social 
decline of the middle class and to end the 
public plunder of the middle and work¬ 
ing class, Clinton is following the same 
policy of his Republican predecessor. It is 


obscene to call for ^ual sacrifice’ bet¬ 
ween those who have lost income and 
social benefits and those who have grown 
wealthy and affluent through the im¬ 
poverishment of wage and salary workers 
and by plundering the state ‘Equal sacri¬ 
fice’ would involve substantially increas¬ 
ing the flow of income from the wealthy 
to the working and middle class for the 
next decade allowing the country to 
return to a more balanced society and 
economy. 

BANKINCi, SPhCUl.AriON ANt) 
INIHISIRIAI Polio 

One of the great swindles of the 20th 
century look place in the US when the 
Reagan presidency and the Democratic 
majority in Congress loosened regulations 
on banks and savings and loans institu¬ 
tions. As a result the government had to 
cover over $ .500 billion in bank losses due 
to greed, speculation and mismanage¬ 
ment. In the end Congress passed a new 
set of regulations to monitor and control 
banking activity. Money that should have 
been invested in industry to create jobs 
went toward subsidising real estate pro¬ 
moters, spcculaiois, and investment banks 
selling junk bonds. During the electoral 
campaign Clinton promised to shift 
economic priorities toward ‘rebuilding 
America’s industries’ and doing away with 
the conditions that led to the Savings and 
Lx)an debacle. 

Once in office, however, Clinton began 
a sustained effort to reverse the recent 
reforms in bank regulation and return to 
the practices of the Bush-Reagan years. 
The head of Clinton’s advisers on ‘bank¬ 
ing reform’ is the above-mentioned 
Eugene Ludwig, himself a member of the 
banking fraternity. The new recommen¬ 
dations call for deregulating banks, allow 
ing them to lend on the basis of ‘character’ 
(not only collateral) and “to make it ea.sicr 
for small banks to lend to membeis of 
their boards”. The massive bankruptcies 
and swindles in the Savings and Ixrans 
resulted precisely from these ‘insider deal¬ 
ings’.' Moreover, Clinton’s banking ad¬ 
visers want to further undercut govern 
nient regulation by allowing banks to 
appeal unfavourable decisions by state 
banking examiners. I he Clinton rationale 
for weakening public regulation of banks 
is “to ease the credit crunch” and “to help 
the economy”. But the real reason why 
banks are not lending in great sums has 
nothing to do with regulations—the real 
reasons have to do with the fact that it is 
more profitable to buy Treasury notes and 
lend overseas, and becau.se the economy 
has been in a recession. Deregulation will 
not help the economy: it will aid bankers 
to speculate, to raise their profits and to 
move money without constraints of public 


accountability. Banking deregulation 
makes a joke of any notion of ‘industrial 
policy’. 

During the electoral campaign Clinton 
promised to spend at least $ 30 billion to 
stimulate the economy to create well pay¬ 
ing jobs and repair the decaying infra¬ 
structure-over 40 per cent of US bridges 
are deficient and 200 a year collapse or 
are condemned. Now Clinton speaks of 
an economic stimulus package of S 15 
billion, half of which is for ‘job retrain¬ 
ing' and only $ I billion for summer 
employment (this in a S 6 trillion dollar 
economy). In effect there is less public 
stimulus through Clinton’s civilian spen¬ 
ding than Bush and Reagan promoted 
through state militaiy expenditures. 

By focusing on cutting deficits rather 
than economic stimulus while the un¬ 
employment rate in New York City is 13.2 
per cent, California 9.3 (ler cent and the 
un- and under-employment rate in the 
country clu.se to 14 per cent, Clinton is 
deepening the recession. As Bob Eitch .so 
aptly puts it, Clinton talks like Franklin 
Roosevelt but acts like Herbert Hoover. 

By focusing on the deficit, Clinton 
reflects the powerful influence of the 
bankers and investment advisers who 
financed his campaign and dominate his 
administration. It is not surprising that 
Clinton has pointed to the positive res¬ 
ponse of the bond market as an indicator 
of the success of bis programme. Balanc¬ 
ing budgets (particularly at the expense of 
wage and salary employees) means more 
profits and business for bond buyers and 
sellers—including ihe investment houses 
represented m the cabinet. Financiers are 
heartened by the prosi'ccls o* Ihe large 
flows of international funds and a stable 
dollar. Wall Street could return as a 
primary financial entity. It is no surprise 
that the Keaganite head of the Federal 
Reserve Bank, Alan (ireenspan, strongly 
endorsed the Clinton economic pro¬ 
gramme. Clinton's denatioiiury policies 
mean falling inteiesi rates and rising bond 
prices. Spending cnis aie the 'deal policy 
for bond holders. The arch advocate of 
budget cuts and deficit politics is Ross 
PCrot whose loitune is invested in bond.s. 

‘iKKKii Down' Ikiimkrais 

During the Reagan Bush ycais the 
dominant idea was that concentrating 
wealth in the rich would lead to greater 
invest incni, followed by more jobs and 
higher incomes. As wc now know, nothing 
of the sort happened: the rich became 
richer, well paid jobs disappeared and 
speculation flourished. Now under Clin¬ 
ton a new version of ‘trickle-down’ 
economics is being touted: the economy 
will be rejuvenated through new tech¬ 
nology. According to Robeit Reich, a 
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taiillionaire Harvard professor, and 
sepr^ry of labour, state subsidies to 
priVatc business for technological devclop- 
menf will create high paying jobs, as well 
as making the US economy competitive. 
Clintdn has budgeted S 17 billion over the 
next fbur years to subsidise state-industry 
co-operation—essentially state research 
centred will be the ‘incubaton’ of advance 
technology for corporate private profit 
making. 

The hi-tech approach and the tax sub¬ 
sidies have not created new well paying 
jobs. The current economic recovery in the 
US is noi accompanied by a decline in 
unemployment. In the last quarter of 
1992, the economy grew between 3 per 
cent and 4 per cent wHile unemployment 
barely changed. The reason is very clear, 
during the crises, business introduced new 
technology and increased productivity. 
When demand increased, new technology 
and more intense exploitation of labour 
(longer hours and tighter discipline) 
precluded hiring the unemployed. Today 
the introduction of new hi-tech industries 
leads to greater disparities of income, bet¬ 
ween a minority of technocrats inside the 
hi-tech circuit and the vast majority work¬ 
ing outside. Hi-tech has eroded middle 
class living standards as the service sector 
is automated and computerised. By con¬ 
centrating on high technology growth 
which is capital intensive instead of on 
human social services which are low tech 
but labour intensive (health, education, 
energy, etc) Clinton is contributing to the 
deterioration of employment as well as the 
social infrastructure. 

Moreover, Clinton’s expenditures on 
‘retraining workers’ rai.ses the further 
question of where these workers will find 
jobs as hi-tech replaces labour in the work 
place. Worker-technocrat co-operation 
may lead to greater efficiency in the pro¬ 
duction of goods but with fewer workers. 
Today the biggest US corporations are fir¬ 
ing tens of thousands of workers: General 
Motors SO.OOQ; IBM 40,000; Scars 30,000; 
AT & T 20,000, etc. Millionaire labour 
secretary Reich rejects any effort to 
shorten the work day or to increase the 
minimum wage above $ S an hour -in ef¬ 
fect keeping the minimum wage below the 
poverty line. 

With cuts in social programmes and in¬ 
creasingly regressive taxes, Clinton’s 
trickle down technology policy will fur¬ 
ther polarise the US stxial structure and 
contribute to the gap between the rich hi- 
tech capitalists and the majority of 
workers in low paid service jobs. 

In his electoral campaign Clinton made 
universal health care for all Americans a 
major issue. Since his election the entire 
focus of his speeches has been on lower¬ 
ing the cost of health care, limiting state 


payments for medical care. As a result 
private doctors will be less willing to take 
patients paid by state programmes leading 
to a decline in health care. Clinton’s mix¬ 
ture of declining state payments and 
private medical practice lowers the quali¬ 
ty and scope of health care. The alter¬ 
native of a universal public health care 
system as in Europe or Canada is not even 
on the agenda. 

With less medical services, Clinton pro¬ 
poses to increase the medical ux on wage 
and salary earners to meet the increased 
charges of private doctors and hospitals 
and to reduce the federal budget deficit. 
In addition Clinton proposes to increase 
the premium paid by beneficiaries by 
almost IS per cent by 1994, and another 
IS per cent in I99S. With millionaire cor¬ 
porate investment adviser Ira Magaziner 
formulating Clinton’s new health policy, 
it is likely to be more ‘market’ than social¬ 
ly oriented. 

Mit I tARY VERSUS 5>(M lAt CUTS 

During the electoral campaign Clinton 
promi.sed deep cuts in military spending 
and a comprehensive effort of re-conver¬ 
sion of military industry to civilian pro¬ 
duction. Clinton's proposed cut of the 
military budget amounts a mere 3.9 per 
cent in the current budget (S 11.8 billion 
out of $ 300 billion). Given the changed 
world situation (disappearance of the 
USSR) the continuation of a S 280 billion 
plus military budget has little relevance to 
world politics. The continued military 
spending is related to the absence of an 
alternative civilian economic programme 
capable of absorbing the displaced 
workers from the military-industrial 
complex—as the deep recession and high 
unemployment in California testifies. 
Clinton-Christopher’s interventionist 
foreign policy and declared willingness to 
use force in Bosnia, Somalia, West Asia 
and elsewhere may reflect an effort to 
justify continued high-level military spen¬ 
ding. Meanwhile social beneftts for 
retirees, veterans and poor have been cut 
by S 91 billion, the allocation for the En¬ 
vironmental Protection Agency by $ 6.3 
billion, public housing by S I.S billion 
over the next four years. Public health pro¬ 
grammes will be cut by $ 4.S billion and 
federal employees will suffer a loss of 
S «.3 billion through a wage freeze. 

If Bush or Reagan had dared to carry 
out these regressive cuts and tax policies 
there would have been a massive outcry 
of ‘reactionary’; but when the Democrat 
Clinton proposes tljese policies, the trade 
union leaders (all of whom earn between 
S I.OO.OfX) and $ 5,00,000 a year), .the 
liberal media commentators and acade¬ 
mics tell us there is ‘no alternative'’, that 
‘sacrifice is justified as long as it is 
equitable’. 


In the name of gender and ethnic diver¬ 
sity, Clinton has formed one of the most 
homogeneous class administrations of any 
recent Democratic picsitfent. Clinton pro¬ 
vides symbolic gratification to some 
popular Democratic constituencies while 
providing atbslantive economic conces¬ 
sions to bankers, real estate and hi-tech 
capitalists. 

CONCtXISION 

In an extraordinarily short period of 
time the Clinton administration has rede- 
fined his political agenda on practically 
all the m^jor issues of the day. Instead of 
social change for workers and economic 
stimulus for industries, we have a call for 
more ‘sacririces’ and concern for deficit 
reduction and other deflationary policies. 
Instead of a universal health programme 
we have added medical charges to reduce 
the deficit with decreasing medical ser¬ 
vices. Instead of cutting taxes on wage and 
salaried workers we have more liberal tax 
concessions for real estate interests and 
greater tax write-offs for hi-tech in¬ 
dustries. instead of a new industrial policy 
we have greater deregulation 6f banks— 
which hollowed out manufacturing in the 
1980s. These sacrifices are only the down 
payment on more to come. Clinton 
favours a regressive national sales tax to 
further fund deficit financing and hi-tech 
growth, thus having labour pay for the 
debts incurred by the wealthy while pay¬ 
ing for their future job-losses. He also 
proposes to lax the health benefits 
workers receive from employers. 

There is a limit on how far Clinton’s 
populist rhetoric can continue to mask his 
Wall Street policies: already his popularity 
has declined from a high of 80 per cent 
on inauguration day to slightly over SO per 
cent just before his economic policy 
speech. It is most likely that his presiden¬ 
cy will unravel as his public-economic 
policies begin to affect the population 
negatively, increasing prospects for grow¬ 
ing discontent, alienation and urban 
violence. Broken promises, empty populist 
rhetoric, economic recession and a cabinet 
of millionaires administrating painful 
social policies are the ingredients for the 
creation of a new socio-political 
movement. 

In the 1992 elections millions of US 
voters repudiated Bush and the free 
market orthodoxy. The vote for Clinton 
was a powerful mandate for social change 
incieiued public investment and social ser¬ 
vices paid for by the rich and affluent. 
Dash^ hopes, broken promises and con¬ 
tinued sacrifices of popular majorities 
may result in a new political alignment at 
the expense of the Democratic and 
Republijcan bipartisan free market 
coalition. 
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Green Revolution, Dryland Agriculture 

and Sustainability 

Insights from India 

K N Ninan 
H Chandrashekar 

Against the background of (he green revolution and dryland agriculture, (his paper analyses the growth ex¬ 
perience of Indian agriculture and its implications for growth, equity and sustainability. It examines the associa¬ 
tion between growth and instability and factors behind yield instability, using cropwise and disaggregated time 
series data. It then analyses the cost economics of Indian agriculture covering several crops and regions. This 
is followed by an impact assessment of watershed development programmes on dryland development in India. 

The authors observe that while irrigated crops and those with access to modern farm technology have dominated 
the growth process, dry crops and drought-prone regions like Karnataka in south India too have shared the gains 
of agricultural growth. But this growth process has been accompanied by higher instability in yields and increas¬ 
ing costs of cultivation. After analysing the factors responsible for this, the paper then discusses the various strategies 
and interventions needed to accelerate and promote sustained agricultural growth under diverse environments 
and constraints. 


I 

InlnMlurtion 

THE green revolution of the 6()s which 
enabled ITX's like India to overcome 
chronic food deficits and large food im¬ 
ports through a significant rise in 
domestic foodgrain output continues to 
evoke considerable interest among resear¬ 
chers and policy-makers regarding the 
nature of its impact, particularly its 
implications for growth, equity and sus¬ 
tainability. I hcse concerns have brought 
to fore a number of issues. Firstly, why 
is it that despite the imprc.ssive growth 
achieved by Indian agriculture following 
the green revolution, instability too has 
shown a tendency to rise as indicated by 
a number of studies [Mehra IVKI; Ha/.cll 
IV82; Nadkarni and Deshpandc 1982, 
t98.f; Rao et al I988|. Though a similar 
phenomenon had been observed in the 
context of traditional agriculture in India 
|Scn I%7|, instability has worsened in the 
latter period. These findings raised doubts 
as to whether greater instability was an 
inevitable price to be paid for attaining 
higher lates in agricultural growth. 
Though interventionist policies such as 
buffer slock operations and foreign trade 
can help to cushion the effects of tluciua- 
lions in domestic output, they may be 
costly relative to measures to achieve 
agricultural growth with stability. The 
importance of achieving sustained 
agricultural growth caniun be disputed 
since it affects the interests of producers, 
consumers and the economy as a whole, 
and more so since the poverty ratio has 
been observed to move in synchrony with 
the vagaries of agriculture [Ahluwalia 


1978], There has, therefore, been con¬ 
siderable interest in understanding the 
nature of a.ssociation between growth and 
instability and causes underlying them. 
Secondly, though there is widespread 
acknowledgement regarding the green 
revolution’s role in boosting foodgrain 
output in many LDC's, including India (at 
least in its initial pha.se), doubts have been 
growing regarding its cost-effectiveness 
and sustainability as suggested by .some 
studies from India [Kao 1983; Nadkarni 
1988], which note a steady and mure than 
proportionate rise in the cost of cultiva¬ 
tion, following the green revolution. If this 
is so, i! suggests that the strategy of 
growth based on the green revolution 
technology is not sustainable. Thirdly, the 
intensification and cliemicalisation of 
agriculture associated with the green 
revolution has also brought in its train 
serious ecological problems such as water¬ 
logging, salinity and alkalinity in the ir¬ 
rigated regions and soil-erosion, declining 
water-table and desertification in the dry 
or semi-arid regions. These focus atten¬ 
tion on the environmental costs of various 
growth strategies. Lastly, despite the scale 
neutrality of the new agricultural tech¬ 
nology, institutional and economic con¬ 
straints coupled with the policy bias 
favc'iring well-endowed regions, crops 
and farms have not only resulted in 
widening of inter-personal and regional 
inequities but also led to sectoral im- 
balances within the agricultural sector, a 
notable example being the failure of the 
green revolution to benefit pulses and 
oilseeds in India unlike its positive impact 
on wheat and rice. That growth without 
equity is not sustainable needs no 
elaboration. 


Keeping these concerns in vim, this 
paper addresses itself to the following 
issues. Apart from a fresh look at the 
growth instability question with particular 
reference to dryland agriculture in India, 
it also attempts to verify the general validi¬ 
ty of the ‘increasing costs of cultivation’ 
argument using disaggregated data. It 
then assesses the impact of watershed 
development programmes on the agri¬ 
culture and economy of dry regions in 
India. 

Equity and food security considerations 
apart, the prohibitive costs of future 
irrigation investments and remote 
polsibilities of irrigation heneTiting 
around 40 per cent of India's arable lands 
even if potentials are fully realised, explain 
this focus on dryland agriculture, in 
addition to the green revolution. 

The analysis is both at national (all- 
India) level and for Karnataka state in 
south India, which reports about two- 
thirds of its area as drought-prone with 
low and uncertain rainfall. The data ate 
from the official reports of the govern¬ 
ments of India and Karnataka and cover 
the period I9SS-56 to 1988-89, unless 
otherwise mentioned. 

II 

Growth and Instability 

For analysing the growth/instability 
question only major crops/crop-gtoups 
have been considered. For measuring 
growth, linear trends with slope eipressed 
as per cent at respective means have been 
computed; for instability the coefficient 
of variation around the trend (CVT) or 
mean (CV—in cases where the trends arc 
not statistically significant or negative) 
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have been used. These figures are 
presented for the pie- and post-green 
revolution phases of Indian agriculture. 
Though pr^uction variability is the out¬ 
come of area and yield variability, and 
their interaction effects, our interest is 
primarily in yield instability. This is 
because while ^justmenls in area reflect 
conscious decision-making by farmers 
(area hence is subject to endogenous fac¬ 
tors vrithin a farmer’s control) yield varia¬ 
tions also arise on account of exogenous 
factors like weather which are beyond a 
farmer’s control. Yield rather than area 
variability has also been the major source 
of production variability in India. 
Moreover, land being a limiting factor in 
India, as in most Asian countries, efforts 
for sustained agricultural growth have to 
conceiitrate on accelerating and stabili.s- 
ing yield rates. 

In tune with most Asian country ex¬ 
perience, foodgrains production in 
India—dominated by rice and wheat— 
has kept pace with population increases: 
but has kept marginally below domestic 
demand. Annual growth rates in food- 
grain output have been at 2.6 per cent bet¬ 
ween 1955-56 to 1988-89, as against 2.2 
and about 3 per cent for population and 
domestic demand respectively. While area 
along with yield were the major sources 
of output growth in the years prior to the 
green revolution, it has bwn largely 


dominated by yield thereafter. A review of 
crop performance during the pre- and 
post-green revolution periods (period I 
and II) reveals that at the all-India level 
except coarse cereals and pulses, all crops 
registered a significant growth in output 
in period II (Table I). Wheat, rice and 
sugarcane which had the benefit of irriga¬ 
tion and modern inputs fared better than 
other crops. For most crops, yield rather 
than area has been the major .source of 
output growth in this period. However, 
despite a significant improvement in 
yields, coarse cereals lost area to wheat 
and rice, resulting in their slow growth. 
Near stagnation in area and yields con¬ 
tributed to slow growth of pulses too. 
Other crops, groundnut and cotton 
registered lower growth rates in period II 
compared to period I. 

Unlike at the all-India level where the 
dry crops had to bear the brunt of the 
backlash effects of the green revolution, 
Karnataka's experience stands in sharp 
contrast where they have shared in gains 
of agricultural growth. Hfere coarse cereals 
and pulses registered significant increases 
in output in period 11. In fact, among 
coarse cereals, maize and finger millet 
fared exceedingly well with annual growth 
rates in output ranging between 5 and 6 
per cent [Ninan 1991). Other dry crops, 
groundnut and cotton too have fared bet¬ 
ter in this period. What is significant is 


that in most of these cases output growth 
was realised through significant im¬ 
provements in yield rates rather than 
through extension of cultivated area. 
Obviously the efforts of the local 
agricultural scientists and extension 
workers to evolve and popularise location 
specific dry farm technologies has had a 
better pay-off in Karnataka. 

A perplexing feature, however, is that 
along with growth, instability in yields has 
increa.sed for most crops except wheal and 
sugarcane where it has reduced. The ir¬ 
rigated crops, wheal, rice and sugarcane 
have shown lower level of instability com¬ 
pared to othei crops. Rice, despite being 
a largely irrigated crop reported an in¬ 
crease in yield instability indicating the 
diverse environments and constraints 
under which it is grown in India, as in the 
rest of Asia. Access to yield-enhancing 
technologies has encouraged rice to move 
to marginal areas also. For most crops ex¬ 
cept sugarcane (at the all-India level) fluc¬ 
tuations in yields have been of a higher 
amplitude than in area [Ninan 1991). 
Despite the impressive performance of dry 
crops in Karnataka, instability in output 
and yields too have risen sharply in period 
II. For instance, the C'V of finger millet 
output rose from 6 to S.1 per cent over the 
two periods; minor millets from 7 to 37 
per cent; pearl millet from 22 to 27 per 
cent [Ninan 1991). 


Tshii- I: CiiKMrii and Instabii.iiv in Indian AciKK iinuKr 
(l-or All-India and Karnataka Slate, I9^S-S6 to I9KH-89) 

Crops/Crop Ciroups Per Cciii of Oops Growth Rates (P er Ceni per An n um) Instabilily (C'V I/CV in IVr Gent) 

- - - PreijR___ Pre-CiR Posi-CiK 

lb Gross Under P V > ' ' Y .P ' Y P ' Y 

Sown Area Irrigation 
(1986-87) 


All-lnilia 


Rice 

23 

43 

4.0* 

2.4* 

2.6* 

2.0* 

5.0 

3 1 

8 3 

7.0 

Wheat 

13 

77 

.3.3* 

2.3»* 

4.9* 

3.1* 

82 

7.2 

7.1 

5.8 

Coarse cereals 

23 

9 

2.6* 

1.6* 

0.5 

1.4* 

3 1 

.3.3 

9.8*, 

7.3 

Pulses 

13 

10 

0.4 

0 01 

0.6 

0.3 

9.1 .fi 


10 3 

8.5«< 

Foodgrains 

72 

33 

3.0* 

Z 2* 

2.5* 

2.3* 

4.4 

3.8 

6.7 

5.4 

Groundnut 

4 

13 

.3.4‘ 

ncy 

I.3** 

1.2** 

5.6 

3 .'(« 

8.6 

12.1 

Cotton 

4 

31 


.too** 

1.8* 

2.1* 

9.9 

X M 

11.3 

8.9 

Sugarcane 

2 

82 

7.0* 

4.f 2.6* 

karnalaka Slate 

1.4* 

94 

3 ? 

8.3 

4.4 

Rice 

10 

61 

4.4* 

1.4* • 

II8** 

0.9* 

5.4 

4 7 

11.2 

9.3 

Wheat 

2 

28 

7.0* 

3.2* 

0.1 

I.2*** 

17.4 

9 7 

27 3„ 

19.2 

Coarse cereals 

40 

8 

3.l» 

2.4 

24* 

2.5* 

5.1 

f.2« 

18.7 

18.7 

Pulses 

14 

4 

-0.05 

0J> 


0.2 

4.9» 

4.96, 

15.4 

I.3.IW 

Foodgrains 

66 

18 

3.3» 

2.4* 

I..1 

t.4* 

4.2 

4.2 

11.6 

10.9 

Groundnut 

9 

20 

2.4 

- 1.7 

I.4*** 

I.O*** 

16.2 

13.2 

20.8 

14.6 

Colton 

4 

18 

-0.04 

4.8* 

I.9** 

4 9* 

I2..3w 

11.3 

23.1 

22.7 

Sugarcane 

2 

99 

9.3» 

3.9* 

3.5* 

-0.4 

5.5 

6.1 

II.O 

8.7«, 


Notes: (I) Pre-GR: Pre-Green Revolution period—1935-36 to 1964-63. 

Posl-GR: Post-Green Revolution period—1967-68 lo 1988-89. 

(2) (i) Growth rates are linear trends with slope expressed as per cent at respective means. 

(ii) *, **, *** = Significant at I, S and 10 per cent levels of significance; remaining growth rales aic not significant at the above 
irirels of significance. 

(3) CVT/CV are coefficient of variation around trend and mean rcspcciiscly expressed in percentage terms. '«>' are CVs, the rest are 
eVTs. 

(4) P-Produciion; VYicId per ha. 

Souive: AgrictillumI Suuisiics ai a dance, Direcinraie of Economics and Staiistics, Ministry of Agriciiliurc, Ciovernment of India. February 
1989; and publications of the Directorate of Economics and Siaiisiics , Governmeni of Karnataka 
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This phenomenon of instability mov¬ 
ing in sympathy with agricultural growth 
is reported from other regions as well, 
including South and Southeast Asia 
(Barker ct nl 1981), though there are ex¬ 
ceptions also (e g, Bangladesh’s case, see 
Alauddin and Tisdell 1988). Further, 
though the level of relative instability in 
India is low by international standards, 
absolute variability for large low income 
countries like India ate large {Valdes and 
Konandreas 1981]; moreover with large 
on-farm retentions of crop produce and 
highly skewed income distribution pat¬ 
terns in LDCs, as in India, even small 
variations in relative instability have im¬ 
portant economic and welfare implica 
tions [Ha/.cll 1982). 

The factors contributing to yield in¬ 
stability are many, and are briefly as 
follows: 

(i) Climatic factors like rainfall arc an 
important factor behind yield variability. 
A recent study suggests that agricultural 
output has become more scn.sitive to rain¬ 
fall in the post-green revolution period, 
with the elasticity of oulpiii with respect 
to rainfall increasing for most crops except 
wheat and some labi (winter) crops in this 
period [Rao et ai 1988). I'his is because 
of the strong cornplementaiy relationship 
between use of modern inpuis.and avail¬ 
ability of nioisiuie either through rainfall 
or irrigation, as also the fact that growth 
has taken place under diverse environ¬ 
ments and constraints. Other empirical 
evidence [cf Nadkarni and Oeshpandc 
1982] however revealc*d that rainfall could 
not wtiolly account for the incre'tsed 
variability which arose on account of 
other factors too. 

(ii) The extension of cultivation to 
marginal lands or riskier regions has con¬ 
tributed to higher yield instability {Sen 
1967], While this .seems appropriate and 
valid for that particular phase of agri¬ 
cultural growth dominated by extensive 
methods, the same cannot be said about 
the sub.sequcnt phase (in the post-green 
revolution periotl) '.-.'len intensive methods 
have become proiruieni. Particularly in 
the ecologkallv IVarile area^ such as semi■ 
arid/dry leguins ilie ii.se ol yield- 
enhancing technoh'iiies may have accen¬ 
tuated instability hecau.se ot the stiong 
complementary relationship bct\si>en these 
modern inputs and asaihibility of 
moisture, a critic;’' factoi in these areas. 
Despite coarse cereal :..'ca falling and 
yields rising, -in.labi!:!;. has increased 
sharply, which supports the above 
observations. 

(iii) Factors associated with the new 
agricultural technology, particulaily 
widespread use of HYVs, chemical fer¬ 
tilisers, and greater susceptibility of new 
crop varieties to pests and diseases have 


accentuated instability [Mehra J98I; 
Hazeil 1982). For instance, the shift from 
the traditional crop varieties with a diver- 
si Fied genetic base to HYVs which have 
a narrow, common genetic base has con¬ 
tributed to greater instability. So also, the 
substitution of chemical fertilisers for 
organic manures has had an adverse ef¬ 
fect on soil health, aggravating instabili¬ 
ty. The yield instability accentuating pro¬ 
perties of HYVs and chemical fertilisers 
are, however, neutralised in the presence 
of (assured) irrigation which has a stabilis¬ 
ing effect on yields [Mehra 1981; Rao et 
al 1988]. 


(iv) The new agricultaral technology 
along with changed price policy environ* 
ment has altered the production oppor¬ 
tunities facing faimeis, which has effciaed 
changes in the traditional crop patterns 
and systems. The shift ftom risk-spreeding 
and risk-adjusting crop systems and prac¬ 
tices like multicropping, crop diverrifica- 
tion to monocropping and cn^ spedalisa- 
tion have tended to increase risks in far¬ 
ming. New pront-making opportunities 
have encouraged farmers to neglect some 
ecologically (apart from > nutritionally) 
beneficial crops. For instance, pulses 
which had to bear the brunt of the 


Tahii 2: Cosi Bionomics oi Indian Ac,iik'UI.ture 
(For the period between 1970-71/1971-72 to 1972-73 and 1979-80/1980-SI Id 1982-83) 


( rops and Slates Inpui-O uipul R atios _ Share of Paid Oui Costs in Ibial 

■■ Ba.se' ' Icrminal K'r Cent Unit Cost of Production (Per Cen t) 
Period Period Increase/ Base Terminal Per Cent 

Decrease l^riod Period incnsse/’ 

Decrease 


Wheat 


Maryana 

(a) 

0.37 

0.52 

41 

46 

60 

30 


(b) 

0.(>7 

0.88 

31 




Punjab 

(a) 

0.47 

0.52 

II 

51 

62 

22 


(b) 

0.H4 

0.82 

2 




Dual Piadrsh 

(a) 

0.42 

0.46 

10 

.14 

50 

47 


(b) 

o.7y 

0 74 

1 




Kajaslhan 

(a) 

0.40 

0.55 

18 

41 

61 

49 


(b) 

0.71 

(1.88 

24 




■tin- 








Aiulhia Pradesh 

(a) 

0.47 

0 57 

21 

52 

60 

15 


(h) 

O.KO 

0.91 

14 




West Bengal 

(a) 

0.32 

0.5.1 

66 

10 

53 

77 


(b) 

0.70 

0.94 

14 




Orissa 

(a) 

0..tH 

0.47 

24 

41 

54 

32 


(b) 

0.74 

0.8.1 

12 




llaryaiiu 

(a) 

0.67 

0.85 

*»-» 

68 

63 

- 7 


(b) 

0.74 

I.OI 

17 




karnaiuka 

(a) 

0.25 

0.38 

52 

18 

51 

34 


(b) 

0 49 

0.65 

1.1 




SirKhiim 








Maharashlia 

(a) 

0.15 

0 55 

57 

20 

56 

180 


(b) 

0.74 

0.97 

11 




karnalaka 

(a) 

0 28 

0..14 

21 

20 

39 

95 


(b) 

0.60 

67 

12 




Andhra Piadcsh 

(a) 

0.44 

0.71 

61 

36 

4( 

28 


(b) 

0 85 

1.20 

41 




Prarl Mill. l 








(lujaral 

(a) 

0.42 

0.47 

12 

25 

60 

140 


(b) 

0.77 

0.79 

1 




Kaiasihan 

(a) 

0.11 

028 

15 

20 

38 

90 


(b) 

0.85 

0.7.1 

14 




iiaisana 

(a) 

0.47 

0.40 

15 

19 

17 

-II 


(b) 

1.15 

0 91 

19 




Mni/a- 








Kaiasihan 

(a) 

0 27 

0.16 

11 

13 

42 

223 


|b) 

0.67 

0.86 

28 




Mimachal Pradesh 








la) 

0.15 

0.56 

60 

35 

43 

23 


(b) 

0.78 

1.24 

59 





: (I) Input-output ratios arc the value of inputs expressed as a ratio of the value of output. 

(2) Two types of iiipui-outpui ratio have been computed for each crop denoted as (a) 
and (b) respectively: 

(a) Only paid out costs including value of farm produced inputs and own bullock 
labour are used to arrive at the value of inputs here. 

(b) Inputs here includes total costs consisting of all paid out costs plus rental value 
of own land, interest on own Tixed capital and imputed wages for family labour. 

(3) The raiios/peiceniages are arrived at using iriennium averages of the available data. 
Base period is based on data for 1970/71-72 to 1973-74 and terminal period on 
1979-80/1980-81 to 1982-83. 

Sounce: Computed from data published in Indian Agricullure in Brigf (21st Edition), Direc¬ 
torate of Economics and Statistics, Ministry of Agriculture Govemmeni of India, 1987. 
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backlash effects of the green revolution 
are good nitrogen fixers and help in 
enhancing soil fertility. Further, the 
mutual compensating mechanism of 
crops/regions (which helped in reducing 
overall instability) whereby a bad crop in 
one region can be offset by a good crop 
■n another, has got affected due lo shifts 
in the cropping pattern and systems; yield 
correlations across crops and regions have 
increased following the green revolution 
(Hazell 1982; Nadkarni and Deshpande 

1982, 1983; Anderson et al 1987], 

(v) The transition from subsistence to 
commercialised agriculture involving 
greater dependence of farmers on off- 
farm or market inputs, market-oriented 
production, etc, while bringing about 
closer integration of farmers with the 
larger economy has also made them more 
vulnerable to market uncertainty and 
market distortions [Nadkarni and 
Deshpande 1983; Rao et al 1988], 

(vi) Differences in infrastructure such 
as irrigation, institutions to provide 
inputs, credit, extension and other support 
services, has also influenced yield 
variability [Nadkarni and Deshpande 

1983, Rao et al I988|. 

(vii) Environmental degradation 
(shrinking CHRs, deforestation) induced 
by demographic and economic pressures 
have affected women's time allocation 
patterns, with more time being required 
for fuel and forage gathering. This has af¬ 
fected household and farm productivity, 
more so since they provide specialised 
skills and labour for agiiculture. 

(viii) Access to free or susidised inputs 
may also have played a role in accen¬ 
tuating instability. Since farmers get these 
inputs ai prices or terms which do not 
reflect their real costs, they arc tempted 
to use them intensively beyond economic 
or efficient levels with adverse user costs 
and negative externalities. Also the advent 
of modern inputs had lulled farmers into 
complacency and neglecting traditional 
environmentally sound crop practices and 
resource maintenance techniques evolved 
over centuries; modern inputs are looked 
upon as substitutes for traditional in¬ 
puts and practices rather than as 
complementary. 


Ill 

Coxt Ecunoniira 

The transition from a low to high cost 
economy in the post-green revolution 
period is another conspicuous attribute of 
Indian agriculture [Rao 1983; Nadkarni 
1988). These observations were, however, 
based on highly aggregative data at coun¬ 
try or sectoral (agricultural) level. Using 
disaggitgated data an attempt is made to 
see how far this is valid crop and region- 


wise. Input-output ratios (i e, value of in¬ 
puts as a ratio of the value of output) and 
the share of paid out costs in the total unit 
cost of production have been computed 
for two points of time. Two series of input- 
output ratios have been computed for 
each crop, one using paid out costs only 
and the other considering total costs in¬ 
clusive of the imputed value of all owned 
inputs, including imputed wages for 
family labour. These data are available for 
the period 1970-71/1971-72 to 1982-83, 
covering the post-green revolution period 
and hence give an opportunity to see as 
to how far the green revolution is to be 
blamed for the rise in the cost of cultiva¬ 
tion. I'riennium averages have been used 
to arrive at these ratios. 

Evidence in lable 2 suggests that both 
irrigated and dry crops, the green revolu¬ 
tion belt as well as other areas, are af¬ 
flicted by the malady of increasing costs 
of cultivation. The input-output ratios (lO 
ratios) show positive signs in most cases. 
These increases arc modest for some crops 
or regions, conspicuous for others. NVIieat 
and rice in particular—which benefited 
the most from the green revolution—have 


reported substantial increases in these 
ratios in a number of states. However 
within the green revolution belt while 
these ratios for wheat registered a con¬ 
spicuous increase in Haryana, in Punjab 
the rise was only marginal. For rice, not 
only the traditional rice-growing areas 
(e g. West Bengal) but also new areas 
(e g, Haryana) have witnessed sizeable in¬ 
creases. The dry crops, sorghum and 
maize loo reported a sharp upward swing 
in these ratios. 

The burden of rising production costs 
in Indian agriculture is borne out further 
by the fact that the share of paid out costs 
in the total unit cost of production has 
risen for most crops in all regions for the 
period under review. The increases are 
particularly sharp for some orf the coarse 
cereals, sorghum, pearl millet and maize. 
Rice and wheal too reported large in- 
crea.ses in some regions. This rise is largely 
on account of the growing importance of 
market or factory-produced inputs such 
as HYVs, fertilisers, pesticides and 
modem farm machinery in the input pro¬ 
file of Indian farming, after the green 
revolution. 


T.\HII .t: IMI'M I <)l WSIIHSHIII Dl Vl.l N1 PRCK.RAMMKSON DRSI.ANU UIVIIOI'MI'NI 

IN Karnaiaka 


Item 

Variables 


With Watershed 
Mitiemari Gonur 

W'lihnui Watershed_ 

Mitiemari Gonur 

4'.nip Virlfik lOuintuls |M'r ha) 

flops 



1 inger inillcl 

12.3 

9.6 

< iioiiiidniil 

13.2 

9.6 

Sorghum 

— H.5 

6.0 

Ciroundnul r Redgram 

5.5 + 2 1 

2.8+ 0.5 

I'oarl millei + ftoivegram 

- 2.9 4I..1 

1.8 r 0.4 

Minor millet + Itorsegram 

- 2.6 r O K 

0.2+ 0.2 

l-ingcr millet t Horsegram 

5.3 ♦ 1 1 

2.5 4 0.5 

.Sunflower f Kedgrani 

2.5 no 

(not grown) 

Surgliiim I Redgram 

3.7 ♦ 1.2 

** 

Mai/e -1 Redgram 

6.4 1 1 4 


itflalise Knmiiiiiii-s of Horliriilliirnl f^niph 



Aiimral 

Horticultural 





Surghiim (iioundniii 

.Mango Acid Lime 

Benefit-cost raiiir 

12 15 

6.9 4.9 

Sweet 1 ime Cashew 

2 9 1.3 

Net Rt'lurm. 


/Vlialii Mkro'skiiicrshcd 

Net returns in rupees pei ha ol net 

I9K6-K7 (IteiiJi M.ik<'l) 

1989 90 

cropped area 

46 

2515 


Joladarasin Watershed 

Crops 

W'llh Watershed 

Without Watershed 

Sorghum 

11X13 

642 

Coriander ♦ Sal flower 

1042 

902 

Safflower (Icxal) 

40.3 

309 

Kmiiluv menl 


Acbalii Microwaiershed 


19X6-87 (Bench Mark) 

1989-90 

Man days per ha of net cropped area 

67 

106 


Sourer. State Waicished Development Cell, (iovertimeni ol Karnataka, Bangalore. 
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This emerging feature of Indian 
agriculture whereby more inputs are re¬ 
quired to produce a given level of output 
indicates that it is becoming less efficient 
and more expensive. In fact, in some in¬ 
stances, inputs inclusive of all paid out 
costs and the imputed value of owned 
inputs exceed the returns (e g, rice in 
Haryana, sorghum in Andhra Pradesh). 
Studies by the IFPRl, at Washington, con¬ 
firm that aggregate input produaivities of 
Indian agriculture are falling. The narrow¬ 
ing gap between (the value oO inputs and 
outputs also implies that smaller surpluses 
are available for future investment in 
agriculture. In fact studies suggest that 
real public and private investment in 
agriculture for India has declined in re¬ 
cent years (Shetty 1990]; and so also 
agricultural growth rates [Nadkarni 1988). 
These are disturbing trends indeed, which 
could impede sustained agricultural 
growth in India. 

The res'iiis presenteu above suggest that 
(a) Indian agriculture has reached that 
pha.se where diminishing returns arc in 
operation, (b) it is increasingly relying on 
scarce, costly external rather than local 
resources, (c) input prices are rising faster 
than farm product prices which supports 
the views of the farmers’ lobby that 
domestic ptilioies are framed to deliberate¬ 
ly depress farm product prices, and 
(d) terms of trade have turned adverse for 
agriciture. 

I'hc above tendencies are also visible in 
varying measures in other regions of Asia 
and the less developed world. 

IV 

Impact of Vi'atcn(h«‘<l I)<‘\<*l«»pnicnt 
l*n>#’rainmc*i 

fhe biases and weaknesses associated 
with the g .cn revolution prompted efforts 
for suitable alternatives that combine en¬ 
vironmental concerns with devclopmetit 
needs. To illustrate this, the case of water¬ 
shed development programmes, whieh arc 
being implemented on an e.xperimental 
basis :n the dry belt of India, is cited here. 
As against the green revolution strategy 
which locusi'd exclusively on croplands 
and Ignored cnvironmcnial cnsis, these 
piograriintcs are holistic in naiuic cover¬ 
ing both arable and noii-arabic land 
development. Thcs? piogiamnie'- seek to 
promote soil and moisture conservation 
as well as enhance the ptouiiciivc capacity 
of drylands. 

Karnataka has been in the forefront in 
cvpcrinicniing with such programiiies 
'■iiice 1984. rhough a lung-term impact 
assc.ssmcrt of these progiumines may 
wa.i, available evidences (Table 3) suggest 
tli.ii they have had a favourable impact in 
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terms of growing idditional crops, enhan¬ 
cing crop yields, net returns and employ¬ 
ment generated. These programmes thus 
offer a of hope for the disadvantaged 
dryland farmers to participate in the 
develoomcnt process. 


Conclunionfi 

While irrigated crops and those with 
access to modem farm technology have 
dominated the growth process in India, 
dry crops and drought-prone regions too 
have shared the gains of agricultural 
growth in certain packets. But this growth 
has been accompanied by increasing yield 
instability and production costs. These are 
hurdles to realising sustained agricultural 
growth. Whether attaining higher yields 
involves a trade-off with greater stability 
or not is difficult to surmise. While 
evidences presented here point to instabili¬ 
ty rising with growth, experiences of some 
developed countries and LDCs show 
higher yields being combined with greater 
stability |cf Thompson, vide. Barker ei al 
1981; Alauddin and Tisdell 1988], But 
assuming that such trade-offs do exist, 
how do countries respond? Generalisa¬ 
tions are difficult since risk preferences 
among countries, as between farmers, 
could vary; and so also perceptions and 
policy responses. LDCs like India when 
faced with a severe food crisis in the 60s 
gave emphasis to raising yields. This 
strategy complemented with stabilisation 
policies has enabled India to expand food 
supplies as well as cope with fluctuations 
in domestic output; but these have not 
necessarily been costless. 

Reducing risks and costs in farming 
without inhibiting growth constitute an 
important agenda for agricultural plan¬ 
ners and scientists. Risk reduction or 
management have to centre round (i) crop, 
varietal and economic diversification 
(especially in dry regions where agriculture 
has to survive on a poor resource ba.se), 
(ii) development of crop varieties and 
technologies that can withstand en¬ 
vironmental stresses and shocks, (iii) 
development of infrastructure like ir¬ 
rigation, input delivery systems and 
market institutions, (iv) stabilisation 
policies (crop insurance, buffer stocks, 
target-orient^ public distribution system, 
price support) to insulate producers and 
consumers from weather and market- 
related risks. Cost reduction strategies 
should focus on (i) economising and. 
wherever possible, substituting external 
with local resources; for instance, legumes 
in traditional crop rotations were an in¬ 
expensive source of nitrogen (local 
resource) as against expensive synthetic 
nitrogen (external resource); so also 


organic manures which are less hazardous 
and expensive, and labour-intensive have 
been increasingly discarded after the ad¬ 
vent of chemical fertilisers; (ii) research in 
and development of cost-effective tech¬ 
nologies; (iii) resource conservation (soil 
and water conservation); (iv) shift to sus¬ 
tainable alternatives (natural farming, 
watershed management, biological 
methods of pest control and nutrient use). 
The accent on 'resource exploitation’ that 
characterised the green revolution-based 
growth strategy has to give place to 
‘resource conservation’ using modern 
science and traditional wisdoms. 

The strategies tor promoting sustained 
agricultural growth will have to keep in 
view the diverse environments and con¬ 
straints under which agricultural growth 
is taking place. While in the irrigated 
regions or those with plentiful water em¬ 
phasis has to be on improving water-use 
efficiency through proper regulation and 
management (relevant for south and 
.south-east Asia), in the dry and semi-arid 
regions where water, apart from land are 
over-riding constraints, the policy goals 
should aim at moisture and soil con¬ 
servation and encouraging income- 
enhancing crops (e g, fruit trees) and 
economic activities (pastoral, agro- 
forestry) that are less water and land 
intensive. Ultimately, an economic en¬ 
vironment that is growth- and equity- 
promoting and which interacts in har¬ 
mony with nature is the desired goal. 

[This paper wgs presented al the XXI Inter 
national Conference of Agricultural 
bconomisis at Tokyo from August 22 to 29. 
1991. The authors wish to express their thanks 
to M V Nadkarni for comments on an earlier 
draft of the paper and also to llie editor. IAAL, 
Queen bli/abeth House Oxford University. 
UK, for permission to publish the paper. The 
paper will appear in ihe forlhcoming IAAI-. 
Conference Proceedings volume tilled Su\- 
tamable Aitricullural Development: Role tor 
International Co-operation to be edited bv 
C H IVicrs and published by Dartmoiiih 
Publishers, I.IK.| 
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Rural Poverty in the Semi-Antf' 
Tropics of India 

Identification, Determinants and Policy Interventions 

R P Singh 
P B R Haiell 

The poverty problem is severe in the semi-arid tropics, but is not beyond solution. Among the simulated policy 
interventions, redistribution of land by itself is least effective in reducing poverty. The most important policy 
intervention for poverty alleviation is the complete package of land with a pair of bullocks and a minimum of 
eight years of schooling. Increasing education levels, providing a pair of bullocks, incrva.sing irrigation by 40 per 
cent and increasing wage rates are equally effective in reducing poverty in the .wni-urid tropics. 


LARGELY because of increased irriga¬ 
tion and the widespread adoption of high- 
yielding cereal varieties, fertilisers, and 
agrochemicals, India is now virtually self- 
sufficient in basic foodgrains. Yet, poverty 
continues to be a widespread problem, 
particularly in rural areas that have not 
experienced a commensurate increase in 
agricultural productivity. The semi-arid 
tropical (SAT) areas with their low, erratic 
rainfall patterns and limited irrigation 
l^tential are one such area. 

Relevant and improved technologies 
and/or outmigration must eventually pro¬ 
vide the long-term solution to poverty 
alleviation in the SAT areas.'but, in the 
interim, targeted assistance schemes pro¬ 
vide the only relief for the poor. This is 
already a recognised policy, as exemplified 
by the Integrated Rural Development 
Programme (IRDP) and the Employment 
Guarantee Scheme (EGS). The efficient 
design of targeted assistance schemes 
requites sound empirical evidence on who 
the poor arc, how they can be easily iden¬ 
tified. the determinants of their poverty, 
and the likely effectiveness of alternative 
interventions. This study utilises a unique 
set of data collected by the International 
Crops Research Institute for the Semi- 
Arid Tropics (ICRISAT) to help provide 
such knowledge for the Indian SAT areas. 

The ICRISAT household panel data 
base has been the source of several 
investigations about rural poverty in 
India’s semi-arid tropics (Singh et al 1982; 
Walker and Ryan 1990; Singh and 
Binswanger 1989; Walker et at 198.1; 
Ravallion 1987). Our research differs from 
that earlier work in both coverage and 
focus. The previous studies examined 
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poverty in a dynamic sense in three 
agroclimatic regions of India's semi-arid 
tropics (SAT); this study covers 10 villages 
in five agroclimatic regions. It first focuses 
on the identirication and the determinants 
of rural poverty. Then it examines the ef¬ 
fects of policy interventions on poverty. 

11 

Uabi and the Study Villaft^es 

This study utilises data collected by 
ICRISAT from 1981-83 in 10 villages in 
the Indian SAT. The villages were selected 
through a two-stage sampling procedure. 
Five districts, representing five contra.sting 
agroclimatic zones, were randomly 
selected from all the SAT districts, and 
then two villages were selected purposely 
within each of the chosen districts (Singh 
et al 1986]. In the analysis, each district 
has been used as synonym for an agro¬ 
climatic r^ion. The selected villages and 
their locations are given in Table A. 

Within each village a random sample 
of 40 households, 10 each from four 
groups, namely, landless labour and unall, 
medium, and large farms was selected. 
Detailed information on aspects of the 
household economy was collected at an 
interval of one month. Initially, the survey 
began in 1975-76 cropping year in 
six villages in Andhra Pradesh and 
Maharashtra. Intensive data collection 
from the same set ot households in one 
of the two villages in each of these three 
regions continued until 1984-85. But in 
one of the two villages intensive dati col¬ 
lection was discontinued after 1979-80. 
The retrospective data from three discon¬ 
tinued villages were collected in 1983-84. 
In the later years (1980-81) four more 
villages were added from two other 
regions—Gujarat and Madhya Pradesh. 
Data were collected in these two regions 
until 1984-85. In this analysis three-year 
average data for the 1981-82 to 1983-84 
cropping years was used for which com¬ 
parable information was available from all 
, the villages. 

Desptie their common SAT classifica¬ 
tion, the selected districts and villages 


display a diversity of agroclimatic condi¬ 
tions. Annual rainfall is genchilly low and 
averages 870 mm across tin villages 
(Table I). It is bcU>w average utid erratic 
in Mahbubnagat and Saoaikantha 
districts and, Irecausc the soils in these 
areas also have a low watei-ictcntion 
capacity, their agriculture is more depen¬ 
dent on irrigation than in the other 
sampled regions (Table 1). Sholapur has 
a very low and undependable annual rain¬ 
fall (<6(K) mm) and is relatively more 
drought-prone: Tlic soil is medium to deep 
black with higher moistuie-retention 
capacity. Rut farmers plant ciops in the 
post-ra<ny season on residual soil moisture 
and the risk of crop failure is quite high 
(Singh and Walker 1984]. Akola and 
Kaisen districts have above-average rain¬ 
fall as well us good soils, and their 
agriculture is also largely rainfed. The 
Kaisen region is also predominantly a 
post-rainy season ciopping area, where 
land is left fallow during the monsoon 
sca.son. 

The cropping patterns aie quite dif¬ 
ferent in each district. Paddy rice and 
groundnut are grown with irrigation in 
Mahbubnagar, castor and sorghum arc 
intercropped with pearl millet, and 
pigeonpea is cultivated in the rainy season 
without irrigation. Sholapur is pre¬ 
dominantly a sorghum-growing area. 
Akola also grows soighum, bat cotton is 
grown as an impoitant cash crop. Pearl 
millet, ca.sior, and groundnut are grown 
III Sabarkanilia, and pigconfiea, soybean, 
wheat, and chickpea in Raiseii. Farming 
systems in ihc.se five regions are described 
in detail elsewhere (Singh and .Singh 1982; 
Singh et al 1984; K. KI.SAT 1984; Walker 
and Ryan 1990). 

Hi 

Iiiridenee t»f Poverty 

Several criteria, i c. (let capita income, 
calorie requirements, and share of expen¬ 
diture on food consumption, for measur¬ 
ing poverty have been proposed by resear¬ 
chers. In each ca.se a threshold value must 
be defined and households falling below 
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the threshold are classified as poor. 

Economic theory suggests that per 
capita expenditure is the best measure of 
welfare, but this presupposes that 
households, as consumers, maximise a 
continuous utility function defined over 
commodities [Glewwe 1987], This 
assumption may not be applicable to the 
poor if they are striving to meet minimum 
targets for food, housing, clothing, etc, 
just to .subsist. Poverty measurements 
based on calorie intake or food expen¬ 
diture recognise this need to meet 
minimum goals, but they are limited by 
focusing only on a single subsistence goal. 

In principle, per capita income is a 
useful measure of poverty because it sum¬ 
marises a household's ability to acquire 
all its basic needs. But because rural 
incomes often fluctuate sharply from year 
to year, single-period observations on per 
capita income can be an unreliable guide 
to chronic poverty. In our case, we have 
time series data on household incomes 
and hence can use average real incomes 
to circumvent this variability problem. 

Income is defined as (he net return to 
all the household’s resources—land, 
labour, capital, bullocks, and managerial 
skills. It comprises net farm income, 
income from any non-farm businesses 
owned, wage and salary earnings, and 
returns from other investments (land 
rents, interest on savings accounts, pen¬ 
sions, etc). We did not deduct deprecia¬ 
tion allowances for capital items; hence 
our measure of income is the disposable 
income available for consumption and 
gross investment [Singh and A.sokan 
19811. u.sed the state-specific consumer 
price indices (CPIs) for agricultural 
labourers to express real income in 1983 
prices. Average 1981-83 per capaita real in¬ 
comes ranged from Rs 880 to Rs 1420 in 
the sample villages (Table 2). The average 
per person income for the five regions 
(districts) was Rs 1,192, which was a little 
less than half the national average of US 
S 260 reported for 1983 (World Bank, 
1985]. 

There is no obvious relation between 
the per capita income levels reported in 
Table 2 and the agroclimatic conditions 
prevailing in these regions. For example, 
Raisen is the poorest of the five districts, 
yet it has relatively high rainfall and good 
soik. In contrast, Sabarkantha district has 
low rainfall and sandy soils, yet it has the 
highest per capita income among the five 
districts. Nor is there any simple relation¬ 
ship betweoi village average per capita in¬ 
come and the share of the land that is 
irrigated (the correlation is only 0.17). The 
determinants of per capita incomes are 
clearly more complex, involving socio¬ 
economic factors as well as agroclimatic 
conditions. 

in defining rural poverty we used the 
Dandekar and Rath poverty threshold of 


Rs iS/capita monthly consumption ex¬ 
penditure or income at 1960-61 prices, 
which translates to Rs 9S0/capiu income 
at 1981-83 prices using the state-specific 
consumer price index for agricultural 
labourers (Dandekar and Rath 1971). This 
poverty line is also quite close to the 
poverty line suggested by the Integrated 
Rural Development Programme, which 
uses a threshold of Rs 3,600 annual 
income (at 1978-79 prices) for a family of 
five members cultivating 2 ha of dry 
land. Using the consumer price index for 
agricultural labourers, this is equivalent 
to annual per capita income of Rs 930 at 
1983 prices. 

With the increa.sed awareness and 
availability of data, various measures of 
poverty have been developed over time. 
The traditional approach of a poverty 
index is based on the head count of poor 
individuals below the specified cut-off 
point (i e. income or calories). This index 
does not indicate the depth of poverty, 
i e, how poor these individuals are. In 
other words, what is the gap between 
income of the poor and the specified 
poverty line? Hence Sen (1979) added a 
new dimension to poverty measurement 


incorporating the income gap aspect in 
income of poor individuals. However, this 
index considers the average gap in income 
and gives equal weight to all the poor 
individuals. This was further improved by 
ihcorporating the income gap of each 
individual giving more weight to the 
poorest individual (Foster et at 1984; 
Kanbur 1986). For ease of interpretation, 
we have used the head count index of 
poverty for further analysis. 

Applying this measure of poverty to 
average 1981-83 incomes, about SI per 
cent of the households in these regions 
were poor, ranging from 34 per cent in 
Akola to 72 per cent in Raisen (Table 2). 
There is a strong inverse relation between 
the incidence of poverty and average per 
capita incomes in the villages;'the correla¬ 
tion coefficient is -0.86, On an average, 
the ratio of the per capita income of the 
nonpoot to [loor households is 1:3.4 in the 
sample regions, ranging from 1:2.8 
in Sholapur to 1:4.2 in Sabarkar.tha 
(Table 2). This income gap is positively 
as.sociated with the average per capita 
income in each village (correlation of 
0.71). Foi the sample as a whole, poor 
households have an income gap of 


Taw 1.1: Sai ifni K'kAlUKLSor l-ivi A(,k<h i immk Ki<.iuns(ii 1m>i vsSi mi-Akip I koI'h v 1981 H.1 




Agroclimatic Regions 


All 

l-cature 

Mahhub 

nat^ur 

- Sholapui 

Akola 

Sabarkai). 

tlia 

Raisen 

Regions 

Soil type 

Annual rainfall (mm) 

.Alfisol 

Mcdiiiiii to slialloH l-ntisol 
vcriisol 

710 690 820 

Deep 

Vcriisol 


Sample si/e (no) 

Popuiatioii density 

8(1 

78 

79 

80 

80 

397 

(persons/km2)' 

167 

no 

156 

298 

80 

133 

Literacy (per cent)* 

1 andless as per cent of (oial 

.10 

41 

43 

48 

23 

37 

households ' 

Irrigated area as per cent of 

3(> 

31 

32 

25 

33 

.30 

cropped area 

Intercropping as per cent of 

40 

22 

to 

38 

3 

23 

cropped area 

POst-rainy cropping as per 

28 

33 

78 

47 

29 

43 

cent of cropped area 

10 

67 

3 

7 

83 

34 

Average size of holding (ha) 

2 ' 

5.2 

4.0 

2.8 

5.3 

3.9 

Number of bullocks/10 ha 

3.4 

1.7 

2.5 

3.5 

4.8 

3.2 

t-'ertiliser use (Rs/cropped ha) 

270 

32 

120 

IRO 

5 

120 


Note: I Data for Mahbubnagar, Sholapur, and Akola refer to 1975; for Sabarkantha and Raisen, 
198(1 is the reference year. 


Taw t 2: Ditaii s oi Poor anij Non.P(m>r Housi tioi ns 


Agroclimatic Regio ns_ _ All 


Particulars 

Mahbub- Sholapur 
nagar 

Akola 

Sabarkan- 

(ha 

Raisen 

Regions 

Incidence of poverty (per cent 

of households)' 

57 

42 

34 

48 

72 

SI 

Per capita income (Rs) all 

households 

1050 

1164 

1366 

1420 

880 

1192 

Poor households 

530 

655 

650 

570 

SSO 

580 

Non-poor households 

1780 

1785 

2060 

2260 

1715 

1950 

Income ratio (non-poor/poor) 

3.3 

2.8 

3.2 

4.2 

3.2 

3.4 


Note. I Refers to head count method of poverty based on Rs 950 per capita annual real income at 
1983 prices as (he poverty line. 


A-iO 
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lU 37(l/capita white the non-poor «e on 
an aveiage more than Rs 1,000 over the 
poverty line. This indicates that the non¬ 
poor have an income three times higher 
than the average income of the poor. 
However, these gaps were greater in those 
regions where the mean level of income 
was relatively high. • 

IV 

ChanicteriaUcB of the Poor 

On average, in comparison to the non¬ 
poor, the poor tend to be less educated, 
of lower caste, have larger families and 
more children (but not more adult 
workers), a higher dependency ratio, less 
wealth and less access to land. The poor 
also tend to have poorer atxess to irrigated 
land, except in Raisen district, where very 
little land is irrigated anyway (Table 3). 

It is also clear from Table 3 that the 
poor households in most of the regions, 
except Sabarkantha, spend a relatively 
higher proportion, i e, about 80 per cent, 
of their total consumption expenditures 
on food than the non-poor. In the 
Sabarkantha region, where many house¬ 
holds have higher income and consump¬ 
tion levels, households spend a relatively 
smaller proportion of their total con¬ 
sumption on food. This is consistent with 
the concept of the ‘Ultra Poor’ defined by 
Upton (1983), who suggests that the poor 
households spend more than 80 per cent 
of their consumption mainly on food. 
However, poverty is not specific to any 
caste, farm-size, class, level of education, 
and sources of earnings. It is distributed 
across all socio-economic groups. It can¬ 
not be generalised that those who have 
poor resource endowments arc always 
pr>or. This is not necessarily true as even 
those households with better resources 
were also poor. Besides the resource base, 
other factors such as agroclimatic condi¬ 
tions and personal characteristics are also 
associated with poverty. Hence, it can be 
misleading to identify the poor on the 
basis of a single household characteristic. 


Identification of the Poor 

One of the most difficult problems in 
designing assistance programmes to assist 
the poor is the accurate identification of 
the target population. Measurement of 
household income, expenditure, or food 
consumption requires expensive and time- 
consuming surveys, and even then infor¬ 
mation may be misleading if these 
variables fluctuate sharply from year to 
year, as in the SAT. The question arises 
as to whether there are alternative 
indicators of poverty that can be more 
easily measured and which are more 
robust over time. 

To be useful, poverty indicators must 
be easy to obsctve and verify. Movable 
assets, such as livestock or durables, arc 
unlikely to work since these can always be 
hidden once the purpose of their assess¬ 
ment is known. .Similarly, operated land 
area is questionable because of the 
difficulty of verifying land leasing 
arrangements. 

More transparent indicators are the area 
of owned land, the value of owned 
buildings, and the education level of the 
household head. Available land records 
within the villages can be used to verify 
land ownership, buildings can be assign¬ 
ed to the owner of the land on which they 
stand, and education level can be deter¬ 
mined from village elders or from simple 
literacy icsis. 

Ciivcn mcasurcnients on any of these 
three variables, it is necessary to determine 
threshold values below which households 
are classified as poor. The higher the 
threshold values .selected, the more reliable 
the indicator will be in identifying the 
poor. On the other hand, higher threshold 
values arc likely to incicase the error of 
classifying non pcxir households as poor, 
and hence will reduce the efficiency of any 
targeted assistance scheme based on that 
measure ol prwerty. 

Cnven that we know who the poor are 
in any region, it is [Hissible to compare the 


efficiency of different indicators and 
threshold values in correctly identifying 
the poor. The main results are summarised 
in Table 4 for each region. 

The percentage of poor households that 
are correctly identified increases sharply 
as the threshold value for per capita 
owned land is increased. average only 
about one-quarter of the poor are correct¬ 
ly identified if the threshold value is taken 
as zero, but about 94 per cent of the poor 
are selected if the threshold value is 
increased to I ha. 

I he itercentage of non-poor households 
selected is about 2S per cent on average 
when the threshold value is zero. But these 
figures arc relatively low (13 to 14 per cent) 
in Kaisen and Sholapur, where most of the 
iion-p(x>i are correctly identified when the 
threshold Value is zero. In other words, 
hardly 13 to 14 per cent of the poor 
households, who are landless are really 
non-poor. I'liis much misidentification of 
the poor is possible whatever criterion is 
taken. However, there was no clear pat¬ 
tern of increase.s as the threshold value in¬ 
creased. As a result, by selecting a 
threshold value of 0.67 ha/capita land, it 
is possible to correctly identify about 90 
per cent ol the poor households (ranging 
from 78 to 100 per cent across regions), 
and only 33 per cent of the households 
selected (but ranging from II to 49 per 
cent) will be actually non-poor. This 1^1 
of leakage is about the same as achieved 
by the integrated Rural Development Pro¬ 
gramme in India [Shah 1987). The in¬ 
cidence of incorrect cla.s.sification of non- 
poor hotiseholds is much lower in the 
podrer regions (i e, Raisen) than in the 
richer regions (e g, Sabarkantha). 

The results for education of the 
household head and the value of owned 
buildings per capita arc slightly less 
favourable. With threshold values of two 
years of schooling of the head of the 
family and Rs 1,250 per capita of 
buildings, it is possible to correctly iden¬ 
tify about 70-76 per cent ''f the poor 
households Again, the percentage of the 


Tabu J: lMrfiKi.\M Cmakav iikisiksoi P<«r ano NoN-HfM>« Hoiisiiioiivs 


nmiculars 

Mahbubnagai 
Poor Noil 
IViiir 

Sholapur 
I'oiii Non 

I\10I 

6gioclinialic Region! 
Akola 

Pi>or Non- 
r\>or 

V 

Sabarkaniha 
Poiir Non- 
Poot 

kaisen 

Poor Non- 
Poor 

All 

Regions 

Poor Non- 
Poor 

Per capiu income (Rs) 

sto 

I7K0 

65 s 

|7S.‘ 

6.S0 

2060 

570 

2260 

55M 

1715 

S80 

1950 

Per capita owned land (ha) 

0J<f 

0"< 

0 56 

0 96 

0 32 

0 99 

0 14 

0.40 

0 41 

1.38 

0.36 

0.94 

Wlue of owned land ('OUO Ks/ha) 

6.2 

V.2 

S.7 

7 

3.8 

4.9 

6 1 

14.2 

60 

6.3 

6.S 

8.4 

Hunily size (No) 

5.K 

5 8 

6 s 

6.1 

6.6 

.5.7 

62 

6.1 

6.3 

4.6 

6.3 

5.7 

Childien (No) 

2.3 

1.9 

2 7 

I K 

2.8 

2.0 

2.1 

1.7 

2.7 

1.4 

2.6 

1.8 

Dependency ratio 

0.4 

0 Vt 

0 42 

0 30 

0.42 

0.35 

0..17 

0 28 

0.43 

0.30 

0.41 

3.32 

Schooling years (No) 

0.7 

2 4 

I 2 


2.8 

4.0 

2..1 

4.3 

l.l 

).3 

1.6 

3.2 

Net wealth per capita ('(XX) Rs) 

3.5 

II 9 

S,l 

II 0 

3 1 

3.0 

4 0 

!5.0 

4 4 

14.7 

4.0 

12.6 

Irrigation (per cent of cropped area) 

32 

so 

I6 

2^ 

4 

7 

2^t 

40 

T 

2 

|7 

24 

Number of bullocks/10 ha 

2.2 

4.4 

t.7 

1 7 

1.0 

3.2 

4.7 

4 5 

2.8 

3 2 

2.9 

3.4 

Fbod share (per cent) 

86 

74 

81 

76 

78 

70 

68 

59 

80 

71 

79 

70 


A-ll 
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wlected households incorrectly identified 
as poor increases only modestly with the 
incnhse in threshold values, and 70-76 per 
cent of the poor can be correctly identified 
with only about onc-third of the house¬ 
holds selected actually being non-poor. 

VI 

Ueterminanta of Per Capita 
Incomea 

In order to better identify the causes of 
poverty, an econometric model was 
developed to explain the variation in per 
capita income. The model was subse¬ 
quently used to predict the effect of dif¬ 
ferent policy interventions on the 
incidence of poverty. 

In reduced form, per capita income is 
hypothesised to be a function of a 
household’s resource endowments (land, 
land quality, male and female labour, 
bullocks, and irrigation), the age, caste, 
and education of the head, and of annual 
rainfall and the prevailing wage rate Since 
we have S-9 years' data for each hou.se- 
hold, a trend variable is included to cap¬ 
ture changes in technology. The data from 
the different regions were also pooled, and 
this necessitated the inclusion of region 
dummy variables (Raisen was chosen as 
the reference region). But F tests, indicated 
that significant differences in the 
estimated coefficients across regions; 
therefore separate regressions are also 
presented. 

Ihble 5 contains a full list of the 
explanatory variables; only a few explana¬ 
tions are required here. Price variables are 
excluded because of multicollinearity pro¬ 
blems. Within years, most price variation 
(Kcurs between rather than within villages, 
and hence the effect of prices is captured 
by the village dummy variables. Moreover, 
since price changes over time are highly 
collinear with the trend variable, the latter 
can be interpreted as capturing trends in 
both technology and prices. Four caste 
groupings are defined based on the defini¬ 
tions provided by Doherty (1982). The 
first two groups are quite clo.se in terms 
of social status and therefore were 
grouped in one as the highci caste. The 
higher caste group is used, as the reference 
in defining the caste dummies. 

The model was estimated by ordinary 
least squares for per capita total income 
(from all the sources such as crops, 
livestock, wage earnings, and transfers, 
etc) for each region separately and for all 
the regions pooled together (Table 6). We 
were able to explain about 30-71 per cent 
of the variation in total income across ’he 
different regions. 

The results of pooled data across 
regions higiilight the importance of family 
resource endowments in determining in¬ 
come Bullock, quantity and quality of 

Arl2 


land, labour (especially male workers), 
and irrigation, are all h^hly significant 
in determining per capita total income 
Family characteristics are also impor¬ 
tant. The more years of schooling of the 
head of family and experience in farming 
(age as a proxy for experience) has a 
significant effect on the income Age is 
initially a positive factor, but only until 
the household head is about 49 years old. 


Thereafter, age has a n^ive inpact on 
total income 

The coefTidents on the region dummies 
indicate that aU the regions are significant¬ 
ly more favourable sites than Raisen (the 
reference region) for earning higher 
income Since the model already contnds 
for differences in rainfall, irrigation, and 
land quality, the dummies probably rdlect 
the greater relative importance of high- 


T.SBI I 4; Pl.R( I NI/UiF OF PtKIR HrnJSF.HOLUS CoRRbl'II.V lOLNllFIbO BY Al I’ERNATIVE POVERTV 

Indicators 


l\)vcrty Crilciion_Ag roclimalic Regions _ All 



Mahbub- 

nagar 

Sholapur 

A kola 

Sabar- 

kaniha 

Raisen 

Regions 

Owned land 







(ha/capiia) 







0.00 

21.1 

40.0 

21.4 

J7.6 

15.1 

27.4 


(25.0)* 

(14.3) 

(40.0) 

(27.2) 

(13.1) 

(24.2) 

0.20 

57,9 

46.7 

28.6 

81.5 

31.9 

51.4 


(8.3) 

(22.2) 

(55.5) 

(29.2) 

(15.7) 

(25.1) 

0.33 

63.2 

60/0 

71.4 

87.5 

47.1 

66.2 


(14.3) 

(25.0) 

(47.4) 

(49.0) 

(III) 

(28.1) 

0.30 

73.7 

66.7 

85.7 

96.6 

68.2 

'79.5 


(12.5) 

(37.5) 

(47.8) 

(48.5) 

(10.0) 

(29.8) 

0-67 

84.2 

80.0 

100.0 

100.0 

77.9 

88.6 


(23.8) 

(40.0) 

(44 0) 

(49.2) 

(10.6) 

(32.5) 

1.00 

94.7 

86.7 

100.0 

100.0 

89.3 

94.3 


(28.0) 

(45.8) 

(44.8) 

(52.8) 

{I4.-2) 

(36.1) 

bdiication of head (years) 






lllitertc 

73 7 

53.3 

35.7 

54.8 

75.8 

60.6 


(26.3) 

(46.7) 

i64 3) 

(.38.0) 

(167) 

(35.2) 

Literate 

947 

73.3 

42.8 

M).9 

75,8 

69.2 


(25.0) 

(50.0) 

(62.5) 

(.39.7) 

(21.6) 

(37.1) 

Value of buildings 







(Rs/capital' 







5(X) 

36.8 

73.3 

35.0 

6.3 

,32.2 

31.7 


(12.5) 

(26.7) 

0.0 

(90.0) 

(10.0) 

(22.7) 

750 

57.9 

80.0 

64.2 

18.2 

55.4 

49.9 


(21.4) 

(40.0) 

(40.(1) 

(25.0) 

(8.4) 

(24.0) 

1000 

78.9 

86.7 

78.6 

36.1 

68.2 

64.7 


(28.6) 

(48 0) 

(42.1) 

(17.1) 

(13.6) 

(25.7) 

1250 

84.2 

93.3 

92.8 

78.8 

79.3 

75.9 


(33.3) 

(.50.0) 

(43.4) 

(28.2) 

(15.6) 

(30.6) 


Note: I The values arc expressed in 1983 prices. 

f-igutes in pareniheses are per cent of households selected that arc actually non-poor. 


Tabi I 5: Ml ANS 1)1 Exi’i anaidrs Variabi bs Used in Reoression of Income Per Capita 


Explanatory Variables 

Niahbub' 

nagar 

Agroclimatic Regions 
Sholapur Akola Sabarkan- 
tha 

Raisen 

All 

Regions 

Per capiia income (Rs) 

1050 

1164 

1366 

1420 

880 

1192 

Rainfall (mm) 

Age of ihe head of the family 

690 

620 

864 

690 

1065 

740 

(years) 

52 

47 

44 

46 

46 

48 

Value land (Rs ’OO/ha)' 
Irrigulion as per cent of 

40.4 

.38.7 

22.8 

83.9 

341 

39.2 

cropped area 

28.7 

14.5 

4.1 

22.7 

0.8 

15.2 

Higher ca.ste (per ceni) 

.■*4.4 

56.9 

26.1 

54.3 

43.9 

38.5 

Middle casie (per cent) 

19.8 

il.l 

36.1 

12.8 

17.3 

20.9 

(.ower caste (per cent) 

558 

31.9 

36.8 

32.9 

38.8 

40.6 

Schooling years (Nc; 

1.3 

1.6 

3 5 

3.3 

1.6 

2.2 

Adult male (No) 

1.9 

2.1 

1.9 

2.2 

1.9 

1.9 

Adult female (No) 

1.9 

1.9 

1.8 

1.9 

1.6 

1.8 

Per capita owned bullocks (No) 

0.16 

0.15 

0.2 

0.14 

0.29 

0.18 

Per capita owned land (ha) 

0.53 

0.75 

0.71 

0.26 

0.67 

0.62 

Average wage rates (Rs/day) 

4.70 

5.24 

5.16 

6.67 

4.84 

5.21 


Sole-. Land value has been used as a cneasure of land quality. 
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vihie cash crape in Mnhbubnngnr and 
Akola. 

The avenge daily wage is positively 
—with the income of households. 
This is dear in all the regional as well as 
pooled regressions, except Raisen. 

Low rainfall turns out to be a signiFi- 
cant factor in adversely affecting 
household income in two regions (Akola 
and Raisen) but. despite its often-assumed 
imporunce for the SAT areas the total 


annual rainfall is not very important in 
explaining the total income. In both min- 
fall assured regions of Akola and Raisen. 
income declined in the higher rainfall 
years when the poor drainage on black 
soils resulted in waterlogging and dif- 
Hculties in weeding fields. 

Walker ami Jodha (1986) have describ¬ 
ed the risk-management strategies pursued 
by farmers in these villages. They include 
mixed farming, intercropping, spatial 


Table 6; Reckession Analysis of Per Capua Incomi; 


Explanatory Variables 


Agroclimaiic Regions 


All 


Mahbub> 

nagar 

Sholapur 

Akola 

Sabar¬ 

kantha 

Raisen 

Regions 

Intercept 

-1081.34 

- 209.35 

-3376.59** 

-12047** 

-18958 

844.67** 

Per capita owned 

(-0.54) 

(O.IS) 

(-.3.21) 

(-2.-35) 

(-1.61) 

t-4.75) 

land (ha) 

I9I.88** 

438.99** 

396.24** 

2427.46** 

233.51** 

369.01** 

FVr cafMta owned 

(4.13) 

(9 34) 

(9.01) 

(12.21) 

(2.94) 

(-14.56) 

bullocks 

1370.88* • 

666.37** 

899.99** 

1013.79** 

24.75 

411.28** 


(10.78) 

(4.21) 

(6.16) 

(2.70) 

(0.12) 

(12.98) 

Irrigation 

4.85** 

6.08** 

11.15** 

3.28 

-11.75 

5.50** 


(5.41) 

(5.63) 

(3.97) 

(1-37) 

(-1.08) 

(8.78) 

Land value 

-0.22 

0.54 

1.54 

-2.70** 

3.34 

l.34*» 


(-0.41) 

(0.73) 

(1.02) 

(-2.39) 

(I..56) 

(3.53) 

Adult male 

- 39.<»4 

80.20** 

76.%** 

124.51** 

120.76** 

30.47** 


(1.41) 

(2.68) 

(2.23) 

(2.34) 

(-2.03) 

(2.78) 

Adult female 

-71.08** 

-115.68** 

-145.91** 

■ 128.17** 

- 89.29 

98.%** 


( 2.26) 

(-3.87) 

(-4.19) 

(-2.41) 

(1.66) 

(-5.65) 

Age of head 

27.49** 

35.26 

53.84** 

30.67 

1.28 

31.60** 


(2.02) 

(1.82) 

(2.85) 

(084) 

(0.06) 

0^5) 

Age*Age 

0.21 

C.34 

-0.45** 

-0.23 

0.02 

- 0.26** 


( 1.72) 

(-1.72) 

(- 2.22) 

(-0.60) 

(0.07) 

(-3.33) 

School year 

46,62** 

2.63 

59.62** 

21.03 

141.56** 

43.75** 


(.1.25) 

(0.27) 

(5.17) 

(1.28) 

(6.58) 

(7.44) 

Average wage 

113.22** 

121.49** 

272.78** 

156.00 

-621.50 

48.81 


(3.16) 

(2.26) 

(3.33) 

(0.34) 

(-1.70) 

(1.71) 

Rainfall 

I.IO 

0.46 

3.56** 

1.44 

-1.84** 

-0.29 


(- 0.68) 

(0.33) 

(-2.28) 

(-0.62) 

(2.44) 

(1.51) 

Rain'Rain (’000) 

0.79 

0.37 

1.78 

0.61 

0.80** 

0.18 


(0.73) 

(-0.35) 

(1.86) 

(0.41) 

(2.66) 

(1.84) 

Trend 

12.48 

8.41 

33.44** 

139,65 

284..30 

31.51** 

Caste dummies (high 
caste = 0) 

(0.72) 

( 0.43) 

(2.10) 

(1.57) 

(1.70) 

(3.55) 

Middle caste 

18.54 

7.85 

372.20** 

183.21 

226.89 

116.23** 


(0.20) 

(0.09) 

(4.18) 

( - 1.32) 

(-1.65) 

(2.59) 

lx>wer caste 

299.03** 

- 148.11** 

34.1.17** 

986.44** 

42.13 

66.39 

Village dummies' 

( 3.20) 

(2.31) 

(1.64) 

1 7.23) 

( -043) 

( - 1.70) 

Village 

Region dummy' 
Mahbubnagur 

Sholapur 

Akola 

Sabarkantha 

-23.39 

(-0..12) 

- 39.40 
< -0.59) 

26.61 
(0 .14) 

.'(M).77** 
(2 72) 

634.81** 

(2.78) 

3)9 "2*» 
(4.26) 
427.60** 
(5 19) 
572.51** 
(7.72) 
560 33** 
(6.02) 

Adjusted R 

0.48 

0.32 

0 52 

0.72 

0.40 

0.4.1 

F-Ratio 

42.78 

21.73 

47.15 

SI.M 

10.84 

106.67 

Sample size 

713 

697 

695 

.112 

232 

553 


Noter. Figures in parentheses arc absolute value of t statistics iniJiciiir MRiiilieance ui .05 and 
.001 level of significance. 

1 Used as a measure of land quality. 

2 Fbr region dummies Raisen region is the rerctcncc region; in case of village dummies 
Aurcpalle, Shirapur, Ranzara, Boriya. Papda are the reference villages in the respective 
reaions. 


diversification, and sharecropping. The 
Employment Guarantee Scheme alto 
operates in some of the regions. Even so^ 
it seems unlikely that these measures are 
able to adequately buffer incomes from 
the vagaries of local rainfall, particularly 
in the absence of more widespread irriga¬ 
tion. Therefore; it can be concluded that 
annual rainfall is a poor measure of the 
impact of rainfall on total incomes, and 
that only a detailed analysis of the 
seasonal distribution of rainfall would 
reveal its true importance However, initial 
efforts along these lines have not been 
successful. 

Except for land and bullocks owned by 
the households, the regression results in 
Thble 6 suggest a considerable amount of 
spatial variation among the five regions. 
Irrigation is an impoilant factor in 
explaining income in three of the regions. 
Adult male workers in the family also con¬ 
tribute signiftcantly to the total income in 
these regions. Raisen and Mahbub'nagar 
are the exceptions because of relatively 
limited off-farm employment oppor¬ 
tunities. In Akola and Sholapur, employ¬ 
ment is relatively assured through public 
sector Employment Guarantee Schemes, 
and in Sabarkantha nearby industries are 
a source of off-farm employment oppor¬ 
tunities. In contrast, women do not 
participate as much in the labour market 
as men, and their off-farm employment 
opponunities are more limited than men’s. 
The age of the head (as proxy of the 
experience) though positively associated 
with income, is not a very important fac¬ 
tor in explaining income in most of the 
regions. However, the education of the 
head of the family is positively associated 
with income in all the regions. It is weak¬ 
ly correlated in Sholapur and Sabar¬ 
kantha, where the education level is 
relatively high and many households were 
not only literate but had higher education. 
Similarly, average daily wage rates for crop 
activities are important in all the regions 
except Sabarkantha, where many house¬ 
holds earn income from non-farm ac¬ 
tivities and wage rates for cropping 
activities do not have a significant impact 
on total income. 

In general, higher caste households in 
all the regions, except Akola, have higher 
income than the lower caste households. 
But this is mure pronounced in Mahbub- 
nagar, Sholapur. and Sabarkantha. where 
higher and middle caste households have 
significantly higher income than the low 
caste households. In Raisen region, caste 
grouping did not matter much in explain¬ 
ing the household income. 

Within the region„village dummies are 
not signiHcantly different, except in 
Sabarkantha and Raisen where one of the 
two villages (i e, Rampura and Rampur 
Kalan, respectively) has substantially 
higher income: This ^fferenoe was mainly 
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due to higher quality irrigation and to the 
dominance of ‘Patel’ communities, who 
are very enterprising and educated farmers 
in Rampura. In Raiscn, these differences 
in income between the two villages are at¬ 
tributed to differences in irrigation quality 
and to the dominance of the enterprising 
Jain business community. 

VII 

Policy Intcrvcntiona 

The poverty problem is severe in these 
regions, but it is not beyond solution. For 
example, in 1981-83, the per capita in¬ 
comes of all the poor in the five regirms 
could have been raised from Rs .S80 to 
R$ 950/year simply by transferring 
Rs 370/year from the non-poor. This 
amount is equivalent to 17.2 per cent of 
the income of the non-poor at that time, 
or to 33 per cent of their income in excess 
of Rs 9S0/year. Transfers of this magni¬ 
tude are unlikely to materialise in prac¬ 
tice, and a more promising approach is to 
implement public policies that enhance 
the resources available to the poor. In this 
section, we use the estimated per capita 
income equation in lable 6 to simulate the 
effect of different policy interventions 
designed to assist the poor. The model is 
used to provide an income prediction for 
each sample household in 1981,1982 and 
1983 given the changes in the explanatory 
variables wrought by each policy interven¬ 
tion. These predicted per capita incomes 
are averaged for the period 1981-83. The 
incidence of poverty in each region is 
calculated using our cho.sen threshold of 
Rs 950/ycar. The following policy in¬ 
terventions were considered: 

PO—No change. In this case the incidence 
of poveny reported in Table 7 is the 
level predicted by the model for each 
village We also report the actual in¬ 
cidence of poverty as a check on the 
model's performance. 

PI—Redistribute land. Every household 
that operates less than 0.2 ha less of 
land is given an additional I ha. of 
land. The required land is obtained in 
each village by reducing the size of 
holdings of those hou.seholds owning 
more than 10 ha of land. The change 
is therefore purely a redistributional 
policy within each village. 

P2—lncrea.se bullocks. A pair of bullocks 
is given to every household that does 
not own any. 

P3—Increase education. All household 
heads are assumed to receive a 
minimum of eight years of schooling. 
This can be done through providing 
schooling at least up to 8th standard 
in each village. 

P4—Undertake PI and P2. Providing land 
alone might not help the poor house¬ 
holds unless they have draft power to 


cultivate the land. Hence in additkm 
to I ha of land a pair of bullocks is 
also giyen to them. 

P5—Undertake PI, P2, and P3. Similar¬ 
ly as in P4 land and bullocks were 
given to poor households and addi¬ 
tional schooling will also help in their 
exposure to new technology. Therefore 
in addition to education, land, and 
bullocks were also given to the poor. 
P6—Minimum wage. The minimum wage 
in each village is increased from Rs S 
to Rs lO/day. After allowing for 
changes in labour demand (assuming 
a demand elasticity of -0.3), this is 
equivalent to a 40 per cent increase in 
wage earnings. 

P7—Double wage earnings for all 
households. 

P8—Increase existing level of irrigation by 
20 per cent in each village. An addi¬ 
tional 20 per cent of the total land area 
cropped by each household is irrigated, 
providing the irrigated share does not 
then exceed 100 per cent. The landless 
labour households do not directly 
benefit from this intervention. 

P9—Increase irrigation by 40 per cent. As 
in P8, but with a 40 per cent increase 
in the cropped area that is to be 
irrigated. 

Of the interventions evaluated (Table 7), 
providing education (P3), bullocks (P2), 
and providing additional employment 
and/or increasing farm wages, and 
redistributing land (PI) were most effec¬ 
tive in reducing poverty in Mahbubnagar, 
Sholapur, and Akola regions, while in 
Sabarkantha raising the education level of 


all houachoM heads to at lost 8 yean of 
schooling (P3) and providing land with a 
pair of bullocks (P4) were effective in 
reducing poverty. 

Similarly, further increase in irrigation 
(P8 and P9) and wage rates (P6) were also 
effective in Mahbubnagar, Shedapur and 
Sabarkantha. Education is, of course; a 
long-term intervention that would have 
little immediate impact on the poor. But, 
combined with othre short-term interven¬ 
tions, it is undoubtedly the linchpin ui any 
effective and lasting solution to the 
poverty problem. 

Redistributing land alone (PI) is .the 
least effective intervention of tlw aiter- 
natives considered. It reduces the ia> 
ddence of poverty by 3 pdr edit only but 
has relatively strong impact in the richest 
villas Giving 1 ha of land and a pair 
of bullocks (P4) is more effective; and 
particularly if done in conjundion with 
education (PS). This complete package 
reduces the poverty by 74 per cent at the 
aggregate level but in some of the villages 
it is as effective as it can eliminate poverty 
completely. A combination of increased 
education, giving bullocks, and land 
redistribution (PS) could virtually 
eliminate poverty in ail except the poorest 
regions. Unlike education atone, this com¬ 
bination offers both a short- and long¬ 
term solution to the poverty problem. 

Introducing a minimum wage of 
Rs lO/day at 1983 prices (P6) has much 
the same impact as giving a pair of 
bullocks. But this seems to be more effec¬ 
tive in eliminating poverty in the poorest 
villages. Such a wage increase would have 


iMitl 7. SiMOl AtEt) 

Of V.SHIOIIS PrilK'Y iNIt.RVINtlllNS ON 
Housi HOI IIS IN POVkRI S 

IMt Pl;Rll:NIAll.[: W 

Polics Intel ventions' 

Mahhub- 

nagar 

Agroclimatic 
Sholapur Akola 

Regions 

Sabarkan 

tha 

Raisen 

Alt 

Regions 

Incidence ol povcris (per cent) 
Po 

None' 

.17 

42 

.14 

48 

72 

51 

None’ 

.14 

29 

17 

38 

64 

35 

Kcductions in poverty (per cent)'* 

PI Increase land 2 

0 

12 

29 


3 

P2 Increase bullocks 

14 

42 

48 

24 

20 

34 

P.1 Increase education 

70 

7 

82 

1.1 

80 

46 

1*4 Increase land, and 
bullocks 

9S 

60 

88 

66 

80 

74 

P.s ..icrease land, bullock and 
education 

98 

82 

90 

77 

75 

84 

P6 Inciease wages 

16 

48 

47 

47 

12 

34 

P7 Double wage earnings 

28 

35 

18 

29 

8 

12 

P8 Increase irrigation by 20 
per cent 

17 

42 

71 

II 

12 

20 

P9 Increase irrigation by 40 
per cent 

.17 

73 

90 

19 

IS 

37 


1 Sec (CM lor a full description of ihc policy iniervcnlion.s. 

2 Actual incidence of poverty (per cent) calculated using average 1981-9.3 incomes. 

3 Incidence of poverty (per cent) predicted withg model for 1981-83. 

4 Weighted by the population of households in each village. 

5 i'ercentage reduction in incidence of poverty was estimated ba.scd on the estimated poverty 
as in 



doubled the average wage received in 
1981-83, but much of its effectiveness in 
assisting the poor is lost because of a con¬ 
sequent reduction in total employment. If 
total employment could be maintained at 
this original level, perhaps through a 
publicly operated employment scheme, 
then wage earnings would double (P7) and 
poverty reduced considerably. Increasing 
the irrigated area by 40 per cent (P9) is 
about as effective as the minimum wage 
intervention (P6) and giving a pair of 
bullocks (P2). Its effectiveness in reduc¬ 
ing poverty bears little relationship to the 
existing levels of irrigation in the villages 
(Table 1). Moreover, very little additional 
poverty is alleviat^ increasing the 
irrigated area by 20 per cent (P8). 

However, these policy interventions not 
only help in reducing the number of poor 
but also help in improving the overall in¬ 
come levels of both poor and non-poor 
households, except with some minor 
decline in the income of very large and 
rich farmers. Though some of these policy 
interventions are less favourable to the 
non-poor farmers (such as land distribu¬ 
tion), the gain from these hypothetical 
redistributions of resources benefited the 
p<H>r most. 

VIII 

Cunrluaiona 

Rural households in the Indian SAT are 
poor; the average per capita income was 
only a little less than half the national 
average in 1981-83. Moreover, little more 
than half (SI per cent) the households had 
average incomes in 1981-83 that fell below 
the poverty line of Rs 9S0/capita/year. 
The incidence of transitory poverty is also 
common. 

The poor tend to be low caste, poorly 
educat^, and resource-poor households. 
Poverty indicators based on these house¬ 
hold characteristics therefore offer some 
promise of quickly and cheaply identify¬ 
ing the poor without the need for detailed 
household income and expenditure 
surveys. For example, if the poor are 
defined as those households owning 0.67 
ha or less of land per capita, then more 
than 90 per cent of the actual poor (in 
terms of per capita incomes) will be 
selected. However, of the households 
selected, about 33 per cent can be expected 
to be non-poor householdSIhat have bem 
misclassified. They represent the extent of 
the leakages that would occur in any 
assistance programme that was urgeted 
uMwg this poverty criterion. Moreover, any 
single criterion of poverty for a country 
as large as India with such diversity in 
icsouroes and agroclimatic conditions m^ 
not be proper. There is- a need to have 
several regional indicators of poverty con- 
sioering the income potential, resource 


availability, and level of devdopment for 
a homogeneous agroecological zone. 

Public interventions designed to assist 
the poor will be much more effective in 
the long-term if they include additional 
education. For example, if all the house¬ 
hold heads in our sample had a minimum 
of eight years’ schooling, then the in¬ 
cidence of poverty would be greatly reduc¬ 
ed. Resource transfers to the poor, par¬ 
ticularly of land or bullocks, alone lead 
to only modest reductions in the incidence 
of poverty. A combined package of land 
and bullocks is more effective. A 
minimum wage policy of Rs lO/day at 
1983 prices could be far more effective, 
but only if operated in conjunction with 
a publicly operated scheme to cushion the 
potential decline in employment. 
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(I) A minimum wage of Rs 10/day would have 
approximately doubled the average wage 
earned in the sample villages during 
1981-83. The change in the wage earnings, 
dV, is given by i)Y = Wp, <Jl,+ 1.„, 
dW -1 dWdl, where W and L denote the 
wage and employment levels respectively, 
and a nought subscript denotes the values 
of these variables prior to intervention. 
Using dWW,, and an assumed demand 
elasticity of 0.3 (hvenson and 
Hinswanger 1984), hence d L ~ 0.3 dW 

the change in wage earnings 
evaluates at 0.4 Y|,. That is, raising the 
minimum wage to Rs lO/day would 
increase wage earnings by about 40 per cent 
alter the laboiit market has adjusted. 
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Problems and Prospects of Co-Operatives 
in Managing Degraded Lands 

Case of Saline and Water-Logged Soils 

K K Datta 
P K JoKhi 


The article identifies problems and prospects of community approach in the form of co-operatives in curing 
or preventing saline and water-logged soils in Haryana and Gujarat. The technology of subsurface drainage as 
a measure to control salinity and water-logging is technically and financially feasible. In the absence of an ap¬ 
propriate organisational set-up, the technology eould not be widely adopted because its viability would be ques¬ 
tionable. The management of saline and water-logged soils needs a community approach and collective vigilance. 
In this context, co-operatives may play a .significant role. However, several factors will determine the success of 
drainage coroperatives. These are: (i) the problem of free riders. Hi) disparity in benefits from drainage. (Hi) varia¬ 
tion in assets, caste and religion of members, fiv) participation of beneficiaries, (v) coqPicling objectives between 
head- and tail-enders, and (vi) perception of the programme objectives. The participation .score in managing saline 
and water-logged .soils was found higher amongst poor farmers. Differential persuasion and education strategies 
may bring about the necessary participation to facilitate managing problem soils through co-operatives. 


LAND is one of the most important 
natural resources. It has alternative uses 
to meet the diverse needs of mankind. 
Intensive application of complex agri¬ 
cultural technologies and exploitation of 
land has resulted in higher agricultural 
growth. Ironically, in the race for increas¬ 
ing agricultural production, the 'health' 
of the land was largely unattended. The 
long-term impact of such behaviour 
threatens the sustainability of the natural 
resources. Amongst others, it induces land 
degradation at the global level. 

it has been reported that all over the 
world 4-S.flOO million hectares are degrad - 
ed in some way or ariulher [Vlabbiiti 
I984J, thus thrcateniiig-ihc sustainability 
of agricultural production. India is no 
exception to this menace. There arc many 
causes of land degradation. Ainotig other 
causes, soil salinity and watet logging arc 
most dominant in and and .scmi-aiid 
regions of surface iiiigaied areas. 

1'hc available estimates show that at 
global level about l.s mdlion ha are lost 
annually as a result ot soil salinity and 
water-logging |Hinndtland et al 1987]. 
Diverse statistics ate available on the 
extent ol these soils m India. They range 
from 5.5) to 13 tnillion tia. Ironically, 
neglecting the 'health' of the land and 
excessive human inteileretice are respon¬ 
sible for the emergence ol these soils. The 
present papei focuses on the technologies 
and co-operative management of these 
soils. 

How to manage these problems soils 
depends upon their genesis. Technologies 
are available to cure or postpone these 
types of soil degradation. In this respect 
important measures are provision of ap¬ 
propriate land drainage, improved water 


management practices, selection of an 
efficient crop-mix with low to moderate 
water requirement. Among available 
technologies, agricultural land drainage' 
is gaining importance as curative or 
preventive measure. The technology was 
found technically and financially feasible 
under various environmental conditions. 
However, so far the socio-economic and 
institutional requirements to successfully 
apply this technology was given little at¬ 
tention. That is why the technology can¬ 
not be widely adopted by the farmers. 

In the past, it was emphasised by several 
researchers thaf a formal or informal 
farmers’ organisation has an important 
role to play in managing such soils. Com¬ 
munity management of soil resources re¬ 
quires a different strategy in comparison 
to production and marketing of agri¬ 
cultural produce. This area is yet to receive 
the needed research and policy attention. 
Therefore, a .study that identifies problems 
and prospects of a community approach 
in curing or preventing land degradation 
niay provide useful policy prescriptions 
for sustaining the productivity of land in 
a rapidly rising population age. There may 
be several alternative organisations/in¬ 
stitutions each having some advantages 
ami limitations. We believe that co¬ 
operatives may be a socially feasible alter¬ 
native. better than any other institutional 
or organisational set-up. 

Keeping in view the urgency to efficient¬ 
ly and effectively utilise degraded lands 
and avert the process of land degradation, 
the pi'esent study was undertaken with the 
following objectives: (i) to show the finan¬ 
cial feasibility of subsurface drainage to 
control soil salinity and water-logging, 
(ii) to address the rationale of co¬ 


operatives in managing degraded lands, 
(iii) to explore a case of a drainage 
co-operative, and (iv) to identify factors 
determining success or failure of co¬ 
operatives in managing degraded lands. 

Study Area 

The study is based on some operational 
research projects related to the manage¬ 
ment of water-logged saline soils ir two 
states, namely, Haryana and Gujarat. A 
large part of the population of these two 
states is predominantly dependent on 
agficulture A sizeable area in these states 
is subject to the risk of land degradation. 
In Haryana, an area of about 0.4 million 
ha is seriously threatened by these pro¬ 
blems. There are reports that it may 
increase to about I.S to 2.0 million ha in 
the next two decades. Considering the 
seriousness of the problem, a number of 
research/piloi projects were undertaken in 
several villages throughout Haryana. We 
selected five .sites, namely, village Ismaila 
in district Rohtak; Ujahana, Bhana- 
Brahamana and Kole-Khan villages in 
district Jind; and village Mundalana in 
district Soncpai. 

Introduction of surface irrigation 
through major irrigation projects is also 
posing a serious threat to the agricultural 
economy of Gujarat. It has been repotted 
that an area of 1.7 million ha is facing 
marginal to severe problems of soil salinity 
and water-logging. We selected four sites 
of drainage in district Kheda These were 
executed in collaboration wi.h the Indian 
Council of Agricultural Research and the 
Water and Land Management Institute 
(ICAR-WAI.MI) under the technical sup¬ 
port of the Central Soil Salinity Research 
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Institute during the period 1987-88 to 
1990-91. The sites are located at village 
Dabhou in Petlad taluka, and Moraj, 
Vslly and Padra villages in Khambat 
taluka. 

Data and Analytical Technique 

The study was based on primary data 
collected from the benericiaries. In all the 
sites, a bench-mark survey was done 
before taking up the drainage measures to 
control salinity and water-logging. Their 
performance was regularly monitored by 
interviewing the farmers. Time-series in¬ 
formation of each beneficiary war 
g^erated on land and resource use pat¬ 
tern, crop choices and their yields, prices 
of input and output, improvement in the 
.soil, etc 

To work out the cost of agricultural 
land drainage, official records were also 
used. Item-wise and operation-wise co.sts 
of land drainage were worked out for each 
site To demonstrate the financial feasibili¬ 
ty of agricultural land drainage, benefit- 
cost analysis was carried-out with the help 
of conventional methods, namely, the 
benefit-cost ratio, the net present worth 
and the internal rate of return. 

To show the rationale of co-operatives 
in managing saline and water- logged soils, 
the experiences gained from various loca¬ 
tions are addressed. These are essentially 
intended to demonstrate that the future 
of agricultural land drainage is bleak in 
the absence of appropriate institutional 
structure, including co-operatives. An in- 
depth case study of a co-operative on 
agricultural land drainage located at 
village Dabhou in Gujarat is presented. 
The society is the first and only one of 
its type in India. 

The prospects of farmers' participation 
with respect to the drainage co-operatives 
was studied by developing an index as sug¬ 
gested by Singh (1992).’ It was measured 
as a proportion of the target group of 
people who were potential beneficiaries in 
relation to their willingness to adopt the 
technology, forming a co-operative and 
sharing or pooling money, labour and 
other resources for managing saline and 
water-logged soils. To capture the expected 
participation of beneficiaries, a set of 
questions were asked. The answers were 
aligned, arbitrarily but logical numbers 
ranging from 0 to I. Each question was 
assigned some weight depending upon its 
relative significance on the basis of value 
judgment so that the sum of the weights 
was equal to 100. The potential participa¬ 
tion score of individual beneficiary was 
worked out as follows: 

j*i 


where, W. is the weight assigned to j"* 
question; X,, is the code of the answer 
given by the i'" beneficiary to j'** ques¬ 
tion; is the participation score of i"* 
beneficiary. 

The average participation index, P, is 
calculated as: 

N 

P = Z P/N 

i-i 

where, N is ihe niiinber of sample 
beneficiaries. 

Feasibility ot SuiHsiiKFAt'E DRAiNAr.t' 

Prevention or curation of saline and 
water-logged soils requites lowering of the 
water-table below the root zone of the 
crops, followed by leaching of excess salts. 
The salts displac^ by leaching need to be 
removed from the .soil by sub-surface 
drainage system, if natural drainage is 
inadequate [Rao and Singh 1990). The 
history of horizontal drainage in India 
started in I92S at Chakanwali (now in 
Pakistan) and in 1928 at Baramati in 
Maharashtra. Since then, some projects 
have been implemented here and there. It 
has now been realised that sub-surface 
drainage is a most important component 
of an irrigation system to sustain the 
benefits from irrigation investment. In this 
section, feasibility of these schemes as a 
measure to control salinity and water¬ 
logging is briefly examined. 

It has been widely recognised that the 
cost of installing sub-surface drainage 
depends upon several factors. These are 
depth and spacing of drains, type of 
drainage material, soil type, area under 
drainage and wages of labourers. The 
initial cost of manually installed sub¬ 
surface drainage in Haryana varied bet¬ 
ween Rs 10,300 and R\ 14,874 per ha at 
1987-88 prices (Table I). For Gujarat, it 
ranged from Rs 9,709 to Rs 13,501 per ha. 
Investment in drainage for salinity and 
water-logging control was found rinancial- 
ly feasible [Joshi ct al 1987 and Datta and 


de Jong 1991]. The calculated internal rate 
of return, benefit-cost ratio and net pre¬ 
sent worth justified the financial feasibili¬ 
ty of investment in drainage to control the 
problem of soil salinity and water-losing 
(Table 2). 

The immediate gains from the improve¬ 
ment in soil were legalised in the form of 
increase in cropping intensity, change in 
cropping pattern, higher crop yields, lower 
cost of cultivation on per unit basis.’ 
Benefits were also observed in the form 
of gainful employment opportunities^ in 
rural areas and strong inter-sectoral 
linkages. 

Despite yielding high dividends by pro¬ 
viding sub surface drainage, up till now 
the drainage measures could not be 
taken up at a large scale. It is because 
niechanisiii of esiablishing .some formal 
or inforinal nigani.satioii institution has 
yet to receive due recognition by the scien 
tists and planners. 

KAIIOS-MI OI DUAINAtii 
Co-Ol'l KAIIVI s 

A collective action is required on area 
(affected) basis to realise (wtential benefits 
from sub-surface drainage. In this context, 
co-operatives arc expected to emerge in 
response to the common interest of af¬ 
fected farm hoii.scholds to fully utilise the 
potential of the degraded lands. The par¬ 
ticipation of affected farm households is 
sought to: (i) adopt v.irious components 

I MU I 2. I INVNC l\l I I .\MHII IM III 
Si Bsi HI V I Dkms v.i iL HaHISNA 

\MI t>( l\KM 


Ciilciia l.sniail:i Daliliuii 

Otuiyaii.i) ((iiijarai) 

liciK'tll 1 ill 111 I II' I 4*1 

Ncl lUfSI'llt IMIllIl 

(Rs ha) 4r)S»l 9S0S 

Inleriial lalc ol 

leliirii (pci icnii Hit 14.75 


Tabu I: Kmai laiion t'lisi m-S ubsi hiai i Ijh-mn-v.i is Hakisna and t.rjAKAi 


Location 

Installation 

Diainage 


Year 

Aiea 



thu) 

Haryana 

Bhaiia-Brahainana 

I98H 89 

110 

Ismaila 

1987 88 

28 

Kolc Khan 

1988 89 

41 

Mudlana 

1985-86 

49 

Ujana 

1987-88 

.32.18 

Gujarat 

Dabhou 

1987-88 

50 

Moraj 

1990-91 

52 

Padra 

1989-90 

53 

Vally 

1990-91 

49 


Drainage 

( iisl iRs' ha) 

iiciietii'i' 

l.ahuur 

1 iiricni 

1987 88 

aiies 

Com 

Price 

Pi ICC 

(No) 

(Per Cent) 

IIII5 

10389 


31 

10999 

1099^1 

28 

40 

11021 

103(8) 

12 

32 

I27‘W 

14!’74 

('oiiiiiiiin 

land 

36 

127<»9 

1279>* 

12 

26 

ll.SOI 

13501 

50 

26 

10387 

970*) 

92 

30 

13565 

12679 

70 

36 

119.15 

III55 

25 

37 


Source: Dana and Joshi (1991). 
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The choice is entirely yours. With IDBI's Fixed Deposit Scheme. You can use the deposit to 
’ -i expense money every month, month after month. Or decide that the deposit 

will give your income a boost every quarter. On the other hand, you can decide to 
collect the interest on your deposit at one go. As an instant windfall right at the 
-is. ^ y':' y beginning of the deposit (an option which will make sense to those considering multiple 
investments),orthemoresiraightfonwardoneolcollectingyouidepositandinterest.asfuture 
^^ capital at the end of the deposit period. The following table exemplifies the choice you have. 

THE FOUR-WAY OPTION WITH lOBI'S FIXED DEPOSIT SCHEME*. 


TYPE 

MINIMUM DEPOSIT 

yiElO STRUCTUIIE 

REMARKS 

Monthly Income Option 

Rs 50,000 

Hs 604 every month on a 
b year deposit of Rs.50.000 

You MTiii aOTfit dial ttu; R& 50.000 Hoor bmil 
ensures a mearwn^ftii monthiv rrlwrr! 

Ouartedy Income Option 

Rs 25.000 

Rs 905 every quarter 

on a 5 year deposit ol Rs.25.000. 

To m««H those exlri^ 

expenses iiki; srhooi tfwM; idc 

Lumpsum Discounted Interest Option 

ns.25,000 

You will get Rs .12,300 immediately 
on a 5 year Rs.25.000 dopusil 

When y(Mi wani tn iiivf*r;l part nl ynut 
capital in a /eio*rr«k ctepusii 

Cumulative Option 

Rs 25,000 

A Rs 25.000 deposit becomes 
•Rs 50,076 m 5 years 

An annual capilal appreciulsui rain 

11120 06%' 

‘ Interest iipto Ns. 7.000 on Ifw jbove deposits is lat-eirerrtpt ur.dei Section SOI ol the Income TsxAcI, 1961 



'."ir. Beyond the minimum amount, you can deposit in multiples of 

CPI Cl I I YES, I’D UKE TO EXPLORE THE 4-WAY t4.5% OPTION. I 

'r. Rs.1,000. The base interest rate for a three year deposit is ■ piease rush me the details oiinei'sFiXE-ootPOsn scut mk ! 

RATING I I 

FA A A ^^^Andadeposittermoffiveyearsandmorefetr^esabase I Name ^ 

nror'f.tun(:E»f1 || r lb of 14.5%. ■ Designalion , 

'■ inu'lf P. f I I 

- i» What's more, this deposit comes with the guarantee of India's i I 

^^^{RBlSrtlfevfllopment bank - lOBI. A fact that is reflected in the FAAA rating by | | 

* CRISIL given to this product indicating the highest degree of safety, where | p„ | 

paymentofinterestandcapitalareconcerned.Youwillagreethatanorganisation ^ 

that handled Rs.7600 crores in loans in 1991-92 for the Indian industry can take very good care of your money. 

Want to know more? Fill out the coupon. Or contact your nearest lOBI office or any authorised IDBI agent. 

And remember the tallowing een aveil of this opportunity: • Resident Individuals • Hindu Undivided Families • Partnership 
Firms • Companies/Bodies Corporate/Societies • Trusts/Association Of Persons. 
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of dnii^age technology and other agro¬ 
nomic practices to improve the soil, 

(ii) share or pool the money, labour or 
both required to operate the drainage 
system, and (iii) provide access to main 
drain to dispose the drainage erfluent. The 
significance and need of co-operatives in 
managing saline and water-logged soils is 
realised in view of: (i) indivisible nature 
of the technology, (ii) no attraction to an 
individual farm household on investment 
to prevent or cure the degraded lands, 

(iii) cost sharing of alternative options, 
and (iv) water sharing. 

Indivisible Nature of Technology 

Drainage technology is indivisible and 
cannot be executed in parts. Unlike co¬ 
operatives for afforestation, milk produc¬ 
tion, oil seed production, where members 
and their holdings may be scattered, 
drainage has lo be provided in a large and 
compact area. Ironically, the holding size 
under Indian context are fragmented and 
loo small. The average size of holding in 
India was 1.54 ha in 1990-91 and is 
expected to be 1.40 ha by the end of the 
century. Under such circumstances the 
adoption of any measure taken by an 
individual farmer alone may not improve 
the problem soils. 

The success largely depends upon a cer¬ 
tain minimum area brought under sub¬ 
surface drainage. It is because salinity and 
water-table movement is a dynamic pro¬ 
cess in the sub-soil zone An individual or 
few farmers with marginal to small land 
holdings may not check the rise of water- 
table and the subsequent salt accumula¬ 
tion. Their investment in i.solation will not 
yield the desired results to improve soil. 

The fact is that all options to control 
soil salinity and water-logging require 
immunity approach and collective ac¬ 
tion and vigilance. In the absence ol^ for¬ 
mal or informal participation of affected 
farm households, even the rich resource 
and high growth regions, like Punjab and 
Haryana, could not implement these 
measures in severely affected areas. 
Therefore, a formal or informal participa¬ 
tion of affected households will positively 
facilitate the utilisation of the potential of 
saline and water-logged soils. 

Preventing or Curing Land 
Oegkauai ion 

Land degradalion is an insidious pro¬ 
cess. During the initial stages it is a hid¬ 
den externality and with the passage of 
time it takes a serious dimension. In the 
beginning, therefore, not much signi¬ 
ficance is attached to such processes. Farm 
level adjustments, for example, applying 
higher doses of inputs, arc made as cop- 
' ing strategies. These adjustments continue 
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till the marginal revenue equals the 
marginal cost. After the optimum point 
is reached, higher doses of inputs become 
unprofitable. As a result of this, the 
reverse process starts in application of 
resources. This is because the productivity 
of various inputs used in degraded soils 
starts declining and their use becomes un¬ 
profitable. Eventually, the land is left 
fallow. Ironically, the rate of degradation 
is not uniform within or across the farms. 
'The differential pattern of degradation 
results in differential measures temporally 
and spatially (Table 3). 

The few affected farmers who do go for 
some preventive measures they find it 
unattractive. For them, there is no incen¬ 
tive to take up any measure. The fact is 
that if they would adopt preventive 
measures in isolation, these would prove 
lo be financially non-viable. To make it 
viable, a joint effort in the form of a com¬ 
munity approach is required. First, the 
area should be identified where problem 
has appeared or is expected to take a 
serious dimension in the near future. 
Then, the farmers should come together 
to save their land from degradalion. 

Cost Sharing 

Broadly, the cost of installing 
agricultural land drainage is incurred 
on: (i) earth work either manually or 
mechanically, and (ii) drainage material. 
After the installation, cost is incurred on 
the operation and maintenance ol the 
system. Yet the lion's share of these costs 
arc being borne by the government in 
almost all the developing countries. The 
experiences of Egypt and l^kistan, where 
a large area is under sub-surface drainage, 
direct charging of the costs by the direct 
beneficiaries is not practised. India is 
following a similar pattern where all the 
drainage schemes are cither sponsored and 
funded by the government or some foreign 
donors/aid agencies. The government has 
already extended a huge amount of sub¬ 
sidy for creating irrigation infrastructure 
to increase the production potential of the 
existing land resources. The experience has 
been that the mismanagement of irriga¬ 
tion has led to soil salinity and water¬ 
logging. Can the government afford to 
spend the huge sum of money required to 


prevent land degradation? If the govern¬ 
ment plans to do it, on a very conservative 
estimates, approximately Rs SS to 85 thou¬ 
sand million will have to be invested 
initially. In subsequent years, a sum of 
Rs 2.65-4.25 thousand million will be 
needed to meet the recurring expenses on 
account of operation and maintenance 
There are remote prospects that any 
government can afford this huge amount 
at a time when there are so many other 
pressing problems to be solved. Camithers 
and Smith (1990) have rightly argued, “... 
our growing recognition of technical 
means to control water-logging and salini¬ 
ty through drainage comes at a time when 
the public sector is widely regarded as over 
extended and with profound macro 
economic instability,... large public 
sector deficits, high inflation rates and 
balance of payments deficits and therefore 
our capacity to respond in a conventional 
way is limited.” 

Therefore, there is an urgent need to 
find some alternative mechanism and 
organisations to develop a viable and sus¬ 
tainable system to meet the drainage in¬ 
vestment costs. One possibility may be in 
the form of cost sharing by beneficiaries 
through co-operatives. The earthwork 
could be done by the beneficiaries in their 
own fields. It has been estimated that the 
share of labour in the total cost ranges 
from 26 to 40 per cent. The remaining cost 
may be shared by the beneficiaries. The 
amount required is estimated to be bet¬ 
ween Rs 6,000 to Rs 7,400 per ha. This 
amount may be borrowed by the bene¬ 
ficiaries' co-operative from any financial 
institution. It is not difficult to repay this 
amount since the land yields higher 
returns after the provision of sub surface 
drainage. Similarly, the operation and 
maintenance cost which is estimated to he 
around Rs 750 per ha annually may be 
shared by all the beneficiaries on quarterly 
or half-yearly basis. Alternatively, it may 
integrate with the irrigation charges. 

Water-Sharing 

The role of water and its management is 
crucial in aggravating or mitigating the 
problem of soil salinity and water-logging. 
Improved water management system 
should be complementary to the sub- 


Tshii .T; Priviniim ok (T k m ivi-Mi asi'ki s io M.anm.i Smini Sous 
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surface drainage system to efnciently 
manage saline and water-logged soils. A 
mismanaged on-farm water allocation 
sub-system is not only inefficient but 
hastens the process of land degradation. 
On the other hand, an efficient and well- 
managed water allocation sub-system 
postpones the soil salinisaiion and water¬ 
logging, besides enhancing water produc¬ 
tivity. it has been well recognised and 
adequately documented that the major 
problem of soil degradation can be 
postponed by efficient water manage¬ 
ment. An efficient system minimises water 
losses during conveyance and application. 
The former can be achieved by lining of 
canals, the latter by providing land level¬ 
ling, sprinkler or drip irrigation system, 
etc Their success in minimising soil 
degradation largely depends upon p«>plc’s 
participation. Unless these measures are 
adopted on compact area basis at a large 
.scale, the problem will remain unsolved. 
It is because the adoption of necessary 
water management measures in isolation 
by one or few in scattered locatioipi may 
partly control the sub-surface water 
movement. The mismanagement of waiei 
by the rest of the farmers may render the 
good lands and water management works 
done meaningless. 

Such kinds of situation.-, may be solved 
in case the farmers of the affected area 
share and manage the irrigation water col¬ 
lectively. 5>cvcrat water users' as.sociations 
under the banner of pani panchayats may 
,play significant role in sharing water in the 
drainage area. There arc several water 
users' associations functioning in Gujarat 
and Maharashtra. A system has to be 
developed to integrate agricultural land 
drainage with these associations in 
managing problem soils. 

Cask of a Drainacu-: Co-Oim-.rativi- 

The history of drainage co-operatives 
organiseo to solve the problems of soil 
salinity and water-logging started in a 
village Dabhou, in Gujarat. As stated 
earlier, an operational research project on 
reclamation of saline and water-logged 
soils under the Indian Council of Agri¬ 
cultural Research and the Water and land 
Management Institute (ICARWALMl) 
was started in 1987. The drainage 
measures yielded encouraging results. The 
need for forming a drainage co-operative 
was felt when the WAL.MI had to hand¬ 
over the operation and maintenance of the 
drainage area to the beneficiaries. Gujarat 
is well known for co-operatives ip India. 
WALMI authorities decided to handover 
this aaivity to the beneficiaries after con¬ 
stituting a co-operative for the operation 
and maintenance of the system. It was 
necessary to meet the operation and 


maintenance charges, run the drains 
smoothly, overcome the choking problems 
of drains, etc. 

With this brief background the co¬ 
operative on drainage was conceived 
(Table 4). It was registered as ‘Saline land 
Agricultural Development Co-operative' 
in 1989-90, headquartered in village 
Dabhou. The main aim of this- co¬ 
operative was to increase the agricultural 
production on marginal lands on a sus¬ 
tained basis. The main activity of this 
co-operative was to operate the drainage 
system anti share its operation and 
maintenance costs, it was decided that the 
entire operation and maintenance charges 
would eventually be met by the members 
but for the first two years WAl.MI agreed 
to meet the.se costs from its operational 
research project. Presently there are 50 
beneficiaries and all are members of the 
said co o|)crativc. The initial membership 
fee was a meagre amount of Rs 5 per 
head. After the formatiuii of this co¬ 
operative, members realistni that with the 
passage of time 'he scope of the co¬ 
operative would have to be widened to 
include othci activities. Important func¬ 
tions may be to: (i) gel electricity connec¬ 
tion to reduce the cost of pumping saline 
water from sump to main drain; (ii) pro¬ 
vide credit for agricultural activities to 
enable the incinbeis to adopt the best 
practices for ma.ximising profit; (iii) supp¬ 
ly fertilisers at reasonable rales; and 
(iv) develop a system of water sharing on 
the pattern of pain panchayai. It is essen¬ 
tial to widen the activities of such co¬ 
operatives for ihcir sustaiiiabiliiy in the 
long run It is because the need for soil 
improvemeni will not be uniform in the 
entire drainag-c area. It is bound to vary 
across farms, farmers located in advan¬ 
tageous position may not be enthusiastic 
about participating in such co-ojKraiives 
in the long run. 

Dl FFRMIN-VMSOI Sl!( < tSStll DrAINAIiI. 
( o-C>i‘i raiivi s 

Theic are several factors determining 
the success or failure of the drainage co¬ 
operatives. These may be; (i) problem of 
free-riders, (ii) variation in assets, caste 
and religion of members, (iii) degree of 
participation of benericiaries, (iv) conflic¬ 
ting objectives, and (v) perception of the 
programme objectives. These factors are 
discussed in view of their possible role in 
accelerating or decelerating the success of 
drainage co-operatives. 

Problem of Free-Kiders 

It is universally true that each society 
consists of a few people who derive 
pleasure or benefit at the cost of others. 
Singh (1992) characterised such persons as 


free-riders. Invariably, free riding may be 
very common in implementing agricul¬ 
tural land drainage programmes. In this 
coiite.xt, there may be two kinds of pro- 
sjicciivc free-riders; (a) those located 
within the drainage periphery, and 
(b) those located outside the drainage 
area. 

The first category of free-riders may not 
at all participate or passively participate 
III meeting the initial cost or extending 
lalHiur despite the fact that their land falls 
within the jurisdiction of the drainage 
system. There may be chances that such 
people withdraw at some later stage and 
do not contribute towards the operation 
and maintenance costs or do not pay the 
expenses in case of system failure. Such 
people believe that they would continue 
to derive the benefits of the drainage ir¬ 
respective of ihcii contribution. With the 
existing system of providing drainage 
where all esix-nses were met by the govern¬ 
ment or some othei ageney, sUch cases 
were difficult u> identify. Once the peo- 
l>le of the aica are leqiiired to participate, 
especially by paying iui the operation and 
mainieiiaiice expenses, we could identify 
the frec-ridets ea.sily. Such |x:rsons may in¬ 
duce others kki to Iree-ride and this would 
adversely allect the cfliciency of the 
sysicm. It is therefore necessary that some 
mechanism is evolved to avoid such pro¬ 
blems in the drainage area. 

The other caiegoiy ol free-riders who 
are located outside the drainage system 
enjoy the csicinality. TTieie is ewidence 
that the neighbouring area is also 
maiginally bencfiied ovei time but affects 
the system efficiency by hori/omal move¬ 
ment of sub-soil water towards the collec- 
toi dram or sump. T he water disjiosal 
system will be burdened to pump addi- 
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tkNul water from the neighbouring areas 
consequently increasing the operation 
and maintenance cost. In a study at 
Kailanakhas, where open sub-surface 
drainage was installed to control saline- 
water-logged soils, marginal to modest 
benefits were derived by neighbouring 
farmers as a consequence of their land im¬ 
provement. The yield of wheat increased 
from 600 to 1600 kg per ha in a period 
of four years. Similar results were observ¬ 
ed for mustard, bajra and other crops. 
Such eases are expected to be observed in 
all the drainage systems unless a 
peripheral drain is provided. The peri- 
phe^ drain will have additional cost and 
that will further escalate the cost of the 
entire system. A peripheral drain will be 
desirable if its cost is less than the benefits 
from the improvement in the system 
efficiency. 

Disparity in Assets. Caste and Religion 

The success or failure of any co¬ 
operative depends upon the variation in 
assets, caste and religion of its members. 
It is also true for managing degraded 
saline and water-logged soils. In case of 
asset distribution, especially size of land- 
holding, we have two contrasting cases of 
Haryaru and Gujarat. The average size of 
land holdings are relatively smaller with 
less number of fragments in different 
drainage locations in Gujarat as compared 
to Haryana (Table S). Farmers located in 
the drainage sites of Gujarat are more en¬ 
thusiastic about the success of land 
drainage than their counterparts in 
Haryana. The interest of farmers in the 
drainage area of Gujarat in reclaiming 
their lands is an indication that the pro¬ 
spects of their participation in drainage 
co-operatives would be bright. However, 
with the present state of affairs in 
Haryana, the expectancy of farmers* par¬ 
ticipation in such programmes seem to be 
a remote possibility. 

Similar to the assets distribution, 
heterogeneity in caste and religion also af¬ 
fects the success of managing drainage co¬ 
operatives. It is well known that the 
politics of caste and religion is emerging 
strongly in India. These have deep roots 
in rural areas. A homogeneous caste 
group in terms^of religion would have an 
edge over diverse caste and religion group 
to smoothly manage the affairs of co¬ 
operatives. For example, at Mooraj in 
Gujarat, majority of the farmers belong 
to Muslim community. Similarly, at 
Dabhou majority of farmers belong to 
Patel community (Ihble S). Majority of 
farmers in these sites reported that they 
would uke up the drainage programme in 
case the government decides to withdraw 
financial assistance. It is evident that in 
these sites the possibility of success is very 


high. It is therefore suggested that while 
sdecting an area for a drainage pro¬ 
gramme as well as for establishing a co¬ 
operative, homogeneity of caste and 
religion should be given due priority, 
besides other techno-economic para¬ 
meters, such as spacing and depth of 
drains, expected returns, etc 
Participation of Beneficiaries 

Participation of member beneficiaries 
is widely accepted as the key to successful 
management of co-operatives. This is also 
true for the co-operatives for managing 
degraded lands. The higher the degree of 
participation of the affected population, 
(he greater will be the success. It has been 
realised that mere planning and executing 
the drainage systems to manage saline and 
water-logged soils by government agencies 
may not yield the desired results unless 
there is a positive attitude and strong will 
of the beneficiaries to participate in the 
programme. To determine the degree of 
participation of the beneficiaries to cure 
or prevent degraded lands, the participa¬ 
tion scores were worked out for two sites, 
namely Dabhou in Gujarat and Ismaila 
in Haryana. 

There was a conspicuous difference in 
the participation scores at these two sites 
(Ihble 7). It was 78.S per cent in Dabhou 
in Gujarat, where some preliminary exer- 
ci.se has been done to form a drainage 
co-operative, while it was 49.1S per cent 
in Ismaila in Haryana. Ironically, the par¬ 
ticipation score was very skewed in 
Haryana as compared to Gujarat. As high 
as S4 per cent of the total respondents 
have less than SO per cent score in 
Haryana, indicating poor participation of 
the beneficiaries. No respondent in 
Gujarat scored less than SS per cent par¬ 
ticipation score. On the other hand, 60 per 
cent beneficiaries in Gujarat have greater 
than 70 per cent participation score. The 
corresponding score in Haryana was 38 
per cent. Interestingly, the coefficient of 
variation of participation score was much 
lower (about 17 per cent) in Gujarat as 
compared to Haryana (about 74 per cent). 
The evidence indicates that more clashes 
and conflicts are expected in Ismaila, 
Haryana, type of social and agrarian 
structure as compared to Dabhou, 
Gujarat, in managing saline and water- 
loggeo soils by forming drainage co¬ 
operatives. Such a situation calls for per¬ 
suasion, education and demonstration of 
the beneficial role of drainage co¬ 
operatives in managing such types of pro¬ 
blem soils. 

The participation of the potential 
beneficiary is not an independent decision 
but often depends upon several other fac¬ 
tors. These may be the distance of the 
farm from the water disposal subsystem. 


extent and magnitude of the peoMen, rile 
of landholding and number of fragnieiila, 
existing crop-mix, resource endoinnenti, 
etc (Ihble 8). Some conflicting objectives 
are bound to appear amongst bene¬ 
ficiaries having low arxl high participation 
scores. It was observed that participation 
score was low under four situathms: 
(i) larger acreage under high water re¬ 
quirement crops, like paddy and sugar¬ 
cane, (ii) larger size of holdiiigs, (iii) higher 
number of fragments, and (iv) higher fer¬ 
tiliser consumption. Precisely, these are 
Tabi.e 3: Frequency Distribution of 
Farmers acxordinu to Number of 
Fragments and Size of Holding 
IN Dieeereni Drainage Locations 

(Percenlf 


Fragmenis. 

Haryana 

Gujarat 

(Number) Ismaila 

Bhana- 

Braha- 

mana 

Dabhou 

Moraj 

1 

_ 

3.7 

10.0 

78.4 

2 

32.2 

18.3 

46.0 

3.3 

3 

10.7 

II.1 

24.0 

3.3 

4 

14.3 

14.8 

10.0 

4.3 

5 

21.4 

ll.l 

2.0 

2.2 

6 

14.3 

7.4 

4.0 

2.2 

7 

7.1 

7.4 

4.0 

4.3 

8 


37 

— 

— 

9 

— 

3.7 

— 

— 

10 or more 

- 

18.6 

— 

— 

Size of 
holding 

2.63 

4.96 

1.12 

1.37 

Gini con¬ 
centration 
ratio 

.76 

.49 

.34 

.86 


TAHi I 6: Castewise Composition of 
Beneiii iarii s in Diiterent Drainage 
L(k ai ions in Gujarat 

fflpr cent/ 


iGcalion 

Dabhou 

Moraj 

Vally 

nuira 

Patel 

70 

10 

30 

20 

Kajput 

10 

10 



Solanki 

— 

10 

10 

— 

Muslim 

— 

60 

50 


SevST 

20 

10 


50 

Other 


— 

10 

30 


Table 7; Frequency Distribution of 
Part KiPAi ION Scxjre in Dieterent 

LOI'ATIONS 

(Per ctntf 


Frequency of 
Participation 

Dabhou 

Ismaila 

<30 


34 

SI - 60 

30 

8 

61 - 70 

10 

— 

71 - 80 

40 

IS 

> 80 

Participation 

20 

23 

score 

Coefficiem of 

78.3 

49.15 

variation 

16.7 

74J0 
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thr chancterutics of affluent farmers. 
Small farmers with a relatively high pro¬ 
blem area recorded a higher participation 
score. Obviously, the better-off farmers 
may not be inclined to participate in 
managing problem soils in contrast to the 
poor farmers. The number of fragments 
per landholding is- also a constraint in 
managing degraded soils. It calls for con¬ 
solidation of landholdings. However, it 
depends upon the political will and 
farmers’ response towards such pro¬ 
gramme in any case, the consolidation of 
landholdings should receive high priority 
in affected areas. Similarly, it would be 
easy to form co-operatives of smaller 
farmers with a relatively larger problem 
area. It would be advisable to identify 
small farmers in the affected areas to form 
co-operatives for management of saline 
and water-log^ soils. Considering these 
faaors, the persuasion and education 
strategies supported by appropriate 
legislation to effectively utilise the poten¬ 
tial of existing problem soils from area to 
area will vary. 

Conflicting Objectives 

The conflicting objectives may be 
witnessed between individuals of the 
drainage area and the system. These may 
also be observed between farmers of the 
drainage area with different resource en¬ 
dowments. Generally, the farmers of the 
drainage system would like to dispose the 
drainage effluent to either the existing 
main drain, canal or river. This will cer¬ 
tainly affect the water quality of these 
water carriers, which is widely used by 
other farmers and animals in some other 
areas. Soil improvement in the drainage 
area may transfer the problein to other 
areas and negate the system benefits. 

Similarly, the tendency of the typical 
farmer is to maximise his private profit 
with the available resources, technology 
and knowledge. Differential resource en¬ 
dowments may cause conflicting objec¬ 
tives amongst individuals. These deter¬ 
mine allocation of resources, including 
land, to different crops. It is likely that ef¬ 
ficient individual decisions may lead to 
system inefficiency. It calls for collective 
vigilance and group management. Any 
. kind of formal or informal group ap¬ 
proach to managing the problem soils will 
have to assure each individual participant 
that the decisions of other individuals will 
not cause any negative externality. The 
benefits to each individual participant 
from the group approach should be much 
higher than in the case of individual 
decision. Such an approach will have con¬ 
siderable potential to actively involve 
individu^ farmers. 

The potential and existing saline and 
water-legged areas need appropriate 


choice of crops as a strategy for preven¬ 
tion of further spread of the problem as 
well as for their reclamation. Very often 
crops which have low to moderate water 
requirement and are salt tolerant are sug¬ 
gested for these problem soils. A differen¬ 
tial crop-mix in a drainage area may lead 
to conflicts amongst the beneficiaries. An 
interesting feature is observed when low 
water requirement aops, like bajra, jowar, 
etc, and high water requirement crops, like 
paddy and sugarcane, are grown along a 
lateral drain by two different farmers. The 
conflict starts when the farmer with low 
water requirement crop wants to lower 
water-table while the farmer with high 
water requirement crop prefers water to 
remain in the fields. Such conflicts are ob¬ 
vious and bound to appear in the absence 
of pre-decided crop-mix for the drainage 
area. These have to be solved to achieve 
higher efficiency of the investment in 
drainage to control salinity and water¬ 
logging. 

Such problems can be overcome by 
developing crop plans for the entire 
drainage area. The crop plans should be 
formulated according to the location of 
the laterals. It would be desirable to have 
one kind of crop along a lateral drain. 
High water requirement crops may be 
preferred nearer the sump. Its advantage 
will be that the excess water of the 
drainage area would be recycled to sup¬ 
plement canal water. As the fields are 
located farther from the sump, crops hav¬ 
ing moderate to low water requirement 
may be preferred. This proposition may 
not be feasible from the farmer’s point of 
view. Their interest lies in the maximisa¬ 
tion of profit or production per unit of 
land and other resources. The clash bet¬ 
ween the objectives of the system and the 
individual farmers is obvious. It could be 
resolved in two ways. One, the drainage 
system should have some built-in 
mechanism that facilitates retention or 
release of water from the field. In this con¬ 
text, junction boxes may play an impor¬ 
tant role. Each farm household may have 
one junction box to manage the excess 
water. Two, larger acreage should be 
allocated to one type of crop along a 
lateral. The first option may serve the pur¬ 
pose but will not be very effective. Its ef¬ 
ficiency will also depend upon the action 
of the neighbouring farmers. The second 
option may be made more feasible if the 
scope of the drainage co-operative is 
widened to the marketing or processing 
of one or two enterprises. For example, the 
drainage co-operative may include the 
marketing and processing of oilseeds or 
any other crop to avoid any conflict 
related to crop activity. Such a provision 
will rather encourage the members to grow 
a few selected crops of mutual interest. In 


the ab.sence of the right choice of crops 
and their appropriate area allocation, the 
efficiency of the drainage system in con¬ 
trolling the salinity and water-logging will 
be far below the expected. 

Perception of Programme Objectives 

One of the most crucial factors that 
determines success or failure of drainage 
co-operatives is how the potential 
beneficiaries perceive the programme ob¬ 
jectives. And, it is dependent on how the 
farmers are educated or per.suaded about 
various components of the technology 
and their participation in forming the co¬ 
operatives. An effective programme will 
simplify the persuasion process. Different 
extension techniques should be adopted 
for the purpose. These may be arranging 
training programmes, .screening films pro¬ 
jecting with and without preventive or 
curative measures in different areas, 
arranging field visits of potential par¬ 
ticipants in curative areas, demonstrating 
technological packages, etc. These exten¬ 
sion activities should be supported 
arranging credit and other important 
measures. Failure to do so will reduce 
the chances of success of drainage 
co-operatives. 

Questions may be rai.sed as to who will 
organise and educate farmers to form co¬ 
operatives to manage their problem soils. 
This task may be taken up by government 
as well as non-government agencies. At 
the initial stage, it would be more ap¬ 
propriate that the department of soil con¬ 
servation or any department dealing with 
the problem of soil salinity and water¬ 
logging in collaboration with the depart¬ 
ments of co-operation and extension 
under the ministry of agriculture should 
be responsible for identifying the affeaed 
areas and organising farmers to form co¬ 
operatives. The department of soil con¬ 
servation should also be responsible for 
technical supervision during the installa¬ 
tion of the drainage system. At the later 
stage. Drainage Co-oper; *.ive Federation 
in line with National Tree Growers’ Co¬ 
operative Federation may be formed. 

I SHI-C S: AsiRV.e VMI ISOI IMPOHIANI 

I'SKAMHWI'i Urn KMIMNI. PaRIK II'AIION 
Si ORI 

Piiiiicul.irs Pariicipaiion 

Score 



low 

Mtgh 

1 Hifili vtaici rcquiri-inent 



Cl ops (pel cent) 

41.36 

35.77 

2 ixiw A-aicr requirement 



crops'TalluM (per cent) 

S8.60 

64.23 

t Si/e of landholding (ha) 

3.30 

1.57 

4 Numhci of fragments (No) 

5 

3 

S Pioblein area (ha) 

S5.40 

75.80 

6 Fertiliser consumption 



(fcg/ha) 1 

15,3.70 

63.50 




CONCUiSION 


Limitations of Study 


Ptesently. the manageinent of saline 
and watcf'logged soils in India is at the 
incipient stage. It is expeaed that in future 
several programmes will be launched in 
different parts of the country to use the 
available land for agricultural purposes. 
This is because several potential or eu-sting 
problem areas need preventive or curative 
measures for sustainable use of available 
soil and water resources. There is an 
urgent need to develop an institutional set¬ 
up that can facilitate adoption of the 
existing alternative technologies. It is 
essential in view of the huge investment 
that has already been made in creating a 
gigantic irrigation net-work which is now 
facing the problem of soil related pro¬ 
blems in the absence of adequate 
measures. Considering the nature of the 
problem, available technology and existing 
agrarian structuie, tieccssary measures 
may be successfully executed by initiating 
effective people’s participation in the pro¬ 
blem areas. This may be possible by for¬ 
ming co-operatives to derive full benefits 
from irrigation investment and to manage 
problem soils in most effective way. 

Although the co-operative is an answer 
to managing degraded soils for agri¬ 
cultural uses, there are several social and 
institutional problems in organising and 
managing them. F¥oples' participation 
may play very important role in this direc¬ 
tion. The drainage co-operativcs may be 
developed as complementary activity of 
the water users’ association for effective 
use of the existing cultivated lands. To 
share the cost of drainage system and 
maintenance it may be integrated with ir¬ 
rigation charges for effective recovery. 
Effective leadership and political will may 
play the crucial role it]'developing such 
associations and institutions. They may 
solve several obstacles in the initial stage.. 
It is clear (hat initially to make the pio- 
gramine more effective continuous per 
sua.sion and education of the farm 
families is a prerequisite. These may he 
undertaken through effective extension 
programmes by organising field day, ex 
hibiting beneficial role of preventive or 
curative measures, deinonsiratiiig various 
components of the technology, etc. T hese 
activities may require coiisidcrahlc time as 
well as money. There is no harm if some 
legislative measures arc employed to form 
co-operatives to manage saline and watci- 
logged soils tor pioductioii and ecological 
sustainability. To su.siain such co¬ 
operatives, theii scope has to be widened 
to include other activities of mutual 
interest amongst the members. These may 
be to arrange credit, crucial inputs, like 
better seed, fctilisers. irrigation water, etc. 
■nd create marketing or proccs.sing 
facilities. 


It was Slated earlier that institutional and 
socio-economic environments were not 
considered while designing strategies for 
managing degraded soils. Therefore, in¬ 
formation is lacking on these important 
aspects to tackle the problem from 
beneficiaries’ perspectives. All the 
schemes on agricultural land drainage 
were executed under government- 
sponsored or foreign-aided programmes. 
It is now seriously intended to hand over 
these schemes to the bencriciarics. Yet no 
institutional structure has been developed 
for making the schemes successful. So far 
only one attempt has been made in this 
direction at village Dabhou, where a for¬ 
mal drainage co-operative was con¬ 
stituted. Therefore; the experiences on co¬ 
operative at single site is major limitation 
of the study. However, it is tried to over¬ 
come by suggesting future course of ac¬ 
tion on the basis of the experiences gained 
from other areas. 

Nolen 

[The earlier version of the paper was presenietl 
at the Symposium on Managing Rural t'o- 
operatives organised by the Institute uf Rural 
Management, Anand from December 7 It, 
1992. The authors are grateful to N T Singh 
for providing necessary facilities; to Kaiar Singh 
for suitably revising (he First draft of the paper: 
to Vishwa Ballabh. O P Singh, K V G K Rao. 
Ir C de Jong and A W Van dc Ban for giving 
useful comments on earlier versions; to O T 
Culati and R K Uewedi for providing necessary 
information; to Curdeep Singh for tabulation 
and analysis of data; and to f^rshottam Lai for 
secretarial help.) 

I Agricultural land drainage is rciiiovul uf 
excess water and salts from an area. It can 
be natural or artificial. In the absence ot 
iiaiuial drainage, the excess water and salts 
Ironi ihe area can be removed by providing: 
(i) surface drainage, and (ii) subsurface 
drainage. The former is removal of excess 
waici from the surface of the land through 
land shaping and coiisiriiciinn of field 
channels and drains. The subsurface 
'irainage refers to the removal of excess 
waiei and salts below the soil surface. It can 


be achieved by piovidini MibiurbK dniiii 
cither horizontally or vertically. ThecaoeH 
water can nbo be removed by ptents 
through evapo-transpiration commonly 
known as bk^rainage. 

2 For detail see Singh (1992). 

3 For detail see Datta and de Jong (1991). 

4 For deuil sec Joshi, Agnihotri and Singh 
(1983). 
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Comprehensive Crop Insurance Scheme 

in Raigad District 

M M Pali! 

S G Borudc 

A study of actual operations of the comprehensive crop insurance (CCl) scheme in two tehsUs of Raigad district 
/eveals that the coverage in terms of number of farmers and area under rice was meagre during the last few 
years. The amount of insurance performer was very low and less attractive in terms of compensation received. 
Therirfore, the authors suggest that crop insurance scheme be made applicable to all the cultivators compulsorily 
and provide protection by guaranteeing 80 to 90 per cent yield in different tehsils according to the degree of risk. 
However, within the tehsil, insurance schemes can be uniform in terms of level of guarantee, premium and pay¬ 
ment of indemnity. 


THE business of farming involves 
numerous risks—natural, social and 
human. Uncertainty of crop yield is thus 
one of the basic risks which every farmer 
has to face In a country like India, the 
majority of farmers are poor, therefore, 
unable to bear risks. Individual farmers, 
owing to insufficieni means and resources, 
are seldom able to stand risk especially 
when these involve disastrous losses. The 
result is often a serious decline in farm 
income and the consequent failure on the 
part of farmers to pay their debts, 
ultimately the entire community is af¬ 
fected by the risk, of which the farmers 
are the direct and primary victims. 

The best means of transferring the risks 
in agriculure arising from natural 
calamities is the crop insurance. Crop 
insurance is a device through which the 
uncertainty faced by an individual is 
spread over a period and the situation in 
bad period/years is tied to good years. The 
insurance risk is transferred to an agency 
or insurer through their participation in 
large number and over a wide area for 
which they pay premium. Thus, the total 
risk is shared by all the participating 


farmers scattered over a large area. 

The scheme of crop insurance has been 
in operation in India for la.st several years. 
But the scheme is facing many difficulties 
and hence there is no continuity in it. 

Three things are important in the opera¬ 
tion of crop insurance in different areas; 

(1) Measuring risk to the production of 
each crop and for specific area. 

(2) Precise estimation of yield losses, 
determination of level of guarantee, 
amount of insurance and premium rates 
for each crop, and 

(3) Determining optimum (suitable) 
unit of insurance in terms of area of 
operation which will have similar risk to 
crops, common level of guarantee, 
amount of insurance, premium rates and 
also payment of indemnity. 

If this is not done properly and scien¬ 
tifically, a lot of discontent is likely to be 
created in the minds of insuring farmers, 
pariculariy when the indemnities are not 
commensurate with the amount of 
premiums paid by them. Therefore, a 
study was undertaken to cover above three 
objectives in respect of rice crop in Raigad 
district of Maharashtra. 


MiiTHonoincv 

Raigad is the major rice growing district 
in Maharashtra state. Therefore, this 
district was selected purposively for this 
study. Four tehsils were selected random¬ 
ly, one tehsil (i e, Alibag) along the sea 
coast and three tehsils (Panvel, Roha and 
Puladpur) away from the sea coast. 

Two types of data were used for the 
present study; 

(1) Tehsil wise per hectare yields of rice for 
the last 12 years to study variability to 
determine guarantee level yields (or 
threshold yields), to estimate losses in 
yield and to determine premium rates 
for each tehsil. 

(2) Villagewise ‘paisewari’ (a system of 
eye-estimation of yields followed by 
the .revenue department) was used to 
study village to village variation in 
crop situation and to identify groups 
ef villages which have uniform 
paisewari and homogeneous crop con- 
ditions so as to determine the 
minimum unit of area for crop in¬ 
surance purpose. 

The required data were collected from 
the season and crop reports of the depart- 
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SI 

No 

Tehsil 

Average 

Yield 

(kg/ha) 

CV 

80 Per Cent Ciuaramee 
(‘overage Average 

(kg/ha) Loss 

(kg/lia) 

90 K-r ('em (juaranlee 
('overage Average 

(kg/'ha) lerss 

Ikg-'ha) 

100 lY-r Cent Guarantee 
('overage Average 

(kg/ha) L4 >ss 

(kg/ha) 

I 

Riiivel 

1795 

21.3 

1436 

14.66 

1616 

72.54 

1975 

156.83 

2 

Pen 

2059 

20.U 

1647 

28.91 

1853 

97 58 

2059 

166.25 

3 

Karjai 

1647 

14.7 

1318 

12.42 

1482 

.31 33 

1647 

83.50 

4 

Khalapur 

1867 

32.0 

1493 

64 38 

1680 

n3.9l 

1867 

215.20 

5 

Sudhagad 

1704 

19.8 

1.363 

19.41 

1534 

57.8 3 

1704 

133.75 

6 

Uran 

2tl22 

30.3 

1618 

77.25 

1820 

t60.M. 

2022 

244.83 

7 

Alibag 

2283 

11.7 

1826 

— 

2055 

17 58 

2283 

103.16 

8 

Murud 

1971 

20.0 

1577 

43.00 

1774 

V2.2.' 

I97t 

151.41 

9 

Roha 

1458 

14.8 

1166 

6.92 

1312 

29.75 

1458 

82.75 

to 

Mangaon 

1725 

184 

1.380 

.3.66 

1553 

.34 91 

1725 

t55.66 

■ I 

Shriwardhan 

1797 

28.4 

14.38 

97.50 

1617 

142 25 

1797 

195.00 

I2 

Mhasala 

1435 

13.7 

1148 

— 

1292 

9 64 

t435 

71.27 

I3 

Mahad 

1488 

19.6 

1190 

40.91 

13.39 

5.3 33 

1488 

89.16 

14 

Poladpur 

1647 

28 0 

1318 

49.55 

1482 

95.55 

1647 

170.36 


Di.sirici 

1913 

10.53 

1.530 

- 

1721 

8.(X) 

1913 

78.00 
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ment of lagriculiure, MS, Pune and 
revenue records ot tehsildars of selected 
lehsils. 

Ifehsilwisc yield data for twelve years 
was analysed for yield variability, risk 
measurement and loss estimates at dif- 
fcicni guarantee levels. Risk was measured 
by studying standard deviation and co> 
ef^Ticicnt of variation. The level of 
guarantee is expressed as a certain percen¬ 
tage of the long time average yield. Loss 
was estimated as a difference between ac¬ 
tual yield in a particular year and the 
guaranteed yield when the yield was below 
the guarantee level. 

The Raigad district is situated in very 
high rainfall zone of Maharashtra and 
hence it receives assured rainfall. As a 
result, the risk to crop production is 
relatively low. Therefore, the losses in 
yields at higher guarantee level, i e, 80 per 
cent. 90 per cent and 100 per cent were 
calculated as a difference between average 
yield and actual yield in a particular year 
when yield was below the guarantee level. 
Average annual loss was estimated by 
dividing toal loss by the period under 
study (i c. 12 years). The net premium rate 
is the annual average loss per hectare and 
is expressed in physical quantities as 
kolograms per hectare and also as percen¬ 
tage to long-time average yield. 

Rtsiii rs AND Discussion 

Measurement of risk 

Tehsilwise annual average yield, 
insurance coverage and loss estimates are 
given in Table I. 

The average yield was maximum in 
Alibag lehsil (2,283 kg/ha) and minimum 
in Mhaisala tehsil (I43.s kg /ha). The coef¬ 
ficient of variation was the highest in 
Khalapur lehsil (32 per cent) and the 
lowest in Alibag tehsil (11.7 per cent). 
Thus, there were wide variations in rice 
yields from tehsil to tehsil and within the 
same tehsil from year to year indicating 
the risk involved in rice production. At 80 
per cent guarantee level, maximum 
coverage 1,826 kg/ha in Alibag and 
minimum is 1,148 kg/ha in Mhasala, but 
there is no loss in yields at this level due 
to low variability in yields. At 90 per cent 
guarantee level, maximum coverage was 
in Alibag (2,oy5 kg/ha) and minimum in 
Mhasala (1,292 kg/ha), maximum loss 
was in Uran (161 kg/ha) and minimum in 
Mhasala (9.64 kg/ha). At 100 per cent 
guarantee level, maximum loss was also 
in Uran (24.S kg/ha) and minimum in 
Mhasala (71 kg/ha). 

Due to wide variation in yield and risk 
involved to it t'rom tchsliil to teli.sil, the 
district as .i wl ole does not seem to be a 
suitable unit lor insurniu e pin pose and 
level of guaranti'e needs to be different Ibi 


different tehsils considering long-time 
average yield and the coefficient of 
variation. 

(2) Premium Estimation 

Expressing premium rates as percen¬ 
tages of averaae yields helps understand 


the capacity of crop cultivatois to pqr the 
premiums. Very low premium is durable 
from the point of view of cultivators but 
compensation is very low and hence the 
scheme is less attractive. On the other 
hand, high premiums are the result of high 
losses. In this, compensation is attractive 


I ABi.t 2; Teh.sii.wise Estimation oe Premiums 


Premium kg/ha 


SI 

No 

Tehsil 

Average 

Yield 

80 Per Cent 
Guarantee 

90 Per Cent 
Guarantee 

too Per Cent 
Guarantee 



(kg/ha) 

Kg 

Rs 

Kg 

Rs 

Kg 

Rs 

1 

Panvel 

1795 

14.66 

(0.82) 

29.32 

72.54 

(4.04) 

145.08 

156.83 

(8.74) 

313.66 

2 

Pen 

2059 

28.91 

(1.40) 

57.82 

97.58 

(4.74) 

195.16 

166.25 

(8.10) 

332.50 

3 

Karjai 

1647 

12.42 

(0.75) 

24.84 

31.33 

(1.90) 

62.(i6 

83.50 

(5.10) 

167.00 

4 

Khalapur 

1867 

64.38 

(3.45) 

128.76 

133.91 

(7.17) 

267.82 

215.20 

(11.50) 

430.40 

5 

Sudhagad 

1704 

19.41 

(1.14) 

38.50 

57.33 

(3.39) 

115.66 

133.75 

(7.80) 

267.50 

6 

Uran 

2022 

77.25 

(3.82) 

154.50 

160.66 

(7.%) 

321.32 

244.83 

(12.10) 

489.66 

7 

Alibag 

2283 

— 

— 

17.58 

(0.77) 

35.16 

103.16 

(4.52) 

206.32 

X 

Murud 

1971 

43.00 

(2.16) 

86.00 

92.25 

(4.68) 

184 50 

151.41 
(7 70) 

302.82 

9 

Koha 

1458 

6.92 

(0.47) 

13.84 

29.75 

(2.04) 

59.50 

82.75 

(5.67) 

163.50 

10 

Manga on 

1725 

3.66 

(0.21) 

7.32 

34.91 

(2.02) 

69.82 

155.66 

(6.71) 

311.32 

II 

Shrivardhan 

1797 

97.50 

(5.43) 

195.00 

142.25 

(7.92) 

284.50 

195.00 

(10.90) 

390.00 

12 

Mhasala 

1435 

— 

— 

9.64 

(0.67) 

19.28 

71.27 

(4.97) 

142.54 

13 

Mahad 

1488 

40.91 

(2.75) 

81.82 

53.33 

(3.58) 

106.66 

89.16 

(6.00) 

178.32 

14 

I^Eladpur 

1647 

49.55 

(3.00) 

99.10 

95.55 

(5.80) 

191.10 

170.36 

(10.34) 

340.72 


District 

1913 



8.00 

(0.42) 

16.00 

77.65 

(4.06) 

135.30 


Notes: Premiums in money value arc estimated @ Rs 2 per kg of rice. 
Figures in parentheses indicate percentage to average yields. 


I AHi E 3; Li vei oe Guarantee. Insurance Covekaoe and Premiums eor Suuuested Scheme 


Group/Tehsil 

Average 

Yield 

(kg/ha) 

CV 

(Per 

Cent) 

Level 

of 

Guaran¬ 
tee (Per 
Cent) 

Insurance Coverage 
Kg Rs 

Premium 

Kg Rs 

1 Low risk 

1 Mha.sala 

1435 

13.7 

90 

1292 

2584 

9.64 

19.28 

2 Roha 

1458 

14.8 

90 

1312 

2624 

29.75 

19.50 

3 5'ahad 

1488 

19.6 

90 

1.339 

7678 

53.33 

106.66 

4 Karjal 

1647 

14.7 

90 

1482 

2964 

31.33 

6266 

5 Sudhagad 

1704 

19.8 

90 

1534 

3068 

57.83 

115.66 

6 Alibag 

2283 

11.7 

90 

2055 

4110 

17.58 

35.16 

7 Mangaon 

1725 

I.S.4 

90 

1552 

3104 

34.91 

69.82 

II Medium risk 

1 t'anvei 

1795- 

21.3 

90 

1616 

3232 

72.54 

145.08 

2 Pen 

2059 

20.0 

90 

1853 

3706 

97.38 

195.16 

3 Miifiid 

1971 

20.0 

90 

1774 

3548 

92.25 

184.50 

III Itiiih risk 

1 Shri».iidhaii 

1797 

28,4 

80 

1438 

2876 

97.50 

193.00 

3 I'oladpui 

1647 

28 0 

80 

1318 

'2636 

49.35 

99.10 

3 Khalapur 

1867 

32.0 

80 

1493 

2986 

64.38 

128.76 

4 1 Iran 

2022 

30.3 

80 

1618 

3236 

77.25 

154.50 
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but the pranhim tie hetvy and sometiuKs 
;vohibitive unless some subsidy is ptx>- 
vided. Therefore, some middle course is 
preft^red. Insurance with premium less 
than 1 'per cent is less attractive and more 
than S per cent is prohibitive. 

Ikbic 2 indicates that for Raigad district 
as a whole; at 80 per cent guarantee level, 
no loss in yield was observed which shows 
that level of guarantee is inadequate. But 
in tehsils like Khalapur, Uran. Shriwar- 
dhan, Mahad and ^ladpur, premiums 
are more than 2 per cent and insurance 
coverage of 80 per cent seems to be 
adequate. At 90 per cent guarantee level, 
premiums estimated were more than S per 
cent in Khalapur, Uran, Shriwardhan and 
Poladpur and hence beyond the capacity 
of farmers. At a 100 per cent guarantee 
level, premiums calculated were more than 
S per cent of the yield and in some cases 
extremely high, except in Alibag tehsil. 
This means guaranteeing 100 per cent 
yield is not feasible. Thus, the premium 
rales are directly related to the level of 
guarantee and the degree of risk. 

Since there is lot of reduction in yield 
variability at district level due to averag- 
iiiil of fields in different tehsils, the district 
is not a suitable unit for insurance and 
estimation of premiums at the district 
level has no practical significance. 

Considering the degree of risk, tehsils 
were grouped in low, medium and high 
risk categories, (i) Low risk—CV below 20 
per cent; (ii) Medium risk—CV 20 to 25 
per cent; and (iii) High risk—CV above 
23 per cent. 

Accordingly seven tehsils were identified 
for low risk, three tehsils with medium 
risk and four tehsils having high risk 
(Table .1). This classification helped to 
identify the tehsils according to the level 
of risk and per hectare yield so that in¬ 
surance coverage could be decided. 

On the basis of degree of risk, the level 
of guarantee, insurance coverage and 
premium rates are proposed for three 
groups of tehsils mentioned above. Higher 
level of guarantee (90 per cent) is proposed 
to low and medium risk tehsils and lower 
guarantee (80 per cent) to high risk tehsils. 
This is done to keep the premiums within 
the paying capacity of farmers (I to S per 
cent) of average yields. 

An effort was made to assess crop con¬ 
ditions of rice at the village level to assess 
whether there should be common in¬ 
surance for a tehsil as a whole or have 
groups of villages within the tehsils having 
uniform crop conditions, as a unit of in¬ 
surance Therefore distribution of villages 
according to paisewari and degree of 
losses in selected tehsils was studied. 

Information about paisewari of villages 
from four selected tehsils, i e Alibag, 
Roha, Banvcl and Poladpur for flve years, 


i c, I984-8S to 1988-89 was collected. The 
distribution of villages according to 
paisewari was studied to know the range 
of losses and number of villages falling 
in each range. 

In Alibag tehsil, in four years out of 
five, the paisewari was above 100, while 
in one year (i c, 1986-87), paisewari was 
below 75 in 167 villages (81.86 per cent) 
and hence suffered losses. In Roha tehsil 


also, only in one year, i e, 1986-87. all 162 
villages had paisewari between 76 and 100 
per cent and in three years, it was above 
100. In Panvel, in three years the paisewari 
was within the range of SI to 7S per cent 
and in two years it was above 100. In 
Poladpur, in three years, all the villages 
had paisewari above 100 and in one year, 
it was between 70 and 100 and only in one 
year, i c, 1988-89, it was below 75 in 26 


TaH 1.F 4: DlSIKIHOridS l<l Vll I M.IS At l IIHIIINt. lO PMSI WAKI 


l'disew,iri 


Tehsil 

Year 

Zero Up 10 5(1 51 to is 

76 lo 100 

Above 

Toiai 





100 


1 Alibag 

1984-85 

5 


199 

204 


1985-86 

5 

5 

194 

204 


1986 87 

5 84 K.t 

32 

. - ' 

204 


1987 88 

7 


197 

204 


1988-89 

t 


197 

204 

2 Ruha 

1984-85 

.... 

162 

-- 

162 


1985 86 


l<<2 

— 

162 


1986 87 

162 


-- 

162 


1987-88 



162 

162 


1988-89 

■ 


162 

162 

3 Panvel 

1984-85 

1 175 


- 

176 


1985-86 

1 175 



176 


1986-87 

y - 126 

47 


176 


1987 88 

1 


169 

176 


1988-89 

14 


162 

176 

4 Poladpur 

1984-85 



83 

83 


1985 86 

- 


83 

83 


1986-87 



83 

83 


1987-88 


81 

- 

83 


1988-89 

26 

35 

22 

83 

Tabu 

1: UlsiKiHl' 

lioNoi Vim w.is ActOKOiNt, 

Id Oll.KM 

oi Loss 



IJegrcf ol' l.<iss (Iti ( ent) S.;-' 

Tehsil Year Up 10 2.5 26 lo 50 5! Above 7ft'' toia^ 


1 Allbag 

1984-85 


. 



V-1 

(204 villages) 

1985-86 

- 


- 

— 



1986 87 


(67 


167 





(81 86) 


(81.86) 



1987 88 

— 


-- 

— 

M 


1988 89 




— 


2 Roha 

1984 85 




... 


(162 villages) 

1985-86 

162 


... 

162 

■yi' 



(KK)) 



(100) 



I9R6-87 




— 

f: 


1987-88 







1988-89 

- 


... 

— 


3 Panvel 

1984 85 

30 

145 

.. 

175 

f: 

(176 villages) 


(17.04) 

(82.39) 


(99.43) 



1985-86 

45 

130 


175 




(25.57) 

(71.86) 


(99.43) 



1986-87 

75 

98 

— 

173 




(42.6) 

(55 .58) 


(98.29) 



1987-88 


- 

_ 


1 


1988-89 

-- 


_ _ 

_ 


4 iY:ladpui 

1984-85 

- 

... 


— 

> 

(83 villages) 

1985-86 

-- 

— 

— 

— 

) 

V 


1986 87 

__ 


- - 



1987-88 


— 

- - 


ff 

L 


1988-89 

33 

2 


35 




(39.76) 

(2.41) 


(42.17) 
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TABif 6: Opemationai PtRfoiiMANc-E Of CCI Scheme in Rakjad Distkict 


nrticulars 

1983-86 

1987-88 

1989-90 

1 Bonowm 

1. Ibtal landholders in the district 

2,16.302 

2.17.000 

2.17,000 

2 (a) Total borrrowers 

22,404 

19,306 

21,121 

(b) Percentage of borrowers 

10.30 

9.00 

9.73 

3 (a) Total loan amount (Rs lakh) 

122.86 

161.46 

128.05 

(b) Amount per borrower (Rs) 

349 

828 

606 

II PttNkipaling societies 

1 Number of societies in the district 

490 

490 

490 

2 (a) Panicipating societies 

374 

412 

448 

(b) Percentage 

76.32 

84.00 

91.00 

3 Amount of loan advanced by the societies 
(a) Tbtal (Rs lakh) 

66.68 

76.54 

128.05 

(b) Per participating society (Rs) 

17.829 

18,378 

28,583 

III Participating members 

1 (a) Total members of co-operative society 
in (he district 

1,40,747 

1,26,810 

1,26.810 

(b) Percentage to landholders 

63 

38 

58 

2 (a) Participating members 

16,441 

16,096 

21,121 

(b) Percentage to total members 

11.68 

12.69 

16.66 

(c) Percentage to total landholders 

7.6 

7.4 

9.7 

1^ Area coverage 

1 Area under rice (ha) in the district 

1.41,484 

1,41,484 

1.41.484 

2 (a) Area covered by participating 
members (ha) 

3,833 

12,736 

15.708 

(b) Percentage 

2.71 

9.00 

11.00 

V Loans ami insurance coverage 

1 Loans disbursed by panicipating societies 
(Rs lakh) 

13.42 

76.64 

122.25 

2 (a) insurance coverage (Rs lakh) 

20.13 

114.80 

122.25 

(b) Per cent coverage to loan amount 

130.00 

150.00 

100.00 

(c) Amount per participating member 

122 

713 

578 

3 (a) Premium amount (Rs lakh) 

o.to 

1.21 

1.22 

(b) Per cent to loans 

3.00 

I.SO 

1.00 

(c) Amount per farmer (Rs) 

2.43 

7.52 

5.78 

VI Indemnity payment (Only Puladpur tehsil/ 

— 

973 


1 Number of farmers 

— 

— 

- 

2 Tbtal indemnity (Rs) 

— 

37,505 

— 

3 Amount per participating farmer 


39 

— 

4 Tbtal loan amount (Rs) 

— 

2.60,210 

-• 

3 Per cent indemnity to loan amount 

— 

14.41 

— 


villages. From the Toregoing discussion, 
it was seen that the range or paisewari in 
the villages was very narrow, most of the 
villages were found to concentrate either 
one or two paisewari groups indicating 
more or less uniform crop conditions. 
Majority of the villages had paisewari 
above 100 per cent and hence no loss. 

Distribution of villages according to 
range of losses is given in Table 5. In 
Alibag only in one year 167 villages (81.86 
per cent) suffered losses within a range of 
26 and SO per cent. Others did not suffer 
aiqt loss during five-year period under 
study. In Roha I98S-86, all 162 villages 
(100 per cent) sustained loss up to 2S per 
cent, while in 1986-87 all 162 villages 
suffered loss within the range of SI to 7S 
per cent. Thus, in both the years all the 
villages suffered more or less uniform 
losses. In Panvel, losses were observed in 
three out of five years, but the losses in 
all the villages were below SO per cent. In 
Poladpur, out of five years, losses were 
noticed only in one year and that too only 
in 35 villages (42 per cent). 


This indicated that crop conditions in 
a majority of the villages were homo¬ 
geneous and the range of losses was nar¬ 
row. Hence, tehsil can be considered as a 
unit of insurance and a common in-. 


surance policy can be adopted for a tehsil 
in respeM of level of guaranies amount 
of insurance, premium rates and indem¬ 
nity payments. 

When the actual operation of the com¬ 
prehensive crop insurance (CCI) scheme 
was studied, in the Raigad district, the 
proportion of cultivators beneTited and 
the magnitude of benefit received was 
found to be very low (Dible 6). Among the 
total landholders 60 to 63 per cent were 
members of the co-operative societies. 
Even among the societies, many societies 
did not participate in the scheme. In the 
year I98S-86, 76 per cent societies par¬ 
ticipated, which increased to 91 per cent 
in 1989-90. Among the members of co¬ 
operatives societies, only 12 to 17 per cent 
members participated in the crop in¬ 
surance scheme. This percentage to total 
landholders in the district was still low 
(7 to 9 per cent). In terms of coverage of 
rice area by insuring farmers, only 3 per 
cent area was covered in 1983-86, which 
increased to II per cent in the year 
1989-90. The amount of insurance per 
participating farmer increased from 
Rs 122 in 1983-86 to Rs 379 in 1989-90. 
The indemnity was paid only in 1987-88 
(for crop-year 1986-87) with average 
amount of indemnity of Rs 39 per par¬ 
ticipating farmer. This clearly indicated 
that the coverage in terms of number of 
farmers, area and amount of insurance 
per farmer was very low and less attrac¬ 
tive in terms of compensation received. 
The purpose of providing protection to 
farmers against natural hazards is not ful¬ 
ly served. It is therefore suggested to make 
crop insurance scheme applicable to the 
cultivators compulsorily and provide pro¬ 
tection by guaranteeing 80 to 90 per cent 
yield in different tehsils according to 
degree of risk. However, within the tehsil, 
insurance scheme can be common in 
terms of level of guarantee, pfemium and 
payment of indemnity. 
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Dynamics of Land Distribution 

An Alternative Approach and Analysis 
with Reference to Kerala 

Sakli Prasad Padhi 
K N Nair 

This paper attempts a general methodological critique of the conventional approach to the study of changes 
in land distribution. The analytical focus of the authors’ alternative approach is on the pattern of inter-generational 
economic mobility of agricultural households as a proximate explanation for changes in land distribution. 


I 

Scope, Methodology and Data 
Source 

THE present exercise i> primarily 
exploratory in nature: it does not attempt 
to provide a comprehensive explanation 
of the dynamics of land distribution. The 
conclusions drawn arc preliminary and 
tentative and aimed only at indicating the 
need for reformulation and redesigning 
the approach to analyses of changes in 
land distribution. 

The major purpose and the point of 
departure of the present study is thus to 
provide a general methodological critique 
of the conventional approach to the study 
of changes in land distribution and the 
inferences drawn, assertions made and 
speculation attempted. By conventional 
approach we mean analysis ba.sed on com¬ 
parisons of standard size-class distribu¬ 
tions of land at two (or more) time-points 
drawn from different samples and the 
making use of summary measures of 
inequality. 

The analytical focus of the alternative 
approach may be put as follows: the con¬ 
cern is with the pattern of inira- 
generational economic mobility of 
agricultural households as a proximate ex¬ 
planation for changes in land distribution. 
Intra-generational economic mobility is 
taken to mean the mobility (upward or 
downward) of the household with respect 
to size-class of operated area during the 
life-time of the head of the households. 
We need to mention here that the im¬ 
mediate inspiration for adopting such an 
analytical focus for an analysis of land 
distribution has come from a study cf 
Mead Cain,' whose results on intra- 
generational changes in land distribution 
for other parts of India as well as for 
Bangladesh, as explained in the end, will 
bear some interesting comparisons with 
our results for Kerala. More generally, we 
have been inspired by the dynamic 
methodology in the studies of the Russian 
peasant, society by A C Chayanov and 
T Shanin.' 

In order to further clarify the scope of 
our ‘analysis and the logic of the method 


on which it is based, let us look more 
closely at two aspects of our approach: 
substantive and methodological. 

As regards the substantive aspect, we 
need to clarify what it is that has 
motivated the focus of our analysis. In 
this connection, we need to note that the 
empirical literature on peasant economic 
mobility has largely been guided by two 
contrasting approaches, namely, the or¬ 
thodox Marxist and the neo-populist. 
Some essential elements of these two ap¬ 
proaches are set out in the figure for 
illustrative purpo.ses from the point of 
view of the analysis;' the relationship of 
the scope of analysis of the present study 
to these two approaches also would be 
clarified in the process. 

Under the 'Orthodox Marxist’ ap¬ 
proach, the dominant tendency is for 
peasant hou.seholds to move away fiom 
the centre of the distribution in both 
directions (‘centrifugal mobility’j This has 
the dynamic consequence of producing a 
polarisation tendency within the pca.san- 
try which leads to its social cla.ss differen¬ 
tiation and increase in the inequality of 
land/wealth. The orthodox neo-populist 
approach envisages a contrary pattern in 
which households at the extremes of the 
distribution tend to move towards the cen- 
tie (‘centripetal mobility'^ This has the 
dynamic consequence of leading to a 
building of the middle of the distribution 
which, in turn, is reflected in diminishing 
degree of inequality. In the neo-populist 
approach, the pattern of mobility is a 
combination of centrifugal and centri¬ 
petal patterns of mobility giving rise to a 
pattern of multi-directional mobility. 
Multi-directional mobility has the 
dynamic consequence of producing 
neither a polari.sation nor a middling 
tendency but only a cyclical tendency 
within the peasantry. This, in turn, may 
lead to an increase in inequality of 
land/wealth in certain phases ol the 
cyclical movement, but no linear trend in 
inequality. 

The present study, while it is concerned 
with an analysis of the pattern of mobility 
(a major element in the analytical struc 
ture of both the theoretical approaches 
described above) underlying the distribu¬ 


tional change, will have only partial im¬ 
plications for these two approaches. This 
is so, because the scope of our analysis is 
inadequate to deal with the (question rais¬ 
ed by the two approaches regarding the 
dynamic socio-economic consequence of 
the pattern of mobility, without introduc¬ 
ing class theoretic categories to capture 
production relations in the case of the or¬ 
thodox Marxist approach and demo¬ 
graphic paranieicis to capture life cycle 
factors in the case of the neo-populist 
approach. 

On the other hand, our analytical focus 
on hoiiselKild mohiliiy has been prompted 
by two specific considerations. First, an 
earlier study^ attempted a decomposition 
of the change in the average area owned 
per household between 1971 and 1981 for 
individual stales of India into three com¬ 
ponent s; per capita land owned for dif¬ 
ferent size-classes; average household size 
for different size-classes and distribution 
of households (proportion of households) 
in different size-classes. In almost all the 
states, household distribution emerged as 
the single most important component ac¬ 
counting for the observed change in the 
average si/e of owned land. I'his seems to 
suggest that household mobility across 
si/c-clas.ses should be an important 
element in analysing changes in land 
distribution. Second, it would be impor¬ 
tant to see to what extent the redistributive 
land reforms in Kerala tnitiared in the 70$ 
would have changed the distribution of 
land by affecting the pattern of household 
mobility, particularly at the lower end of 
the land di.siribution scale. 

If iherefcue it is true that the pattern 
of household mobility has to be an im¬ 
portant cornponent in any dynamic 
analysis of changes in land distribution, 
the ciucial Question arises. How do we 
generate appropriate dynamic data? That 
brings us to the methodological aspect of 
our analytical approach. 

First oi all, it is necessary to go beyond 
the standard data on changes in size-class 
distribution of land since they do not pro¬ 
vide definite clues regarding the underly¬ 
ing pattern of household mobility. The 
essential problem here is that there is no 
unique one-to-one correspondence bet- 
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Figure: Two Contrasting Theoretical Approaches to Studvinc the Dynamics oe' Peasant Mobility 

(For certain illustrative purpose) 


1. 'Crtbodox Xarxist* Ipproacb ['Ortbodoz Populist* ipprosch] 
Uautsky, Leoin) 


Sixe-class 
of land/ 
Reallb 




Size-class 
of Land 




2. ’leo-popolist Approach 
(Cbajaaov, Sbesia) 


Size-class 
of land/ 
uealtb 



0BSEX7ABLE PBSIOIEIOI/ Tiie-patb 

LEVELS OF AKALTSIS of household lobiliti 


(A) DOHIHAHT PATTERH OF (a) Ceatrifujal Kobilit; 
KOBILITT: 


Tile path 
of household lobilitj 


(b) Centripetal lobilitj 


Tiie path 
of household lobilit; 


(a)e(b): Kultidirectional 
{Cjclical lobilitj) 


(B) DYHAKIC COISSQUEICS: Polarisation Tendenc; and 

hence Social Class 
Differentiation of the 
peasantry 


Levelling/Middling Tendency 
and hence social Boiogenisation 
of the Peasantry 


Y 

(C) DIRECTIOMAL C3AIGE 
II THE lEASDBE 
OF IIEQUALITT: 


Cyclical tendency 
and Deiographic 
Differentiation of the 
peasantry 


Inequality tends to increase 


Y 

inequality tends to 
decrease at first and 
renains stable thereafter 


Inequality lay increase 
but no linear trend 


I^ole: In ihe above scheme, the word ‘orthodox’ is used to denote a theoretical approach based on specific historical conjunctures, 
but assumed to be universally applicable. 


ween a certain observed change in land 
distribution and the underlying pattern of 
household mobility, i c, . .a particular 
pattern of distributional change is com¬ 
patible with a wide variety of underlying 
patterns of economic mobility".' This 
possibility is in general brought out in the 
figure where an observed increase in ine¬ 
quality is compatible with both cen¬ 
trifugal mobility as well as a more com¬ 
plex pattern of multi-directional mobili¬ 
ty. The above point can be more concrete¬ 
ly illustrated by looking at the size-class 
distribution of land for 1980-81 and 
1986-87 given in Table I. Ixt us start at 
the lower end of Ihe scale where there has 
occurred an increase in both the pro¬ 
portion of. and area under, marginal 
holdings. It remains a matter of specula¬ 
tion as to how this might have come about 
through one or more of the following 
possibilities; upward mobility of previous¬ 
ly landless households into this category 
through m;trkei or non-market means; 
consolidation of a certain proportion of 
households previously belonging to this 


category through acqui-sition of land; sub¬ 
division of holdings within this group; 
downward mobility of households 
previously belonging to higher size-classes 
through sub-division or loss of land via 
markel/non-markel channels, etc Similar¬ 
ly. if we look at the large holdings 
category whose share in the number of 
holdings has declined and the area share 
has increased, one or more of Ihe follow¬ 
ing things might base happened; down¬ 
ward mobility of some households 
previously belonging to this category 
through sub-division of land or through 
loss of land via market/non-market chan¬ 
nels; consolidation of a certain proportion 
of holdings previously belonging to this 
group; upward mobility of certain house¬ 
holds previously belonging to lower size- 
classes into this category, etc Given these 
various possibilities, it becomes difricult 
to explain Ihe observed increase in the 
summary measure of inequality of land 
distribution between 1980-81 and 1986-87 
(Table I; last row) in terms of. say, a sim¬ 
ple pattern of cetrifugal mobility. 


Given the limitation of the standard 
data on size-class distribution of land 
from the point of view of studying the 
dynamics of distributional change, there 
are three alternative methods available for 
generating dynamic data for this purpose. 
First, generation of panel or longitudinal 
data whereby the same sample of house¬ 
holds is surveyed at two different time 
points. However, the typical problem with 
this method is that of ‘missing’ house¬ 
holds which can vitiate any analysis of 
change. The second method is that of a 
sample survey of households at one time- 
point and reconstruction of the land¬ 
holding position of the same households 
(and that of previous generations) at an 
earlier time-point. The difficulty with this 
method is that a certain proportion of 
sample households may not have come 
into existence as independent households 
at the earlier speciff^ time-point. 

Thus, a third method-^one which 
avoids the typical problems of the first 
two methods and which we have follow¬ 
ed in this study-^is that which focuses on 
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iww n enen tt toial changes and according¬ 
ly generates appropriate dynamic data by 
aaampk survey of households into which 
the following questions are incorporated; 
'when did you start off with an indepen¬ 
dent onWership/operational holding’ (by 
way of separating from the parent 
hoMing/houschold)? *How much land 
did you start off with’? The second ques¬ 
tion suffices to reconstruct the land 
distribution of what can be called ’point 
of origin’ for the same sample of 
households and thus to study the 
dynamics of distributional change 

In terms of a mental imagery, it is as 
if one is waiting with a sample net for new 
households to get formed (as a result of 
partitioning and splitting of households 
outside the sample net as it were) and 
catching them at the point of origin. Each 
household is thus entering the net with 
two tags; one the year in which it is 
formed (‘point of origin’) and the other 
a certain size of ownership/operaied area. 
Once the sample net is filled up, one is 
tackling the households down to the year 
of actual survey, through a recording of 
other gain/loss transactions in land. 

■One could immediately see a peculiar 
feature of this method vis-a-vis the 
first two methods; unlike the first two 
methods; here one cannot fix the earlier 
time-point of the analysis. This-is because 
different households in the sample would 
have originated at different points in time. 
Thus one is not studying changes between 
two identifiable time-points but between 
a notional point of origin (different years 
for different households) and the year of 
survey. 

Another major difference that needs to 
be pointed out here is that the data 
generated by the first two methods 
typically conflates inlra- and inter 
generational changes, whereas the third 
method focuses on intra-gencrational 
changes. One can think of a number of 
reasons why such a separation of the two 
types of changes is useful and a focus on 
intra-generational mc^ility is justified; 
this approach produces more reliable data 
than the second method of reconstruction 
of land transactions of previous genera¬ 
tions, this method of data generation is 
conceptually superior and unambiguous; 
"With intra-generational change in land 
assets, the unit of analysis is not in doubt; 
while if one tries to measure mobility 
across generations one is confronted by 
a fork on the road"" at the point of pro¬ 
perty partition among heirs. Does one 
follow the properly (i e, examine the col¬ 
lective fate of all heirs) or follow one of 
the heirs and his individual fate?' 
Moreover, in a situation where the exten¬ 
sive margin has been reached and the rate 
of growth of papulation continues to be 
high, one would expect to find aggregate 


downward tnter-genentional mobility. 
This, of course, is not to say that inter- 
generational mobility has no important 
role to play in bringing about changes in 
land distribution,* but only to suggest 
that inter- and intra-generational changes 
need to be separated for the sake of 
analytical clarity. 

Having discussed the scope and 
methodology of the study, we now turn 
to a brief description of the source of data 
used for analysis. The source of dynamic 
data used here is the Land Utilisation 
Survey done in 1987 as part of a study on 
cattle holdings in Kerala, covering 1,080 
households in 27 villages.* What we 
would like to point out here is that this 
survey was not conducted for the 
analytical purpose for which we are using 
it here and hence, from the point of view 
of the present purpose, this body of data 
has certain limitations. 

First, regarding the way in which land- 
holding at point of origin was arrived at. 
This was done on the basis of three ques¬ 
tions: (a) When (in which year) did you 
start as an independent operational 


holding? (b) Are theie any changes in the 
area owned and operated between then 
and now? (c) If yes, what were the various 
years of survey (19S1)1 From this, point 
of origin area was arrived at the 1987 
Operated Area -*■ Area Lost - Area 
Gained. But there was an important 
exception to this: if a household had come 
into existence prior to 1970, only the 
gain/loss transaction for the period 
1970-87 were recorded. Thus, for those 
households which had come into existence 
prior to 1970, it is only their 1970 operated 
area which could be reconstructed and not 

Txai.r 2A: Two wav PERCFKTMit Distribution 
m Sampi r Huusehoi.i>s. by Twu Broad 
Sizb-CLA.s.sES or Opf RATEO Areavyt Point 
Ol OrIOIN in 1970 AND BY YEAR OF ORKilN 


War of Origin 

Size-Class 
(in Acres) 
<5 >.$ 

Total 

By 1970 

29.8 

70.2 

100.0 

1971 - 1975 

41.5 

58.5 

100.0 

1976 1980 

45.0 

55.0 

100.0 

1981 and after 

49.7 

50.3 

100.0 


IaHI I I. PlR( I NIAI.I 


Distkihumon Ol Numhiroi Hni.uiN(.s and Ari aUperated by 
Major Si/r.-tiRoiii>soF Hoi.dinus 


Si/e-Ciroup 
(In Heclarcs) 

I9M-,81 

No Df 
Holdings 

Area 

1986-87 

No of 
Holdings 

Area 

Marginal holding (<l) 

89.2 

41.6 

91.5 

46.1 

Small holding (1 -2) 

6.9 

220 

5.7 

21.5 

Semi-medium holding (2-4) 

2.9 

18.4 

2.1 

15.5 

Medium holding (4 10) 

0.9 

10.9 

0.5 

7.4 

l.arge holding (>10) 

0.1 

7.2 

02)8 

9.7 


loien/ Kaiio 


.(<09 


.620 


Siturce: Cioveinmeiii of Kerala. Agnculiural Census I9S5-S6, Deparimeni of Economics and 
Slaliuic!., 1'rivandrum, 1989. 

Iahie2; Twovay Plr'intaui. Distribuiion oi Sampi i Himischoi i» by Year of Orkjin 

AND BY Sl/t-Cl ASS Ol OPERATED AREA Al POINT OF ORHIIN/IN 1970 


Year of Origin 

.Size Class (in Acres) 

at Point of Origin/in 1970 

Row 

Average 


<.0.10 

.11-.25 

.26-50 

.51 -1.0 1.0 2.0 2.0 5.0 

5-t 

Total 

Opera- 










led 










Area 










(Acres) 

I3> I97tl 

87 

7.5 

13.6 

24 5 

20 3 

18.6 

6.8 

531 



127 1) 

(40.4) 

(51.4) 

(55 3) 

(54 3)) 

(55.0) 

(63.2) 

49.2 

1.88 

1971 1975 

17.5 

ii.n 

13.. 

22 7 

13.0 

15.6 

7.1 

154 



(15.9) 

(17.2) 

(14.3) 

(14.4) 

(lO.I) 

(1.3.3) 

(I9..3) 

14.3 

1.48 

I97(, 198(1 

IV.-* 

10.5 

14.7 

16.7 

20.2 

15.2 

3.0 

198 



(22.9) 

(21.2) 

(20.7) 

(14.0) 

(20.1) 

(16.7) 

(10.5) 

18.3 

1.30 

I9HI and alter 

29.4 

10.7 

9.6 

188 

15.7 

13.7 

2.0 

197 



(34 1) 

(21.1) 

(13.6) 

tl5 7) 

(15.6) 

(15.0) 

( 7.0) 

18.2 

1.04 

C olumn lotal 

170 

99 

140 

235 

199 

180 

57 

1080 

- 


15.7 

9.2 

13.0 

21.8 

18.4 

16.7 

5.3 

100.0 

1.36 


AV/li'v 


- ...-aaiwAm -I iirv «J8ff AJUffl 

referred to in the icxi. 

(li) figures in parenihescs refer lo column percentages. 

(ill) Under 'Row Total* and ‘Column Total' the upper figures represent number of 
households and the lower figures represent percentage distribution of households, 
(iv) In this and subsequent tables, operated area may be regarded as synonymous with 
owned area since in the case of Kerala, there is liitle leasing of land. 
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their aaual point of origin operated wee. 
in this wiy the cerlier reference, point of 
the uulytit of changes in land distribu¬ 
tion which follows is the respective years 
of origin (‘Point of Origin’) for those 
households which came into existence 
af^ter 1970. whereas it is 1970 for those 
households which had come into existence 
prior to 1970. The focus, in any case, 
remains on intra-generalional changes. 

The second point about the dau source 
that needs to be mentioned here is that the 
Land Utilisation Survey, being part of a 
stiMly on cattle holdings, purely landless 
households on the one hand and planta¬ 
tion estates on the other were purposively 
excluded from the .sample frame. I'his has 
two limititions: first, the crucial question 
of the mobility of lanf'ss households 
cannot be explored and second, the 
magnitudes of the inequality estimates 
would be biased downwards. 

II 

Pattern of Diatributional 
(Change 

With these introductory remarks, we 
now move on to an analysi.s of the data. 
To start with a two-way percentage 
distribution of sample households, by 
year of origin and by si/e-class of 
operated area at point of origih/in 1970. 
is presented in Table 2. 

The purpose of this table is to have an 
idea regarding the time-profile of forma¬ 
tion of households (‘age composition of 
the sample hou.seholds')~foi all house¬ 
holds and for households in different size- 
classes. and also to see the initial land- 
holding position of relatively old and new 
households. In terms of the imagery of the 
sample net described above, this table can 
be thought of as the filled-in sample net 
where the households have occupied dif¬ 
ferent cells depending on their respective 
years of origin and the initial size of 
operated area. 

The time-profile of formation of 
households can be seen from ‘Row Total' 
percentages: we find that nearly 50 per 
cent of households had come into 
existence by 1970 and the other 50 per cent 
after 1970. Thus 1970 emerges as the 
median year of formation of the .sample 
households. On the other hand, the size- 
classwise time-profile (given by respective 
column percentages in Ikble 2. in paren¬ 
theses) reveals that there is a dispropor¬ 
tionately large number of old households 
in the lop three size-classes and a dis¬ 
proportionately large number of young 
households in the bottom three-size 
classes, relative to the time-profile of 
formation of all sample households (as 
given by Row Total percentages). 

Thus, as regards the initial landholding 
position of old and new households, we 


fiiid that the proportkm of households in 
the bottom thiee-soe classes increases, 
and in the top three size-classes decienes, 
as we move closer to the year of survey. 
This is clearly seen in Ihble 2A which is 
based on the row percentages in Ihble 2. 
Such a relative proliferation of smaller in¬ 
itial operated holdings among young 
households is reflcaed also in a steady 
decline in the average size of initial 
operated area as the average age of the 
sample households decreases (Ihble 2, last 
column). This can be said to be a reflec¬ 
tion of aggregate downward inter- 


gcnentional mobility doe to incirniing 
scarcity of land as thite passes by. 

In order to study intia-feneiational 
distributional change we can start by ooo- 
stnicting two standard size-class distribu¬ 
tions of land for the same sample of 
households, one for the initial le^pienoe 
point (point of origin/l97()) and the other 
for 1987. This is present^ in Ihble 3, 
nuiel A. The measure of inequality shows 
only a slight increase. Looking at the 
change in the share of land of different 
deciles (Ihble 3, Ruiel B). we find no 
clear-cut pattern of relative gain/loss of 


Tabi F. 3: SizF Cl Avs Di.strihuiion of Land, I.iibln/ Ratio and DEricE Shabes. at Point 
oi Orioin.'in 1970 and in 1987 


iVni-l A 

Size-Class 
(At Point of 
Origin/in 1970) 

Per Cent of 
HHs 

l*er Cent of 
Area 

Size 

Class 

Per Cent of 
HHs 

Per Cent of 
Aiea 

1 

15.74 

0.74 

1 

17.13 

0.67 

2 

9.17 

1.14 

2 

9.16 

1.17 

3 

I2.% 

3..5I 

3 

13.24 

3.54 

4 

21.76 

10.87 

4 

20.65 

10.68 

5 

18.42 

18.17 

5 

16.57 

16.34 

6 

16.67 

.13.34 

6 

18.52 

37.87 

7 

5 27 

32 43 

7 

4.72 

29.02 


Lorenz Ratio (.576) Lorenz Ratio (.585) 


Pkiirl H 


Point of 

Decile 

1987 

Decile 

Absolute 

Proportional 

Origin/197() 

Shares 

Operated 

Shares 

Uain (+)/ 

Gain/Lc » 

Operated 

Per Cent 

Holding 

Per Cent 

IjOss (-) 

Per Cent 

Holding 


Decile 


in Per Cent 


Decile 




Share 


Poorest 

0.45 

Poorest 

0.51 

f0.06 

r 13.33 

2 

O.RI 

'1 

0.73 

-0.08 

-09.88 

3 

2.00 

3 

1.79 

0.2I 

-10.50 

4 

3.50 

4 

2.79 

0.71 

- 20.28 

5 

4.58 

5 

5.17 

+ 0,59 

12.88 

6 

6.38 

6 

5.i7 

1 21 

-I8.% 

7 

8.99 

7 

10.97 

+ 1.08 

+ 12.01 

8 

14.51 

8 

13.50 

-I.OI 

-06.96 

9 

18.60 

9 

20.45 

+ 1.85 

+ 09.95 

Weallhicsl 

40.18 

W'eallhiesl 

39.82 

-0.36 

-00.89 

T sill 1 4; 

IMKA-Ol Nl RAIKINAI ClIANlit INDKTII SHARIS AND IN iNFqUAt.lTY 

Poinl nl Origin/ 


Decile Shares (l*er Cent) 

Absolute 

Proportional 

I9?() Operated 

Ai Poim of 

In 1987 

Gain (+)/ 

Cain/Loss 

Molding Dcf'ik* 


Origin.'ill 


Lossf -) in 

Per Cent 



1970 


Per Cent Share 


Poorcsi 


0 45 

0.50 

+0.05 

+ 11.11 

2 


081 

0.84 

-0.03 

+ 03.70 

3 


2.(K) 

2.04 

-0.04 

+02.00 

4 


3.10 

3,55 

-0.05 

+01.43 

s 


4.58 

4.64 

+0.06 

-01.31 

6 


6.38 

7.37 

-0.01 

- 0.15 

7 


899 

889 

+ 0.10 

- 1.11 

H 


14.51 

14.62 

+ 0.11 

+ 0.75 

9 


18.60 

18.87 

+ 0.27 

+ 1.45 

Wealthiest 


40.18 

39.82 

-0.36 

- 0.89 

Ixircnz Kano 


.576 

.572 









Ittid by dificfcnt dedlet. in iny cuci the 
pfOUciD of looking M distributional 
change in this manner is that because of 
upsnid or downward movement (intra- 
generational mobility) of different 
households, we cannot si^ how the 
distribution of land among the same (set 
oO households has changed over time, 
since the households which oocu|>y a given 
size<lass/decile would change as a result, 
in order to get at the distributional change 
for the same households over time, we 
have estimated the change in decile shares 
between point of origin/1970 and 1987 for 
an unchanging householtf distribution 
(Ihble 4). Here we find a somewhat clearer 
pattern of relative gain/loss in decile 
shares whereby the bottom Five deciles 
have registered small gains and the 
wealthiest decile a slight loss, etc The net 
result of all this is reflected in a slight 
decline in the intra-generational inequality 
of land distribution. 

Ill 

Pattema of Household Mobility 

Now, though the preceding analysis tells 
us how the relative share of the same 
households has changed over time, this in¬ 
formation by itself does not reveal fully 
the underlying pattern of mobility of 
individual households. In order to get at 
this, we have constructed a two-way 
percentage distribution of sample house¬ 
holds, by size-class of operaM area at 
point of origin/in 1970 and size-class of 
operated area in 1987 (Table S). 

Table S essentially ‘tracks down’ the 
same households (occupying different 
size-class positions as in Table 2) to the 
year of survey in order to see how their 
respective size-class positions have chang¬ 
ed. We Find that, in the aggregate, the size- 
class position of as high as 78.3 per cent 
of the sample households has remained 
unchanged; 8.8 per cent of the households 
have experienced upward mobility and the 
remaining 12.9 per cent have experienced 
downward mobility. The size-classwise 
extent of mobility (given by the respective 
off-diagonal row percentages in Table S) 
and of immobility (given by the respec¬ 
tive diagonal row percentages) is presented 
in a consolidated form in Table 5A. 

Here we find that in the lowest size- 
class, as high as 9S.3 per cent of 
households remain in the same size-class 
position and only 4.8 per cent of 
households experience upward mobility. 
The households in size-class 2, 3, 4 and 
5 experience more than the average extent 
of upward mobility whereas the house¬ 
holds in size-classes 3,4 and S experience 
more than the average extent of downward 
mobility. In general, the extent of upward 
mobility diminishes and that of downward 
mobility increases as we move up the size- 


class categories. It is (his which produces 
the (slight) decline in the intra- 
generational inequality in land distribu¬ 
tion (as seen in Ihble 4). 

IV 

Extent, Nature and Pattern of 
Gain/Losa of Land 

It should, however, he noted that the 
mobility matrix present^ in Ihble S (and 
in a consolidated form in Ihble SA) gives 
us, in a sense, the net inter-size-class 
mobility in terms of specified size-cla$s 
mnges of operational area; this would 
then hide the full extent of mobility in 
terms of the number of households gain- 


Tabi.1; 5: T«<>-Wa\ PkKc IN lAiit Disi RiHi' I KIN ui Sampi.I: Househoi os. bv Size-Class of 
Operatf.i) Ari a ai Poini oi Ork>in in 1970 and Sizt-Ci ass of Operaied Area in 1987 
(Inira-genmiional mobiliiy matrix) 


Size-Cla.ss 
at Point 1 

of Origin/ 
in 1970 


Size-Class in 1987 



II 

2 

3 

4 

5 

6 

7 

1 95.3 

1.8 

0.6 

2.4 




170 

(87.6) 

(3.0) 

(0.7) 

(1.8) 




1.57 

2 III 

73.7 

6.1 

6.1 

2.0 

1.0 


99 

<V9) 

(73.7) 

(4.2) 

(2.7) 

(l.l) 

(0.5) 


9.2 

3 5.7 

7.9 

73.6 

9.3 

2.9 

0.7 


140 

(4.3) 

(III) 

(72.0) 

(-5.8) 

(2.2) 

(0.5) 


13.0 

4 1.7 

.3.8 

10.6 

72.8 

8.1 

3.0 


235 

(2.2) 

(9.1) 

(17.5) 

(76.7) 

(10.6) 

13.5) 


21.8 

5 

1.5 

3.0 

13 1 

68.8 

12.6 

1.0 

199 


(3.0) 

(4.2) 

(11.7) 

(76.5) 

(12,5) 

(3.9) 

18.4 

6 


l.l 

l.l 

9.4 

K6.I 

2.2 

ISO 



(1.4) 

(0.9) 

(9.5) 

(77.5) 

(7.8) 

16.7 

7 



1.8 


19.3 

78.9 

57 




(0.4) 


(5.5) 

(88.2) 


Column 








Total IMS 

99 

143 

223 

179 

200 

31 

1080 

17.1 

9.2 

13.2 

20.6 

16.6 

18.5 

4.7 

100.0 


Table 5A: Percentaoes or Households 
Experiencing Chanue/No Change in 
Size - Class Category or Operated Area 


Size-Class of Per Cent of Households 
Operaied Experiencini 


Area ac Pohit Upward 

Down- 

No 

of Origin/in 
1970 

Mobility 

ward 

Mobility 

Change 

1 

4.8 


95.3 

2 

15.2 

ll.l 

73.7 

3 

12.9 

13.6 

73.6 

4 

ll.l 

16.1 

72.8 

5 

13.6 

17.6 

68.8 

6 

2.2 

11.6 

86.1 

7 

— 

21.1 

78.9 

Total 

8.8 

12.9 

78.3 


I 

i 

ft 




A/u/p.<; (i) figures in parentheses, represent column percentages. 

(ii) Under ‘Row Total' and ‘Column Total', ihe upper figures represent number of ■jit 
households and the lower figures represent percentage distribution of households, 

(iii) Si/c class references as I... 7 in this and all subsequent tables correspond to size- 
class ranges as given in Table 2. 


Tabi.i. 6: (jRiiss AND Nil Gain/Coss oi Land in Sasiim e Househcii ds between Point or 
Ork,in/1970 and 1986, BY Sizt.-CT ass hi Oplraiid Aria ai Poini of Origin/in 1970 


fm Acres/ 


Size- 
Class lal 
Point of 
Origin/in 
1970 

Area 

Gained 

No of 
Gainer 
HHs 

Area 

Lost 

No of 
Loser 
HHs 

Net Gain( 4 ) 
1jOss( -) 

Net Gain/ 
Loss as a 
Per Cent of 
Total Area at 
Point of 
Origin/in 
1970 

1 

8.16 

20 (12.5) 

9.97 

33 (20.6) 

- 3.51 

•28.62 

2 

8.24 

15 (17.0) 

9.47 

26 (29.5) 

- 1.23 

- 7.23 

3 

19.75 

24 (18.6) 

23.14 

40 (31.0) 

- 3.39 

- 6.53 

4 

25.29 

38 (16.7) 

40.38 

60(26.4) 

-15.09 

- 8.56 

5 

36.62 

44 (22.2) 

27.08 

46 (23.2) 

4 9.54 

4 3.16 

6 

38.18 

39 (18.1) 

62.30 

61 (28.4) 

-24.12 

- 3.55 

7 

7.84 

5 (8.0) 

33.74 

16 (25.4) 

-25.90 

- 4.35 

Total 

142.08 

185 (17.1) 

205.78 

282 (26.1) 

-63.70 

- 3.48 


Note, figures in parentheses represeni percentage of total number of households in each size-class. 
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1il|/Mng laiid wiUlin each size-cUM and 
tka aaent of tain/lou of land. This 
Ubmation is presented in Ihble 6. We 
thus find that, in geneial, the proportion 
of households gaining or Iming land 
fbMe 6) is considerably more than the 
proportion of households experiencing 
upward or downward mobility (Uibie SA), 
ftor ail size^lasses. As regards the net 
■ain/loss of land, we find that forallsize- 
(ocept size-class 5), there is a net 
loss of land, since area lost exceeded area 
gained. However, the bottom four size- 
classes lose proportionately more, and the 
top three siae-class proportionately less 
(size-ciass S has register^ a net gain, as 
we have seen), relative to their final stock 
of land (Ihble 6, last column). 

In order to see the nature of transac¬ 
tions/transfers through which the sample 
households have gained/lost land, Thble 7 
presenu aggregative information on the 
distribution of area lost/gained by type of 
loss/gain transactions. We find that sale 
ttansactkms account for about 68 per cent 
of area lost and purchase transactions ac¬ 
count for nearly 80 per cent of area 
gained. Second in importance come the 
gih transactions which account for nearly 
23 per cent of area lost and 13 per cent 
of area gained. It should be noted that 
transfers through implementatipn of ceil¬ 
ing low account for only some 6 per cent 
of area lost and 0.S3 per cent of area gain¬ 
ed."* Since sale and purchase transactions 
emerge as the most important means of 
area lost/gained, we now turn to take a 
closer look at the nature (purpose of sale; 
source of finance for purchase of land; 
category of land use for purchased land) 
and pattern (size-classwise) of sale and 
purchase transactions. 

Ihble 8 presents the two-way percentage 
distribution of area sold by size-class at 
poiiu of origin/in 1970 and by purpose 
of sale. We start with the column total 
percentages given at the bottom of the 
table which lepiesent the share of different 
size-classes in the total area sold: here we 
fmd that, for the top three size-classes, the 
share in the total area sold is 60 per cent 
whereas their share in point of origin/1970 
operated area is 84 per cent. Conversely, 
for the bottom four size-classes, the share 
in total area sold is 40 per cent whereas 
their share in tout initial operated is only 
16 per cent. 

3^ may now take a look at the size- 
dasswise share in the area sold try purpose 
of sale (given by row percentages, in 
parentheses). Wc find that size-classes 
four, six and seven account for a more 
than proportionate share (namely, 87.8 
per cent) in the area sold for the purpose 
,'iMliers’ relative to their share (namely 682 
par cent) in the total area sold for all 
Such a disproportionate sale of 
tar the nnspecifled ^hers’ category. 
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it should be noted, mostly refen to sale 
of land with the objective of investing the 
proceeds elsewhere in the economy, 
inesumably in lines which offer quicks 
and higher rates of return than agri¬ 
culture The motivation of size-class five 
being sale of land stands out in this 
respect: this size-class accounts for as high 
as 4S per cent of area sold for the pur¬ 
pose of financing education which is 
much higher than its share (nundy, IS per 
cent) in total land sold for all purposes. 
It should be noted that no other size-class 
has such a disproportionate extent of sale 
of land for this purpose. 

As regards sale of land with the pur¬ 
pose of acquisition of other assets, size- 
classes six, five and three account for 
nearly 62 per cent of land sold for this 
purpose, whereas their share in toul land 
sold comes to only about S3 per cent; such 


a dispropoftionM etM of Ide of tand 
for this purpose is quite pronounced fai ihg 
case of size-dau six as well as sue daas 
three 

As regards sales of land with the pur¬ 
pose of purchase of other types of laml, 
sjze-clas^ six, five and four account for 
about 93 per centt of land sold tor this 
purpose as against their share of only 
about 67 per cent in total land sold; such 
a disproportionate extent of sale of land 
for this purpose is particulariy pronounc¬ 
ed in the case of size-class five 

Coming to sale of land for finandng 
medical expenditure, size-classes five and 
two account for 69 per cent of land sold 
for this purpose whereas their share in 
total land K>ld comes to only about 22 ptr 
cent. 

When it comes to sale of land for 
meeting marriage expenditure each of as 


Tabi t 7: AritA TRANSAfirii by Tym- oi- Transac-tion 


type 

Area 

(Acres) 

Per Ceni 

No of 

Transactions 

Per Cent 

(A) Loss Transactions 
i Sale 

138.41 

ft7.26 

247 

79.94 

ii Ceiling law 

)2.74 

6.19 

4 

1.29 

iii Gifjed 

44.88 

21.81 

50 

16.18 

iv I.eascd oui 

S.90 

2.87 

5 

1.62 

V Other 

3.85 

1.87 

3 

0.97 

Total 

205.78 

l(N).00 

309 

100.00 


(A) tiain TransaL'iions 


1 Purchase 

112 40 

79.11 

165 

80.49 

ii Ceiling Law 

0.75 

0.53 

4 

1.95 

iii (.lift 

17.70 

12.46 

23 

11.22 

iv leased in 

2.80 

1.97 

2 

0.98 

V Other 

8.43 

5.93 

II 

5.37 

Tbial 

142.08 

100.0 

205 

100.00 


T ABi i 8: T »o-Way PrRu-.N tAtiE DisTRiBii rioN oi Area Soi i). by Size - Ci ass ai Point of 
Orioin/in 1970 ANij Purpose of Sai f 


Purpose of Sale 


Size-Class at Point of Origin/in 1970 


Row 


1 

2 

3 

4 

5 

6 

7 

fotai 
Per Cent 

Tin paid emp 

0.00 

0.00 

0.00 

0.32 

3.00 

3.40 

0.00 



(0.00) 

(0.00) 

(0.00) 

(4.76) 

(29.52) 

(63.71) 

(0.00) 

1.S2 

Fin self einp 

12.14 

0.86 

0.04 

3.95 

4.29 

8.87 

12.49 



(2,98) 

(0.79) 

(11.61) 

(J2.30) 

(8.73) 

(35.71) 

(27.88) 

7.28 

Marriage exp 

54.04 

42.86 

54.25 

29.49 

27.30 

17.82 

2.2 



(3.83) 

(11.57) 

(18.47) 

(27.03) 

(16.51) 

(21.12) 

(1.46) 

24.71 

Medical exp 

0.00 

27.73 

1.54 

3.25 

13.77 

2.49 

0.00 


Acquisbon of 

(0.00) 

(29.32) 

(2.51) 

(14.24) 

(39.80) 

(14.11) 

(OMO) 

5.17 

land 

6.07 

162 

3.86 

8.00 

15.17 

9.27 

0.00 


Acquisition of 

(1.48) 

(1-48) 

(4,43) 

(24.70) 

(30.90) 

(37.01) 

(0.00) 

7.34 

other assets 

1.46 

0.00 

16.91 

2.07 

8.65 

14.37 

5.02 



(3.07) 

(0.00) 

(16.79) 

(3-54) 

(15.26) 

(49.70) 

(9.63) 

8.47 

Fin education 

0.00 

1.08 

0.51 

3.76 

18.41 

5.52 

4.80 



(0.00) 

(1.18) 

(0.71) 

(13.93) 

(45.00) 

(26.45) 

(12.75) 

6.11 

Others 

14.17 

30.84 

12.87 

49.15 

9.42 

38.25 

75.49 


Column total 

(0.84) 

(5.22) 

(2.7) 

(28.25) 

(3.57) 

(28.44) 

(31.11) 

39v40 

(pet cent) 

1.80 

6.67 

8.41 

22.65 

14.94 

29.29 

. 

100.00 


Afo/e: Figures in paienihcses rcprescni tow perernuges. 
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nuttV M live lin-diues. namely , uze- 
dames one to (ive, has a mom thw pro* 
ponkmate extent of sale of land for this 
purppse: together they account for nearly 
7S pef cent of land sold for this purpose 
whom their share in total land sold 
works'out to only about 5S percent. Note 
that sudi a disproportionate extent of sale 
of land for this purpose is particularly 
pronounced for the bottom three size- 
classes. 

A disproportionate extent of land sold 
for the purpose of financing self- 
employment is evident in the case of 
size-classes seven, six, three and one: 
together they account for 78 per cent of 
land sold for this purpose as against their 
share of S6 per cent in the total land sold. 

Finally, sale of land for Tinancing the 
‘search’ for paid employment is accounted 
for mostly by size-cla.sses five and six; 
together, their share in total land sold for 
this purpose is 93 per cent as against their 
share in toul land sold for all purposes, 
namely, 44 per cent. 

Having described the size-classwise 
share in total land sold for different pur¬ 
poses of sale, we now turn to a briel 
description of the purposewise sale of 
land for different size-classes. To start 
with, for all size-classes, the purpose 
‘othm* accounts for nearly 40 per cent of 
all land sold; sale of land for meeting the 
marriage expenditure comes second with 
a share of nearly 25 per cent, whereas 
other purposes have more or less the same 
importance in total land sold (Row Total 
Percentages, Table 8). Next, the relative 
importance of different purposes of sale 
for any size class are given by respective 
column percentages. This can be briefly 
described as follows: for the bottom three 
size-clases, marriage expenditure emerges 
as the predominant purpose of sale of 
land; in addition, sale of land for meeting 
medical expenditure for size class twa and 
for Financing self-employment for size 
class one. emerge as the next most impor¬ 
tant reasons. On the other hand, for size- 
classes four, six and seven, the ‘others’ 
purpose predominates. The motivation 
for sale of land by households belonging 
to size<lass Five is altogether different and 
is not guided by any one consideration: 
for this size-class, meeting marriage 
expenditure. Financing education, pur¬ 
chase of other types of land, medical 
expenditure, acquisition of other assets, 
in that order of importance, are relevant 
considemtions in the decision to sell land. 

Having seen the pattern and nature of 
sale transactions, we now turn to the pat¬ 
tern and nature of purchase transactions. 
Ikble 9 gives the two-way percentage 
distribution of area purchased by size- 
class at point of origin/in 1970 and by 
source of Finance. To began with, we look 
at the percentage share of different size- 


dasses in total land purchased, given 
under ’column total’ at the bottom of the 
ubie: we Find that the share of the top 
three size-classes in the total area purchas¬ 
ed comes to 88 per cent which is more 
than their share in the total initial 
operated area, namely. 84 per cent. Con¬ 
versely, for the bottom four size-classes, 
the share in total area purchased (12 per 
cent) is less than their share in the total 
initial operated area (16 per cent). 

Size-classwise shares in land purchased 
for different sources of Finance are given 
in row percentages. Size-classes seven and 
five account for 83.2 per cent of land pur¬ 
chased by miscellaneous source of Finance 
’others’ as against their share of 37.5 per 
cent in total land purchased. Size-class 
seven has a share of 74 per cent in land 
purchased by loan from government/co- 


T^BIE II: SouacEor Househchd Income OF 
Sampi.e Households. 1987 


Size-C'la.ss 
(m 1987) 

Per Cent of Household 
Income Originating in 

Agriculure* 

Non- 

Agriculture** 

1 

14.40 

83.60 

2 

41.76 

78.24 

j 

22.88 

77.12 

4 

26.39 

73.61 

5 

27.79 

72.21 

6 

41.84 

38.16 

7 

59.64 

40.36 


Agriculiure includes: Crop Production, 
Animal Husbandry and Fisheries. 
Non-agriculiurc comprises of: service; Hide 
and business, remittances, rent, household 
industries, wages/salaries, interesl/divi- 
dends. gift/prizes. 


Tmii 1 9: Tbo-Was Pmi i niac.l Dis-irihuiionui Area Pur< hasi o. m Si/i -Class at Point or 
ORKiIN in 1970 ANOSOURIF III I-INANII 


Purpose or Sale 

i 

Size-Class at Point of Origm/in 
2 3 4 5 

1970 

6 

’ ~7 

Row 

Tmal 

Per Cent 

Own savings 

31.73 

(.17) 

85.56 

(.51) 

12.96 

(.47) 

57.27 

(toil) 

47.53 

121.1) 

61.79 

(59.3) 

30.89 

(8.34) 

52.60 

Remittances 

0 

0 

0 

21.03 

(15.17) 

11.67 

(21.2) 

13.60 

(53J) 

9.39 

(10.34) 

2.87 

Sale of assets 

Loan from govt 

6H.75 

(92) 

25.93 

(.59) 

80.09 

(7.27) 

12.5? 

(5.56) 

29.35 

(32.4) 

20.47 

(48.9) 

6.57 

(24.10) 

2I.)4 

coop agencies 

Loan Trom com- 

0 

0 

0 

0 

1.14 

(5.56) 

1.93 
(24 10) 

25.02 

(4.41) 

4.79 

mcf agencies 
Loan from priv 

0 

0 

0 

0 

0 

0 

0 

0 

source 

0 

0 

0 

0 

0 

1.76 

0 

.89 

Others 

Column total 

P 

18.52 

(1.15) 

6.94 

(1.73) 

9.18 

(ll.l) 

1030 

(31.3) 

.44 

(2.9) 

28.14 

(51.9) 

7.69 

per cent 

0.28 

0.48 

1.92 

9.29 

23.35 

50.48 

14.20 

100 


A/oir Figures in parentheses represent row percentages. 


fABtx 10: Twts-Wav PrRCENrAUC DisrRiMjrioNoi Arf.a Pur< haslul hy Siz.r: - Class at Point of 
Okk4n,in 1970 AND Land Usi Caii.i/Ory 


land Use 
Category 


Size-Class at 

Point of Origin/in 1970 


Row 

Total 

(Per Cent) 

1 

2 

3 

4 

5 

6 

7 

Buildings and 









court yaid 

31.25 

27.78 

(2.96 

10.71 

.3.21 

6.16 

0.63 

5.3 


(1.68) 

(2.51) 

(4.69) 

(18.8) 

(13.74) 

(58 6) 

(1.68) 


Self cultivation 









of crops 

68.75 

72.22 

64..3S 

89.29 

94.83 

92.52 

99.00 

92.8 


(.002) 

(.004) 

(.01.3) 

(.089) 

(23.98) 

(50.57) 

(14.42) 


iVrs pastures 

0 

0 

0 

0 

0 

0 

0 

0 

Fallow 

0 

0 

9.72 

0 

1.52 

0 

0 

0.54 




(.34.4) 


(65.6) 




Cull waste 

0 

0 

12.96 

0 

0 

1.32 

0 

0.91 




(27.2* 



(72.8) 



Cull land 

0 

0 

0 

(1 

.53 

0 

.38 

.12 






(100) 


(42.9) 


Column total 









(per cent) 

0.28 

0.48 

1.92 

9.29 

23.35 

50.48 

14.20 

100 


\oie: Figures in parentheses represeni row percentages 


A-3J 


Economic and Foliticai 3Meekly March 20-27. 1993 




openiSve afendct as against its share of 
14 per cant in total land purchased. Siu- 
d as sci five, three; two and one together 
account fdr 41 per cent of land purchsed 
by sale of,fMher assets as i^inst their 
share of 26 per cent in total land 
purchased. 

Ihrning to the relative importance of 
different soprces of finance, we find that, 
for all size^lasses, own savings finance 
about S3 per cent of toul land purchas* 
ed; sale of assets another 21 per cent and 
remituuioes are only the third most impor¬ 
tant source of finance accounting for 13 
per cent of total land purchased. For dif¬ 
ferent size-classes, the relative importance 
of different sources of finance is as 
follows: for size-class seven, own savings, 
loan from government, coKiperative agen¬ 
cies and ‘others’ predominate; for size- 
class six, own savings, sale of assets and 
remittances predominate, for size-class 
Five, own savings and predominate; for 
size-class four, own savings and remit¬ 
tances are relatively more important and 
for the bottom three $ize-cia.sses, sale of 
assets (and own savings for size-class two) 
is instrumental. 

Having seen the nature and pattern of 
financing of land purchase, we can finally 
take a look at the pattern of use to which 
purchased land is put. One purpose of this 
is to see as to what extent diversion of 
agricultuiai land into non-agricult ural use 
has taken place; lable 10 presents the two- 
way percentage distribution of area pur¬ 
chase by initial size-class of operated 
area and land use category. It turns out 
that the proportion of toul land purchas¬ 
ed for self-cultivation of crops is as high 
as iMurly 93 per cent; purchase of land for 
the purpose of buildings and courtyard 
accounts for only S per cent of total land 
ourchased. The importance of purchase 
>r land Tor .self-cultivation of crops is 
eiatively more pronounced in the case of 
the three top size-classes, whereas the im¬ 
portance of purchase of land for buildings 
and courtyard is relatively more pro¬ 
nounced in the case of the bottom four 
size-classes. 


CuncluMiuna 

What are the conclusions to be drawn 
from the above analysis of distributional 
change, pattern of mobility and extent, 
nature and pattern of gain/loss transac¬ 
tions in land? First, we would like to draw 
the following broad methodological iii^ 
ference: our methodological approach 
indicates both the necessity and the fruit- 
fullness of going beyond the conventional 
approach based on the standard size-class 
distribution of land and two or more 
points in time for different samples. Such 
an approach is necessary insofar as ii 
would minimise the elements of specula¬ 


tion, assertion and wrong inftfmcei IbM 
often follow from the conventional ap¬ 
proach; and fruitful since it opens up the 
possibility of addressing several questions 
left out in any exercise along the conven¬ 
tional approach. 

The broad substantive inference of the 
paper may be put as follows: a great 
degree of overall stability of land distribu¬ 
tion and of the underlying household 
distribution exists; nevertheless, beneath 
such stability lies a dynamic process of 
both upward and downward mobility of 
households in all size-classes. The extent 
of gain/loss of land and the nature and 
pattern of sale/purchase transactions in 
land underlying such process suggest that 
fine adjustments to changing conditions 
in the agrarian economy are taking place 
in the land market which would be 
examined closely. 

The second substantive inference is in 
terms of the partial implication of our 
results for the two theoretical approaches 
to the study of peasant mobility sketched 
in the figure; what we have obs^ved docs 
not fit into either centripetal or centrifugal 
pattern of mobility. Rather, the pattern of 
mobility is multidirectional and is such as 
to givi^rise to an overall unchanging 
distribution of land. 

Here it is useful to compare the above 
situation with the results of Mead Cain’s 
study referred to earlier: the case of Kerala 
seems to fall neatly between that of 
Maharashtra and Andhra Pradesh (signi¬ 
ficant decline in intra-generational ine¬ 
quality and levelling tendency following 
distinct centripetal mobility) on the one 
side and Bangladesh (significant increase 
in intra-generational inequality and 
polarisation tendency following distinct 
centrifugal mobility) on the other. 
Therefore, the situation in Kerala regar¬ 
ding change in inequality of land distribu¬ 
tion can be said to be not as bad as some 
people might suggest but, at the same 
time, it is not as creditable as perhaps 
many would be led to believe. 

Lastly, studies of change in inequality 
of land distribution are significant since 
ownership of land is the critical determi¬ 
nant of income and wealth in agrarian 
economies. But to the extent that the rural 
economy undergoes economic diversifica¬ 
tion and structural change, rural income 
disti'bution may not predominantly 
depend on, or accurately reflect, the pat¬ 
tern of land distribution. Significant 
changes seem to have taken place in Kerala 
in respect of diversification of the rural 
economy and the sources of household in¬ 
come: non-agricult ural income is very 
significant even in agricultural households 
of all size-classes, more so for the lower 
size-classes (Tkble 11).. 

We shall now conclude our discussion 
by pointing out just tvro aspects with 
respect to which this paper is incomplete. 


Fint. it ii ■dniltiHl iluu we uwe aot 
enteinl hito an csqiluatkM of the Hfwani 
and downward mobility of individual 
households in diflerenisize^lassesasweii 
as of the pattern and nature of sale/pur¬ 
chase transactions. As a starting point, 
such an explanation has to look into the 
foliowing non-land characteristics of the 
sample households: non-land lesouree 
endowment, demographic characteristics, 
crop composition/oop economics, educa¬ 
tional and occupational characteristics, 
etc Second, the implication of the 
observed patlcm and natuie of sale/pur¬ 
chase transactions in land for the efficien¬ 
cy of utilisation of resources and hence 
for labour productivity has not been 
discussed. These aspects need to be look¬ 
ed into for drawing definitive coiKlusions 
on questions relating to intra-generational 
mobility and its implications. 

Notes 

[We are grateful to K Navaneetham for putting 
us on to Mead Cain’s study: to M K^r for 
useful discussion at an early stage and to 
R Anandiai and Anita Abraham for ipvaluaUe 
assistance in data analysis. Thanks are also due 
to P R Gopinathan Nair and G N Rao, 
N Krishnaji and A Widyanathan for their com¬ 
ments on an earlier version of this study. 
However the authors ate solely lespotoible for 
the contents of the study.) 
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PERSPECTIVES 


State Regulation and Market 
Mechanism 

Importance of Indian Experience for Russia 

O V Mdyarov 

Fdr India and Russia the basic problem is how to avoid 
globalisation of thdr economies and their subjugation to market 
forces in such a manner as might destroy essential national 
industries, cause mass unemployment and pauperisation of the 
population and reduce effective market demand to that of the rich 
few while leaving the demand of the bulk of the population for 
the essentials of life largely unsatisfied. 


THE developments in the former Soviet 
Union since mid-80s ate usually bracketed 
under the term ‘perestroika’ (restruc¬ 
turing). It was supposed to restructure and 
modernise the whole structure of the 
society. In the socio-economc field its 
initial aims were: 

First, modernisation of technological 
base as pre-condition for increasing the 
rate of growth (termed ‘acceleration'). 

Second, elimination of alienation of 
workers from property by giving 
“workers’ collectives" full rights of 
management and thereby making them ef¬ 
fective masters of enterprises. These rights 
had to be exercised through elected coun¬ 
cils of workers’ collectives, while 
managers at all levels should be elected or 
employed, often on competitive basis, 
either directly by all-workers’ meetings or 
by coundls of workers’ collectives. 

Third, substantial improvement in the 
overall level of living as a result of im¬ 
plementation of the first two aims. 

Basic MisiAKts 

It was quite natural that, in introduc¬ 
ing radical structural changes in the 
economy, the country should take into 
account the experience of other countries. 
But in the way. of doing so, three basic 
mistakes have been made First, the extent 
of applicability of various foreign institu¬ 
tions and practices to specific conditions 
and sMge of development of the country 
was neglected. Second, while taking into 
account positive experiences of foreign 
countries, the negative ones ate often 
ignored. Third, the highly selective ap¬ 
proach to foreign experience has largely 
restricted it to the developed capitalist 
countries of the day with established 


socio-economic structures, while these 
structures in Russia are essentially at a 
transitional stage. Hence the high impor¬ 
tance of utilising the experiences of those 
countries also which were undergoing 
radical changes in their socio-economic 
structures aimed at their modernisation. 
But the experiences of developing coun¬ 
tries were largely ignored. 

All thi.s, coupled with a kind of 
religious zeal in certain influential circles 
to negate existing institutions just for the 
sake of negation, has brought a sea- 
change in the aims of perestroika, its 
basic premises. Building a ‘free market 
economy’ has become an aim in itself, 
‘free enterprise' was proclaimed the ba.se 
of it and further has been confined almost 
exclusively to private enterprise: This aber¬ 
ration was aggravated by the notion that 
the change to a ‘free market’ and ‘free 
enterprise’ economy is a precondition and 
indispensable ingredient of ‘entering the 
world economy’, the latter agair broadly 
confined to the western economy. One im¬ 
portant side-effect was the involvement of 
a foreign element in the decision-making 
process, particularly in the form of overall 
supervision of economic policy by the In¬ 
ternational Moneury Fund, its pressure 
to fqrce the pace of change-over to a ‘free 
market’ and ‘free enterpri.se’ economy 
along with ‘opening’ it to the western 
economy. 

Ail this resulted in an accelerated move 
to dispose with the bulk of state proper¬ 
ty and the state sector of the economy and 
state control and regulation and to do 
away with the planning of socio-economic 
development, exposing the economy to 
free play of market forces. The state 
regulatory mechanism was virtually 


disbanded without creating an alternative 
infrastructure and tools to tame the 
market towards agreed social goals. The 
inevitable outcome was negation of the 
original aims of ‘perestroika’. 

The removal of state control over prices, 
labelled ‘liberalisation’, resulted in their 
manifold rise. The purely monetarist ap¬ 
proach to containing inflation aggravated 
the deep fall in production triggered Iqr 
di.sbandment of state-controlled distri¬ 
bution without an adequate alternative 
system and consequent break-up of pro¬ 
duction links. The tight credit policy 
resulted in virtually prohibitive rates of in¬ 
terest and large-scale deviation of bank 
credit from Hnancing industry and agri¬ 
culture to speculative trade. With the 
existing highly monopolistic structure of 
industry, cutting production coupled with 
raising prices has often become more 
remunerative for enterprises than increas¬ 
ing production. The manifold rise in the 
prices of investment goods along with 
contraction of investment funds due to 
rise in nominal wages to compensate for 
the wild increase in prices of consumer 
goods has virtually prevented any large- 
scale productive investment. The extreme 
worsening of terms of trade with industry 
for agriculture was yet another outcome, 
aggravated by continuing attempts of the 
state to extort a large part of the produce 
of state farms and collective farms at 
lower than market prices in the form of 
taxes in kind or compulsory ‘state orders’. 
The large imports of foreign food worked 
in the same direction. 

So, instead of modernisation of pro¬ 
duction forces there was their continuous 
degradation, instead of acceleration of 
economic growth there was sharp decline 
ill production with mass unemployment, 
instead of improvement in the 1^1 of 
living there was impoverishment of the 
bulk of the population. 

The privatisation drive intended to at¬ 
tract large domestic and foreign investors 
has brought forth attempts to deprive 
workers of effective control and participa¬ 
tion in management of their enterprises. 
This was essentially a backward move 
and negation of the original aim of 
‘perestroika’. 

There is also a conceited drive in some 
influential ruling circles to disband ex¬ 
isting collective farms and sute farms for 
the sake of change-over to individual 
farms, though the possible impact of this 
move upon the productive forces in agri¬ 
culture; the market share of agricultural 
produce, and the social security of the 
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weaker sections of rural society has been 
largely ignored. 

The Opening' of the economy at this 
uncertain stage of its evolution, impaired 
by destructive tendencies and devoid of 
necessary preconditions for effective com¬ 
petition and growth, entailsihe danger of 
further aggravation of its plight and its 
degradation to the position of a raw 
materials appendage to the developed 
capitalist countries. 

Hence; the hi^ importance of studying 
positive and negative experiences of 
developing countries which in a relatively 
short span of their recent history have 
been subjeaed to a wide variety of econo¬ 
mic development modelf closely intercon¬ 
nected with the nature of their relations 
with the outside world. 

Relevance of iNotAN Experience 

The experience of India has a particular 
importance for Russia. The largeness of 
territory and populations, a.s well as their 
diversity are common features of both the 
countries, creating some similar problems 
jtnd showing some similar ways of solving 
them. Besides, India has accumulated rich 
experience of evolution with very differ¬ 
ing terms of relations with the outside 
economy as well as under very differing 
models of combining state participa¬ 
tion in the economy with the market 
mechanism. 

The three main stages of Indian evolu¬ 
tion have their speciHc relevance in 
evaluating possible outcomes of using 
various models of socio-economic evolu¬ 
tion in our country. 

The first one broadly corresponds to 
the last century of the colonial period. 
The nature of evolution during this period 
could demonstrate some basic features 
and results of the ‘free market' and ‘free 
enterprise' model in an economy ‘open’ to 
the outside economy with a much higher 
stage of capitsJist development. The beha¬ 
viour of some major agents of develop¬ 
ment within such an environment can be 
broadly summarised in this way: Capital, 
foreign as well domestic, tended to con¬ 
centrate heavily in the export-import 
trade, speculative activity and some 
primary sectors to the detriment of 
developing industry, particularly manu¬ 
facturing. The resulting deformation of 
the socio-economic structure was one of 
the main causes of persi.sting backward¬ 
ness, retardation of growth and impoverish¬ 
ment of the bulk of the population. 

The second stage had begun after India 
had gained its political independence and 
thereby acquired effective statehood. This 
stage; about 30 years long, is characterised 


by heavy intervention of the aute in the 
economy to accelerate iu structural trans¬ 
formation and modernisation, to remove 
impediments to and provide preconditions 
for faster economic growth. The com¬ 
prehensive system of the slate sector, state 
controls and regulations had been built to 
tame the market forces, redirecting them 
towards approved goals under plans and 
programmes of economic development. 
This combination of state regulation with 
the market mechanism with high degree 
of protection and support to national in¬ 
dustry and agriculture brought significant 
increase in the rate of economic growth. 
According to C T Kurien. the annual rate 
of growth of industry increased from 2 per 
cent in 1900 to I9S0 period to 6.4 per cent 
in the 1951 to 19^5 period, that of 
agriculture from 0.3 to 2.9 per cent, that 
of the net national product from I to 3.7 
per cent and that of per capita net na¬ 
tional product from 0.2 to 1.4 per cent 
(Social Scientist. July 1987, p 16). The 
modernisation of the socio-economic 
structure made it much more competitive 
and self-reliant. 

This opened the way to the third stage, 
which has been gaining momentum since 
the early eighties and is characterised by 
gradual liberalisation of all rtatc controls, 
including those protecting the country 
from foreign competition. Nevertheless, a 
certain basic framework of the state sector 
and state regulation to direct the market 
mechanism towards desired goals has not 
been disbanded. 

There ate; though, some important pro¬ 
blems, left from the colonial past, which 
could not be solved yet by the essentially 
market economy of India. The gravest of 
all is the problem of mass unemployment 
and underemployment, which, in turn, is 
the major cause of the extreme poverty of 
large sections of the population and grow¬ 
ing inequality in distribution of wealth 
and income. The inevitable outcome is 
distortions and limitation of the consumer 
market, its essentially dualistic nature, 
where the market for durables is restriaed 
to the top S to 10 per cent of the popula¬ 
tion, while the meagre incomes of the bulk 
of the people could barely satisfy their 
needs for basic necessities. ThLs, together 
with ;he lack of social security, has 
brought to life a special kind of state in¬ 
tervention and limitation of the free play 
of market forces in the form of poverty 
alleviation programmes and public distri¬ 
bution of some baste necessities at con¬ 
trolled or ‘fair’ prices. 

There arc certain lessons which could 
be drawn from Indian experience at this 
particular stage of evolution of the 
Russian economy. 


Combining Market and State 
Intervention 

The first, and the basic one, proved also 
by the experiences of other countries, is 
the fact that free play of market forces 
cannot secure fast modernisation and 
structural transformation of the economy 
at the transitory stage of its evolution. It 
can bring just the opposite results with 
retardation of growth, impoverishment of 
population and social instability. Hence, 
the need for a certain degree of state in¬ 
tervention in the economy providing for 
optimal combination of state regulation 
and market mechanism aimed at taming 
the market towards the desired goals. 

The necessary prerequisites for such 
intervention are the programmes of struc¬ 
tural transformation determining the 
goals and methods of their achievement 
and of mobilisation of necessary resour¬ 
ces. Such programmes should provide a 
blueprint for co-ordinaicd use of all the 
tools and methods of the state’s impact 
upon the economy. Instead of highly 
politicised and ideologised downgrading 
and disbandment of the planning machi¬ 
nery, it should be adjusted to the new 
goals of structural transformation. The 
Indian experience here could be very 
useful. 

The next important lesson from the 
Indian experience is the need to make 
government economic policies and laws, 
serving as embodiments of the prograr.i- 

mes, clear-cut enough. On the one hand, 
it is necessary to provide all the stale 
regulation bodies, banks and other finan¬ 
cial institutions with definite guidelines, 
to reduce to the minimum their discre¬ 
tionary powers, the scope for their misuse, 
red-tape and corruption. On the other 
hand, it is necessary to provide the enter¬ 
prises and producers with the ‘rules of the 
game*, give them proper orientation and 
a sense of irational priorities supported by 
the system of controls and incentives. The 
study of the Indian practice in policy¬ 
making and implementation could help a 

lot. 

The effective operation of state regula¬ 
tion as well as of the market mechanism 
is virtually impossible without a modern 
comprehensive system of information 
easily available both to the government as 
well as to producers and enterprises. The 
disbandment of stale planning and distri¬ 
butive agencies has created or aggravated 
serious information gaps. The spon¬ 
taneous attempts of various private agen¬ 
cies to pick up and monopolise casual in¬ 
formation made available to them could 
not make the information system compre¬ 
hensive or cheap enough. Thus the lack 
of information about commodity pro- 
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ducers has become one of the important 
causes of the large-scale break-down of 
production links with the consequent fall 
in production. The lack of information 
about available domestic and foreign 
technologies and their sources was a 
serious obstacle to modernisation of in¬ 
dustry and agriculture. It is only the state 
that can create fast enough the informa¬ 
tion system required for effective state 
regulation and functioning of the market. 
The Indian experience in this sphere is 
also of great value This is particularly 
true about building the information 
system on technologies available 
domestically and abroad, maintaining 
technological data bank, etc, which is an 
indispensable precondition for any effec¬ 
tive technology modernisation policy 
either at the level of individual enterprise 
or in the country as a whole. 

Polic y hiwakds FoRLiciN Cai'iial 

Such a system is used in India also for 
rationalising the policy towards foreign 
capital. Unlike in Russia where the policy 
towards foreign capital, if any, is now very 
vague, in India this policy is much more 
clear-cut. The highly ideologised drive for 
all-round privatisation in Russia has 
brought in its wake the widespread notion 
of foreign capit.il as the main potential 
privatiser even through use of rouble ac¬ 
counts created by the sale of foreign con¬ 
sumer goods in the Russian market. In 
this way foreign capital can gel control 
over enterprises without giving them any 
foreign exchange, plant or technology and 
make them the object of speculation. The 
woe.some experience of India in the col¬ 
onial times made it much more careful 
and prudent in attracting foreign capital. 
One of the main planks of the policy was 
to secure Indian control over enterprises. 
Unlike in pre.sent-day Russia, in India 
shareholding of foreign investors was 
always under certain limitations to secure 
majority participation to Indians. The 
exceptions are usually motivated by the 
general approach to foreign investment 
which is viewed as a vehicle for transfer 
of technology, foreign investment is 
allowed where it is accompanied by 
transfer of technology needed by the 
country and in export-oriented ventures. 
The normal ceiling for foreign investment 
used to be 40 per cent of the total equity 
capital; higher share could be considered 
in priority industries if the technology was 
sophisticated and not available in the 
country, or if the venture was largely 
export-oriented. The government had laid 
down guidelines for foreign investment in 
respect of the areas where it would be 
allowed, in what forms, and the condi¬ 


tions to which it would be subject. Three 
illustrative lists of industries had been 
issued (subject to review from time to time 
in accordance with the stage of industrial 
and technological development reached 
and corresponding changes in priorities); 
industries where foreign investment would 
be permitted; indu.stries where only 
technical collaboration (but not foreign 
investment) would be permitted; and 
industries where neither foreign invest¬ 
ment nor technical collaboration would be 
permitted. 

Similarly, the development of domestic 
industry and agriculture was the main 
goal of foreign trade regulations in India. 
Unlike in Russia where a substantial part 
of scarce foreign exchange is wasted on 
import of consumer goods, including 
luxury onc.s, while industry, starved of 
necessary components, reduces output, in 
India the import of industrial consumer 
goods, particularly luxuries, was virtual¬ 
ly not allowed, and all the foreign ex¬ 
change was mobilised to import critical 
inputs for developing industry and agri¬ 
culture. Industry was helped also by 
preference to actual users in issuing im¬ 
port licences which helped to free the 
country from the clutches of foreign and 
domestic export-import trading inter¬ 
mediaries which dominated the foreign 
trade of colonial India. (Unfortunately it 
is the speculative export-import firms 
which have benefited the most from the 
termination of the .state foreign trade 
monopoly in pre.sent-day Russia.) Of 
special importance for our country is the 
Indian experience in foodgrains imports 
which has shown thcii rather negative im¬ 
pact upon the development of Indian 
agriculture, which exhibited much higher 
rates of growth after cessation of mass im¬ 
ports of foodgrains. 

CUNTROI OVI-.R DtSTRIBUIION ANt) 
PRtns 

There is one more sphere where the 
Indian experience can be of great value. 
This is state control over distribution and 
price The shift from total control to its 
almost complete abandonment in Russia 
is replete with dire consequences, par¬ 
ticularly in the environment of the highly 
monopolised industrial structure and per¬ 
sisting scaicittes. The runaway inflation, 
sharp fall in investment and production, 
growing unemployment, impoverishment 
of the bulk of population and its aliena¬ 
tion from markets for consumer goods, 
particularly durables, are interconnected 
features dominating the present-day 
economic scene in Russia. Many of these 
problems confronted India also, bringing 
to life a combination of the market 


mechanism with an elaborated machinery 
of state control over distribution and price 
at certain critical points, subject to 
modification in the light of experience 
gained and in response to changes in 
economic situation. There are several 
Helds of this control which are of 
particular interest to Russia at this junc¬ 
tion of its evolution. 

First is the system of public distribution 
of fiH>dgrains and other essential com¬ 
modities aimed at ensuring that the com¬ 
mon people, particularly vulnerable sec¬ 
tions of population, were able to get a 
minimum of goods of everyday need at 
reasonable prices. This system in India 
involves mainly foodgrains and from time 
to time sugar and edible oils and is 
opeiaiing through fair price shops under 
either formal statutory rationing (mainly 
in big urban centres) or informal ration¬ 
ing to reach out to the lural areas. 

The second important rield, closely 
connected with the first one, is the stale 
procurement of foodgrains, effected 
mainly through the state-owned Food 
C.'orporation of India. Significantly, its 
operation has shown that original corti- 
pulsory prtKurement of foodgrains and 
enforcement of levy on farmers, which 
essentially kept procurement prices below 
the market level, proved less effective than 
discontinuance of procurement by levy 
and increase in procurement price, evolv¬ 
ing reliance on a price support programme 
rather than a procurement drive due to its 
stimulating effect upon production and 
marketed surplus of foodgrains. Apart 
from providing foodgrains from the public 
distribution system, the other important 
function of the Food Corporation of 
India, interconnected with its procurement 
operations, is maintaining of the national 
buffer stcK'k which was used as a major 
anti-inflationary weapon in the economy 
thiough its selling activities in time of 
rising foodgrains prices. The importance 
of the Indian experience in this field lies 
in its creating a countervailing force to 
contain the speculative activities of private 
trade, ensuring reasonable prices to the 
producer and protecting the interests of 
consumers. 

The third major field o( interest to our 
country is the Indian experience in price 
control over basic fuels and materials 
influencing the general price level in the 
economy, such as coal, petroleum pro¬ 
ducts, cement, steel, fertilisers, etc. The 
importance of such control for preventing 
runaway inflation and ensuring basic 
prerequisites for economic growth is 
.somehow not properly understood in 
Russia, while India had worked out several 
ways to this aim. One was statutory price 
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control, under which prices of com¬ 
modities were Fixed semi-judicial 
bodies, such as the Tariff Commission, 
and whose enfommeni is provided for by 
statute; the prices of these commodities 
are set and can be changed only by the 
government. Another is informal price 
control which is a kind of administrative 
understanding between the government 
ami the industry concerned to maintain 
existing prices and make revisions only 
after prior approval of the government. 
Vet one more way is dual pricing forcing 
the producer to sell a certain quantity or 
percentage of his production for priority 
users at lower than market price, and 
allowing the market ppce for all other 
users. Price control is exercised either at 
the producer level (retention or ex-factory 
prices) or at the coasumer level or at both. 

Of special relevance to Russia facing 
constraints to development of free press 
due to very high prices of newsprint is the 
Indian experience in control of price and 
distribution of newsprint to newspapers. 

The Indian experience has shown also 
some deficiencies and drawbacks of price 
'and distribution controls which certainly 
should be taken into account, but proves 
the need for such controls at times of 
runaway inflation and scarcities, as well 
as when even marginal shortages can lead 
to disproportionate distortion in prices 
thereby benefiting only the more privileg¬ 
ed sections of the population. 

CRfcDIT AND FtNANflAl. SYSTI-.M 

Vet one more field of the Indian ex¬ 
perience which should* attract Russian 
interest is formation of the credit system 
and credit policy to meet the requirements 
of structural modernisation of the 
economy. Unfortunately, in Russia the 
mistaken notion has prevailed that this 
task should be left largely to the free credit 
market. Hence the rash and haphazard 
movement towards disbandment of the 
former system of the state credit institu¬ 
tions and credit control, followed by 
chaotic rise of commercial banks looking 
for high profits. This, along with the 
runaway inflation coupled with the tight 
monetary policy to cope with it. exorbi¬ 
tant bank rates and almost prohibitive 
cost of borrowing for industry, aggravated 
large-scale deviation of credit resources 
towards financing trade, particularly 
speculative trade. The commercial banks 
practically ceased providing long-term 
credit with all the dire consequences for 
productive investment. India, which fac¬ 
ed similar problems, elaborated a com¬ 
prehensive mechanism of channelling 
credit to priority sectors. There are several 
areas of this experience which arc of par¬ 
ticular interest to Russia. 


The first is selective oedit controls to 
discourage speculative growth of inven¬ 
tories, particularly in case of advances 
against those commodities which ate in 
short supply and have a signiftcant 
weightage in determining the general price 
level or arc very important for key in¬ 
dustries and agriculture. These controls in 
India are operated through raising the 
levels of the minimum margins required, 
fixing ceiling on advances, or prescribing 
certain minimum levels of interest rates. 
The second field of much interest is the 
Indian experience in preventing misuse of 
credit and dovetailing it with the supply 
of crucial productive inputs. The third one 
is the creation of a development banking 
system, providing long-term credit and in¬ 
vestment funds for industry according to 
the accepted priorities. Apart from 
lending operations, these institutions 
also carry on developmental activities, 
including promoting projects as well as 
guiding and advising client enterprises. Of 
special importance for Russia, over¬ 
burdened with obsolete enterprises on the 
brink of bankruptcy, is the Indian ex¬ 
perience in using financial institutions in 
reviving, rehabilitation and modernisation 
of weak industrial units and nursing them 
back to health. 

All this is not to sav that institutions 
and methods used in India should be 
mechanically transferred to Russia, since 
the overall economic environment here is 
very different. Besides, some basic pro- 


bkini of Mcio-ecoiioiiiic dcwe to pniaM 
have not yet found solution in India, sudi 
as securing job opportunities, employ¬ 
ment and a basic minimum income for the 
bulk of the population, involving it in the 
decision-making process and the corres¬ 
ponding readjustment of the production 
structure of the economy. But etchange 
of experiences is very important for the 
two countries at this juncture when both 
of them are under hea^ pressure from the 
International Monetary Fund to globaliae 
their economies through opening them to 
free market forces not only within but also 
externally. For both the countries the basic 
question remains how to escape such 
globalisation of their economies and their 
subjugation to market forces as could 
destroy the essential national industries, 
cause mass unemployment and pauperisa¬ 
tion of the population, reduce effective 
market demand to that of a few rich, 
whik leaving the demand of the bulk of 
the people for essentials latent and large¬ 
ly unsatisfied. In short, the problem is 
how to tame the market towards nationally 
accepted social aims by proper use of the 
staters impact‘upon market forces. 

Collaboration of economists, experts, 
planners and government officials of the 
two countries, using their respective ex¬ 
periences, could be of great help. At the 
same time such efforts could provide the 
foundation for developing a whole gamut 
of co-operation between the two 
countries. 
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REVIEWS 


Gender and Industrialisation 

Madhura Swaniinathan 

Forma of l*rodurtion and VlonH'n'a l.al>our; (M‘nd*‘r As|MTts of 
Indualrialiaation in India and Mexico by Isa Baud; Sage Publications, 
New Delhi. 1992; pp 321. Rs 29S. 


ISA BAUD’S book deals with an in¬ 
teresting and under-researched problem, 
that of differences in the forms of employ¬ 
ment of women in different types of pro¬ 
duction units. Baud’s study examines dif¬ 
ferences in the extent of employment of 
women workers and in the tasks perform¬ 
ed by women in different types of produc¬ 
tion units, ranging from small-scale ar¬ 
tisan production in homes to latge-scaje 
factories. The study also examines what 
she calls the “maiginalisation hypothesis”, 
that is, whether, in the course of in¬ 
dustrialisation. women are pushed into 
relatively small-scale, low-tech units of 
production and whether their share in 
total employment declines. MacEwan 
Scott defines ’marginalisation’ as 
’’women’s confinement to the home, to in¬ 
ferior jobs, and to the re.serve army of 
labour” (cited on page 31). To identify 
’marginalisation’. Baud examines several 
characteristics of women’s employment in 
relation to that of men’s employment such 
as number of jobs available, wages, skill 
requirements, labour turnover and the 
type of organisation amomg workers. The 
book is based on case studies of the tex¬ 
tile industry in Coimbatore, the shrimp 
industry in India and the shoe industry 
in Mexico. India and Mexico make for an 
interesting comparison. Both countries are 
large in extent and in terms of population, 
and arc characterised by diversity of forms 
of industrial production; on the other 
hand, the industrial sector makes a 
significantly larger contribution to 
national income and employment in 
Mexico than in India. 

Fur the theoretical framework on 
women in the labour process, particular¬ 
ly in the non-factory sector. Baud draws 
on the work of scholars of the ’informal 
sector’. The empirical work begins with a 
summary (in chapter 3) of the extent of 
industrialisation in India and Mexico and 
the pattern of women’s employment in in¬ 
dustry. The book does not have author or 
subject indices, the bibliography is 
somewhat outdated, and I’m afraid the 
author’s style of writing is something less 
than gripping. 

Chapter 4 iteais with the first of the case 
studies, that of the textile industry in 


Coimbatore. Three questions inform the 
investigation (and this is more or less the 
case with the other two case studies): 
What types of production structures exist 
in the industry? What is the gender divi¬ 
sion of labour across production units? 
What is the impact of a woman’s employ¬ 
ment on her autonomy within the 
household? 

Baud’s field work yields some in¬ 
teresting results. In the mill sector of the 
textile industry, for instance, the rules 
governing the recruitment of workers are 
shown to have become more stringent over 
time. As was not earlier the case, 
managements now require that ’’workers 
be educated up to the tenth standard, be 
18-21 years old, and [be of] a certain 
weight and height” (p 136). The conse¬ 
quence is that fewer women are employed 
in the mill sector. In the Coimbatore mills, 
on average, women workers comprised 
over 19 per cent of the workforce in 1971; 
by 1981, their share declined to IS per 
cent. By contrast, in the handloom sec¬ 
tor, women continued to be employed as 
’family workers’. In the latter case, women 
were rarely paid a separate wage. Baud 
also describes in .some detail how the 
gender segregation of work varies across 
different types of production units. 
Interestingly, the degree of segregation by 
task was high in the handloom and mill 
sectors, and low in the powerloom sector 
(with* the exception of weaving). Baud 
measures women's autonomy in terms of 
the extent of women’s control over 
decision-making; the discussion of how 
decisions on various issues are grouped 
and weighted to arrive at an index of 
autonomy is rather unclear. Baud finds a 
positive correlation (there is no mention 
of whether the coefficient is statistically 
significant) between the participation of 
women in wage labour (as opposed to 
family labour) and her index of women’s 
autonomy in the household. The per¬ 
sistence of a variety of forms of produc¬ 
tion in the Indian textile industry has, of 
course, been the subject of much research. 
Isa Baud’s failure to .situate her work in 
the literature on this subject (and, in par¬ 
ticular. her omission of K Bharathan’- 
study of the organisational structure of 


the handloom industry in Tamil Nadu) is, 

I think, a real weakness of the textile case 
study. 

The production of shrimps in India is 
concentrated in the states of Kerala and 
Maharashtra. (Baud's characterisation of 
India as the world's largest producer and 
exporter ot shrimps is ha.sed on data for 
the eaily eighties; since then, India’s 
position in the world has fallen.) In 
shrimp processing, small and large pro¬ 
cessing units do not differ much in terms 
of technology and labour use. The major 
technological differences are between 
freezing plants (which are capital- 
intensive) and peeling units (which are 
labour-intensive). A major finding of 
Baud's case study is that there has been 
no decline in the niimbci of tasks in the 
industry to which women have access. 
Traditionally, of course, pcxTling and clean¬ 
ing shrimp have been tasks undertaken by 
women. The shrimp mdustry was charac¬ 
terised, howevet, by increasing casualisa- 
tion of work (that is, by the employment 
of a larger proportion of casual labour) 
as subcontracting by firms increased over 
time. 

The shoe industry is one of Mexico’s 
most important in terms of the number 
of workers employed. It is also one in 
which women's employment is extensive. 
The industry is characterised by a range 
of production units, with large-scale fac¬ 
tory production at one end and hoaschold 
production at the other. Isa Baud’s case 
study focuses on the city of Ciuadalajara, 
Mexico’s second largest city. Evidence 
from Guadalajara indicates that ’’women 
gained access to more skilled and better 
paying functions than before” (p 261). 
Behind this was a major reorganisation of 
work in large factories, which led to a 
reduction of wages for male workers, ac¬ 
companied by a reduction in 'he skill level 
of specific functions (termed ’deskilling’), 
and consequently, a high turnovei of male 
workers and an overall shortage of labour. 
As men quit the deskilled jobs with lower 
wages, the management recruited women 
instead. 

The consequent opening of new job 
opportunities for women workers is 
taken by Baud to signify the absence of 
marginalisation in the footwear industry. 
Surely, the fact that women found new 
jobs only when those jobs became unac¬ 
ceptable to men workers suggests that 
there is an element of marginalisation 
involved here. 

This book makes a positive and useful 
contribution to our understanding of the 
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position of women in production and of 
the changes in their work status that ac¬ 
companied changes in technology and 
production organisation. A general fin¬ 
ding of Isa Baud's study is that women’s 


THIS empirical study on the impact of 
the Green Revolution on production effi¬ 
ciency by size, income distribution and 
poverty is based on a large-scale survey of 
a cross-section of cultivating households 
in the state of Haryana in 1975-76. By the 
middle 1970s, Haryana had made mqch 
progress in the rate of adoption of HYV 
technology. In terms of numbers, 56 per 
cent of cultivators had adopted HYV, and 
in terms of area the coverage was 44 per 
cent. Considering wheat, alihost two- 
ihirds of the area was under HYV. This 
was made possible by the con.sidetable 
progress in infrastructure, viz, electricity, 
tubcwell irrigation, etc. Thanks to the 
development of infrastructure and access 
to it of even small farmers, differences in 
the rate of adoption between large and 
small farmers got reduced, and the inten¬ 
sity of adoption by the small was higher, 
in order to appreciate the findings of the 
study, it is important to recognise the 
particular phase of HYV development in 
which the large farmers lost their decisive 
advantage over small farmers. The fin¬ 
dings on income distribution effects by 
Ladejinsky. Wharton and Francine 
Frankel related, by contrast, to the late 
I96(K. when infrastructure progress was 
still limited and large farmers dominated 
the scene. (G Parthasarathy, ‘HYV 
Technology: The Polarisation and Im- 
miscrisation Controversy*, Economic and 
Miiical Weekly, June 29, 1991.) 

A major merit of this work is the ludd 
description of the research procedures 
before presentation of the results of the 
survey. The chapter on ‘Data Base, Con¬ 
cepts and Methodology’ contains a good 
description of the methodological base of 
the survey. The description of procedures 
followed in agricultural rcgionalisation of 
Haryana and of the use of principal com¬ 
ponent analysis will be found to be par¬ 
ticularly helpful by young researchers. 
In the chapter on 'Adoption of New 
Icchnology', there is a good description 
of the models chosen for analysing the 
factors influencing the intensity of adop¬ 
tion. Similarly, the description of alter¬ 
native methods of measuring production 


access to jobs is higher where the scale of 
production is low. A higher proportion of 
women workers than of men workers are 
casual labourers and women workers ob¬ 
tain less regular emolovment than men. 


efficiency as well as that of the specified 
variables in the chapter on ‘Production 
Efficiency and Farm Size’ and the critical 
examination of alternative measures of in¬ 
come inequality in the concluding chapter 
will be useful to young researchers. This 
particular merit of the book makes it 
eminently useful as a recommended 
reading for methodology courses for 
researchers in agricultural economics. 

The findings of the study arc however 
well known and do not differ from those. 
of other studies conducted during the 
middle phase of the Green Revolution. 
The more important findings on produc¬ 
tion efficiency are: (i) contrary to the 
widely prevailing notions on wasteful use 
of latour on small farms, the elasticity of 
labour use on small farms is noted to be 
positive and significant, suggesting the im¬ 
pact of technology on returns to labour 
use; ^i) differences in output elasticities 
between medium and small and between 
large and small farms were negative, sug¬ 
gesting that small farmers are more effi¬ 
cient; (iii) differences in output elasticity 
of modern inputs are positive suggesting 
that small farmers suffer from resource 
constraints in making effective use of 
modern inputs; and (iv) the coefficient of 
technology variable also confirms the 
superiority of small farmers. 

The findings on the impact of 
technology on income distribution and 
poverty, which are also supported by other 
studies for this phase of the Green Revolu¬ 
tion, are: (i) all categories of farmers 
benefited by adoption and per acre gains 
and percentage per acre gains are inversely 
related with farm size; (ii) the percentage 
gains are usually lower for the most 
developed regions and highest for the least 
developed regions and inter-regional 
disparities tend to get reduced; (iii) in¬ 
equality is lower among the adopter 
households for all the regions, and are 
consistently lower as compared to non¬ 
adopter households; and this is not due 
to lower concentration of land among 
adopters; and (iv) the percentage of 
households below the poverty line and 
also the intensity of poverty among the 


adopter households are consistently lower 
as compared to non-adopters. 

A perceptible gap in the study is the 
absence of information, and consequently 
analysis, on the impact of Green Revolu¬ 
tion on the distribution of income bet¬ 
ween landed and landless wage-earners. 
Moreover, the results pertain to a period 
more than a decade and a half ago. Since 
the middle 1970$, there has been almost 
complete coverage of area under wheat 
and rice under HYV. Power consumption 
has doubled, as has the number of 
tubewells. The number of tractors has 
tripled as compared to the middle 1970s. 
The Green Revolution has progressed 
from a middle phase to a high phase of 
growth. It would be of interest to know 
how the transition from the middle phase 
to the high phase of the Green Revolution 
has affected production efficiency, in¬ 
cluding ecology, and also employment, 
income distribution and poverty. But for 
this we have to await another study by 
Sharma based on more recent Tield 
.surveys in Haryana. 
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SPECIAL ARTICLES 


Hindu Nationalism; Strategic Syncretism 

in Ideology Building 

Chrislophe Jaffrelot 


The 'primordialist' approach, which sees cultural specificity as leading to ethnic consciousn&s and the ‘in- 
strumentalist' view, which sees such movements as being determined by elite manipulations of identity symbols, 
have in the main dominated investigations of the origins and development of ethnic movements in India. The 
main drawback of both these approaches lies in this attitude to nationalist ideology. This paper suggests a dif¬ 
ferent approach on the basis of a case study—the genesis and development of Hindu nationalism as ideology. 

Emphasising the relevance of the ‘invention of tradition’ in illuminating the emergence of the Hindu nationalist 
ideology the essay presents the hypothesis that it is possible to treat this ideology as a sub-category of this inven¬ 
tion process, a sub-category called ‘strategic syncretism—syncretic because it has been culled from cultural values 
of groups perceived as being antagonistic to the Hindu community and strategic because it underlies an ideology 
that seeks to dominate the ‘others’ in terms of prestige as well as on a concrete socio-political plane. 


SCHEMATICALLY, the origins and 
development of ethnic movements in 
India have been approached in the main 
from two opposing theoretical positions: 
the ‘primordialist’ and the ‘instrumen¬ 
talist’ one. While the former tends to 
analyse the cultural specificity as leading 
naturally to some form of ethnic con¬ 
sciousness, the latter considers cultural 
identities perfectly malleable and explains 
such movement. as stemming from the 
manipulation of identity symbols by elites 
willing to mobilise ‘their’ community with 
some socio-political interest in view.' Ilie 
main weakness of these two schools seems 
to lie in their attitude towards the 
nationalist ideology: either the question 
vanishes because of a more or less implicit 
equation between ideology and culture, or 
ideology is considered as a mere means of 
mobilisation manipulated by elites.’ 

This paper intends to suggest a third 
intermediate perspective on the basis of 
a case-study; the genesis and development 
of Hindu nationalism as an ideology. 
ideology is defined by C Geertz as a ‘sym¬ 
bolic strategy’ evolved in a society under¬ 
mined by modernisation processes.’ The 
term, in this perspective, refers “to that 
part of culture which is actively and 
explicitly concerned with the establish¬ 
ment and defence of patterns of value and 
belief!’^ Nationalism is obviously an 
ideology par excellence according to this 
definition. This theoretical perspective 
emphasises the ‘instrumentalist’ idea of 
manipulative reinterpretations of cultural 
material, nevertheless the model remains 
predominantly ‘cultural’ since the major 
aim of the reinterpreters is to adjust the 
outward expression of ideology while 
preserving the basic values and identity of 
the society. 


This theoretical framework seems to be 
relevant in throwing a light on the 
emergence of the Hindu nationalist 
ideology in terms of ‘invention of the 
tradition’.’ My hypothesis is that it is 
even possible to analyse it as a sub¬ 
category of this invention process, a 
sub-category that can be called ‘strategic 
syncretism’ because the content of this 
ideology has been supplied to a large 
extent by material taken from the cultural 
values of groups who were seen as anta¬ 
gonistic towards the Hindu community. 
This ‘syncretism’ is ‘strategic’ because it 
underlies an ideology that aims to 
dominate the others, in terms of prestige 
as well as on a concrete socio-political 
plane. I shall test this hypothesis by focus¬ 
ing on three significant and cumulative (in 
terms of ideology building) episodes, the 
shaping of socio-religious reform move¬ 
ments, the birth of the Hindu Mahasabha 
in the wake of the Khilafat movement and 
the ideological development of the ‘RSS 
complex’. 

1 

The Western Challenge and 
Nineteenth Century Socio-ReligiouH 
Reform Movements 

In the 19th century, a number of socio- 
religious reform movements attempted to 
gather support amongst Hindus. These 
movements represented primarily a reac¬ 
tion to the threat of western domination 
and especially to a two-fold cultural 
challenge, the utilitarian reformism and 
Christian proselytisin. Both relied mainly 
on criticism of idol worship as being 
polytheistic superstition and of the caste 
system as “a degrading and pernicious 


system of subordination’’.*' Such 
discourse appeared all the more dangerous 
for the cultural equilibrium of Hindu 
society as it could find expression in 
legislative reforms ‘from above’ (such as 
the Age of Consent Bill-1891) or lead to 
conversions (in Puiiiab, the first census 
revealed a steady erosion of the pro¬ 
portion of Hindus partly due to this 
phenomenon—from 43.8 per cent in 1891 
to 36.3 per cent in 1911.’). 

THL iNVtNIION Oh A GOI UtiN AOE 
Monotheism and the Bnihmo Samaj 

The first significant socio-religious 
reform movement, the Brahmo Samaj, 
took shape in this context in 1828 in 
Calcutta, the city where western ideas had 
first taken hold. Ram Mohan Roy, the 
founder, aspired to reform Hinduism 
whose shortcomings he acknowledged, 
especially with regard to idol worship. 
Moreover, the Brahmo Samaj expression 
of devotion took the form of prayers to 
‘the one true god’. At the sane time. Ram 
Mohan Roy argued that idol worship was 
a late corruption of a must perfect 
antiquarian religion in which god was 
worshipped as a pure absolute. His main 
sources were the Upanishads. the latest 
texts of Vcdic literature where ‘brahman’ 
is indeed described as a ‘spiritual essence’ 
sustaining the whole of creation, in¬ 
dividual souls included.* His reading of 
the Upanishads, however, proved to be 
influenced by “a more rigid monotheism 
of the people of the Book’"* since the 
philosophy of “the speculative brahman” 
tended to be replaced by a rather rational 
theism. 

in tact. Ram Mohan Roy selected the 
Upanishads and reinterpreted them in that 
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way, becauw of his wish to confute the 
missionaries whose propaganda ‘^bus(ed) 
and ridicul(ed| the g^s and saints of 
[Hinduism]"'*’ (which he felt eventually 
deserved some respect!). One of his main 
intellectual activities—the translation and 
interpretation of Upani%had—viis 
systematically justified as a means of 
enlightening the westerners; 

Such benevolent people will perhaps, 
rise from a perusal of them (these 
translations] with the conviction, that in 
most ancient times the inhabitants of this 
part of the globe (at least the more in¬ 
telligent class) were not unacquainted with 
metaphysical subjects: that allegorical 
language or description was very frequent¬ 
ly employed to represent the attributes of 
Creator, which were sometimes designated 
as independent existence: and that, 
however suitable this method might be to 
the refined understanding of men of lear¬ 
ning, it had the most mischievous effect 
when literatim; and philosophy decayed, 
producing all these absurdities and 
idolatrous notioif: which have checked, 
or rather destroyed, eypry mark of 
reason, and darkened every beam of 
understanding." 

That this evocation of a monotheistic 
original religion was intended to 
strengthen ilic standing of Hinduism in 
relation to Christianity is confirmed by 
Roy's alacrity in exposing the idolatrous 
doctrine of tiinity'' by contrast, implicit¬ 
ly, with his upanishadic religion. 

His appioach is syncretic because he 
endeavours to reform Hinduism by resor¬ 
ting to precepts. ut Christianity 
western rationalism: but this syncretism 
proves to be strategic since Roy claims that 
he draws this neo- Hindiiisiii front a purely 
indigenous golden age which enables him 
to rehabilitate the Hindu identity scoffed 
at by the Eu''opeai'.s. Thi.<. is one of the 
fiist building blocks of a pre-nationalist 
ideology evolved to resist foreign aggres¬ 
sions seen as most dangerous for the 
native cultural equilibrium. However, this 
process enleis its phase of maturity after 
(he emergence of anutlicr sociu-religious 
reform movement, the Aryu Samaj. 

The Caste Sy.tem and Aryu Samaj 
The Arya .Samaj was founded in 1875 
by Swami Dayanandu who met (he 
Brahmo Samajists in Calcutta in the early 
1870s. Hven (hough he di.sapproved of 
(heir complaisance towards C.'liristiaiiily 
Dayananda followed tii their wake 
inasmuch as he irisiiiiitionali.sed the idea 
of a vedic monotheism and joined in the 
criticism of the idolatry ol popular 
Hinduism raised by Chrisiiati mis 
sionarics. He cntcicd into theological 
argunieiits all over north India with mis¬ 
sionaries foi instance. The form of wor¬ 


ship promoted by the Ary« Samig is sup* 
po^ to rehabilitate the one that is 
believed to have prevailed during the vedic 
age even though its 'Agnihotra' (nre 
sacrince), performed when the sun rises 
and sets, omits most of the typically vedic 
ritualism becau.se of its deliberately 
abstract monotheism. 

More importantly, Dayananda added a 
social dimension to the myth of golden 
age in the making. Tlie so-called vedic 
caste system was presented by him as 
much more flexible than the one then cur¬ 
rent in India. Indeed, he maintained that 
'jati' (hereditary, endogamous and hierar¬ 
chical castes copiously criticised by the 
westerners) did not exist in the vedic times 
but that the prevalent social organisation 
(hen was a varna system. 

References to the four varnas do exist 
in the Rig Veda, the earliest of the vedic 
texts; in the hymn X-90, relating a famous 
foundation myth allegory, to be born out 
of the sacrifice of the primordial man 
(‘Viral Purusha’); “the Brahmin (priest) 
was his mouth, his arm was made (he 
Kshatriya (warrior), his thighs became the 
Vaishya and from his feet the Shudra (ser¬ 
vant) was made”. This fourfold schema is 
an ideal, normative one. whose relation¬ 
ship to social practice is not very well 
known, but it dearly implies a hierarchical 
structure ba.scd upon ritual distinctions: 
like in the jati system, the brahman and 
the shudra stand poles apart in the social 
organisation. 

This notwithstanding, Dayananda 
described thc.se four vedic ‘classes' as 
merely born out of the collectivity’s needs 
in terms of .socio-economic complemen¬ 
tarity, claiming further that status distinc¬ 
tions came at a later stage. Originally, 
therefore, contended Dayananda, children 
were placed in each varna according to 
their individual qualities: “The fixture of 
the varna according to merits and actions 
should lake place at the sixteenth year of 
girls and twenty-fifth year of boys. Mar¬ 
riages also should take place in their own 
varna. i e, a brahman man should be mar¬ 
ried to a brahman woman; a kshatriya to 
a kshatriya, a vaishya to a vaishya. and 
u shudra to a shudra. This will maintain 
the integrity of each varna as well as good 
relations." By such reasoning. Dayanan¬ 
da replaced the current, illegitimaie jati 
system, in the comparison with western 
social values, by a more prestigious one, 
the varna system whose reinterpretation 
enabled him to rehabilitate a social system 
of ritual hierarchy (a pillar of Hindu 
cultural equilibrium) since it can be 
favourably compared to (he individualistic 
values which the Europeans pride 
themselves on: Dayananda can now ques¬ 
tion western superiority by arguing (hat 


his civilisation was respectful of the justice 
principle much before the west. 

Thus, on the one hand Dayananda rein¬ 
forced the myth of a vedic golden age 
through which a part of the Hindu in¬ 
telligentsia recovers its self-esteem in its 
confrontation with the European domina¬ 
tion: on the other hand, he legitimises the 
caste system under the garb of so-called 
ancestral varna incorporating certain in¬ 
dividualistic values. Dayananda’s refor¬ 
mism, far from contesting the social 
system tries to protect its equilibrium, as 
confirmed by his recommendation 
relating to the strict endogamy of varna. 
It is easy to recognise here the same pro¬ 
cess of ideological reconstruction theoris¬ 
ed by Geertz and Falters; the Arya Samaj 
tries to evolve an ideology likely to 
vindicate an identity threatened by the 
criticism against one of its major 
pillars—like the caste system—or, general¬ 
ly speaking, by the negation of its ‘cultural 
quality’. Here, (he building of a tradition 
through the invention of a golden uge 
seems to be the natural formulation of a 
pre-nationalist ideology. 

‘SiRAIiOK- SVNCRtriSM' AND HINDU 

Prl-Nationalism 

'Strategic syncretism' as a variant of the 
building of tradition process. 

This ‘invention of tradition* by the 
socio-religious reform movements is of a 
special type because it is provoked by and 
modelled on the antagonist's culture in its 
raison d’etre and in its content. Ram 
Mohan Roy and Dayananda ‘discover* in 
the vedas what they need to resist the 
western influences. This is an ideology of 
strategic syncretism: syncretism because 
there is a strong intention to reform one’s 
society through the assimilation of 
western values consistent with the Hindu 
cultural equilibrium; and strategic syn¬ 
cretism since the equilibrium in question 
remains the prime concern. This strategy 
combines two dimensions, the first one 
being directed towards ‘psychological* 
demands, the second one concerning 
‘mimetic’ aspects of ideology building. 
Recovering seif esteem : In claiming that 
vedic .society was at least as monotheistic 
and as respectful of (he individual as the 
Christian west, the socio-religious reform 
movements attributed—syncretic phase— 
to their history the prestigious values the 
Europeans were so pride of—first strategic 
moment—and try to legitimise at the same 
time—second strategic moment—cultural 
institutions like the caste system under the 
idealised garb of (he varna. 

Underlying these aiguments, a major 
aspect of the reformers’ message was: 
there was no need to leave Hinduism. 
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because of rationalist scepticism or to be 
converted, since this religion, in its pristine 
purity, had the same virtues as Christiani¬ 
ty and the modern science. The only rele¬ 
vant objective is to re-establish this golden 
age of Hinduism, and especially its varna 
system. 

The sociological basis of this ideological 
strategy are easy to trace Among the Hin¬ 
dus, the persons most willing to protect 
the cultural equilibrium bdong to the high 
caste elite, not only because they aspire to 
preserve a privileged position but also 
because they alone seem to have an overall 
view of their society. The varna model 
expounded in thie Vedas, with its organicist 
emphasis on the harmony of a com¬ 
plementary social system is most likely a 
brahmanic creation. Indeed, the leaders 
of the socio-religious reform movements 
come mainly from the high caste in¬ 
telligentsia (Ram Mohun Roy was a 
brahmin whose knowledge of English 
enabled him to work in the East India 
Company administration and Dayananda, 
a Gujarati brahmin, came from an 
orthodox milieu.''* 

Borrowing cultural features from the ag¬ 
gressor. The syncretism of this movement 
is strategic also because it consists in 
assimilating the other’s practices to resist 
him more effectively. This aspect will tend 
to become dominant during the 2()th cen¬ 
tury as the following sections will show, 
in the 19th century, it found its first 
expression in the shuddhi movement. 
Originally, the purification ritual of 
shuddhi served to restore to their status 
persons of high castes who had been 
polluted. It was reinterpreted by Dayananda 
as a method of proselytism" Hinduism 
was lacking in. The ritual was converted 
fiom an internal to an external purpose. 
From the mid-l890s onward, Arya Sama- 
jist preachers (updeshak) undeitook to 
(rcKonvert individuals and then families 
in North India, especially in the Punjab 
where the movement became widespread. 
In 1901, their movement owned 8,239 
members belonging mainly to the in- 
le.ligcntsia and the urban merchant 
castes. '* 

This imitation of the missionaries' 
techniques is on a par with the Arya 
Samajist endeavour to endow Hinduisnt 
with a book. For Dayananda, the Veda 
was such a scripture; he used it as a basis 
for preaching strong enough to resist the 
missionaries' use of the Bible. Moreover, 
he claimed its superiority—coming from 
its anteriority, scientificity and 
universality—to persuade Muslims and 
Christians of conversion!'^ As Romila 
Thapar put it, the socio-religious reform 
movements “attempted to defend, re¬ 
define and create ‘Hinduism’ on the 


model of the Christian religion. They 
sought for the equivalent of a mono¬ 
theistic god, a bwk, a prophet or a 
founder and congregational worship with 
an institutional organisation supporting 
it"'* which is often themselves (the Arya 
Samaj was for instance described by some 
of its leaders as a ‘vedic church’**). This 
construction of a Hindu identity through 
the emulation and imitation of the other, 
the dominant, is inherent to the ‘strategic 
syncretism’. Now, this process contributed 
to the formation of a true nationalism. 

A first ethnic nationalism: The socio- 
religious reform movements’ attempts 
of cultural vindication incorporated a 
form of nationalism not only because 
it resulted, by the turn of the century, 
in an aggressive shuddhi movement, 
but also because its strategic ‘invention of 
tradition’ implied a historical enquiry into 
the original civilisation. This research led 
lo the ‘discovery' of a vedic golden age, 
a myth which constituted the touchstone 
of the first ethnic nationalism in India. 
The vedic aryas were indeed described by 
Dayananda as a primordial and elect 
people <o whom the Veda had been 
revealed by god and whose language— 
Sanskrit—was said to be the ‘mother of 
all languages'.-’" These aryas would have 
migrated in the beginning of the world 
from Tibet—the first emerged land— 
towards the Aryavariha. This territory, 
homeland of the vedic civilisation, covered 
the Ganga basin. From this basis, the 
aryas would have dominated the whole 
world till the war of the Mahabharata— 
an epic now historicised. The national 
renaissance implied precisely for 
Dayananda an inversion of the decline 
process—the root cause of India's sub¬ 
jugation by the British—and a coming 
back to the vedic golden age. The Hindu 
naiionalisi identity clearly resulted from 
traditional criteria of nationalism: a 
glorious past, a prestigious language and 
an historical land. This new ‘historicism’'' 
was the touchstone of nationalism Hrst of 
all because it provided a powerful lever by 
which Hindus sought to regatn their lost 
self-esteem vis-a-vis the Europeans.-’ 
Thus, the western challenge has iiad a 
catalytic effect, provoking a specific pro¬ 
cess of cultural reform—that I termed 
strategic syncretism--from which stem¬ 
med a paradoxical ethnic nationalism.’* 
Indeed, it borrows many features from the 
cultural dominant it is supposed to fight, 
true, under the gui.se of a return to the 
vedic golden age. This paradox comes 
from the original dual objectives of 
nationalism: on the one hand it had to 
legitimise endangered institutions like the 
caste-system ('saved' at the price of an 
individualist reinterpretation) and on the 


other hand it should assimtiate the 
cultural characters—tike proselytism— 
which seemed to underlie the European 
superiority. This mimetic dimension of 
the Hindu nationali.st ideology building 
process reached a new development in the 
1920s. during the confrontation with 
another 'aggressor', the Muslim. 

11 

(lonfrontation with Militant Islam 
and the Political tirystalliaation of 
Hindu NaluinaliHm 

ThL HtNOll S/VHHA MOVtMfcNf 

In the Punjab, it is easy to observe a 
filiation of ideas between the Arya Samaj 
and the first political exponents of Hindu 
nationalism, the Hindu Sabhaites, as early 
as the first decade of this century. The 
Punjab Hindu Sabha (Hindu forum) was 
developed between 1907 and 1909 by Arya 
Samajists. It reacted to the perceivM pro- 
Muslim bias of the British authorities; 
most especially to the institution of a 
separate electorate for Muslims through¬ 
out India—even in areas such as the 
Punjab where Muslims formed a 
majority’*. The Hindu Sabhas acted as 
interest groups. They were founded to 
pressurise the British a.s well as the Indian 
National Congress, from inside or from 
outside the party. The text that can be 
considered ihc Hindu Sabhaites' ideo¬ 
logical charter was written in 1909 by an 
Arya Samajist leader, Lai Chand. Its title. 
Self-abnegation m politics referred to the 
exceedingly passive altitude of the Indian 
National Congress. 

Founded in I88S, this party aspired lo 
represent the whole Indian nation. This 
did not mean that the religious com¬ 
munities were overlooked. In fact, “India, 
and the emerging Indian nation, was con¬ 
ceived of as a collection of communities: 
Hindu t Muslim f Christian -f Parsi 
-I- Sikh and .so on''.-" But these com¬ 
munities were considered moie or less as 
equal and the Hindu majority was 
expected to accept sonic sacrifices in the 
interest of national integration. The foun¬ 
ding of the Muslim league in 1906, the 
year in which a delegation of Muslims had 
applied to the British foi separate elec¬ 
torates, had led lo fears that minorities 
might indulge in .separatism: hence the 
complaisance ot the Congress regarding 
the institution of separate electorates. 
Protesting vehemently against this at¬ 
titude, which deprived the Punjab Hindus 
of a political protector, Lai Chand 
justified the development of the Hindu 
Sabha and Ihc statement of its specific- 
ideology in the following terms: “. 
patriotism ought to be communal and not 
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merely geographical... The idea is to love 
everything owned by the community. It 
may be religion, it may be a tract of coun¬ 
try, or it may i/c a pha.se of civilisation!’-'^ 

This nationalism drew heavily upon the 
earlier cultural revivalism of the Arya 
Samaj. The Arya Samajist background 
give them pride in the vedic golden age 
whose setting had been the early Punjab, 
the lirsi place which the Aryaas had 
occupied. As early an Arya Sama¬ 

jist updeshak, Bhai Parmanand advocated 
the partition of north west India to reserve 
this piece of land to the Hindutt.'^ 

The Hindu nationalism’" evolved by 
these Arya Sainajists, as an ideology, 
reached its maturity in the I920s^ within 
the Hindu Mahasabha whose formation 
shows most clearly 'strategic syncretism' 
at work. 

?'Ht Hindu Mahasabha: An I.mitaiivl 

NATtONAt ISM 

Though the Hindu Sabhas entered into 
a federal structure in the second decade 
of this century in northern India, the 
Hindu Mahasabha was effectively laun¬ 
ched, as an ideological pressure group 
within the Congre.ss party in 1922, very 
largely in reaction to the Hindu-Muslim 
riots that broke out in ihc wake of the 
Khilafat movement.*" in 1921, on the 
Malabar coast the Mopiahs (Muslim 
descendants of 9th centu y Arab mer¬ 
chants) pmvoked violence and forcible 
conversions that had a tiauniatic (and 
catalytic) effect on the Hindu 5iabhaites— 
especially on leaders of the Arya Samaj; 
a context of aggression similar to a cer¬ 
tain extent, to the one created by western 
penetration, provoked an analogous 
reaction. 

Indeed, the ideological discourse pro¬ 
pagated from the Hindu Mahasabha 
tribune until the mid'1920.s, during the 
Hindu Sangathan (Hindu organisation) 
movement, reprrxluced the ‘strategic syn¬ 
cretism' mcchani.sm. At this stage, Hindu 
nationalists were inclined to identify cer¬ 
tain values which they regarded as the 
basis of the Muslims' strength and 
solidaiity, such as an avoidance of sec¬ 
tarian divisions, an emphasis on .social 
cohesion, anil to insist that these values 
could^also be established within sect- and 
caste-ridder. Hindu community whose 
members continued to be described by the 
British as weak.*' But this process of 
assimilating aspects of itie other was still 
undertaken under the cover of reestabli¬ 
shing a mythical golden age and it remain¬ 
ed suliordinaicd to a hierarchical view of 
socieiv. 

The !92? report by U S Mooiije (Icadei 
of the 1 ;-niral Piovmces Hindu Sabhalun 


the Malabar riot constitutes a ’para¬ 
digmatic text’ in this respect. One of 
Moonje’s explicit aims was to “remove the 
docility and the mildness from the temper 
of the Hindus and make them imbibe the 
aggressiveness of their neighbours’’.'- His 
comparison between the two communities 
ted him to diagnise three main Hindu 
weaknesses, (i) Attributing Muslim virility, 
their “readiness to kill and to be killed’’ 
above all to their diet and the Islamic 
practice of sacrifice, Moonjc advocated 
ending “the un-vedic principle of ahimsa” 
(dispensing vegei<:rsdnism) and rehabili¬ 
tating “the vedic institution of ‘yajnathag’ 
|.yecn as an animal sacrificel accustoming 
a Hindu to the sight of spilling blood and 
killing”. This proposal is plausible since 
during the vedic times, before the develop¬ 
ment of Buddhism and Jainism, India was 
familiar with sacrifices and ignored 
vegetarianism. Moonje’s main concern, 
however, was the lack of unity among 
Hindus compared to the Muslims from a 
religious as well as a social point of view. 
First, Moonjc lamented 
the absence of a common meeting place 
in the Hindu polity for the castes from the 
highest to the lowest on perfectly equal 
terms, just as the Mahomedan has in his 
Masjid [mosque) (...) [where Muslims) 
vividly visualise and imbibe the feeling of 
oneness and the identity of their social 
and religious interest (...) During vedic 
limes there was the insiiiuiiun called 
Yajnasamarambh where all Ihc four var- 
nax used to meet together for listening lo 
Shasiric discourses on religion, sociology. 
Ayurveda and other sciences then known 
to them; but it has long since disappeared. 
Cannot our temples be made to serve the 
purpose which the Masjid does for ihc 
Mahomedan? 

Yajna.samarambh refers literally to the 
beginning of the sacrinee. 1'hc acceptance 
of the word as designating a sort of 
sacrificial assembly would in any case 
have been a fiction since vedic sacrifices 
were performed on behalf of a single 
sacrificer." Moreover, Moonjc gives up 
the idea of reintroducing it and instead 
suggested the transformation of Hindu 
temples. Shraddhananda endorsed this 
suggestion in 1926.*'' 

In this instance the process of ‘straiegic 
syncretism’ remains incomplete; while 
Moc.ijc mentions a prestigious ‘vedic 
institution' this reference is not. used to 
cover up his mimetic attitude towards 
Islam. By contra.st. he complies fully with 
the model when he dwells on the most 
crucial disease of the Hindus: social 
disunity. 

The Hindus are divided into so many 
water-tight compartments, each having a 
.. social culture and life of its own, that there 
is hardly any association between them in 


the wider field of "sdciaf^^iViRc 
and amenities of the community as a 
whole...; so that if one section happens 
to come in conflict with Mahomedans, the 
other section hardly ever consider it wonh 
their while to run to its help... The 
Mahomedans on the other hand form one 
organic community, religiously well- 
organised and disciplined, so that aiqr 
injury done to any part of the community 
anywhere, is felt as keenly all through out. 
In a word, there is a living communal feel¬ 
ing in them and it is so high and over¬ 
powering that they can hardly think of any 
public movement unless in terms of their 
communal interests. 

Moonje's proposals to remedy this defi¬ 
ciency were justified by another free Inier- 
preiation of the varna system: 

...if the Chaturvarnya, which is a distinc¬ 
tive feature of the Aryan civilisation as 
compared with other systems of civilisa¬ 
tion in the world is to be maintained and 
to prosper as 1 believe it should, and yet 
union and solidarity is to be evolved it 
must be given up its system of water-tight 
coinpanmenis of castes and bring-about 
a real organic unity between the four sec¬ 
tions of the .society which can be done by 
again bringing into vogue the system of 
marriage on what are called the anuloma 
and praliloina paddhaii a.s provided in our 
Dharmashasira [religious law treatises] 
with a view to bind the four*sections of 
the society in blood connections and thus 
bring about organic unity out of the very 
divcrsiiy of .sociological functions allot¬ 
ted to these four original varnas or castes. 
Although the so-called vedic ‘custom* 
Cpaddhati’) of ‘anuloma’ and ‘praliloma’ 
inter-caste marriages (respectively when 
the male’s status is higher than the 
female's and vice-versa) is men'ioned in 
the treatises, this docs not mean, ol 
cou'-sc, that they approve of it. The code 
of Manu, the main Dharmashasira. 
describes it in the lOlh chapter as the root 
cause of the mixture of castes that led 
from the ideal varna system to the con¬ 
fused pattern of jatis. However, as far as 
Moonjc was concerned, this reference pro¬ 
vided a sufficient basis for the validation 
of his ‘invention of tradition*. 

His report illustrates a pervasive 
discourse among the Hindu nationalist 
leaders" whose ideology is a typical ver¬ 
sion of 'strategic syncretism*. Compared 
with the socio-religious reform move¬ 
ments, their aim was not so much to pro¬ 
tect Hinduism from the cultural influence 
and prestige of the other as to identify 
those respects in which this aggressor was 
worthy of imitation in order to cope with 
his practical superiority. But the techni¬ 
que remains the same: it consists in 
assimilating the cultural features that 
threaten the Hindus and, in claiming that 
they belonged to the vedic golden age to 
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revive them. The most inierestiiig single 
aspect of this invention-protection of a 
Hindu identity is the efforts undertaken 
to preserve the hierarchy through the 
reinterpretation of the varna system. 

This reinterpretation is supposed to 
pr^rve a major pillar of the Hindu 
identity—the hierarchy —and to supply 
the Hindu community with a national 
framework. Indeed, the organicist reading 
of the varna system offers an indigenous 
sociological pattern of the nation, 
equivalent to the communitarian (Muslim) 
and individualistic (European) versions of 
this political institution. Praising the func¬ 
tional interdependence of the varna 
system, Bhai PUrmanand—who presided 
over the Hindu Mahasabha after Moonje 
(1927-1933) in 1933—asked: '*How could 
a nation hope to live after it lost sight of 
this aspect of Dharma?”.^ The aim was 
to maintain the principle of hierarchy 
while matching the degree of communal 
solidarity which had apparently been 
achieved by Indian Muslims. Moreover, 
many patrons and even leaders of the 
Hindu Mahasabha came from the milieu 
,of orthodox brahmans, landlords and 
even maharajahs who found in its reinter¬ 
pretation of the varna a legitimation of 
the caste system at large. The marginal 
position of the Hindu Maha.sabha inside 
and then outside the Congress came main¬ 
ly from this .social conservatism which the 
Rashtriya Swayamsevak Sangh (RSS- 
Nafional Volunteer Organisation) partial¬ 
ly managed to eschew. 

Ill 

Uses of 'Strategic Syncretism' 
by the 'RSS Complex' 

R.SS AS A Nationalist Sect 

Like the Hindu Mahasabha the RSS 
took sha^ir, in I92S, in reaction to Hindu- 
Muslim riots. Founded by one of Moonje's 
lieutenants in Nagpur, Hedgewar, its aim 
was also to consolidate the Hindu nation 
through a psycho-socia! reform involving 
some assimilation of the other's equali- 
tarian values. The method which it used, 
however, appeared to be much more rele¬ 
vant. Fbr Hedgewar, such an assimilation 
could not be achieved within the frame¬ 
work of a reinterpreted varna system since 
it was still a division—true, fourfold 
only—of the Hindu nation,’^ so it at¬ 
tempted to create an ethic of selfless 
individualism which could provide the 
basis for a more inclusive and cohesive 
form of Hindu nationalism. The RSS was 
thus supposed to become a sort of Hindu 
nationalist spear-head based on individual 
solidarity, its syncretism (the import of 
egalitarian values typical of the European 


nationalism and the Muslim communal 
fraternity) was strategic because it aimed 
at building a Hindu nation strong enough 
to resist these ‘foreigners’ and because it 
was seen as a mere elaboration of the 
familiar, indigenous sectarian pattern. 

Since the 1920s, the distinctive feature 
of the RSS has been the 'shakha', the local 
branch of the movement where SO boys 
and male adults at the maximum nmeet 
daily for a highly ritualised physical and 
ideological training. This latter aspect is 
symbolised by the Sanskrit prayer the 
'swayamsevaks' (volunteers) of a shakha 
offer to the saffron flag, representing of 
the ‘Hindu Rashtra' (Hindu nation) ana 
RSS 'guru*. The most interesting point, for 
our thesis, is the presence within the 
shakha of members of the backward 
castes and untouchables which bears 
testimony to its social inclusiveness. This 
aspect reflect.^ the very objective of the 
RSS”; the shakha is intended to be a sort 
of melting pot, a microcosm of the Hindu 
nation, which implies the eradication of 
caste divisions on behalf of an universal 
typed and individualistic typed solidarity. 
The western form of national fraternity 
has obviously been selected as a model. 

But its implementation employs purely 
Hindu frames and values like the sectarian 
institution and world renouncement as 
testifies the status of the organisation's 
cadre, the pracharak (publicists and full¬ 
time organisers). Most of them have 
foregone opportunities to pursue a pro¬ 
fessional career and build up a family to 
devote their whole time and energy to the 
cause.'* Their main mission consists in 
establishing shakha and supervising their 
functioning all over their 'zone', a town, 
a tehsil, a district, a division, a state: the 
RSS network relies mostly on pracharak 
at each level of its hierarchy. The way the 
pracharak work, their abnegation and 
even-sometimes austerities make them 
look like world renouncers. inside and 
even sometimes outside of the RSS. This 
ethic of self-effacement is the root cause 
of (heir prestige in their locality. Such a 
position explains the way some voung 
swayam.sevak recognised their pracharak 
as their guru. 

Now, the world renouncers, in India, 
hold a special status. The ethic of renun¬ 
ciation put them outside of the social 
system; they embody a form of 'anti- 
structure' in the sense of Victor Turner."' 
Thus situated they can tran.scend the caste 
differentiations and identify with like- 
minded individuals. They are ‘‘oui-of-the- 
world individuals''.^' Considered collec¬ 
tively, the world renouncers gathcrct' 
around sects whose doctrine and singular 
divinity cult arc shared by all of them: 


The Indian sect is a religious grouping 
constituted primarily by renouncers, in 
itiates of the same discipline of salvation, 
and secondarily by their lay sympathisers 
any of whom may have one of the re¬ 
nouncers as a spiritual master or guru... 
In iheoiy, for the man iii-(he-wortd 
adhcrrncc to a sect is an individual matter, 
superimposed on caste observances, 
though not obliteiating them, a.'id the sect 
respects these ohscivanccs cscii though it 
relativises them and criticises worldly 
religion from the point of view of in- 
dividuali.siic religion. Moreover, the sect, 
springing fiom renunciation, has the 
power to recruit iiies|H.“cHve of castes.*' 

Drawing from the woi ks of Turner and 
Dumoni, R (iross defines the sects among 
which he worked assiduously as fraternal 
'comniuiiiias' iind 'institutionalised 
liminalities': lirsi, the sect, and cstrccially 
(he sub-unit made of one guru's disciples, 
forms a son of brothcrhcHKi, ignoring the 
caste status, and even a family, kin terms 
being omnipresent here; second, the sec¬ 
tarian organi'.aiion appears to be very 
rigorous, geographical S|)acc being .so 
.strictly cut out as all (he munasiries of a 
given area should Ik under the respon- 
.sibility of a ‘zonal patron'. 

Thus it seems that the RSS resorted to 
the familia. scciaritin pattern to ac- 
clitnati.se the individualistic forms of 
solidarity perceived as the foot cause of 
the Euro[K'aiis and Muslims' cohesion and 
strength. Indeed, from a sociological 
point of view the elementary unit of the 
nation is the individual.*' and the sect is 
the only Hindu social institution where 
individualism is prominent, the holistic 
caste system being kept at bay. Thu.s, (he 
RSS embodies indissolubly a sort of 
“brolhethood in sailron''** (if we put the 
emphasis on the sectarian dimension) and 
(he “Hindu Ra-.hira in miniature'' as 
Hedgewar said in his last s^iecch of 
1940,*' si.-essing the nationalist dimen¬ 
sion of his niovcincnt. 

This org.'uiisation .satisfies the main 
criteria of our siiaicgic syncretism. First, 
it aims al assimilaiiiig within Hinduism 
at large those cultural features of the 
others (Muslims as well as British) which 
have made ihcm lomiidablc antagonists— 
a capacity to national oi communal 
solidarity based on some cqualiiarian 
values; second, it resorts, to make these 
'imports', lo a Hindu paiicrn lhai is not 
the varna system any more but the Hindu 
sect, the only institution sshcre some in¬ 
dividualistic values can be found in the 
Hindu universe. 1 his substitution renews 
the original pcrsficcuve of ihe strategic 
syncretism process since the defence of 
hierarchy seems not to remain a priority 
any more. 



This appreciation must be shaded 
because the equalitarian project of the 
RSS is a millenarian one, a dream that 
would come true once the organisation 
and the Hindu society are 'completely 
identical’.'^ According to Golwalkar, the 
second ‘sarsanghchalak* (supreme chicO 
.who presided over the destinies of the RSS 
from 1940 to 1973, this triumph of 
equality presupposes that “all persons in 
the society (would) (...) have realised the 
Soul and have transcended wordly 
bonds”.^^ In the 'meantime*, the ideal 
social pattern remains an organicist ver¬ 
sion of the varna system, which has been 
defended by the chief ideologues of 
organisations closely affiliated with the 
RSS since the l9S0s such as the Bharatiya 
Mazdoor Sangh (a trade union) and the 
Bharatiya Jan Sangh (a political party): 
D Thengadi, the founder of the BMS in¬ 
sisted on the need to restore a “vertical ar¬ 
rangementof society and D 
Upadhyaya. who was general .secretary of 
the BJS from I9S3 to l%7, explained that: 
In our concept of four castes, they are 
thought of as analogous to the different 
limbs of Virat-Purusha [the primordial 
man whose sacrifice is described in the 
fiig-yn/a} (...) These limbs are not only 
complementary lo one another, but even 
further, there is individuality, unity. There 
is a complete identity of interest, identity 
of belonging (...) It this idea is not kept 
alive, the castes instead of being com- 
plemeniry can produce conflict. But then 
this is distortion... This is indeed the pre¬ 
sent condition of our society.'*'* 

Thus, RSS fronts born to operate in the 
'real* society continued to refer to the 
varna system as an ideal indigenous social 
structure useful to assimilate the others' 
forms of community feeling based on in¬ 
dividuals and. simultaneously, legitimise 
a hierarchical organicist pattern. 

While the varna system and the Hindu 
sect are considered by different organisa¬ 
tions within the R.SS complex as alter¬ 
native patterns of socio-national unity, the 
problem of religious unity requires special 
treatment. 

Thi; VHP: A Hindu c;hurc h? 

Along with the division into castes, the 
multiplicity of religious currents within 
Hinduism has been a source of constant 
complaint by Hindu revivalists.'*' Abortive 
attempts had been made by Dayananda 
to ainvene an assembly of pandits (learn¬ 
ed brahmins) "to hold a discu.ssion as to 
which was the true faith”.*' The Vishva 
Hindu Parishad (VHP-Universal Hindu 
Association), was the first organisation 
formed under the auspices of RSS—to 
provide a unifying framework foi the 
diverse elcincnts of organi.scd Hinduism 


(ancient sectarian traditions). As such, it 
constitutes another example of 'strategic 
syncretism*. 

The VHP was founded in 1964 as a 
reaction to the continuing activities of the 
Christian missionaries. Some months 
before its founding conference, the gran¬ 
ting of stateshood Nagaland (a new 
federate state in north-east India) to 
Christianised tribes had been criticised by 
the Hindu nationalist leaders who saw it 
as the result of a ‘dcnalionali-sation’ 
(i e, conversion) process that threatened 
national unity. S£ Apte, a former RSS 
‘pracharak* who had been appointed 
general secretary of the VHP by 
Golwalkar, justified the creation of his 
new organisation in the following terms: 
The declared object of Christianity is to 
turn the whole world into Christendom— 
as that of Islam is to make it 'Rik*. Besides 
these two dogmatic and proselytising 
religions there has arisen a third religion, 
communism (...) The world has been 
divided into Christian, Islamic and Com¬ 
munist, and ail these three consider the 
Hindu society as a very fine rich food on 
which to feast and fatten themselves. It is 
therefore necessary in this age of competi¬ 
tion and conflict to think of. and organise, 
the Hindu world to save itself from the evil 
eyes of all the three. 

With this objective in view, on the same 
day that the VHP was founded, it was 
decided to organise an International 
Hindu Conference: 

It was decided to have symposium, and 
conferences of the learned of all the 
various sects, an exhibition of the rise, 
growth and glory of the Hindu civilisa¬ 
tion through the medium of pictures and 
sculptures right from Vcdic times to our 
own day, and such other programmes and 
functions as will engender a sense of 
oneness and unity underlying the apparent 
diversitift.” 

This proposed gathering was intended 
to prepare the way for providing Hin¬ 
duism with an ecclesia.stical structure 
similar to that which had given the 
Christian churches such apparent 
strength. Those attending were expected 
to constitute an embryonic religious coun¬ 
cil which could be recognised as a central 
authority by all Hindus. Moreover, a sub- 
comrittce was appointed in order "to 
evolve a code of conduct which would 
promote and strengthen Hindu samskam 
[rites de passage of any Hindu's life) in 
society**.'^ The claim to form a sort of 
Hindu supreme body became more 
legitimate—though still fallacious—after 
the Second International Conference 
(1979) and the hold from 1984 of a 
‘Dharma Sansad' (religious parliament) 
whose .sessions demanded through voted 
resolutions—amongst other things—the 
rebuilding of temples on situs where 


mosques had been constructed during the 
Mughal period—like in Ayodhya or 
Mathura. The representative character of 
the VHP tend^ to increase steadily 
though most prestigious religious figures 
kept their distance from it. 

For our purpose, the most interesting 
aspect of this attempt at supplying 
Hinduism with a centralised form of ec¬ 
clesiastical organisation, matching a more 
subtle standardisation of doctrines and 
ritual practices, lies in its promoters* ef¬ 
forts to legitimise it with reference to 
Hindu traditions. All the above 'con¬ 
ferences* are. said to be modern versions 
of the one convened by the last ‘Hindu’ 
emperor, Harsha, in 6^ AD at Kanauj.’* 
However, this assembly—which in fact 
took place at the end of AD 642—was 
associated with Buddhism, a creed which 
had deeply influenced Harsha and which 
generated this sort of ecclesiastical 
organisation.'* Once more an historical 
myth had been constructed to justify the 
borrowing of cultural features from rival 
communities, this time 'Semitic religions’ 
perceived in an undifferentiated way. 

The above examples of ideological con¬ 
struction selected from the history of 
Hindu nationalism converge towards a 
sort of core definition of strategic syn¬ 
cretism as well as two common conclu¬ 
sions: 

Syncretism Effect: The Hindu ra¬ 
tionalist identity horn out of the strategic 
syncretism process is not very Hindu. 
Paradoxically, the Hindu nationalist 
ideology emerged and developed by a pro¬ 
cess of assimilating external values and 
notions (monotheism, a solidarity 
ba.sed—more or less—on equalitarianism, 
a centralised ecclesiastical structure) which 
appeared'* to endow the rival and an¬ 
tagonistic groups with prestige and 
strength. The whole process is surdeter- 
mined by a nationalist perspective and this 
quest for a national cohesion leads to an 
homogenising action which is contrary to 
the pluralistic and hierarchical essence of 
Hinduism. 

—This syncretism served strategic pur¬ 
poses for three related reasons. It enabled 
Hindus to use European methods (such 
as proselytism) against them—this is the 
'mimetic* dimension; it strengthened the 
self-esteem of Hindus by convincing them 
that the new prestigious values and ideas 
derived from their golden age—this is the 
‘psychological’ dimen.sion; and it remain¬ 
ed partial—which is part of the strategy 
of cultural vindication—since vedic 
precedents were also reinterpreted to 
legitimise certain cherished institutions 
such as socio-ritual hierarchy in the case 
of the varna. 



This model complies with the formula 
of Falters since it analyses the construc¬ 
tion of the Hindu nationalist ideology as 
a process primarily intended to vindicate 
a threatened culture. Simultaneously, the 
‘primordialist’ and ‘instrumentalist’ ap¬ 
proaches are questioned; on one hand 
nationalism appears to be built up 
(through the invention of the tradition) 
and on the other, the manipulation of 
identity symbols does not play any signifi¬ 
cant rote in the formation of the Hindu 
nationalist movement as an ideological 
movement. This manipulation is especial¬ 
ly relevant in the political arena where it 
enables leaders to mobilise masses. But, 
the elite resorts at that stage to symbols 
evolved or selected throughout the 
ideology building- up process. Thus, my 
hypothesis is that this construction comes 
first and stems from cultural motivations, 
even though socio-economic factors may 
intervene; the fru.stration of the Punjabi 
Hindus was a major clement in the deci¬ 
sion to launch Hindu Sabhas but their 
promoters were mostly Arya Samajists, 
and not frustrated Hindus. 
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Towards an Alternative System of 
Tax-Sharing in India 

S Gurumurthi 

This paper reviews the experience of 80 yean of lax revenue-sharing in India, including developments in lax- 
sharing arrangements under the recommendations of nine Finance Commissions, and proceeds to examine whether 
the basic system of tax-sharing should continue in its present form or whether an alternative system can be devised. 


THE recommendations of the Ibith 
Finance Commission constituted in June 
1992 would cover the period 1995-2000. 
This would mark completion of nearly 80 
years of tax revenue-sharing between the 
centre and the states in India. An analysis 
of this experience not merely makes an 
interesting case study in fiscal federalism 
but leads to certain reflections in the area 
of tax devolution from the centre to the 
states. The purpose of this paper is to 
examine this issue briefly in its historical 
perspective up to the eruurtment of the 
Constitution in 1950, atudyse the develop¬ 
ments in tax-sharing arrangements undn 
the recommendations of the nine Finance 
Commissions and proceed to see whether 
the system of tax-sharing in its present 
form should continue or whether an alter¬ 
native system is possible. As the focus is 
on the level of vertical transfers, issues 
connected with horizontal redistribution 
of devolution among the states arc beyond 
the scope of this paper. 

I 

lax-Sharing Arrangementa up to 
Enactment of Constitution 

The centre-state financial relations 
which prevailed during the period of 
about 60 years up to the passing of the 
Government of India Act 1919 witnessed 
the evolution of a system of allocation 
called *provincial financial settlements’ 
under which certain fixed grants and 
whole or part of specified heads of 
revenue were made available from the cen¬ 
tral government to the provinces. The 
allocations rruidc to the states were largely 
a result of history since “no definite stan¬ 
dards of needs had been evolved”.' The 
Joint Select Committee of I^rliameni on 
Draft Rules under the Government of 
India Act 1919, while opposed to any at¬ 
tempt to provincialise income-tax, was 
inclined to recommend some share in 
income-tax to the provinces limited to the 
growth in revenue from income-tax which 
could be attributable to an increase in the 
amount of income assessed in each pro¬ 
vince. This development marked the 
emergence of income-tax as a balancing 
factor in the centre-state financial rela¬ 
tions. From this period up to the time 


Government of India Act. 1935 was passed 
there were several enquiries into the 
question of tax devolution between the 
centre and the provinces when the “idea 
of devolving the whole of income-tax to 
the provinces leaving the centre to cover 
the consequent deficit by provincial con¬ 
tributions was abandoned and a measure 
of elasticity in the distribution of income- 
tax was introduced by limiting the provin¬ 
cial share to a part of the net process and 
giving the centre power to retain, for a 
transitional period, a fixed amount out of 
the provincial share to give it time to ad¬ 
just its finances”.- 

Government of India Act, 1935 envisag¬ 
ed the assignment and distribution among 
the provinces and the states which acced¬ 
ed to the Indian federation, a share in the 
net proceeds of taxes on income other 
than agricultural income except insofar as 
the proceeds represented proceeds at¬ 
tributable to chief commissioners’ pro¬ 
vinces or to taxes payable to federal 
emoluments. The act also provided that 
duties on salt, federal duties of excise and 
export duties, while they should be levied 
and collected by the federation, could be 
assigned and distributed either wholly or 
partly to the provinces by necessary 
federal legislation. The provincial share in 
income-tax was fixed at 50 per cent of the 
net proceeds based on the recommenda¬ 
tions of Sir Otto Niemeyer. The states’ ver¬ 
tical share in income-tax continued at 50 
per cent till the First Finance Commission 
stepped it up to 55 per cent in 1952. 

At the time of drafting the new Con¬ 
stitution. the financial relations between 
the centre and the slates were examined 
by an expert committee headea by 
N R Sarkar. The provisions of the Con¬ 
stitution of India in 1950 were by and 
large based upon the division of revenue 
and powers of taxation embodied in the 
Government of India Act, 1935 except in 
a very few matters. It should be mention¬ 
ed that it was the Sarkar Committee which 
suggested that a Finance Commission 
should be set up to deal, among other 
things, with matters connected with the 
division of revenues between the centre 
and the units and the distribution among 
the units of their shares. 


11 

Tax-Urvoluli«m under 

Rerommendaliuna of Finanrt* 
('ummiaaiuna 

After the enactment of the Constitution 
in 1950, there have so far been nine 
Finance Commissions and the Tenth 
Finance Commission has been appointed 
in June 1992. 

(a) Income-Tax 

The First Finance Commission (1952), 
held that it was undesirable to concentrate 
on iiKome-tax as a balancing factor in the 
adjustment of the resources between th6 
centre and the sutes, but still it increased 
the divisible pool in income-tax from 50 
to 55 per cent mainly on account of the 
fact that as against nine states which were 
entitled to a share in income-tax earlier 
there would now be 16 states among 
whom the share had to be distributed con¬ 
sequent on their integration with the rest 
of India. The Second Finance Commis¬ 
sion constituted in 19.56, while holding 
that the income-tax ceased to be an 
expanding source of revenue, raised the 
percentage of the divisible pool from 55 
to 60 per cent mainly to satisfy the 
unanimous desire of the stales for a larger 
share. Prior to the constitution of the 
Third Finance Commission in I960, an 
important development took place in the 
field of income-tax when an amendment 
mainly aimed at simplification in the 
scheme of company taxation resulted in 
the entire income-tax paid by companies 
being defined as corporation tax. This 
change, however, created a major irritant 
in the centre-state Financial relations since 
the corporation tax, according to the 
Constitution, is not shareable with the 
states. The Third Finance Commission, 
sympathising with the states which had 
suffered a loss of revenue on this account, 
increased the share of the slates from 60 
to 66 Vi per cent of the net proceeds of 
the income tax. The Fourth Finance Com¬ 
mission stepped up this level to 75 per cent 
taking into consideration the fact that the 
corporation tax was showing greater 
buoyancy than income-tax after the 
amendment to the Income Tax Act in 
1959. While the Fifth Finance Commis- 
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Sion chose to maintain the divisible pool 
at the level of 75 per cent, the Sixth 
Finan^ Commission suggested a modest 
increase from 75 to 80 per cent. The 
Seventh Finance Commission took the 
view that the central government was hav¬ 
ing recourse to surcharge on income-tax 
by increasing the rate from 10 to 15 per 
cent more as a revenue-raising measure 
rather than for meeting any specific union 
purposes. The commission held that the 
surcharge continued indefinitely could 
very well be called additional income-tax 
shareable with the rest of the proceeds of 
income-tax but as the surcharge is not 
shareable with the states as per the con¬ 
stitutional provisions, the commission 
decided to increase the divisible pool from 
80 to 85 per cent. The Eighth and Ninth 
Finance Commissions have maintained 
the divisible pool at this level because they 
have felt that any further increase beyond 
85 per cent may not be pragmatic. 

(b) Union Excise Duties 
Unlike income-tax which is compulsori¬ 
ly shareable with the states, the states do 
not have any constitutional right to a 
share in the union excise duty. While the 
union excise duties were not actually 
shared between the centre and the pro¬ 
vinces before independence, some 
arrangements existed for sharing .some of 
the excise duties on items like matches, 
sugar, cigarettes and vegetable products in 
some of the former Indian states before 
their integration. These sharing ar¬ 
rangements, however, lapsed with the 
financial integration of the states with the 
rest of the country with the result no state 
was in receipt of any share in any central 
excise duty at the time of the constitution 
of the First Finance Commission in 1951. 
Further, during 1951-52. only 12 impor¬ 
tant commodities were subject to excise 
taxation and the revenue from them 
amounted to Rs 85.78 crorc representing 
16.7 per cent of the total tax revenue of 
the central government at that time. 
Ibday, the union excise duty has become 
the largest source of revenue to the cen¬ 
tre constituting nearly 43 per cent of its 
total tax revenue: The First Finance Com¬ 
mission, while underlining the need for a 
substantial transfer of resources from the 
centre to the states, made a bold recom¬ 
mendation that 40 per cent of the net pro¬ 
ceeds of the excise duties on tobacco 
including cigarettes and cigars, matches 
and vegetable products should be assign¬ 
ed to the states. Meanwhile the growth of 
excise duties itself had registered a sharp 
increase from Rs 85 crorc in 1952 53 to 
Rs 260 crorc during 1957-58 mainly due 
to the increase in the number of excisable 
commodities from 13 to 29. The Second 
Finance c:ommi.ssion increased the divisi¬ 


ble pool to cover the excise duties on 
sugar, tea, coffee, paper and vegetable 
non-essential oils in addition to matches, 
tobacco including manufactured tobacco 
and vegetable products but fixed the 
states' share at 25 per cent of the yield on 
these items as against 40 per cent on the 
three items fixed by the First Finance 
Commission. The Third Finance Com¬ 
mission, taking into account me im¬ 
pressive growth in the yield from excise 
duties of Rs 383 crorc during 1960-61, 
n.xed the divisible pool at 20 per cent of 
the net proceeds of union excise duties on 
all commodities on which the duties were 
collected during 1960-61 except the duty 
on motor spirit and those items on which 
the yield was below Rs 50 lakh a year. 
The Fourth Finance Commission recom¬ 
mended 20 per cent of the excise duties 
on all commodities without excluding any 
items. According to their estimates. 20 per 
cent of the entire proceeds from excise 
duties was equal to 30 per cent of the yield 
from 35 commodities listed by the Third 
Finance Commission. The Fifth and Sixth 
Finance Commissions chose to retain the 
divisible pool of 20 per cent of the excise 
duties. The Seventh Finance Commission 
in 1977 steeply increased the divisible pool 
of union excise duties from 20 to 40 per 
cent at a single stroke since they not only 
felt that the bulk of fiscal transfers to the 
states should be by way of tax-sharing but 
union excise duties should have a pre¬ 
dominant role in the fiscal transfers to the 
states. The Eighth Finance Commission 
(1984) stepped up the vertical transfers 
under union excise duties by another 5 per 
cent taking the divisible pool to 45 per 
cent though they earmarked the addi¬ 
tional 5 per cent for the post-devolution 
deficit states only. The Ninth Finance 
Commission has retained the divisible 
pool of union excise duties at 45 per cent. 
(C) Other Taxes and Duties 

With the abolition of jute export duty 
and tax on railway passenger fares long 
time ago and doing away with estate duty 
in 1985, the only .significant item under 
this category is the additional duties of 
excise in lieu of sales tax. 

In pursuance of an agreement reached 
in the National Development Council in 
December 1956 the states agreed to refrain 
from exercising their power to levy sales 
tax on mill-made textile.s. tobacco in¬ 
cluding manufactured tobacco and sugar 
in lieu of .share in additional exci.se duties 
to be levied by the centre. This is in the 
nature of a tax rental arrangement. The 
additional duties of excise levied and col¬ 
lected by the centre are distributed fully 
among the states except those proceeds at¬ 
tributable to union territories. While the 
states are even now free to reimpose sales 


tax on these commoditia theie aic two 
disincentives. First, a sute which chooses 
to reimpose sales tax would lose its share 
in the proceeds from additional excise 
duties. Secondly, in view of sections 14 
and IS of the Central Sales Tax Act under 
which these items have been declared as 
goods of special importance in inter-state 
trade and commerce, the rate of sales tax, 
even if reimposed by the stales, cannot 
exceed 4 per cent. The states in general 
have expressed dissatisfaction with the tax- 
rental arrangement because the centre 
could not achieve the level of clearances 
as promised to the states within the 
stipulated time largely due to the exemp¬ 
tions given, by them with the result the 
growth rate under the additional excise 
duties has been far below the rale of 
growth of sales tax in the case of several 
states. A study by the National Institute 
of Public Finance and Policy has esti¬ 
mated the loss of revenue to the states on 
account of exemptions for items like 
khandsari sugar, unmanufactured tobacco 
and certain items of textiles at around 
Rs 2,500 crore, though exemptions in the 
case of items like khadi and handloom in¬ 
cluding silk would be justified on various 
other counts. 

Ill 

An Alternative Approarh to 
lax'Uevulution 

There are two schools of thought on the 
present level of vertical tax-devolution 
from the centre to the states. One school 
is of the view that tax-devolution to the 
states is rather excessive. According to 
Raja Chelliah, who was a member of the 
Ninth Finance Commission, the Ninth 
Finance Commission’s analysis indicated 
that the weight of devolution in the total 
transfers by Finance Commissions had 
become a little loo high with the result 
that enough equalising grants could not 
be recommended.' According to the se¬ 
cond school, however, the vertical devolu¬ 
tion is not adequate since there has vir¬ 
tually been no increase in the vertical 
transfers for the last 15 years except the 
increa.se of 5 per cent in union otcise 
duties under the recommendations of the 
Eighth Finance Commission while the 
cxntre has not made any move to make 
either the corporation lax or surcharge on 
income-tax divisible despite recommenda¬ 
tions by the Finance Commissions and, 
more recently, by the Sarkaria Commis¬ 
sion on centre-slate relations to include 
corporation lax in the divisible pool. 

While there are grounds to support 
both points of view, one way of ap¬ 
proaching this issue would be to look at 
the behaviour of vertical transfers as a 
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peicentate of gross tax revenue of the cen¬ 
tre. Table I shows tax-devolution to the 
states as a percentage of the gross tax 
revenue of the centre for the last 40 years. 
It may be seen that tax-devolution to the 
states as a percentage of the total tax 
revenue receipts of the centre increases 
from 15.7 per cent during 1952-57 to 20.3 
per cent in 1977-78. The percentage jumps 
to 28.44 per cent in 1979-80 and 28.77 in 

1980- 81 which could be explained by the 
sharp hike in the divisible pool of union 
excise duties from 20 per cent to 40 per 
cent under the recommendations of the 
Seventh Finance Commission. But it may 
be seen that this percentage starts show¬ 
ing a declining trend after 1980-81 and 
stabilises around 25 per cent during the 
last six to seven years. This is despite the 
increase in the divisible pool of union 
excise duties by 5 per cent from 40 to 45 
per cent during 1985-86. Though the 
percentage increased to 26.11 in. 1985-86 
from 24.61 in 1984-85, it cannot be con¬ 
sidered significant in view of the fact that 
the percentage was as high as 26.92 in 

1981- 82 while it drops to 25.81 in 1986-87. 
The fluctuations in the percentages over 
the years are due to various reasons. These 
include factors like the recommendations 
of the Fifth Finance Commission to 
distribute advance tax collections of 
around Rs 270 crore during the period 
1969-72 which accounts for a sharp in¬ 
crease of 3 per cent over the 1968-69 level. 
For the purpose of our analysis it is not 
necessary to go into the micro-level fac¬ 
tors contributing to such fluctuations. The 
main point sought to be highlighted in this 
analysis is that tax-devolution which, as 
a percentage of gross tax revenue of the 
centre, rose to nearly 29 per cent in 
1980-81 has not been maintained at that 
level but has actually registered a decline 
of the order of 3 per cent in the follow¬ 
ing 12 to 13 years. 

The 3 per cent drop in the tax- 
devolutio.'i percentage and its stabilisation 
around 25 per cent of the gross tax 
revenue during the last 8 to 10 years makes 
one wonder what could have brought 
about this decline particularly when the 
divisible pool of the excise duties went up 
by an additional 5 per cent during this 
period. The possible explanation to this 
phenomenon could be that the additional 
r^urces mobilisation efforts of the cen¬ 
tral government during the last decade 
have been pronounced on items which are 
not shareable with the states like customs 
duty, corporation tax and surcharge on 
income-tax. Had the additional resource 
mobilisation effons been spread uniform¬ 
ly over all the taxes covering income-tax 
and union excise duties, the percentage 
could not have possibly come down by 3 
per cent. This pattern of tax-devolution 


during the last 15 years is one of the 
reasons for us to consider if a system of 
tax-devolution at a fixed percentage of 
gross tax revenue instead of varying 
percentages of certain selected taxes could 
be a better alternative to the present 
system. 

Before examining the alternative system 
from several other angles, we shall briefly 
discuss the views expressed on such a 
system by others. Raja Chelliah has sug¬ 
gested that the centre could share 25 per 
cent of its total revenues with the states 
and the centre could vary the composition 
of its tax revenues as it thinks best with¬ 
out affecting the states.* The Sarkaria 
Commission on centre-state relations, 
which examined the suggestion of keep¬ 
ing total revenues of the centre in the 
divisible pool, has taken the stand that 
while there is no particular advantage in 
bringing all tax receipts in the divisible 
pool, it may, on the other hand, place the 
union at a disadvantage.* The commis¬ 
sion has also not favourably reacted to the 
suggestion that the percentage shares of 
states should be built into the Constitu¬ 
tion and the Finance Commission should 
concern itself only with the division of 
such resources among these states. Accor¬ 
ding to the Sarkaria Commission, the 
states would be pul to greater disadvan¬ 
tage if the percentage shares in^axes were 
to be fixed in the Constitution itself.* 
The views expressed by the Sarkaria Com¬ 
mission on both making tax-devolution as 
a percentage of total tax-revenue and 
fixing the percentage of share in taxes in 
the Constitution, are, however, not sup¬ 
ported by a detailed analysis of the issues 
involved. The Ninth Finance Commission 
has made a passing reference to the sub¬ 
ject in its first report stating that in 
smaller, more developed and more homo¬ 
geneous federations like Switzerland and 
M^t Germany, the extent and methods of 
revenue sharing are largely specified in the 
Constitution itself and any change re- 
.quirds an amendment of the Constitution 
through a referendum.'' While the Ninth 
Finance Commission fell that such a 
system could help in bringing remarkable 
stability to fiscal policy and greater inner 
strength to the policy regime, it would not 
be operational in a large, heterogeneous 
less developed country like India." It is, 
however, interesting to note that as early 
as 1965, the chairman of the Fourth 
Finance Commission. P V Rajamannar, 
in a supplemental note appended to the 
main report of the Finance Commission, 
argued not only for fixing the shares of 
the union and the stales but even the 
general principles and criteria for 
redistribution also in the Constitution: 

A scheme may be devised to avoid uncer¬ 
tainty and speculation as to the allocation 


of the dWtstblc taxes and dui'ies like 
income-tax and exdse duties. Several states 
have pleaded before successive Finance 
Commissions for varying proposals of 
allocation, some going to the extent of 
allocation of 100 per cent to the states in 
the case of income-tax proceeds. A defi¬ 
nitive allocation by way of percentage of 
shares of the union and the states respec¬ 
tively may be fixed by the Constitution 
itself.'' 

Bhabaiosh Datu, in a similar minute to 
the Report of the Fbuiih Tinance Com- 
mis.sion, pleaded for a re-examination of 
the Constitutional provisions for ensur¬ 
ing a more flexible devolution scheme. He 
fell that potentials available under Article 
269 had not been adequately exploited.'” 
Even the Second Finance Commission 
(1957) drew attention to certain constitu¬ 
tional implications of the changing pat- 
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1966-67 
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1970-71 
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1062 
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1170 
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1977-78 
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10525 
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67300 
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tern of financial relations between the 
union and the states. 

Among the shared taxes, income-tax is los¬ 
ing its dominant position. The amount of 
excise revenues given to the states by .he 
First Finance Commission was about one- 
third of the amount devolved through the 
share of income-tax. According to our 
recommendations this proportion will rise 
to nearly one-half and it seems inevitable 
that it will continue to rise still further. 
With the levy of estate duty and tax on 
railway passenger fares. Article 269 is an 
important source of revenue to the states. 
The scope of the work of the Finairee 
Commission in assessing the needs of the 
states has become restricted as a result of 
setting up of the Planning Commission. 
For all these reasons it is for considera¬ 
tion whether time is not ripe for a review 
of the Constitutional provisions dealing 
with financial relations between the union 
and the states." 

We thus see there are different views in 
the matter of including all taxes in the 
divisible pool are fixing the share of the 
states in the Constitution itself. We would 
now proceed to sec what could be the ad¬ 
vantages from having devolution as a 
fixed percentage of the entire tax revenue 
of the centre. We would like to approach 
this question starting from an important 
obsemtion made by the Third Finance 
Commission in 1961. To the request by 
certain sutes that the entire net proceeds 
of the income-tax should be assigned to 
the states, the Third Finance Commis¬ 
sion’s response was that "in the case of 
a divisible tax in which there was 
obligatory participation between the 
union and the states, a sound maxim to 
adopt would be that all participating 
governments, more particularly the one 
responsible for levy and collection, should 
have a significant continuing interest in 
the yield of the tax".*’ This observation 
was endorsed by its successor commis¬ 
sions. namely, the fourth, fifth and sixth 
commissions. Though these observations 
were purely in the context of increasing 
the divisible pool of the income-tax. it has 
an important message for practitioners 
and students of fiscal federalism. The 
higher buoyancy exhibited by the corpora¬ 
tion tax during the last IS-20 years com¬ 
pared to income-tax can be explained to 
some extent by this principle after the 
divisible pool of the income-tax reached 
80 per cent in 1973 and 8S per cent in 1978 
leaving just IS per cent for the centre. The 
corporation tax which was Rs 39 crore in 
i9S0-SI while income-tax collections were 
Rs 134 crore crossed income-tax proceeds 
by 1977-78 and continues to be higher all 
these years. This can also be appreciated 
from Table 2 which gives the change in 
compositiofi of central tax revenues over 
the last 40 years. In this connection it may 
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be mentioned that the Mahamshtra 
government had suggested to the Niqth 
Finance Commission that in order to sus¬ 
tain the interest of the central government 
in income-tax the states’ share could be 
reduced to 75 per cent from 85 per cent 
while at the same time 20 per cent of the 
corporation tax should be assigned to the 
states by amending the Constitution.'-' 
Secondly, the potentials available under 
Articles 268 and 269 of the Constitution 
which have been either not exploited or 
have been under-exploited should al.so be 
studied against the same principle that the 
government responsible for levy and col¬ 
lection should have a significant interest 
in the yield of the tax. According to the 
Constitution, the tax potentials available 
under these articles could be levied only 
by the central government but the entire 
proceeds are either appropriated by or 
made available to the sutes. The Eighth 
Finance Commission, which was given a 
specific term of refereiKe to examine the 
scope for enhancing revenues from taxes 
and duties mentioned in these articles, 
found that there was some scope for revis¬ 
ing the rates of stamp duty payable on 
tetters of credit, general ihsurance in¬ 
cluding marine insurance and bills of 
lading. Further, that commission observ¬ 
ed that there was scope for raising revenue 
by levying a tax on advertisements 
publishnl in newspapers and journals.'^ 
The ministry of finance which had 
estimated in 1982 that the revenues from 
advertisements in newspapers and 
periodicals might be of the order of 
Rs 400 to Rs 500 crore per annum, 
did not envisage any administrative 
problem or difficulty in levy and 
collections of such taxes.'' Even though 
the recommendations of the Eighth 
Finance Commission were made in 1984, 
no follow-up action has been uken on any 
of these recommendations. More recently, 
the Sarkaria Commission on centre-state 
relations has also recommended amending 
the provisions of the Constitution under 
Article 269 to include advertisements 
broadcast by radio and telecast by televi¬ 
sion to faciliute levy of similar tax on 
these advertisements too.'* Further, the 
rates of stamp duties on instruments like 
bills of exchange, promissory notes 


payable otherwise than on ttemand, let¬ 
ters of credit, transfer of shares, proxies 
and receipts have not been revised after 
1976. Simtlarly the rates of excise duty on 
riiebicinal and toilet preparations have 
also not been revised after 1982. Several 
states are of the view that the central sales 
tax of 4 per cent on inter-state sale and 
purchase of goods is quite low compared 
to sales Ux rates levied by states on com¬ 
modities and needs to be stepped up. 
These facts tend support to the thrary that 
the potentials available under these ar¬ 
ticles might have been exploited much bet¬ 
ter if the central government also were en¬ 
titled to a share in the yield from these 
taxes and duties. The dissatisfaction of the 
states with the tax rental arrangement in 
respect of additional excise duties on 
textiles, tobacco and sugar in lieu of sates 
ux has also to be appreciated against the 
background of the same principle. These 
developments also support the need to 
switch over to a system of tax-sharing ar¬ 
rangement where both the centre and the 
states will have a share in the yield from 
all taxes levied by the centre. 

Thirdly, the alternative system sug¬ 
gested in the paper could also help to 
make the central tax structure more 
equitable and simple. Earlier, we saw that 
the decline in the Ux-devolution percen¬ 
tage could be attributed to the relatively 
larger reliance placed by the centre on 
non-shareabte taxes like the customs duty, 
corporation tax and surcharge on income- 
tax in preference to income-tax and ui.ion 
excise duties. We noted how in absolute 
terms collections from the corporation lax 
which were lower than income-tax collec¬ 
tions till the early 70s have exceeded the 
income-tax collections after 1978-79. The 
excessive reliance on import duties is also 
reflected in the high rates of customs 
duties which have their adverse impact on 
industry and trade. Further, after the 
Finance Commissions started raising the 
divisible pool of union excise duties, there 
has been a tendency on the part of the 
(xntre to earmark part of excise duties in 
the form of cesses like cess on crude oil 
with the result they are not available to the 
divisible pool. As special excise duties 
which were levied in 1963 in the context 
of national emergency exclusively for the 
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1 Income lax 

145.99 

28.5 
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10.5 

2 Corporation tax 

41.41 

8.1 
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11.3 

3 Union excise duly 

85.78 

16.7 
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42.8 

4 Customs duly 

231.69 

45.2 

22895 

35.4 

All union taxes 

512.65 
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union purpuim were noi snareable with 
the states and continued for quite some 
time, the Fourth Finance Commission 
recommended inclusion of proceeds of 
special excise duties in the divisible pool 
from 1972-73. The Sixth Commission 
similarly included auxiliary excise duties 
in the divisible pool from 1976-77. The 
practice of earmarked cesses and the 
tendency to increase the administered 
prices instead of increasing the exdse duty 
rates have also been a source of irriution 
in centre-state relations as the sutes feel 
that these are undertaken mainly with a 
view to prevent the states from claiming 
a share in the additional resources 
mobilised through such measures. There 
are a laige number of items like tea, sugar, 
bidi, tcitiles, paper, jute manufacturs and 
automobiles on which regular excise duties 
as well as cesses are leviable while there 
are other types of cesses on iron ore; coat, 
etc, on which no excise duty is- leviable. 
The Ninth Finance Commission, in its 
first report, has observed that additional 
excise duties on textiles and textile articles 
are nothing but earmarked levies as their 
proceeds are spent for financing con¬ 
trolled cloth and the Janata cloth 
schemes.'^ Several Finance Commissions 
have remarked that earmarked levies 
reduce the size of the divisible pool par¬ 
ticularly like the cess on crude oil which 
has a corpus of nearly Rs 3,000 crore. The 
failure to classify penalties and interest 
payments in the case of income-tax and 
the yield from the sale of properties ac¬ 
quired under pre-emptive purchase 
scheme in metropolitan cities under tax- 
heads has also bMn a bone of contention 
between the centre and the states. Four¬ 
thly, keeping tax-devolution as a fixed 
percentage of gross tax revenue would 
bring about .some stability to the fiscal 
policies of the central government. If 
vertical transfers from central tax revenues 
are susceptible to changes at the interval 
of every five years, formulation of a long¬ 
term fiscal policy becomes difficult. 

In view of the foregoing reasons, it 
seems advantageous to move towards a 
system of making vertical transfers in tax- 
devolution as a percentage of gross tax 
revenue instead of keeping only certain 
taxes as divisible and keeping others out¬ 
side the divisible pool. Secondly, it seems 
necessary to fix the percentage which 
could remain in force at least for some 
length of time, a minimum period of 
IS-20 years. This could be done by fixing 
the share in the Constitution itself with 
the proviso that this would be reviewed 
once in a period of IS-20 years probably 
through the mechanism of the Finance 
Commission. The next question is what 
should be this percentage? Earlier we 
referred to Chelliah’s suggestion that 2S 
per cent of the centre’s gross tax revenue 


could be shared with the states, ^s the 
devolution currently works out to 25 per 
cent of centre’s tax revenue, Chelliah has 
preferred to maintain this at its existing 
level. There is, however, a basic difference 
between Chelliah’s approach and the 
model advocated in this paper. While 
Chelliah has conceived devolution as a 
fixed percentage of only the existing taxes 
levied by the centre, namely, income-tax, 
corporation tax, union excise duties and 
customs duties, the model proposed by us 
would include, in addition to the above 
taxes, taxes and duties coming under 
Articles 268 and 269 for the reason that 
the union government responsible for levy 
of these taxes should have a sustaining in¬ 
terest in the yield from them. The nature 
of taxes and duties mentioned in Articles 
268 and 269 of the Constitution is such 
that they have to be uniform throughout 
the country and are best levied by the cen¬ 
tre and not suitable for being delegated 
to the states. However, as noted earlier, the 
provisions available under these articles 
have either been not exploited or inade¬ 
quately exploited presumably due to the 
fact that the centre hardly gets any benefit 
from any of these taxes and duties. It is 
mainly to correct this position that we 
have proposed including all these taxes 
and duties under the total tax-revenue of 
the centre a percentage of which would be 
fixed as devolution to states and the cen¬ 
tre would be entitled to a major share in 
the yield from these items. In the same 
breath the gross tax revenue would also 
include additional excise duties in lieu of 
sales tax. This shift would mean that the 
share of the states under these items, 
namely, stamp duties and excise duties on 
medicinal and toilet preparation under 
Article 268, central sate tax on inter-state 
sate under Article 269 as well as addi¬ 
tional duties of excise in lieu of sate tax 
on textile, sugar and tobacco now assigned 
to the-states fully, would no longer be 100 
per cent but would stand reduced to the 
same level at which the tax-devolution 
percentage is fixed. It would therefore be 
necessary to take care of this factor in fix¬ 
ing the percentage of tax-devolution. Cur¬ 
rently the yield under these items works 
out to about 12 per cent of the centre’s 
gross tax-revenue as shown below; 


(Rs €-niivf 


(1) Stam|> duties 

1990 91 

2.mi 

(2) Ceniral sales lax 

3,105 

(3) Additional excise duties 

in I'ei, ol sales tax 

1.500 

(4) Duties on medicinal and 

alcoholic preparation 

40 

'foial 

A.832 

Centre’s gross tax receipts 

57.576 


Adjusting for this factor, it would be 
reasonable to fix tax- devolution at 33.33 
per cent of the centre's gross tax-revenue 
inclusive of items mentioned in Table A. 
In'other words one-third of the centre’s 
gross tax-revenue could be passed on to 
the states as devolution with the centre re¬ 
taining the remaining two-thirds. This will 
represent a good balance in tax-sharing 
between the centre and the slates. It 
should be pointed out that out of the 
seven duties and taxes listed under Article 
269, only one item, namely, tax on inter¬ 
state sales of goods, is currently being 
levied. While taxes on railway fares and 
freights and estate duty were levied for 
some time and abolished, the tax on 
advertisements in newspapers is yet to be 
levied, not to speak of the need to amend 
the provisions to include advertisements 
on radio and television. There are also 
other taxes like terminal taxes on goods 
and passengers carried by railway, sea or 
air, taxes other than stamp duties on tran¬ 
sactions, in stock exchange and future 
markets, and taxes on sale or purchase of 
newspapers, which find a mention under 
Article 269 but are not levied at present. 
In the long run the alternative system 
could work to the advantage of both the 
centre and the states because tire states 
would expect the centre to exploit the 
available lax potentials uniformly in¬ 
cluding the Articles 268 and 269 instead 
of relying on some selective items. It 
would also be much easier to carry out tax 
reforms particularly in the area of import 
tariffs and corporation tax if the tax- 
devolution for the states were to be fixed 
as a percentage of the centre’s gross tax- 
revenue without compartmentalisation of 
taxes as shareable and non-shareable. It 
would, however, be necessary to ensure 
that the stales’ interests are fully proleaed 
and that no items of tax revenue are kept 
outside the tax-revenue heads if this model 
were to be adopted. For this purpose, all 
pending issues like penalties and interests 
on income-tax. realisation from the sale 
of properties acquired under pre-emptive 
purchase scheme, earmarked cesses and 
administered price increases have to be 
settled to the satisfaction of the stat^ 
Similarly any surcharge either on excise 
duly or income-tax or any other duties 
will have to form part of the total tax- 
revenue shareable with the sutes. It seems 
desirable to bring about fundamenul 
changes in the pattern of tax-devolution' 
between the central government and the 
stales on the lines proposed leaving the’ 
present jurisdiction of the stales and the' 
centre in respect of the taxing powers 
undisturbed. 

The question then one asks is what is 
the role of the Finance Commission r'nce 
the level of vertical transfers is fixed in the 
Constitution? The Finance Commission 
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should continue to be appointed every five 
years as at present and it will look into 
horizontal redistribution of the gross tax 
revenue among the states and need for 
grants-in-aid. The horizontal distribution 
of the fixed percentage would become a 
much more challenging and difficult task. 
The Finance Commission would also con¬ 
tinue to look into the needs for upgrada- 
tion of various sectors of administration. 
The model recommended in this paper, 
though similar in some respects to the one 
prevailing in Germany, is still quite dif¬ 
ferent. In the case of Germany the percen¬ 
tage shares between the federal govern¬ 
ment and the states are laid down in the 
Constitution, namely, SO per cent in the 
case of corporation tax and 42.S per cent 
in the case of income tax while the percen¬ 
tage share in the case of value added lax 
is subject to negotiations between the 
federal government and the states at 
periodical intervals of five to six years. 
What we have suggested in this paper is 
that devolution should be fixed at a 
particular percentage of the entire tax 
revenue of the centre without compart¬ 
mentalising the percentage shares in the 
case of individual taxes. While it cannot 
be claimed that the proposed alternative 
system is superior to the present system, 
it holds out the potential of making the 
taxes mote buoyant than present and thus 
could prove advantageous both to the cen¬ 
tre and the stales besides bringing about 
some equity in the central tax structure. 
One way of a.scertaining the reaction of 
states and centre to such a system would 
be to give a supplementary term of 
reference to the Icnth Finance Commis¬ 
sion which could examine this approach 
in consultation with the state governments 
and make specific recommendations to 
the government of India on the feasibility 
of the alternative system. Though the 
Tenth Finance Commission has been 
asked to give its report by November 1993 
it could be giver an extension of time at 
least by another eight to nine months since 
its report would be acted upon by the 
government only before the budget for 
1995-% is formulated, namely, around 
September-Oclober 1994. 

In conclusion, though the alternative 
model advocated in this paper is primarily 
in the Indian context, it is found^ on two 
principles which have relevance to any 
federal system, namely, (i) composition of 
tax revenues is subject to changes over a 
period of time and a fixed percentage 
share of the gross tax revenue could pro¬ 
se more buoyant in the matter of revenue- 
sharing between a federal government and 
the provinces than varying percentages of 
selective tax items; and (ii) the government 
responsible for levy and collection of a tax 
should be entitled to a significant share 


in the yield from the tax for sustaining its 
interest. The Indian experience for the last 
80 years provides empirical evidence in 
support of these two principles. This 
model thus has the potential of being ap¬ 
plied in other federal economies as well 
in the matter of lax revenue- sharing bet¬ 
ween the federal government and the 
provinces. 
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Salinastroika and Other Novel Ideas 

l)n\i<l Bnrkin 

Economic rrform in Mexico did spark an eariy revival of growth, but the short-term gains are coming at the 
cost of the dismantling of the economy and disintegration of the society. Competing imports have displaced entire 
segments of industry oriented towards the internal market; producers often transform themselves into importers. 
The plight of rural producers is even more dire; the onslaught against the peasantry has intensified. The apparent 
beneficiaries of an internationalised economy, such as the assembly operations, the auto and computer industries, 
the financial intermediaries and tourism, are certainly generating attractive profits for their owners and sizeable 
volumes of‘non-traditionaTexports, but they do not create sufficient employmen^opportunities to meet the needs 
of the labour force, nor will they redistribute income since they are tightly controlled by a small financial elite. 


MEXICO has become the wunderkindof 
the western world, a showcase of neo- 
liberal economic reform. But behind the 
quantitative success are the unmistakable 
signs of economic decline and social 
neglect. In its foolhardy immersion into 
the heady waters of global economic inte¬ 
gration, Mexico and its people arc being 
buffeted by a profound series of changes 
in virtually every dimension of life.' 

Transcending the narrow limits of 
economic policy, a new group of 'cienti- 
ficos’^ broadened the state’s scope of ac¬ 
tion by initiating a series of social and 
technological innovations which are 
changing relations among social groups 
and transforming space in Mexico. Struc¬ 
tural imbalances, social polarisation, and 
personal hardship are swept under a pile 
of self-aggrandising felicitations from the 
national and international press. An inner 
circle of Mexican financiers has been 
handsomely rewarded for its support of 
this radical model which so thoroughly 
disregards the needs of the Mexican peo¬ 
ple. The current administration also has 
been generous in facilitating foreign 
participation, converting ‘distant neigh¬ 
bours’' into active partners for restruc¬ 
turing the Mexican economy. In return, 
the international financial community has 
joined the celebration, channelling new 
funds to Mexico in spite of its own rules 
and practices which should limit such 
transfers to reduce their risks, given the 
fragility of the present situation. 

In a seemingly magical succession of 
events, structural imbalances and social 
dislocations have been transformed into 
propagandistic victories: 

(1) in spite of its continuing growth, the 
large international debt, once the pretext 
for a draconian stabilisation programme, 
has apparently ceased to be a threat 
because the international hanking com¬ 
munity is again supporting the Mexican 
government; 

(2) the spectre of hypcrinllation con¬ 
tinues to be conjured up in the political 
and economic discourse, permitting the 
maintenance of selective wage controls 
and bountiful profits for privileged pro¬ 


ducers in spite of sharply lower rates of 
inflation; 

(3) an unprecedented balance of pay¬ 
ments deficit, heralded as evidence of in¬ 
ternal vigour, is financed by foreign 
capital which is handsomely rewarded for 
prolonging the life of the overvalued peso 
and for creating the facade of a successful 
economic reform package; 

(4) as the decline in domestic purchas¬ 
ing power and competition from cheap 
imports have been decimating domestic 
manufacturing for more than a decade, 
the regime has rewarded select groups of 
consumers with attractively priced inter¬ 
national consumption produas previously 
unavailable locally; 

(5) although stabilisation policies are 
swelling the ranks of the poor and hoards 
of itinerant small merchants crowd out 
established bu$ines.ses in the market and 
on the sidewalks, the government boasts 
of its anti-poverty programme which is ef¬ 
fectively structured to purchase political 
support and defuse dissent in marginal 
areas; 

(6) the centrali.saiion of control over the 
nation’s productive and financial re.sour- 
ccs was accelerated by widely acclaimed 
privatisation of parasiule enteiprises and 
banks; and 

(7) a complex and onerous package of 
tax reforms whicli is depressing economic 
activity and lediicing the social wage -a 
package described as fiscal leirorism by 
both workers and businesses-- is officially 
a success sioi) since the budget is in 
surplus and die buieaiicracy is shtiiikiiig. 

The .Mexican goveriiineni has adeptly 
forged an alliance of forces—domestic 
and international - which also glorifies its 
contribuiion to reshaping international 
economic relations in the western hemi¬ 
sphere. The coiiiersione of its interna¬ 
tional ecoiioiiiic policy has been the of¬ 
ficial iniliaiive to recast North America 
by extending the Canada-United States 
free trade area to include Mexico and then 
to permeate the rest of the l.atin Aineiican 
economic space.' The North American 
f ree Trade Area (NA|- l A), under negotia¬ 
tion since l':NO. is an essential insiiument 


iti this restructuring. This concerted effort 
by the executives of the three countries to 
irreversibly iiiodity productive and social 
structures, has evoked a remarkable 
groundswcll of opposition from new 
trilateral (C'anada- US-Mexico) alliances of 
grassroots groups from many different 
sectors as well as broad national coali¬ 
tions. As the negotiations advanced, this 
grassroots opposition has found unac¬ 
customed allies; joining'ihe fray against 
the trade agreement, Mexican business 
groups from a broad range of industries 
arc beginning to realise that the hardships 
faced by the Canadian counterparts pro¬ 
bably offer a taste of things to come in 
Mexico; similarly, the recent decision by 
the US Supreme Court to vindicate the 
abduction of a Mexican citizen by US 
police forces acting cxtraterritorially rein¬ 
forces the fears of human rights groups 
in the three countries. In tha light of recent 
history, the NAI TA’s promise of higher 
incomes, greater employment and cleaner 
cnvironniciits seems more like a utopian 
pipedream, oi a politician's campaign 
rhetoric, than an achievable goal, in this 
note I propose to explain why the Mexico 
of the 90s is becoming nioic like Huxley's 
Hravc blew World than King Arthur’s 
Camcloi. 

S-M INXSIKOIKA 

Shortly after liis mauguratioii, C'arlos 
Salinas dc Cioitari undertook a scries of 
bold moves which galvanised Mexican 
scK'iety atid sparked the imagination of the 
leaders ot the world’s capitalist nations. 
Attempting to throw off the cloud tain¬ 
ting his claim to electoral victory, the new 
president unsealed several despotic leaders 
of Mexico's most corrupt industrial 
unions; ordered important business leaders 
jailed lot fraud, and underwrote a new 
social pact which contributed to the 
precipitous decline of living standards of 
Mexico’s workers and the compression of 
purchasing power of its middle class 
whose expectations are still bolstered by 
a cultural barrage promoting consumcri.sm. 

In the spirit of times, ‘Salinastroika’ was 
compared favourably with Corbachev’s 
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earth-shaking reform programme, 
neresitoika injected a burst of fresh air in¬ 
to the global search for new solutions to 
the world’s problems in the mid-80$. 
While offering a profound critque of the 
existing system, the Soviet premier offered 
a programme of radical changes for a 
stagnating society and economy. This pro¬ 
gramme, which Gorbachev claimed was 
the logical extension of the high ideals of 
the October Revolution of 1917, sparked 
a series of far-reaching political and 
economic transformations. 

Unfortunately, it seems more appro¬ 
priate to compare the Mexican situation 
with the economic decline and social 
.chaos of the post-Gorbachev era rather 
than with the principles in this political 
programme. While the western world re¬ 
joiced in the triumph of capitalism, 
foreign entrepreneurs joined a privileged 
few in the former Soviet republics to begin 
restructuring society for their own benefit, 
eliminating the multiplicity of autocratic 
processes which rigidly constrained indi¬ 
vidual initiative and creativity. The 
revellers promised that in a short period 
of time, they would unleash the vast 
natural wealth and extraordinary human 
potential locked up behind the iron cur¬ 
tain. The serious concerns expressed by 
some thoughtful sectors of Soviet society 
were dismissed; the reformers began 
-unravelling the vast array of social institu¬ 
tions which offered a safety net, guaran¬ 
teeing every segment of society some 
minimal level of access to food, shelter, 
and social services, and protecting them 
from the social horrors of destitution 
caused by unemployment, illness, or old 
age. 

Similarly, the Mexican stabilisation pro¬ 
gramme reshaped the government appa¬ 
ratus and unleashed individual initiative. 
The result .s were apparent almost im¬ 
mediately. With the drop in inflation as 
a result of lower government spending and 
declining real wages, interest tales plunged, 
and the federal budget went into surplus. 
Investor confidence ro.se as the administ¬ 
ration offered guarantees and jumped 
headlong into the negotiations for the free 
trade agreement. Mexico offered specta¬ 
cular returns on financial investments, 
and a thriving consumer demand from the 
upper layers of society offered a ready 
domestic market; foreign franchisers and 
retailers joined with local entrepreneurs 
and established chains to cater to this 
special but numerous segment of Mexico 
(some 15 million among the industrial 
labour force, established merchants, com¬ 
mercial farmers, professional groups and 
financial interests). Export-oriented 
foreign investment and industrial moder- 
nisairon fu-ther stimulated the domestic 
market, while the automobile industry 
also ihiivcs on its privileged position in 


policy circles. But most Mexicans still can¬ 
not participate: real wages for the majori¬ 
ty are still declining and absolute poverty 
is spreading, official spending on educa¬ 
tion, medical care and other social services 
is woefully inadequate, while formal 
employment opportunities are inadequate. 

After the political debacle of the 1988 
Mexican elections, the chief executive em¬ 
barked on a programme of democratisa- 
lion. The official party, PRI, attempted 
to provide more opportunity for local 
autonomy while the election laws were 
modified to assure some modicum of par¬ 
ticipation by opposition parties in the 
legislative process. Some minimal safe¬ 
guards and external checks and balances 
opened the campaigns and voting cere¬ 
mony to scrutiny and debate. A National 
Human Rights Commission was founded 
and proved more independent than its 
creators might have dreamed, while a 
growing political debate stimulated more 
grailroots organising and participation 
than the country has witnessed in its re¬ 
cent history. 

Democratisation, however, is not easily 
achieved. The continuous programme of 
regional political battles during the past 
three years demonstrates that the mere 
emplacement of the trappings does not 
guarantee the substance of democracy. 
I'he Mexican state, and its system of 
overlapping provincial elites, is very much 
concerned with defending its control of 
the nation’s wealth and power. The 
economic reorganisation offers too many 
opportunities for individual enrichment, 
for existing groups to voluntarily share 
their privileged access to the nation’s 
vaults and resources. In only a few in¬ 
stances has the state begrudgingly ceded 
its control to the moderate opposition; it 
staunchly defends its hegemony against 
the populist left Democratic Revolu¬ 
tionary Party (DRP), led by the son of 
former president Lazaro Cardenas, who 
forged a populist and socialist tradition 
by nationalising the nation’s oil reserves 
and implementing a massive agrarian 
reform (1934-40). To protect its hegemony, 
the official party mobilised the entire 
panoply of government institutions and 
resources to persuade the populous of the 
bountiful rewards that would be heaped 
upon them in return for its support on the 
ballot. The key 1992 gubernatorial elec¬ 
tions reflected the effective exercise of 
political power to purchase a political 
weal. 


Imiwi oi F.t ;)NOMK Ri-.iorm 

Since 1982. the Mexican economy has 
been profoundly reorganised. The Lopez 
Portillo government was forced to devalue 
the peso sharply after ihc western in¬ 
dustrial nations successfully forced down 


the price of petroleum. Unfortunate in¬ 
vestment decisions and poorly conceived 
economic policies further aggravated the 
country’s problems forcing it to declare a 
suspension of its foreign debt service; 
precipitating in large measure the world 
debt crisis. The apparent signs of suc¬ 
cessful correction--an early surplus on 
current account and strong retrenchment 
in the public sector—proved to be insuf- 
ncienl and short lived remedies to the pro¬ 
found problems facing the country. 

A mid-term (198S) change in public 
policy firmly positioned the De La Madrid 
administration on the path of neo-liberal 
reconstruction. lastead of reviewing the 
complex array of policies adopted to im¬ 
plement this new strategy, we will examine 
some of the most salient features of 
the new society which the programme is 
creating. 

(1) A changing incomes policy: The 
devaluation of 1982 and the inflation of 
the ensuing years contributed to a drama¬ 
tic dnriine in the real purchasing power 
of wages. With the imposition of the 
Economic Stabilisation l4cts in 1987, this 
decline was slowed somewhat, but by 
mid-1992 the value of the minimum wage 
had lost about 65 per cent of its I960 pur¬ 
chasing power to some 25 per cent of its. 
1976 zenith. Of course; because of this 
decline, the minimum wage itself acquired 
a new social significance: it no longer 
fulfils its legal mandate of ‘coming the 
basic nwds of an average family’, and 
therefore cannot be a yardstick against 
which to measure worker well-being. 
Throughout the whole formal economy, 
wage settlements were agreed to in multi¬ 
ples of this politically established floor, 
and the Social Security Institute reported 
that average wages in the industrial sector 
during the early nineties averaged about 
1.8 minimum wages; similarly, workers in 
many commercial agricultural regions 
were earning about I.S times the mini¬ 
mum. The basic market basket of con¬ 
sumption goods required for a typical 
worker’s family cost about 4.78 times this 
bench-mark in 1988, while a total family 
income of about 3 times the minimum 
(2.72) was required to not be classified as 
living in extreme poverty. The 1990 Census 
reports that 60 per cent of the households 
in Mexico received less than this standard; 
72.4 per cent earned monetary incomes 
below 4 times the minimum.^ 

(2) Differential sectoral growth in in¬ 
dustry; With the changes in the wage 
structure, the internal market contracted 
dramatically. As part of the adjustment 
process, the new jwli^ explicitly promotes 
export production rather than goods for 
the local market. The major beneficiaries 
of this new approach were the automobile 
and computer industries and Ihc maquila¬ 
dora nr export platform assembly plants. 
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The maquiladora industry grew drama¬ 
tical^ from 1982 to 1992. taking advan¬ 
tage of special legislation bestowing 
privileged tax treatment on certain exports 
to the US. By 1992, more than 2,000 
plants with about 4,80.000 employees were 
in operation; their growth was slowed in 
the last year by the recession in the US. 

Automobile production, however, soon 
became the mainsti^ of Medcan industry. 
Emerging from the doldrums of a stag¬ 
nant or declining local market, the in¬ 
dustry was repositioned to iiday a dynamic 
role in the US market; during the 1980s 
the large auto makers decided to reorient 
production of cars and auto parts towards 
oiport. Maquila production of automobile 
parts also expanded. Existing assembly 
operations were modernised and auto¬ 
mated while a showcase plant was built 
in the mid-eighties by the Ford Motor 
Company in a joint venture with the Ibyo 
company of Japan; this plant soon was 
able to ^ieve the second highest level of 
labour productivity in the world auto¬ 
mobile industry because of its design, the 
technology employed and the level of 
worker training. 

By the end of the decade, the govern¬ 
ment provided an additional stimulus for 
the industry stimulating domestic demand 
in a numbCT of ways. iVrhaps the most 
important was the ready credit policy 
which induced people Jo purchase new 
vehicles by offering special bank facilities, 
credit pools, and mutual self-financing 
schemes. Environinental considerations in 
Mexico led to a programme for the rapid 
teplacemem of over-aged private taxis and 
collective transport vehicles (e g, mini¬ 
buses and VW vans), while the imposition 
of the programme of V>ne day without a 
car’ led many people to acquire another 
vehicle to circumvent the intent of reduc¬ 
ing automobile circulation in Mexico city. 
Foreign investment and the spread of new 
marketing systems also contributed to in¬ 
creased demand. 

The electronic equipment industry in 
general, and computers in particular, also 
enjoyed dynamic growth. For years, the 
maquila sector had been exporting parts 
for electronic apparatuses and consumer 
appliances. After the onset of the crisis, 
specific support was offered for inte¬ 
grating the produ^ion of finished pro¬ 
ducts in Mexica An important signal was 
sent out to foreign manufacturers when 
the government approved IBM's applica¬ 
tion for 100 per cent ownership of a new 
installation, a policy change which was 
soon to be extended to many other in¬ 
dustrial sectors. The government stimu¬ 
lated internal demand through credit and 
training plans which offered users easier 
access to new equipment and encouraged 
businesses to b^n to seriously consider 
integrating electronic data processing and 


even production control techniques into 
their operations. Government itself also 
became a leading purchaser of electronic 
equipment as part of its modernisation 
and streamlining programmes. 

In contrast to these dynamic sectors, 
traditional manufacturing industries 
stagnated or declined. With the drastic fall 
in purchasing power of the middle and 
working classes and the dramatic opening 
of consumer markets to imports, many 
producers of non-durable consumer 
goods and some durables were displaced 
by imports; inexpensive imports from 
lower-cost producers Hooded the mass 
consumption markets, while upscale 
shopping centres offiet^ their affluent 
consumers the opportunity to acquire in 
Mexico goods for which they formerly 
made pilgrimages to the elite malls of 
California or Texas. 

On balance, the industrial sector 
employs fewer people now than it did a 
decade aga Although about 600,000 new 
jobs were created in the growth sectors, 
almost an equal number became redun¬ 
dant in declining industries and in sectors 
which underwent a thorough restructuring. 

(3) Bfikmce of payments: Uaditionally, 
the balance of payments is a leading 
indicator of the health of the Mexican 
economy. The growing deficit at the 
beginning of the 1980s was as worrisome 
as the surplus following the 1982 devalua¬ 
tion was a cause for celebration. As the 
cumulative difference between inflation in 
Mexico and the US grew faster than the 
peso was devalued, the early undervalua¬ 
tion of the peso turned into a worrisome 
overvaluation by mid-1992. With the 
change in the international portion of the 
peso during the past decade, the relative¬ 
ly rapid growth of the deHcit on current 
account has been a subject of sharp 
debate among Mexican policy-makers and 
analysts. 

Official economists repeatedly assert 
that the growing trade deficit is no cause 
for concern. Their evident^; (I) imports 
of intermediate and capital goods have 
grown; (2) the public sector is generating 
a surplus on current account and private 
imports are financed by the banking 
system; (3) non-tradiiional exports from 
the manufacturing sector are quite dyna¬ 
mic; (4) inHows of private investment 
funds are more than adequate to finance 
the deficit; and (5) foreign exchange 
reserves in the Bank of Mexico are at an 
all-time high. 

Independent analysts, however, counter 
that mapv of these same features should 
be a cause for concern. Among their 
arguments: (I) a substantial part of the 
import bill (including intermediate goods) 
is for an affluent few, or to substitute mass 
consumption production by Mexican in¬ 
dustries which have been driven out of 


business; (2) much of the growth of non- 
traditional exports has been in the auto 
industry, but on the whole this industry 
has been generating a deficit, as the value 
of parts imports incorporated into finish¬ 
ed products exceeds earnings; (3) mobile 
foreign capital imports were channelled 
into high yielding government paper and 
the Mexican slock exchange which can 
easily be taken out of the country, should 
rates fall, investors lose confidence, or 
other countries offer better terms (witness 
the fall in the Mexican stock market in 
June 1992 and the resulting capital flight); 
(4) foreign exchange reserves are sufficient 
to cover less than one-half year’s imports 
and are insignificant in the context of the 
threat of capital flight. 

The Mexican foreign capital market is 
in serious disarray. Massive inflows of 
speculative private foreign capital arc tem¬ 
porarily financing the trade deficit and 
bolstering the central bank’s reserves- But 
this outside assistance is very costly; real 
returns on foreign financial investments 
in Mexico are mote than double those 
available in the US or other financial cen¬ 
tres, while long-term foreign claims on 
domestic resources auger ill for the abili¬ 
ty of the Mexican economy to finance its 
foreign sector without continuing peso 
devaluations, domestic' inflation, and 
depressed living standards. 

The dependence on foreign direct in¬ 
vestment is also troublesome. In a rare 
public speech, the chief economic advisor 
to the president, Jose Cordoba, warned 
in mid-1992 that Mexico will requite more 
than SIS billion each year over the next 
decade in order to maintain the present 
momentum. He was not sanguine about 
the chances of sustaining a flow of this 
magnitude, given the dynamics of the 
Mexican economy and the competing op¬ 
portunities for investment in the world 
economy in the coming years. The impli¬ 
cation is that Mexican financiers will have 
to begin transferring resouices from 
speculative and commercial investments 
to productive projects, and that the very 
high propensity to import will have to be 
reduced. Both of these changes would re¬ 
quire profound changes in policy and 
behaviour, changes which arc contrary to 
commitments evolving out of the negotia¬ 
tions for the NAFTA. 

(4) Employment.- The Mexican govern¬ 
ment boasts of low unemployment rates. 
Its periodic surveys show national rates of 
less than 3 per cent while few individual 
cities report more than S per cent. In a 
country where poverty is inciciaing, nutri¬ 
tional standards are declining and migra¬ 
tion is a permanent feature of the labour 
market, such reports nnay seem unrealistic 
Some details from the surveys help put 
this information into perspective: more 
than one-quarter of the labour force 


Economic and Folilicai IMkckly March 20-27. 1993 


S33 



works less than 3S hours a week, and a 
surprising S per cent of the employed 
report that th^ laboured without spend¬ 
ing any time on the job! Low unemploy¬ 
ment rates are also the product of a 
social system which offers no welfare or 
unemployment insurance system, and any 
who are unemployed must fend for them¬ 
selves to survive. 

In Mexico, people are eking out an ex¬ 
istence in the burgeoning service and com¬ 
mercial sectors, where poor and unpro¬ 
ductive rejects from the rest of the 
economy must compete The restructuring 
of industrial and agricultural production 
forces people into the service sector and 
the migratory labour force in agriculture 
within Mexico and to a broad range of 
jobs in the US. The ranks of itinerant and 
semi-fixed merchants in the urban areas 
are now so large that these groups are a 
major political force, often displacing 
established commercial interests. While 
the struggles between these groups exacer¬ 
bate urban problems, tlw ministry of the 
treasury is (perhaps) inadvertently 
strengthening the position of these 
newcomers, developirtg new systems to in¬ 
corporate them into the formal economy 
by developing simplified systems for them 
to report their activities and pay taxes. 

The rural employment picture is mitch 
more complex. On the one hand, many 
regions report an actual labour shortage 
to continue traditional agricultural ac¬ 
tivities, because off-farm employment has 
grown to such an extent that during peak 
labour demand periods (for preparing the 
land and harvesting) people can no longer 
easily take leave to attend to the demands 
of the farm and then return to their jobs. 
As a result, although vast tracts of rain- 
fed land ate no longer cultivated, farmers 
without access to capital to improve tradi¬ 
tional methods cannot raise yields sufTi- 
dently to warrant people risking their jobs 
to assure the harvest. In contrast, tem¬ 
porary employment opportunities abound 
in commercial, export-oriented fruit 
and vegetable production. Brigades of 
‘swallows’, as the 4 million migratory 
workers are called, travel from region to 
region in search of work as different crops 
mature, etuning only a precarious exis¬ 
tence and exposing themselves and their 
families to the worst horrors of agro¬ 
chemical and gastrointestinal poisoning. 

Each year, many millions of Mexicans 
decide to risk their lives attempting to 
cross the US border in search of work. 
Although the Immigration Reform and 
Control Act of 1986 enabled more than 
2 million Mexicans to legalise their 
residence in the US and was supposed 
to control the flow of undocumented 
workers, ar. many as 5 million Mexicans 
are now estimated to be working in the 
US. This outlet for the more venturesome 


workers provides an escape valve; offer¬ 
ing an important supplement to intfividual 
incomes and reducing social tensions in 
all parts of Mexican society; for the coun¬ 
try it represents a net inflow of about S5 
billion a year in foreign eechai«e. Ahhough 
it is a continuing source of irritation in 
bilateial relations, this part of the labour 
market has become an essential ingredient 
in the Mexican government’s domestic 
economic stabilisation planning process. 

(5) Privatisation: The international 
financial community has joined its Mexi¬ 
can counterparts to redistribute public 
sector holdings among themselves. Cer¬ 
tainly there vras gmt need for ratioruilis- 
ing the public sector, which had grown to 
elephantine proportions during the pre¬ 
ceding two decades; the state built bask 
industries and services to promote in¬ 
dustrialisation, and during the 7Qs salvag¬ 
ed troubled private enterprises. In addi¬ 
tion, it created other businesses through 
various public programmes to stimulate 
entrepreneurship anxMig grassroots organi¬ 
sations. Through the decades, ^owth and 
stability were more important than 
profitability. 

Privatisation in Mexico has become 
famous fm its rapid pace and broad scope 
During the past d^de more than 430 
public sector enterprises have been sold, 
with most of the proceeds going into a 
‘Fondo de Contingencia’. The funds arc 
being used to repurchase some of the 
country’s outstanding public debt at a dis¬ 
count and to letiic part of the sizeable in¬ 
ternal debt, offering the government the 
opportunity to further reduce the internal 
constraints on public sector spending. The 
international press frequently notes the 
generosity with which the winners have 
been treated. 

Among the most notable successes of 
these privatisation sales were the tele¬ 
phone company (Iblmex) and the com¬ 
mercial banking system. Ibimex’s sale to 
a group headed by a wily entrepreneur, 
Carlos Slim, together with Southwestern 
Bell Iblephone Company and the France 
Cable and Radio Company, is a saga yet 
to be fully revealed. This company not 
only is among the most prolitable in the 
world (Sl.l billion profits on a net worth 
of S3.9 billion in 1991), but has become 
thr most heavily tratM of the Mexican 
companies on the New 'Vbrk Stock Ex- 
chaiige. The banks were divided up amonp 
the fltumcial groups of Mexico’s richest 
and most prominent families, and since 
the transfers of ownership, they have been 
strengthened by a .wies of measures to in¬ 
crease the number of customers and bank 
deposits. 

Privatisation touches virtually every 
aspect of life in Mexico, reflecting the per¬ 
vasiveness of government intervention in 
the economy on the eve of the crisis. The 


heavy public subsidies to productive acti¬ 
vities were an explicit part of the develop¬ 
ment strategy, since they permitted sut»- 
tantial profits in othw sectors where 
private businesses bought inexpensive 
goods and services from public enter¬ 
prises. Privatisation, then, permitted and 
even obli^ a sharp rise in the prices of 
these goods, seriously afflicting less 
privikged industries and consumers. The 
cost of local telephone service increased 
dramatically with the injioduction of 
measured service, while the nation’s 
burgeoning private toll road system is 
among the most expensive per kilometre 
in the world. With the sale of the food 
processing and distribution agency Con- 
asupo, many supermarkets in working 
clau aiui marginal areas were closed, 
some inexpensive goods ceased to be 
available while others increased sharply in 
price. Throughout the society, the privati¬ 
sation process, which is also extending 
throughout the rural economy (see below) 
and even to the heretofore sacrosanct 
petroleum industry, is providing an oppor¬ 
tunity for private entrepreneurs to further 
amass unprecedented economic and poli¬ 
tical control over the domestic economy. 

(6) The concentration of capital: The 
rewards to the Mexican beneftciaries of 
the new developmait and'international in¬ 
tegration strategy are fabulous. Labour’s 
participation in Mexican personal income 
had declined from 36 per cent in the 
mid-1970s to 2S per cent in 1988; by 1992, 
this had fallen even furtiKr to 23 per cent. 
The data from the Mexican Stock Ex¬ 
change offer an even more vivid picture: 
less than 8,000 accounts, including about 
1,500 owned by foreigners, control more 
than 94 per cent of the total value of 
shares in public hands. 

This centralisation of wealth aroused 
the admiration of the international press. 
Business Week identifted (July 29. 1991) 
five members of a “proteaed plutocracy”, 
president Salinas’ “cronies" as the article 
called them, who have benefited, hand¬ 
somely from the neo-liberal reform 
package More recently, Forbes (July 20, 
1992) placed them and two other Mexi¬ 
cans among the 289 richest people in the 
world, whose family wonh is greater than 
SI billion each. Increasingly, however, 
questions ate being raised both at home 
and abroad about growing social and 
economic polarisation in Mexico 

(7) The Mexican stock exchartge and 

the role of foreign capital.- This elite 

is very proud of its role in internationalis¬ 
ing Mexican capiul and the players in the 
Stock Exchange (BMV). By mid-1992,20 
per cent of the total value of securities was 
held in a very small number of foreign 
accounts. 

The BMV currently plays a very special 
role in Mexican economic affairs. In spite 
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of the fact that so few people can afford 
to invest in the market, the government 
has attached a greal deal of importance 
to fluctuations in share prices, and the 
slate development l»nk. Nacional Finan- 
ciera, plays a major role in attempting to 
assure an orderly market, through tran¬ 
sactions executed by its Mexico Fund. As 
more shares are cross-listed on the NY 
Stock Exchange (American Depository 
Receipts), the influence of international 
politi^ events and the political uncertain¬ 
ty surrounding the free trade agreement 
add an air of instability to the market, 
which makes investment even more specu¬ 
lative and unpredicuble. 

Foreign capital plays an increasingly 
dominant role. Government figures show 
that foreign investment is increasing by 
leaps and bounds; most investment, un¬ 
tied to any particular investment project. 
Even the directly productive investment is 
concentrating in the commercial and ser¬ 
vice sectors, propagating various types of 
franchise operations and implanting US 
styles of merchandising which are destroy¬ 
ing loon businesses. Outside of the com¬ 
puter and automobile industries very lit¬ 
tle is directed to new productive facilities 
in manufacturing. 

Foreign investors are well rewarded, 
especially when they do not make produc¬ 
tive investmcnu? During 1991, almost S20 
billion took advantage of Mexico’s new 
opening to feed a spectacular boom of 
stock prices; the Mexican environment 
was paiticularly congenial, not simply 
because the index doubled during the year, 
but also because there is no effective 
capital gains reporting or taxation mecha¬ 
nism. In mid-1992. when stock prices 
began to stagnate, domestic interest rates 
for passive investments were still almost 
three times the prevailing prime rate in the 
US. 

(8) The nstructuring of the public 
seclor.-Thc trimming down of the public 
sector and the redirection of its program¬ 
mes to promote the interests of capital are 
prime objectives of the present regime. 
Many sute Arms that operated at a deficit 
were eliminated, public services were cut 
back, and user ch^es raised substantially. 
On the revenue side; tax oillection is being 
reinforced and new groups drawn into the 
ranks of tax-payers; the changes in regula¬ 
tions are so frequent and complex, that 
a new insurgent tax-payer movement 
charges the government with Tiscal* 
terrorism’. 

The cut backs in the bureaucracy and 
in public services for the working class 
and peasantry are not simply measures to 
deliver the existing social wage more efA- 
ciently; they represent deep cuts in service. 
levels and a deterioration in quality. The 
changes have been so profound that privi¬ 


leged employees throughout the economy 
(including the government) are being of¬ 
fered supplementary private sector health 
insurance, educational and other beneAts. 
The other substantial change on the ex¬ 
penditure side has been the important 
reduction in the costs of servicing the 
debt, both internal and foreign, as 
domestic interest rates fell, and part of the 
principal was retired or renegotiated. On 
the revenue side, the surprising result of 
the changes is that taxes as a proportion 
of gross domestic product have not varied 
substantially over the past decade; nor.has 
the government been willing or able to im¬ 
pose heavy taxes on the main sources of 
personal enrichment since the policy 
changes of the \990&. On balance, then, 
the government has forcefully reoriented 
its entire programme to beneAt the rich 
and shelter their incomes from taxation. 

(9) The feorganisalion of rural Mexkot 
Rural Mexico is a special bastion of tradi¬ 
tionalism, a particularly important sector 
if the Salinas modernisation programme 
were to proceed. During the Arst few years 
of the reform programme, the administra¬ 
tion comentrated on channelling resour¬ 
ces to the private farmers and those 
ejidatarios who were willing to reorganise 
their landholdings so that they might be 
cultivated efAciently using new techno¬ 
logies to produce export crops. At Arst, 
the government explicitly abandoned its 
commitment to food self-sufAciency, but 
later modiAed its position as food imports 
rose to an alarming SS billion and the 
popular outcry became widespread; but 
here again, supports for maize and bean 
production were systematically channelled 
to the nation’s richest farmers in the ir¬ 
rigation districts .ind the fertile plains of 
the north, rather than to the peasant 
farmers of the centre and south who tradi¬ 
tionally sowed these crops on rainfed 
lands. 

The rural scene was dramatically trans¬ 
formed in late 1991 when president Salinas 
unveiled his amendments to Article 27 of 
the Constitution. The new plan, which 
was ratiAed in less than two months by 
the Congress and the legislatures of all 31 
states, proposes to reorganise Irtnd- 
holdings and inject corporate capital into 
farming, modernising rural production in 
a way that a corrupt and underAnanced 
bureaucracy has not been able to do for 
almost a half century. By permitting ejidal 
title holders to enter into a wide variety 
of commercial contracts, the private sector 
is expected to Anance the land improve¬ 
ments and cultivation. Many observers 
consider that the new programme will pro¬ 
bably be very effective in integrating a 
select group of farmers into a new vibrant 
agricultural export model. The remaining 
millions of farmers whose plots are too 


small and/or whose land is of marginal 
quality, will find themselves increasingly 
isolated from the institutional and finan¬ 
cial supports which allowed them to con¬ 
tinue in the face of unfavourable market 
conditions (including heavy export sub¬ 
sidies for grains by the advanced coun¬ 
tries). The Undersecretary of agriculture 
predicts that more than 13 million people 
will be forced to emigrate from poor far¬ 
ming communities during the next decade 

To many thoughtful critics, the coun¬ 
try can ill-afford the effect s of a narrowly 
deAned programme like the one presently 
being impleroenicd.* The environmental 
and social problems which another 
massive rural-urban migration would oc- 
ca.sion are beyond the capabilities of the 
system to manage in either economic or 
political terms. It also seems particularly 
unfortunate that at the very moment when 
Mexico is beginning to negotiate more 
eouitable terms for the export of its fruits 
and vegetables, the government is forcing 
a very productive sector of farmers to 
cultivate grains rather than more pro¬ 
fitable fruits and vegetables.^ 

(10) The anti-poverty programme; 
Mexico’s anti-poverty programme, Soli- 
daridad, offers an important case study 
in the use of public largesse for political 
goals. The programme provides an institu¬ 
tional framework in which organised local 
groups can channel their collective 
energies into local improvement projects 
for collective infrastructure projects, such 
as schools, water and sewage systems, 
paving streets, park development and 
bcautiAcation. In the midst of a deepen¬ 
ing crisis, the programme attempts to 
communicate that the government, the 
ruling party, and most especially the presi¬ 
dent, are concerned for peoples welfare. 
The administration is clear about Soli- 
daridad's important mission of mobilising 
political support. 

A programme of new productive enter¬ 
prises was created to counter the charge 
that it is essentially make-work pro¬ 
gramme without any lasting impact. As 
in past versions of this strategy, the main 
stumbling block to the success of such 
enterprises is the inability of the bureau¬ 
cracy to work honestly and steadily in a 
collective undertaking which requires 
reinvestment of proAts and substantial on- 
the-job training. This approach has fail¬ 
ed time and again, nut for lack of resour¬ 
ces. but rather because of the organisa¬ 
tional and entrepreneurial skills which 
cannot be readily instilled in groups of 
poor people sceptical that the beneAts will 
be theirs to share in the future; past ex¬ 
perience frequently showed them just the 
contrary, and leads them to believe that 
corruption and inefficiency will seal the 
fate of these enterprises, long before they 
have a chance to succeed. 
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Solidandad, then, it ■ showcase pro- 
gnmmc; a celebrated example of the 
skilful exercise of state power for political 
mobilisation in marginal areas, it com¬ 
municates an apparent concern for the 
wdfare of many groups which are not part 
of the dominant modernisation and in¬ 
tegration scheme, in an environment of 
marginality and hostility or mistrust, this 
programme creates a window of oppor¬ 
tunity for people desperately struggling to 
survive or opportunistically resigned to 
accept whatever crumbs they can glean 
frmn the federal budget. Solidaridad docs 
not fool many into believing that the pre¬ 
sent economic strategy offers real oppor¬ 
tunities for ‘Los de abajo’.* 

Spoils (and Costs) of Success 

the Salinas reform programme sparked 
an early recuperation in economic growth. 
The government overcame the confidence 
crisis and reduced the credibility gap 
which had been so significant in under¬ 
mining similar programmes elsewhere in 
Latin Ammca; in fact, one American ex¬ 
pert likened the “radical nature^’ of the 
fiscal alignment in Mexico to “four or five 
Gramm-Rudnuin adjustnwnts that the 
United States has never even managed 
one".’ 

Public support for the regime is still 
quite widespread. The international press 
undersundably celebrates the substantial 
benefits which the Mexican adjustment 
process has delivered. It offers concrete 
evidence of the bounty of the neo-liberal 
economic package, and a model to be 
adapted for the solution of the adjustment 
problems suffered by other countries in 
the hemisphere as well as by those which 
recently emerged from the economic 
union of so-called socialist countries of 
eastern Europe. The bold steps to over¬ 
come the ‘revolutionary heritage' which 
led the country to back away from join¬ 
ing tlw GATT in the early 8(^ to limit the 
role of foreign inve^ment in the economy, 
and to insist on proteaing workAs and the 
peasantry, are widely praised as examples 
for others to follow. The reform package 
has delivered tangible benefits to impor¬ 
tant segments of the international banking 
and industrial community: preferential ac¬ 
cess to enterprises in the process of being 
privatised: a draconian programme of 
wage controls to assure high profit rates; 
easier access to the country’s abundant 
natural resources; and very high yields on 
financial investments, often sheltered from 
taxation. 

A short list of the special benefits 
delivered to the various social groups may 
help to explain the continuing'internal 
support: (I) high domestic interest rates 
for holders of the internal debt during the 
first stage of the programme assured en¬ 


thusiasm from the rentier class; (2) a vir- 
tudly unlimited (and very profitable) flow 
of imported consumer go^s by the com¬ 
mercial sector helped control inflation and 
made a real contribution to the welfare of 
the working poor while allowing the rich 
to enjoy a consumer binge of unprece¬ 
dented proportions; (3) the legalisation of 
several million (illegally) imported vehicles 
ostensibly for use in rural Mexico, was a 
very inexpensive way of reducing discon¬ 
tent among a numerous group of poor 
(but not destitute) farmers and influential 
provincial leaders: (4) high profits for the 
neviy privatised financial system were 
assured by permitting a large spread bet¬ 
ween passive and active interest rates, and 
by creating a new obligatory pension 
system to be administered by the banks; 
and (S) credit programmes to promote 
private consumption of computers, auto¬ 
mobiles. and other consumer durables as 
well as to finance housing assuaged the 
ire of the middle class, which was par¬ 
ticularly hard hit by cut backs in the 
bureaucracy, declines in real incomes, 
tighter controls on wages and taxes, and 
disproportionate rises in the costs of 
services. 

The programmes is, however, in danger 
of becoming a Pyrrhic victory. The short¬ 
term gains are coming at the cost of 
dismantling the economy and disintegrat¬ 
ing the society. Competing imports have 
displaced entire segments of industry 
oriented towards the internal market; pro¬ 
ducers often transform themselves into 
importers, unable to compete with the 
price or relaxed quality standards allowed 
for imported go^s. The plight of rural 
producers is even more dire; the onslaught 
against the peasantry has intensified, as 
government withdrew its support and the 
private sector is concentrating on specific 
regions and producer groups. Dynamic 
sectors—the apparent beneficiaries of an 
internationalised economy—like the ma¬ 
quiladora plants, the auto and computer 
industries, the financial intermediaries, 
and tourism, are certainly generating at¬ 
tractive profits for their owners, and 
sizeable volumes of ‘non-traditional’ ex¬ 
ports, but they do not create sufficient 
employment opportunities to meet the 
needs of the labour force, nor will they 
redistribute income, since they are tightly 
cotiirolled by a small financial elite. 

The environmental disaster of uncon¬ 
trolled growth is also coming home to 
roost. The problems of Mexico city arc 
legion and well known. The explosion of 
the main sewage line in Guadalajara as a 
result of fuel seepage suggested the deiMh 
and breadth of the damage that conta¬ 
mination has inflicted throughout the 
country. The border's problems are not 
uniquely Mexican, but the hoard of 
children bom without brains in 1992 along 


the Ikxas border were all of Latin mothers. 
The president has tteclared the environ¬ 
ment to be a priority, and was awarded 
a prize for his bold statements, but the 
present strategy offers little solace to those 
who are searching for a more balanced 
pattern of growth. 

An Integrated Future 

Both George Bush and Carlos Salinas 
staked a great deal of their political future 
on the free trade negotiatfons.*’ As the 
national teams wind up the NAFTA 
negotiations, it is becoming clear why op¬ 
position has spread from human rights, 
labour, and evironmental groups to broad 
segments of the business community. The 
apparent contradiction between favoura¬ 
ble public opinion surveys and the deep- 
seat^ opposition from many knowledgea¬ 
ble commentators is a result of the 
divergence between the promised benefits 
to consumers and the worrisome results 
of specific sectoral forecasts which pro¬ 
ject declining employment and/or in¬ 
comes for broad segments'of the popula¬ 
tion in all three countries. Most of these 
evaluations agree that the governments of 
all three nations will be unable to oblige 
the beneficiaries from the trade agreement 
to compensate the losers within each 
country. 

As the negotiations draw to a conclu¬ 
sion, a new phenomenon has emerged in 
Mexico: the beginning of broad-based 
coalition politics that transcends national 
boundaries, individual issues, and sec¬ 
tarian positions. The Mexican coalition 
has bem successful in forcing the govern¬ 
ment to reveal more about the negotiating 
process than it would have liked (but still 
not much), and to seriously listen to the 
concerns of grassroots constituencies 
(although not modify its strategy). The 
NAFTA negotiations have introduced 
another important new element onto the 
political scene in Mexico: multinational 
collaboration has also become an accep¬ 
table and even an almost respectable tool 
for the political opposition. These modi¬ 
fications in grassroots and pany politics 
will have far-r»ching and unpmiictable 
effects in the future; 

The economies of North America are 
integrating. The FTA will accelerate this 
process, but cannot address the funda¬ 
mental problems of any of the three. For 
Mexico, integration will mean more trade 
and more employment; production will 
continue to increase in certain privileged 
sectors. Productive imbalances and social 
polarisation are exacerbating. But now 
there are fewer institutions prepared to 
deal with the problems that the new 
strategy is creating and the people that it 
is leaving behind. The present strategy is 
betting that foreign investors will bring 
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sufficient resources to Mexico to pay to 
correct the problems. This seems like a 
hazardous gamble 

Dale tiempo al tiempo 

Mexico’s economy will become even 
more distorted in the coming years, if the 
present development strategy has time to 
mature Important segments of the popu¬ 
lation are being excluded, and the coun¬ 
try's wealth is being revalued: resources 
under peasant control are being devalued 
while those in the hands of the rich are 
becoming more important. No thought is 
given to preserving the country’s rich 
heritage for posterity; Mexico boasts a 
natural cornucopia, an indigenous past, 
an anti-colonial struggle, a brilliant and 
abundant storehouse of cultural and ar¬ 
tistic creativity, but this has no value, ex¬ 
cept if It can be sold on international 
markets or to fickle tourists. 

Food production has become too 
devalued, too limited in scope; to offer a 
viable option for most people in rural 
Mexico. In the face of the current narrow 
model of industrial modernisation, there 
is a clamour for a more diversified pro¬ 
ductive base, taking advantage of abun¬ 
dant and varied natural resources and the 
enormous reserve of inherited knowledge 
stemming from treasured cultural dif¬ 
ferences. Such an approach requires solu¬ 
tions to productively employ an important 
part of Mexico’s population that still 
struggles to remain in the countryside." 

Ibday’s ’cientificos’ are in such a hurry 
to eradicate this shameful and obsolete 
native heritage that they have no time to 
search for an alternative. The culinary 
wealth and diversity is no more cherished 
than the enormous treasure of biodiver¬ 
sity which is being annihilated by transna¬ 
tional hybrid seeds and other paths of 
progress. Both are themn for poetic 
discourse, but like the paintings of its 
famous artists, or the musings of its 
writers and poets, they are appreciated 
tnoie for their marketability than their in¬ 
trinsic worth. Their contribution to the 
earth’s integrity or society’s enjoyment is 
recognised by very few. 

These technocrats are unwilling ‘to give 
time a chance’, as the popular Mexican ex¬ 
pression might be translated, to allow 
society to adjust to the gradual process of 
interruiional integration which is linking 
nations and cultures. And they forget the 
lesson of another popular saying: that 
‘simply by waking up earlier, the sun won’t 
rise sooner’.'^ That is, Mexico—the coun¬ 
try, its people, its culture—will not 
magically change its course, its very 
essence, simply because the president 
orders its industrial structure modified, its 
resource; sold or leased out. or foreign 
goods imported on a massive scale The 


country is beginning to realise the nature 
of the changes underway; most Mexicans 
will not easily acquiesce. It is still too soon 
to predict the mt^ifications they will de¬ 
mand. It is likely, however, that the neo- 
liberal dreams of today’s ruling elites will 
be shattered by the vigour of Mexico’s 
extraordinarily diverse and vigorous but 
impoverished peoples. 


Nottra 

[This epilogue lo the Japanese edition of my 
book Disiorted Development: Mexcio in the 
HiirAf £(XMiomy(BoutderCo: Wesiview 1990) 
is based on a detailed reading of the Mexican 
economy during the 1990-1992 period. Unfor¬ 
tunately, there is virtually no critical academic 
literature available; because of the very same 
problems mentioned as a serious cause for con¬ 
cern in the present analysis. We have made ex¬ 
tensive use of the periodic publications of 
economic statistics by the government and 
numerous private consulting firms that are pro¬ 
moting the present development effoit.] 

1 This note is dedicated to Guillermo Bonfil 
Batalla who wrote a very significant book, 
Mexico Profunda: Una civilizadon nepada 
(Mexico, Grijalbo, IW7), about the impor¬ 
tance of Mexico’s indigenous heritage for 
the country's present-day vitality. His recent 
death leaves us with the message of the 
urgency of preserving and enriching our 
society by assuring a cultural and economic 
diversity for the future. 

2 A group of technocrats in the highest levels 
of policy-making who are mechanically ap¬ 
plying the precepts of neo-tibemi restruc¬ 
turing to all dimensions of life in Mexico. 
They are broadly criticised by sensitive 
analysis ihrou^out Mexican society for 
they lack of consideration of many impor¬ 
tant facets of national life and their ap¬ 
parent disregard for the welfare of the mass 
of poor people who comprise more than 75 
per cent of the population. They are named 
after a similar group who dominated high 
policy positions during the lengthy period 
(IS76-I9I0) before the revolution when 
presideni Porfirio Diaz imposed a dic¬ 
tatorial regime, for more on this period, 
annd a general iniroduaion to the profound 
problems that presently beset the country, 
sec Judith A Heilman, Mexico in Crisis, 
New Ibrk, Holmes and Meier, 1983 (second 
edition). 

3 This is the title of a best selling book ibout 
Mexico by NY Times reporter Alan Riding 
(New York, Random House, I9M). 

4 Mexico is playing an active role in 
negotiating free trade agreements with other 
Latin American countries. Even before the 
agreement with the United States was sign¬ 
ed, it had signed another with Chile and 
negotiated others with the Central American 
countries and with Venezuela and Colom¬ 
bia. A similar agreement is likely to be 
negotiated with the Mercosur (Argentina, 
Brazil and Uruguay). 

5 leresa Rendon and Carlos Salas are among 
the most insightful analysts of the employ¬ 
ment and wage data in Mexioa For a short 
discu.s$ioii of recent trends sec thebtirticle. 


'Subocupacion o trabajo prccario? Algunas 
caracteristicas del empico en Mexico en Ins 
anos ochenta', en Demos, Number 5,1992. 

6 For an informed discussion of this policy 
direction, see the various articles in Cyn¬ 
thia Hewitt de Alcanum (ed), fteestrucium- 
cion economica y subsisiencia rural, 
Mexico, El Colegio de Mexico, 1992. 

7 Production controls are imposed by alloca¬ 
tion of water use permits in irrigation 
districts. If farmers in selected areas wish 
to receive water to cultivate export crops, 
they must also agree to produce basic gmins 
for the internal market; high internal prices, 
however, guarantee attractive rates of return 
on these crops. 

8 This is the title of a popular and universally 
acclaimed novel of the rcvoluiionary period 
by Mariano Azuela celebrating the ideals 
and victories of those who joined the strug¬ 
gle (1912). 

9 Thi^ is a judgment made by a group of 
analysts from the International Monetary 
Fund; the American, William Cline, of the 
institute of International Economics, was 
referring to the severe budget cutting 
measures which the Congress unsuccessfully 
attempted to impose on the US presiden¬ 
cy. IMF Survey, July 6, 1992, pp 214-15. 

10 Although the Canadiiui prime minister also 
itroi^y supports the NAFTA, his populari¬ 
ty is already so low that few predict that he 
will survive the coming dcrlions. 

11 This short paragraph owes a great deal to 
Gbillcrmo BonfU's insightful argument that 
a recognition of the vitality of Mexico's in¬ 
digenous past is essential for a solution to 
te country's present problems. The search 
for these solutions is the baus for our pre- 
sciu research agenda. One of hit last articles 
‘For la diversidad del futuro' {Ojarasca, 
Number 7, April 1992, pp l2-i>) vividly ex¬ 
presses the problems created by the confron¬ 
tation between the trend towards neo-liberal 
globalisation and the possibility, indeed the 
necessity, of a different more plural world, 
if humanity and the earth itself are to sur¬ 
vive. This current of thought has become 
increasingly pervasive in Mexico and- 
elsewhere in the third world, where people 
of many different persuasions and ap¬ 
proaches are developing these ideas as 
analysis, programmes and political 
platforms. 

12 In Spanish: 'No por mucho madrugar, 
amanece mas lemprano'. 
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DISCUSSION 


Challenge Facing Secularists 

R M Honavar 


I LIKE to think I am a secular Indian and 
like all other secular Indians I have been 
greatly distressed by the demolition of the 
Babri Masjid at Ayodhya and the subse¬ 
quent communal carnage in different 
parts of the country. Like others I also feel 
that continuing confrontation between 
Hindus and Muslims will be an unmiti¬ 
gated disaster for both the communities 
and the country. It must be remembered 
that there are more than 100 million 
Muslims in India and that they arc all 
Indians and do not belong to any other 
country. It is not possible to wish away 
these people. 

The various solutions proposed range 
from pious platitudes (which Indian Tilm 
stars are wont to mouth) and simple- 
minded ones like peace committees to 
political ones like banning the BJP, Shiv 
Sena, etc, or unity of like-minded secular 
parties in order to kill the communal 
virus. These are in the nature of instant 
reactions and sometimes cover electoral 
calculations which have been the bane of 
our policy-making for a long time. They 
do not address themselves to the basic 
question as to why the two communities 
have not been able to live together amica¬ 
bly in spite of India’s trying to be a secular 
republic for nearly half a century. Unless 
this question is tackled it will not be possi¬ 
ble to think of lasting solutions to the 
widening chasm between Hindus and 
Muslims which, if not closed, will swallow 
the Republic 

It is best to begin at the beginning. The 
partition of India was based on the 
premise that Hindus and Muslims are two 
separate nations, a premise supported by 
almost all Muslims in the country. While 
iF^kistan became an Islamic Republic, the 
Indian leadership, though it had agreed 
to divide the country on this basis, decided 
that India will be “a Sovereign Socialist, 
Secular, Democratic Republic”, to secure 
for its citizens social, economic and politi¬ 
cal justice, liberty of thought, expression, 
belief, faith and worship and equality of 
status and opportunity. 

The partition of India which was a 
hastily organised affair did not pay any 
attention to the future of those Muslims 
who could not go to live in (the present) 
Pakistan and Bangladesh. These people 
found themselves in a peculiar situation. 
Though they had wholeheartedly sup¬ 
ported the two-nation theory, they found 
they had to live with the Hindus as a 
minority in the new state of India. For¬ 


tunately. the Indian leadership under 
Nehru did not accept this theory and tried 
to build a secular republic in which 
morality would be based solely in regard 
to the well being of mankind in present 
life, to the exclusion of all consideration 
drawn from belief in god. Hindus and 
Muslims (and Christians, Sikhs and 
others) were to be full and equal members 
of the new state. 

Several steps were taken towards secula¬ 
rism. Untouchability was eliminated and 
temple entry was permitted for all. The 
caste system was sought to be suppress¬ 
ed. The status of women was sought to 
be improved by banning bigamy, permit¬ 
ting divorce and giving women equal pro¬ 
perty rights. Towards some of these 
measures the Muslims—like Al Biruni 
nine hundred years ago—emphasised the 
universal brotherhood aspect of Islam and 
naturally welcomed the destruction of the 
illiberal baggage of Hindu society. 
Towards others they offered resistance 
because they were against Koranic injunc¬ 
tions. And the secularists seemed to have 
succumbed to this resistance, mostly on 
account of political calculation. 

Why was there this resistance? In a 
forthright article {EPW, January 2-9)' 
Omar Khalidi .has pointed out why the 
achievement of a secular society is not 
possible in India. There is an Islamic 
belief that society is irrevocably divided 
between Muslims and non-Muslims and 
that in a pluralistic democracy it is legiti¬ 
mate for the members of a faith to 
organise for the protection of ’Islamic 
political mlues’ against encroachment and 
to obtain equal treatment so long as that 
activity does not subvert the state: Because 
of this many Muslims find the westernised 
Indian elite's emphasis on secularism and 
the banishment of religion from public life 
about as threatening as the assimilative 
pressure of the Hindu right-wing. The de¬ 
mand of the secular state on the Muslim 
minority to reform its personal law, to 
diminish its identity or to highlight the 
diversity of the community is therefore 
resented. Modern states stress individual 
rights and responsibilities to the exclusion 
of collective group identity. Many minori¬ 
ty groups see the stress on individual 
rights as an attempt at homogenisation 
and rejection of their identities. In con¬ 
trast to the secularist demand on the 
Muslim community to diminish religion- 
based identity as the price of incorpora¬ 
tion into the state, the Hindu right-wing 


seeks assimilation of the minorities on the 
basis Indianisation. lb the Muslim com¬ 
munity both approaches achieve the same 
result, one in the name of secular huma¬ 
nism and the other in the name of Indian 
. nationalism. 

If this really reflects Muslim percep¬ 
tions in India it would appear that the 
ghost of Muslim separatism has not been 
fully exorcised. It shows Indian Muslims 
in a not very flattering light. They seem 
to be saying in effea: it is unfortunate we 
could not have our own separate state But 
we would like to live in India separately 
from the rest, untouched by their desires 
and aspirations and cultivate our Islamic 
back-garden. We cannot cause any harm 
because we exhausted our capacity to do 
so in 1947 and we are now a widely dis¬ 
persed minority. It would be difficult to 
believe that this is not the same separatist 
argument now parading as a religious 
minority interest aigumeAt. 

It would obviously be impossible to ac¬ 
cept this as it would make nonsense of 
India's Constitution. While the freedom 
to practise one’s religion must be permit¬ 
ted, emotive and vague phrases like 
’Islamic political values’, ‘particular 
minority interests’, ’development of 
minority culture* should be vigorously 
questioned. Merely because Muslims are 
a numerous minority they cannot have the 
right to disregard the directive principles 
of the Indian Republic any more than 
Hindus, Sikhs, Christians and others. 

Many of the so-called minority grie¬ 
vances are the same which all poor Indians 
have: lack of education, unemployment 
and poorly paid employment, poverty, 
abominable living conditions, etc The 
answer is the same whether these affect 
Hindus or Muslims, viz, more rapid 
development. It is the lack of this that we 
should worry about rather than, buzz¬ 
words like Islamic culture and minority 
identity. The absence of a Muslim middle 
class due to its large-scale migration tp 
Pakistan has perhaps handicapped the 
Muslims more than the Hindus and 
others. The solution to this is not to create' 
a Muslim minority problem but to make 
more vigorous efforts to promote educa¬ 
tion. employment, entrepreneurship, etc 
it certainly is not to hand the Muslims 
over to those who harp on their separate 
Islamic idontity. 

Hindus have mostly accepted the pro¬ 
cess of secularisation because by and laige 
they have been convinced of the inequities 
of the Hindu social system, under the 
onslaught of Wntem liberal thought and 
the influence of many social reformers 
beginning with Ishwar Chandra Vidya- 
sagar more than a hundred years ago. 
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Although Manu said more than two thou¬ 
sand years ago “a woman does not deserve 
freedom”, equality and freedom for 
women have been emphasised by every 
social reformer, be he D K Karve or 
Jyotiba Phule When the Shankaracharya 
of Puri defended the abominable practice 
of sati after a recent case in Rajasthan, 
a thousand voices contradicted him. This 
does not seem to have happened or to 
happen among Muslims. This is partly 
because Islam is in many ways more 
enlightened than ritual-ridden and social- 
ly-divisive Hinduism and partly because 
of the unique status of the Koran. The 
result has been that the ulema or political 
manipulators continue to have tremen¬ 
dous power in a society which is largely 
poor and poorly educated, and in which 
the intelligentsia is a minute fraction. 
Men like Hamied Dalwai and Asghar Ali 
Engineer seem to be crying in the 
wilderness. 

Where do wc go from here? Certainly 
the applicability of laws should not vary 
acco^ing to the religion of the person. 
There can be no two opinions about it. 
laws made in accordance with the direc¬ 
tive principles of the Constitution must 
be applicable to everyone without excep¬ 
tion. This also implies that laws are 
enacted on secularist principles relevant 
to a liberal and industrial society and not 
on the basis of principles relevant to a 
bygone age and society. Thus a secularist 
state cannot ban cow slaughter on the 
ground that the cow is a sacred animal as 
much as it cannot deny equality to 


Muslim women with Muslim men because 
of Shariat. What is sauce for the Hindu 
goose must also be sauce for the Muslim 
gander. Similarly, the large number of 
holidays celebrating the pantheon of 
Hindu gods has to be cut down in a socie¬ 
ty which direly needs more production 
rather than invent reasons for granting 
more holidays to pacify other religionists. 
Obvious signs of Hindu culture in public 
functions, such as lighting a lamp or keep¬ 
ing a coconut on a brass pot full of water 
as an auspicious sign, will have to be given 
up. Also ostentatious visits by the presi¬ 
dent and the prime minister to places like 
Tirupati and Kanchi should be avoided 
and they should be made as private as 
possible. Just as the namaz should be a 
communion with god without disrupting 
urban peace and life, Canesh Utsavs, 
Duiga Poojas and other religious festivals 
of Hindus or other religions should be 
governed by the same criteria. 

To brii^ about such a change we will 
need patience, convictions, education, an 
enlightened and sutesmanlike leadership 
and a near total absence of eleaoral 
calculation. The task is difricult but not 
impossible. The demolition of the Babri 
Masjid will have become a blessing in 
disguise if it galvanises the secularists to 
undertake such a task. On the other hand, 
if we insist on raking up an ancient en¬ 
mity, India may end up as Yugoslavia— 
an outcome which, one hopes, neither the 
protagonists of ‘Hindutva’ nor the sup¬ 
porters of Islamic identity want! 


Foreign Banks and Indian 
Banking System 

N P Kurup 


CHARVAKA's analysis ‘Foreign Banks in 
India: The New Drain’ (EPW, January 30) 
is very interesting. I agree with the 
author's conclusion that the ectraordinari- 
ly high profits of foreign banks in India 
and, even more important, the direct con¬ 
tribution of government policy to the 
making of such profits naturally evoke a 
parallel with the ‘drain’ during the col¬ 
onial period. But it is unnecessary to 
direct one's righteops anger against the 
foreign banks or shed tears for the unfor¬ 
tunate public sector banks most of which 
are in a precarious-Tinancial position. The 
latter have been ‘drained’ of their flnan- 
cial and professiotud strengths for pur¬ 
poses which cannot be said to be legiti¬ 
mate. If the one evokes memories of the 
colonial period, the other evokes memo¬ 
ries of medieval kings plundering their 
people for their own survival and glori¬ 
fication. 

Making profits is a legitimate objective 
of banks, fc>reign or Indian. It is for the 


state to ensure that banks achieve the ob¬ 
jective by legitimate means. When the 
state fails to discharge this primary duty, 
on the one side by allowing foreign banks 
'to make profits any means, and nn the 
other side by not allowing Indian banks 
to be managed professionally with any 
sense of pride or self-respect, the whole 
situation degenerates into plunder. The 
security mela, or scam as it has come to 
be known popularly, is in no way different 
from the irresponsible lending under loan 
melas. A credit and legal system under 
which defaulting big borrowers encourage 
banks to file suits against them to recover 
the banks’ dues, foreign banks which 
refuse to take up their share in consortium 
advances under rehabilitation schemes 
and ask Indian banks to take up the issue 
with authorities if they want to. the RBI 
which proudly reports in 1986 that the 
government has accepted the recommen¬ 
dation of the Tiwari committee to set up 
special tribunals exclusively to adjudicate 


on issues relating to recovery of bank dues 
and yet does nothing for quick recovery 
of bank dues—all point to an alliance of 
vested interests to drain as much as possi¬ 
ble from the demoralised public sector 
banks. Charvaka has mentioned that there 
is no gainsaying that public sector banks 
are now characterised by lethargy, ineffi¬ 
ciency and corruption which drain away 
a significant proportion of their potential 
profits. My contention is that government 
policy has directly ointributed to this state 
of affairs. 

With regard to the data on profits used 
by Charvaka. I have some reservations. 
The profit figures of Rs 646.69 crore for 
28 f^Bs and Rs 480.33 crore for 23 
foreign banks taken from the I BA mono¬ 
graphs arc inclusive of the profii/loss car¬ 
ried forward from the previous year. These 
figures are useful to indicate the surplus 
available for appropriation at a particular 
date but for the purpose of assessing 
operational efficiency, more particularly 
profit as percentage of working funds, tlK 
appropriate figure should be the profit/ 
loss made during the year. The relevant 
frgures ate set out in llible I. 

In the text as well as in the table in 
Charvaka’s article the ptofilabilily ratios 
of Indian banks and foreign nanus nave 
been shown as 0.27 per eeni and 1.28 per 
cent, respectively. This is correct. But the 
reles^t profit figures are Rs 804.30 crore 
•and Rs 314.38 crore respectively and not 
Rs 646.69 crore and Rs 480.32 crore as 
mentioned in Charvaka’s article: 

In analysing the profitability of banks, 
a very useful concept is gross profit made 
during the year. It is also referred to as 
operating profit. This comprises of net 
profit made during the year plus provi¬ 
sions made for bad loans, taxes, etc As 
the gross profit figure is not available from 
the IBA monographs, I have attemfned a 
comparative analysis of the financial 
statements of the top five nationalised 
banks and 18 out of 23 foreign banks 
covered by the IBA brochure (Ihble 2). Of 
the five foreign banks whos.e financial 
statements were not readily available 
to me, the only major bank was the 
Hongkong bank. The deposits of the 18 

Tarii I: Banks' Promt for 1991-92 and 
Promt/Loss Brought Forward 

(Rs crore) 

28 PSBs 23 Foreign 
Banks 


(I) Profit made 


during the year 

804.30 

314.38 

(2) Brought forward 

-157.59 

165.94 

<31 Profit available 



for appropriation 



(H2) 

646.71 

480.32 

(4) Working funds 

301,716.23 

24,647.82 

(5) 1 as per cent of 4 

0.27 

1.28 

(6) 3 as per cent of 4 

0.21 

1.95 
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Tabi e 2: ANAi.ms <» Bankv Inccme and E.\i*ENDii#ii 

»'d» 


Top Five N aiionalised Banks 18 Foi cign Banfcs *" Ratio to Working Fumfa (Per Cent) 

1990-97 1991-92 IncreaM T990-9I 7991-92 Increase Top Five Nationalised 18 Fbieian Banks 

iPerCcni) (Percent) Banks 1990-91 1991-92 

1990-91 1991-92 


ttbrlrifig funds 

82,163 

94.701 

15.3 

13.453 

21,690 

61.2 





(1) Imeresi incamc 

7.855 

9.726 

23.8 

1,572 

2,413 

53.5 

9.56 

10.27 

11.69 

11.12 

(2) Interest expenses 

5,650 

6,790 

20.2 

1.099 

1,578 

43.5 

6.88 

7.17 

8.17 

7.28 

(3) Spread (1-2) 

2,205 

2.936 

33.2 

473 

835 

76.5 

2.68 

3.10 

3.52 

3.85 

(4) Other income 

711 

1,038 

46.0 

347 

773 

123.1 

0.87 

I.IO 

2.58 

3..56 

(5) Operating income (3+4) 

2,196 

3,974 

36.3 

820 

1,608 

98.5 

3.55 

4.20 

6.10 

7.41 

(6) Operating expenses 

(7) Gross profit (5-6) 

1.957 

2,326 

18.9 

320 

482 

50.9 

2.38 

2.46 

2.38 

2.22 

(operating profit) 

959 

1.648 

71.8 

499 

1.127 

125.9 

1.17 

1.74 

3.71 

5.19 

(8) Provisions 

664 

1,196 

80.2 

295 

863 

192.5 

0.81 

1.26 

2.19 

3.98 

(9) Net profit (7 - 8) 

(10) Return on advances 

295 

451 

52.9 

204 . 

264 

60.0 

0.36 

11.51 

0.48 

12.98 

1.52 

15.97 

1.21 

17.85 


Tabi I 3; SotJKCfcs nr Non-Interest Income and Their Impact un Pkoeitabii irv 

fRs vrore) 


Item 

Top Five Nationalised Banks 

18 Foreign Banks 


1990-91 

1991-92 

Increase 

(Per 

Cent) 

1990-91 

1991-92 

Increase 

(Per 

Cent) 

(1) Commission, exchange 

484 

604 

24.9 

216 

278 

28.4 

brokerage, etc 

(2) Profit on investment 

-8 

-31 

300.9 

15 

177 

1050.5 

(3) Proifi on exchange 

144 

370 

157.7 

104 

297 

184.0 

(4) Misc income 

91 

95 

4.4 

II 

21 

90.9 

(5) Total of non-interest 

income 

711 

1,038 

46.1 

346 

773 

123.1 

(6) Non-interest ex|)enses 

1,956 

2,326 

18.9 

320 

482 

50.6 

(7) Burden (6-5) 

1,245 

1,288 

3.5 

-26 

-291 

1019.2 

(8) Net profit 

295 

451 

52.9 

204 

264 

60.0 


foreign banks tabulated by us (Rs 14.625 
crore) account for 87 per cent of the total 
deposits of the 23 foreign banks covered 
by the I BA monograph. 

The operating profit (net profit plus 
provisions) as percentage of working 
founds at 3.71 for 18 foreign banks in 1990- 
91 was more than three times that of the 
lop Five nationalised banks at 1.17. The 
relative position did not alter much in 
1991-92. Both higher interest spread and 
‘other income* have contributed to the 
high prontability of foreign banks. Ad¬ 
vances of foreign banks are qualitatively 
different from those of Indian banks as 
the foreign banks’ advances are given to 
the choicest and most profitable blue<hip 
companies. It has been reported that at 
the first sign of irregularity, the foreign 
banks ‘shed’ the accounts which are then 
picked up by public sector banks. As men¬ 
tioned above, in the case of consortium 
advances under rehabilitation, foreign 
banks refuse to take up their share and 
when nationalised banks object to such 
an attitude, the foreign banks have no 
hesitation in suggesting that the latter may 
take up the matter with authorities, fully 
confident that the authorities will ask the 
Indian banks to take up the share of the 
foreign banks. As mentioned in an article 
in the PNB Monthly Review in January 
1991, i e. long before the scam. “The 
foreign banks conduct business for pro¬ 


fit, at times inviting the charge of being 
unethical” The scam is only a logical ex¬ 
tension of the growing unethical practices. 
The role of the Merchant Banking semi¬ 
nars conducted by a leading foreign bank 
two years ago in preparing the ground or 
recruiting the victims for large-scale scam 
remains unexplored. 

With tne introduction of norms for 
capital adequacy and strict provisioning 
for non-performing assets, income from 
non-fund business (fee income) has 
assumed crucial importance in maintain¬ 
ing profitability and capital adequacy 
norms. Therefore, all over the world, 
banks are searching for lee income: In the 
new environment, for a bank to be pro¬ 
fitable, non-interest expenses should be 
matched by non-interest income. The gap 
between non-interest expenses and non- 
interrst income is referr^ to as ‘burden’. 
Negative ‘burden’ means that it is con¬ 
tributing to the profit of the banl^. The 
role of ‘burden’ in the profitability posi¬ 
tion of Indian and foreign banks is 
brought out in Table 3. 

Thble 3 shows that in all the sources of 
non-interest income, Indian banks were 
far behind foreign banks in terms of 
percentage increase: Profit on investments, 
generated by the scam, increased by over 
10 times for foreign banks whereas for 
Indian banks the loss increased by three 
times to Rs 31 crore: For foreign banks. 


the burden was negative meaning that it 
made a positive contribution to the net 
profit; during 1991-92 the contribution of 
‘burdra’ exceed the net profit of foreign 
banks by 10.2 per cent. For Indian banks, 
the burden is a real drag on profit. As a 
3 per cent spread is reasonable from fund 
operations. Indian banks have to reduce 
the ‘burden’ by increasing their fee income 
and reducing operational expenses if they 
have to become financially viable. 

An important point qn which I agree 
with Charvaka is the ne^ to quantify the 
concept of adequacy of profit, both gross 
and net. During the recession of 1967-68, 
1 did start some work in this direction- 
information on loans in distress was the 
most guarded secret in those days—but 
rutionalisation changed the entire situa¬ 
tion. After rutionalisation, profit or even 
loan quality ceased to be important para¬ 
meters of efficiency of banks. As banks 
arc not following any norms for provision¬ 
ing to keep the porifolio'healthy, little in¬ 
formation is available even within banks 
to quantify provisioning needs in a nor¬ 
mal business situation or even in an ab¬ 
normal recessionary situation as Indian 
industry is undergoing now. My assess¬ 
ment is that normal provisioning need 
nuy come to I per cent of loans or slightly 
over 0.6 per cent of working funds. For 
paying taxes, reasonable dividend to 
shareholders necessary to attract capital, 
for reasonable addition to reserves, etc, 
another 1.2 per cent of working funds is 
required. In brief, for a bank to remain 
healthy, the required gross profit may be 
estirruted at 1.75 to 2 per cent of working 
funds. To achieve this, it is not necessary 
to close down rural bratKhes or reduce 
priority sector advances. It is possible to 
achieve it even with the present interest 
rate structure, if non-performing loans 
could be reduced from the lewl of 14 per 
cent to a reasonable level of 5 to 6 per 
cent. But for this the credit system has to 
be rebuilt on the basic principle of bor¬ 
rowers’ moral responsibility to repay 
loans, which was once in the blood of 
Indian peasants. 
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A marked feature of Hindu society is the formal sanction for an 
extreme expression of social stratification in which women and 
the lower castes have been subjected to humiliating conditions of 
existence. Caste hierarchy and gender hierarchy are the organising 
principles of the brahtnankal social order, but despite their close 
inter-connections neither scholars of the caste system nor 
feminist scholan have attempted to analyse the relationship 
between the two. 579 
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Farmers and Biodiversity 

Biodiversity is one of the vital issues that affect the survival of the 
large majority of our people whose livelihoods depend on 
agriculture, fisheries, animal husbandry and related activities. 
Intellectual property rights as related to biodiversity will determine 
rights to and control over biological resources, as well as rights and 
access to knowledge and innovation. It is a democratic imperative 
that farmers whose lives depend on biodiversily and who have 
played a role in its evolution be consulted in the negotiation and 
implementation of international treaties. 555 


Dalit Movement in 

Sociology 

The dominant current in 
sociological studies of the dalit 
movement has viewed dalit protest 
as a necessary outcome of Hindu 
tradition with its deep-rooted 
prejudice against the dalits. It 
has ihcreforc assumed that the 
movement is limited to achieving 
the objectives of advance in socio¬ 
economic. civic and political Helds 
within the existing order, without 
seeking a transformation of 
society. This has distorted the 
understanding of the dalit 
movement in mainstream 
sociology. 570 

Down the Drain? 

The massive growth of irrigaiioii 
in India in this ccniurv has taken 
place, without adequate assessment 
of the availability of and demand 
for water resources, which has 
always received a iow priority in 
research in the field of irrigation. 
These aspects have also not been 
considen^ in the choice of the 
appropriate mode and scale of 
irrigation. 516 


MiRHed Chances 

Indian businesses have yet to 
capitalise on the opportunities 
available in Malaysia because 
India’s diplomacy there is more 
active than its business 
presence. 369 


lechnological 

Self-Reliance 

The CSIR it a microcosm of ail 
that is- right atul wrong with our 
policies for self-reiiance and their 
implementation. The recent release 
of the draft Technology Policy 
Statement artd the budgetary 
initiatives to encourage more 
R and D expenditure by Indian 
industry call particular 
attention to this subject. 565 

Search for Markets 

The development of increasingly 
more capital-intensive production 
under modern capitalism lcad.s to 
growing unemployment ill the 
developed capitalist countries as 
well. As a corollary we have this 
new face of imperialism: the 
continued exploitation of the 
developing countries not by the 
flow of capital for the extraction 
of raw materials, but by direct 
intervention in the production 
patterns in these countries in 
order to ensure market access 
for the products and services 
of the developed countries. 531 

Technology Transition 

Garhwal is heading for a change 
in housing technology, but in the 
midst of confusion and chaos. The 
October 1991 earthquake shook 
the very basis of the extant 
housing technology, but how 
clfective will be the technology 
transition sought to be induced 
by the relief programme? 561 








LETTERS TO EDITOR 


Misuse of Religion 

PRIME minister P V Narasimha RaoS 
statement in the parliament on March II, 
1993 that his government is considering 
constitutional amendment to eliminate 
use of religion for electroal purposes fails 
to inspire conEdence in his government 
which has undertaken several steps to fur¬ 
ther bolster the communal-fascist forces 
in the country. A government which 
silently witnessed the demolition of the 
Babri Mas|id and the subsequent rape, 
killings, loot, pillage in Bombay, $urai, 
Bhopal, Ahmedabad has in fact brought 
in several measures through the back door 
which lend weight to our conviction that 
the Rao government says one thing and 
does another. For instance; 

(1) The information and broadcasting 
ministry has recently awarded a contract 
to J K Jain, a BJP MP, to make a telefilm 
on Bangladeshis for the Doordarshan. An 
advance of Rs 60,000 has been released, 
but when the PM office and the I and B 
ministry was approached they refused to 
specify the procedure adopted to hire 
Jain's services. It is a matter of record that 
Jain belongs to a party which has not only 
been responsible for the destruction of the 
Babri Masjid and the subsequent violence 
in different parts of the country, hut has 
been under the guise of declaring a war 
against the so-called ‘Bangladeshis' tet- 
rorising the minorities. The decision to 
award the contract for a film on such a 
sensitive subject to Jain is fraught with 
serious and extremely dangerous rcperciis 
sions. And is an indication of the close 
co-operation between the BJP and the 
Rao government. 

(2) On February 26 and March I union 
home minister, .S B C'havan informed 
parliament that the government has 'of¬ 
fered' the Kashmiri pandits a ‘safe /one' 
in any part of the valley of their choice. 
Since a section of Kashmiri Hindu refu 
gees have been demanding a 'homeland' 
for Kashmiri pandits in southern part of 
the valley it is implicit in the government's 
offer that it is moving towards vivi.scclion 
of the valley along religious lines, in ac¬ 
cordance with this demand. 

There is further evidence of collusion 
between the Congress government and the 
RSS in this instance. A section of R.SS 
brain trust have mooted the proposal fur 
‘demographic Indianisation' by which is 
meant settling Hindus in the valley as a 
‘final solution'. We apprehend that 
Chavan's 'offer' is the first step towards 
realising that pernicious doctrine. Th< 
government's pandering to.fringe Hindi- 
groups for short-term gains carries witliii 
it the seeds of Ikrgcr conflict in the 
making. 


(3) The government lays itself wide 
open to the charge of perceiving its role 
as a defender of Hindus and not of 
Indians by issuing a guideline calling on 
the states to deal differently with Hindus 
and Muslims of Pakistani origins over¬ 
staying in India after the expiry of their 
visas. The guideline recently issued by the 
central government states that whereas 
Pakistani Hindus should not be deoorted 
for overstaying, their Muslim counterparts 
should be dealt with under the relevant 
provisions of the Citizens Act.- 

The government stands proposing dif¬ 
ferential treatment of Hindu and Muslim 
Pakistanis and thereby projecting itself as 
a benefactor of the Hindus makes suspect 
professed claim to defend secular-demo¬ 
cracy. The Sangh combine too makes-a 
distinction between Bangladeshi Hindus 
and Muslims and has been exerting pres¬ 
sure on the Indian state to become the 
patron of all Hindus regardless of their 
nationality. The centre’s directive to the 
states subverts the basic Constitutions 
principle of equality before law and non¬ 
discrimination on grounds of religion, 
caste, gender or race. 

What IS needed, therefore is not more 
laws and legi.slations, but for the Indian 
goveriiment to effectively demonstrate 
through deed arid action that does not 
fas our one religious community, namely, 
the Hindus, over others. 

It might be recalled that the Religious 
Places Mi.su.se Act 1987 which empowers 
the government to act against and pro¬ 
secute groups or individual for misusing 
a place of worship has never been used 
against any Hindu fanatic group which 
have been freely u.sing religious places to 
promote hatred against the minorities. 
T herefore, before contemplating any new 
legislations we remind the government to 
implement the existing laws, to set its own 


house in order, and to demonstrate its 
commitment to uphold .secular democracy. 

PtOntfS MOVEMtNT FOR 
SlfCULARtSM 

New Delhi 

In Defence 

IT is difficult to understand as to what 
the writer of the piece, ‘Shift in Political 
Alignment* (January 2-9) wants to make 
out in his observation: “The provocation 
for the police firings, according to the of¬ 
ficial version repeated'by chief minister, 
Jyoti Basu, came from the violent attack 
against the policemen, in which fire-arms 
had been reportedly used!’ 

The police force,must act whenever 
there is any major threat to law and order 
situation. The members of this force can¬ 
not remain aloof or sit idle when .people 
and the police personnel are violently at¬ 
tacked. In Hariharpara, a small section of 
the local people M by certain quarters 
who have vested interest in land engineered 
the trouble They were not ‘reportedly’ but 
actually armed. The chief minister, Jyoti 
Basu, after getting various administrative 
reports on the Hariharpara situation in¬ 
cluding one by Buddhadev Bhaitacharyya, 
the information and cultural affaiis 
minister, decided to order a judicial en¬ 
quiry into the matter. The chief minister 
reached that decision on his own. No 
agitation or anything of that kind had 
anything to do with his decision. It would 
not be out of place to mention that owing 
to prompt and effective measures adopted 
by the state government, peace has returned 
to chat place and people of the locality are 
now hapn' about the developments. 

S Bandyopaohyay 
Chief of l^iSvs Bureau 
Government of West Bengal. 
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Time for a Review 


T he ignominious manner in which the central govern¬ 
ment has withdrawn its request for the World Bank 
loan for the Narmada dam is }wt another sign of the in¬ 
creasing malleability of the state. If in spite of all that 
has happened the centre and the concerned states were 
to go ahead with the Sardar Sarovar Project, the Indian 
state will have lost its credentials on both count.s: demo¬ 
cratic perceptions and environmental sensitivity. 

The fact that the World Bank loan will no longer be 
forthcoming is hardly a surprise. The writing was on the 
wall almost a year ago at the time that the Morse com¬ 
mittee was set up. As is well known, it was the interna¬ 
tional movement against the dam which had put pressure 
on some of the directors of the Bank resulting in the set¬ 
ting up of an independent review. However, a section 
within the Bank continued to pursue the policy of accom¬ 
modating the Indian government’s ill-conceived and bor¬ 
rowed notions of development in pursuit of which man¬ 
datory environmental and R and R norms could be set 
aside and this is what resulted in the much discussed Next 
S/e/7.r document which ail but refuted the criticisms of the 
Morse committee. After October, the centre and the 
Gujarat government pulled out all stops on the construc¬ 
tion of the dam and indulged in cosmetic measures on 
the R and R front. For example, the environment 
ministry’s concerns about preserving forc.st land in 
Maharashtra, which would have meant that there was no 
land available for resettlement of the oustecs, were over¬ 
ruled and the land so allotted. Police repression on the 
activists has also increased. 

In the face of all this for the government to talk of 
‘preserving its dignity’ by withdrawing the request for the 
last instalment of the loan, is to say the least, ridiculous. 
In any case, it is very clear that this has come about 
through collusion with the Bank authorities. As had been 
obvious for some time now, the Bank was caught in a cleft 
stick: it could not put pressure on the Indian government 
to stick to the mandatory requirements, but would have 
found it equally embarrassing to foreclose the loan. Even 
in October when the Narmada loan issue had come up 
before the executive directors of the Bank, a significant 
minority had strongly recommended that the Bank should 
terminate its involvement in the project. Even tho.se who 
supported the continuation of assistance, had insisted that 
all the benchmarks should be achieved in six months. And 
it was clear that this was not going to happen. It is signifi¬ 
cant that the announcement was made first by the World 
Bank at a press conference, only after which did the Indian 


government cnoose to make its so-called decision public. 
And this when the Gujarat assembly was in session as was 
parliament. If the main reason for withdrawing (he tc- 
quest was indeed the ‘dignity of the nation' why did the 
rulers of the nation not put it before the people’s represen¬ 
tatives? That there had been some moves in this direc¬ 
tion was clear from the fact that a new proposal to make 
the power generation part of the project a joint sector or 
private enterprise had been mooted .some months ago. 
And there is much talk now of raising the necessary fiinds 
from public bonds here and abroad. This is indeed s«) 
much hot air for. public sector bonds have generally had 
a poor rcsporis cccntly. On the other hand, it is possi 
ble that the S ’ million required to complete the pro 
jeet may well be raised from pooling together rcsouiees 
from the three states by depriving other sectors of lunds. 
As it is Gujarat’s other irrigation projects, more useful 
and less damaging, have suffered over the years from luck 
of financial resources because of the Narmada project. 
Even if this were done, there is the question of the other 
(wo loan amount.s, one of which was for the canal and 
the other for rehabilitation, which were being processed 
by the Bank. These amounts, adding up to $ 47S million, 
will now have to be found elsewhere. 

If the project goes through as it is, then the only con¬ 
ditions it will have to meet with arc specified in the 
Narmada Waters Tribunal Award which is more stiingent 
on some aspects but on most less .so than the World Bank 
requirements. It is imperative that all people’s resources 
must be mobilised to seek a review of the project and this 
will have to be mounted especially in Madhya Pradesh 
and Maharashtra, which on balance stand to lose moic 
than they gain, not only in terms of tire cor.iparativcly 
small benefits accruing from the project, but also because 
resources will now have to be diverted from other sectors 
to make this ill-conceived project a reality. For instance, 
activists have pointed out that the power component 
which is to be sliared by the three states will be in 
finitcsimal because the yield has been ackiuiwlcdgcdly 
overestimated. As for the other components, both these 
states will be supporting oustccs for a project which will 
hardly improve their irrigation or drinking water situa¬ 
tion. iTthe centre is to salvage anything at dll from this 
sordid episode, it must set up a review ol the Nuniiada 
projects and in fact of all the major rnulti[>urpo.sc pro¬ 
jects and show a way towards alternative people-oriented 
development of water resources. Then it will have preserv¬ 
ed its dignity. 


Economic aiid Political Weekly April 3, 1993 


543 



STATE FINANCES 

Costs of Stabilisation 

FOR prolagoniMs of so-callcd economic 
reform, improvement in labour producti¬ 
vity is a matter of use of sophisticated 
machinery, preferably imported. They 
have little patience with arguments about 
the close link between productivity and 
the size and quality of stale expenditure 
on the social infrastructure. All the same 
the link is palpable, as much for industrial 
labour as for agricultural labour. There 
can be little hope of worthwhile improve¬ 
ments in labour productivity in agriculture 
if small farmer and labour households 
continue to remain bereft of basic health 
and education facilities. The abysmal state 
of social infrastructure demands extreme 
care and selectivity in imposing cuts in 
public expenditure as part of stabilisation 
and structuilil adjustment policies. 

It is against this background that the 
ongoing fiscal adjustments should be 
judged. It is nobody's case, of course, that 
there is no scope for economies in govern¬ 
ment expenditure or that the enormous 
corruption and inefficiency in government 
programmes should remain untouched. 
What can be argued is that to achieve 
fiscal correction, we require not conven¬ 
tional fiscal compression but institutional 
reforms apart from an effective progres¬ 
sive tax structure. To plunge into the 
former without devoting much thought to 
the latter can be disastrous for the vast 
majority of the people But this is precise¬ 
ly what seems to be happening; the central 
and state governments have failed to 
achieve any significant moderation of 
their consumption expenditures so that 
virtually the entire burden of fiscal 
stabilisation has fallen upon capital for¬ 
mation and development expenditures. 

This is clearly brought out in the 
Reserve Bank of India’s study of the 
finances of state governments in 1992-93. 
published in its monthly Bulletin of 
March 1993. For the first time, the study 
presents a comprehensive set of aggre 
gative tables on the states' own deficit, on 
revenue and capital accounts and total, 
though one would have liked to sec along¬ 
side the statistical compilation some ap¬ 
preciation of the factors and forces 
responsible for the changes indicated by 
the numbers, particularly those in the area 
of centre-state financial relations. The 
growth in overall transfers to the states 
from the centre is tapering off. The rise 
in states' market borrowings as also in the 
centre's loans against small savings has 
been held down below normal lesels. At 
the same time, the stales' irut^esi burden 
on the centre's loans has genie up sharply. 
For instance, the rate of interest on small 
savings, which was about 7.S per cent in 


the middle of the I980S, has been raised 
to 14.5 per cent from June 1992 and that 
on Plan and non-Pian loans from 7.S per 
cent to 11.5 per cent. Similar increases 
have taken place in the cost of the states’ 
market borrowings. Besides, the rise in 
slates’ administrative expenditure is very 
much a factor of having to keep up with 
the revision of dearness allowance and 
other perquisites granted by the centre to 
its own employees. 

The deterioration in the slates' Finances 
brought out in the Reserve Bank study, 
which is for 1992-93, should be expected 
to worsen in 1993-94 as the centse's budget 
for the year has significantly reduced the 
growth in central assistance to the states. 
Against this background, the union 
finance minister’s claim that his budget 
for 1993-94 has given a boost to the 
Eighth Plan and in particular to Plan pro¬ 
grammes in the social sectors and in rural 
development has a hollow ring to it 

The development expenditure of all the 
states together, which grew at 16.1 per cent 
annually during 1980-81 to I984-8S and 

13.7 per cent annually during 1985-86 to 
1989-90or by 19.2 percent in 1990-91 and 
16 per cent in 1991-92, was budgeted to 
increase by just 5.6 per cent in 1992-93. 
Their non-development expenditure, on 
the other hand, was budgeted to expand 
at a little over 21 per cent, the same as in 

1991-92. More spcciFically, expenditure on 
administrative services was expected to 
.show a rise of 31.1 per cent in 1992-93 as 
against 8.6 per cent in 1991-92 and an an¬ 
nual average growth rate of 16.8 per cent 
in the 1980s. Among development expen¬ 
ditures, those on social services have been 
worst affected in recent years. The rise in 
these expenditures was 12.8 per cent in 

1991- 92 and 8.4 per cent in 1992-93. Ex¬ 
penditures on economic services, which 
grew by 19.5 per cent in 1991-92, slumped 
to 2.8 per cent in 1992-93. 

The states' tax effort has not been 
unimpressive. 1 he growth of receipts from 
the states' maior taxes ranged from II per 
cent to 26 per cent in 1991-92 and in 

1992- 93; and total revenue from the states' 
taxes rose by 15.7 per cent in 1991-92 and 

14.8 per cent in 1992-93. As a result, 
despite the deceleration in growth of cen¬ 
tral translers to the states, the slates have 
by and large manged to contain their gross 
fiscal deficit (GFD) as a proportion of 
their total expenditure, at around I8.S per 
cent since the beginning of the l9K0s. As 
a percentage of GDP at current market 
prices, the stales’ GFD has stood at 
around 3.S per cent. The stales’ own 
overall deficit as a proportion of their ex¬ 
penditure has also remained stable at a lit¬ 
tle over 39 per cent since 1980-81 and as 
a percentage of GDP at around 6 per cent. 


Overall, the state governments’ manage¬ 
ment of their Finances has thus not been 
without its positive aspects, but the 
Reserve Bank study cannot conceal its 
pro-centre bias. For instance, the stales are 
castigated for their persistent revenue 
deficits though the central government has 
changed its tune in this regard, with the 
union finance minister justifying the 
revenue deficit in the central budget for 

1993-94 on grounds of the need for larger 
social sector expenditure. Surely, this 
justification should hold for the states as 
well. Similarly, the study suggests that the 
states' efforts to mobilise own resources 
have not shown improvement, though it 
has to admit that the stales’ own deficit 
as a proportion of GDP was expected to 
be lower at 5.8 per cent in 1992-93 as 
against 6.1 per cent in 1991-92 and the 
average of 5.9 per cent during the 1980s. 
This despite net devolution of resources 
from the centre to the states as a propor¬ 
tion of their aggregate receipts being 34.9 
per cent in 1992-93 and 34 per cent in the 
previous year compared to an average level 
of 36 per cent during the 1980s. Again, 
while the study emphasises the need for 
restraint on ways and means advances 
from the Reserve Bank in the context of 
the stabilisation programme, it makes no 
mention of the fact that the permissible 
levels of these advances have remained 
unrevised for many years despite the 
sizeable growth in the size of the states’ 
financial operations. 

CONGRESS 

Spurious Choice? 

A correspondeni writes: 

EVEN for those watching from a ringside 
seat, the slanging match between a slip¬ 
pery prime minister and his slimy detrac¬ 
tors in his party is fast losing its entertain¬ 
ment value. We have a choice between a 
Narasimha Rao who is incapable of learn¬ 
ing from the past, anjj an assortment of 
grumbling rivals who cannot stop living 
in it. As a result, we are fed by the media 
every day with the monotonous news of 
pcricxlic cabinet reshuffling, signature 
campaigns and couniei-signaiure cam¬ 
paigns by the rival camps, their obligatory 
visits at regular intervals to the sphinx at 
10 Janpath, and dissection by media per¬ 
sonalities of the prime minister’s slightest 
facial twists, tone of voice and casual 
comments to discover some new spicy 
staple for the readers. 

But if we strip the daily news and com¬ 
mentaries to their bare bones, we find that 
there are no issues involved whatsoever in 
the so-called war between the Rao leader¬ 
ship and the dissidents. It is the same old 
story of jockeying for power among a 
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bunch of greedy politicians, some among 
jvhom are trying to ride piggyback on 
political ideas like ‘secularism’, ‘sociaiism’, 
the ‘Nehruvian tradition', etc, etc 

Tb take Rao Hrst, after months of 
masterly inactivity—which cost thousands 
of lives in the riots following the demoli¬ 
tion of the Babri mosque—he decided to 
swing into action by foiling the EUP rally 
on February 2S. Immediately, his follo¬ 
wers began to lionise him as the greatest 
fighter against communalism, in a bid to 
disarm Arjun Singh and others in the par¬ 
ly who had been accusing him of chicken¬ 
ing out from a confrontation with the BIP. 
The feuding panymen in Maharashtra soon 
after this, appealed to Rao to choose the 
chref minister from among the contending 
groups. This was again in the true ‘Nehru¬ 
vian tradition’ of the pa.si when Con- 
gressrpen in the states left the choice of 
their state leadership in the hands of their 
prime minister at the centre Rao look the 
opportunity to get rid of Sharad Pawar— 
who was getting too big for his bools— 
and shunt him off to Maharashtra. 

Rao’s rivals at the centre, after a brief 
lull following the February 23 action, soon 
mustered their forces-this time picking 
upon the one-man-one-post issue deman¬ 
ding that Rao should either quit the post 
of the prime minister or that of the party 
presidept. in a quick rejoinder, the 
loyalists began a campaign of collecting 
signatures to a letter which, avoiding the 
one-man-one-posi dispute sought to 
bolster up Rao’s newly made up image of 
a tough anti-BJP prime minister. In their 
hurry however, they made a faux pas— 
by the standards of the ‘Nehruvian tradi¬ 
tion’. While trying to defend Rao against 
the charge that he had allowed the BJP 
to thrive they said: “Neither the electoral 
decline of the Indian National Congress 
nor the rise of comniunal forces in the 
country began with the assumption of 
the prime minister’s office by Mr P V 
Natasimha Raa Mr Rao was certainly not 
the prime minister when the Bharatiya 
Janata Party gained ground in the Lok 
Sabha, increasing its numbers from two 
to 89, and then to 119." It is a statement 
of fact which none can deny. But then, it 
also suggests that the BJP grew in strength 
during the hey-day of Rajiv Ciandhi's 
prime ministership. Rao’s rivals were quick 
to seize upon this as an insinuation 
against Rajiv, and hence, an attack on the 
sacrosanct ‘Nehruvian tradition’! It is not 
as if all the rivals of Rao were great ad¬ 
mirers of Rajiv, ^ut any stick is good 
enough to beat Rao. A harassed Rao had 
to rush to 10 Janpath to rea.ssurc Sonia 
Gandhi of his ever-lasting devotion to 
her dead husband. Not to be left behind, 
his rivals also approached the lady to 
demonstrate their loyalty and warn her 
against Rao's misdemeanour. 


It is shameful that this sordid ding- 
dong in the Congress camp is being 
amplified by gangs of pettifogging politi¬ 
cians to drown the more real danger 
signal—the reverberations from Ayodhya. 
Whether we call these Congressmen 
‘loyalists’ or 'dissidents’, ‘communalists’ 
or ‘secularists’, ‘Nehruvian’ or *anti- 
Nehruvian’, there is not much of a choice. 
If Rao is fiddling while the country burns, 
his opponents are allowing it to go up in 
flames to fiddle later. 

Another correspondent adds: 

FAILURE to resist temptations to 
thoughtlessly pursue personal ambitions 
may sometimes ruin a more worthy under¬ 
taking. Arjun Singh’s latest foray in the 
CongressfD’s inner-party tussles provides 
an apt example of this. His contributions 
to the cause of stiffening the party’s 
resistance against the Hindutvavadi offen¬ 
sive cannot be seriously belittled. Starting 
from his moves in the last Tirupati AICC 
session up to date he has been consistently 
and persistently doing this job. And, few 
can honestly doubt that his constant urg- 
ings did play an important part in finally 
inducing Narasimha Rao's government to 
adopt the ‘no nonsense’ stance that it did 
in rebuffing the BJP's audacious move for 
overiunning the national capital on 
February 25 last. He could and should 
have carried forward this battle to a new, 
higher stage in the coming Surajkund 
AICC, but for his faux pas which ended 
in his isolation in the Congress(l) Work¬ 
ing Committee meeting on March 22-23. 
In trying to improve his position in power 
struggle vis-a-vLs the prime minister, he ac¬ 
tually diluted the impact of his political 
offensive by his open attack on P V 
Narasimha Rao’s dual position. He expos¬ 
ed his own predilections for the power 
game at a particularly unsuitable moment. 

First, by opting for the strong rebuff to 
the BJP's move in New Delhi, Narasimha 
Rao has in the meantime won the ac¬ 
colade of the secular forces in the party 
and outside who are reluctant to weaken 
his hand at this moment. Secondly, this 
reluctance has been further strengthened 
by the more recent menace of bomb b!a.sts 
in Bombay and Calcutta. Hence, Arjun 
Singh failed miserably to secure support 
from any quarters and was easily isolated 
and cornered in the Congress(l) working 
committee. 

As such, he has only succeeded in the 
result in harming his pursuit of personal 
power in addition to the secular cause 
which may go by default now. He has even 
belied the press conjectures about the se¬ 
cond string in his tactical bow, namely, 
that he would emerge as a martyr by for¬ 
cing the leadership's hand to adopt stern 
disciplinary action against himself. He 


has, on the contrary, been persuaded to 
dilute his own position on Rao’s dual 
leadership. He could have served his per¬ 
sonal ambition even better if he had con¬ 
centrated solely on the political issue— 
the safeguarding of secular democracy. 

BANfCS 

Let Off the Hook? 

AS part of the reform of the banking 
sector which has involved the introduction 
of new norms for income recognition and 
the prescription of new capital adequacy 
requirements following the'norms set by 
the Basle committee, it was also envisaged 
that banks should make adequate provi¬ 
sion for bad and doubtful advances in 
their portfolios. According to the fituince 
minister, banks will for this purpose have 
to make large provisions amounting to 
over Rs 10,000 crore. Other informed 
estimates put the figure even higher, at 
over Rs 27,000 crore. 

There can be no argument that banks 
should have made adequate provision for 
bad and doubtful advances. 1'hat they 
have not done so in the past is a sad in¬ 
dictment of the working of our banks, 
most of which are nationalised, and of the 
supervision which the department of 
banking and the RBI have exercised over 
the banks' operations. Year after year, 
banks have bran allowed to show profits 
which did not actually exist. That the 
budget for I993-94 takes credit for a 
mere Rs 82.50 crore as 'share of profits 
from nationalised bank s’—the figure for 
I992-93 (RE) is Rs 80.88 crore--whcn the 
current annual book profits of these 
banks are supposed to exceed R.s 1,200 
crore speaks for itself. But this also shows 
that there has been continuing collu.siun 
between the supervisory agencies and the 
banks lo conceal the fact of large aniouiiis 
of bad and doubtful debts. Even the 
Narasimham Committee had little to say 
on this score except to call for adequate 
provisioning against unrecoverable debts. 
The committee chose instead to train its 
guns against priority sector advances even 
while knowing that what could be deemed 
unrecoverable out of priority sector ad¬ 
vances was a mere fraction of the overall 
figure of banks' bad and doubtful ad¬ 
vances. Was it not necessary to ensure that 
non-priority sector lending should be so 
regulated that it should not end up in such 
massive defaults? 

Having decided that banks should be 
required to make adequate provision 
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oiainst bad and doubtful debts over a 
pmod of two years, starting with 1993-94, 
thfe budget makes provision for what is 
odiously a large amount, Rs 5,700 crore, 
as capital contribution to the nationalis¬ 
ed banks “to meet the gap created by the 
application of the Tirst stage of the nro- 
visioning norms". Though the amount 
proposed to be thus contributed to the 
banks' capital is laige, the manner of fun¬ 
ding adopted is that the government's con¬ 
tribution would be made on the form of 
government bonds. Consequently, there 
will be no immediate budgetary outgo. 
But, as the finance minister has put it, 
“the interest payments on these bonds and 
their ultimate redemption will be a real 
burden on the budget in future". Several 
questions arise. 

First, how does this manner of contri¬ 
buting to the bank's provisioning for bad 
debts really help? Evidently, it does not 
increase their liquidity one bit. What they 
receive with one hand, they are obliged to 
give away with the other. Assuming that 
it still does help, there arises the second 
question. Does it mean that the banks are 
being totally absolved of their obligation 
to either recover the bad debts along with 
interest or to make good the amounts 
ultimately not recoverable out of their cur¬ 
rent incomes? Otherwise, why is the 
government permitting the hanks to retain 
such a large proportion of their profits? 
The balance could, of course, be said to 
go into the banks’ reserves. Firstly, do 
they? Secondly, would it not be more ap¬ 
propriate for the banks to first make up 
for their faulty lending and treat the 
government's immediate contribution to 
such provisioning as a stop-gap arrange¬ 
ment? Othcrwi.se it would amount to set¬ 
ting a very bad precedent, unless the 
flnancT minister wishes to draw a parallel 
here with the loan write-offs of the recent 
past. It should be recalled that he him.self 
is on word referring very disparagingly 
to those loan write-offs though (or was 
it because?) they related to the lowly 
among the borrowers. In any case, the 
position needs urgently to be clarified. 

Another question relates to the accoun¬ 
ting strategies adopted for making the 
capital contribution of Rs 5.700 crore to 
the nationalised banks. Some clarification 
is called for of the status of the bonds of 
equivalent value issued to the banks. 
Since, as the finance minister has warned 
that the interest on these bonds and their 
redemption will have to Ik financed out 
of the budget, don't they straightaway take 
on the character of government sccuritit's. 
presumably undated? And should they 
not be added to the government's internal 
debt? If so, would it nut raise nc\t year's 
figuie of fiscal deficit? 


RU55SIA 

Tough Questions 

BOTH sides in the Russian imbroglio have 
chosen to adopt the stance of willing-to- 
draw-afraid-to-strike as of now. It would 
be too much to claim that they have rein¬ 
ed in their ego to save their motherland 
from the almost certain prospect of a gory 
civil war. Such a suggestion would con- 
stitue a bare one-quarter of truth. No 
basic change of heart is evident either 
among the Congress of People's Deputies 
or among the adherents of Boris Yeltsin. 
A fresh crisis could therefore rear its head 
in the noi-ioo-distant future and even 
before April 25., the proposed date of the 
scheduled referendum. For there is a 
deep—and seemingly unbridgeable- 
divide between the two factions on the 
phrasing of the terms of the referendum 
itself. Meanwhile, though, the goings-on 
in Russia have provided an opportunity 
to western hypocrisy to scale new heights. 
Boris Yeltsin might have defied the 
Russian legislature, he might have broken 
the constitutional oath he took at the lime 
he was elected president of the republic; 
he was still the choice of the west. His 
gambit to rule by decree was straight out 
of a dictator’s book, but, take a sounding 
among western politicians and pundits, 
Yeltsin represents the qiiiiiies.sence ol 
democracy. They have proffered one thin 
intellectual explanation in defence of their 
choice: Yeltsin has been directly elected 
by the people; according to president 
Clinton's testimony, the only one to be so 
elected in Russia for more than a thou¬ 
sand years. But the People's Deputies 
adorning the. Russian Congress could 
retort that they too were elected by the 
people, and, unlike Yolisin, they have 
scrupulously stayed on this side of the 
Constitution. They would be guilty of 
crass naivete. tX-niiKracy has to be what 
it is defined to be by the west. In L.atin 
America, has not the flag of democracy, 
in country aftei country, been kept ahoist 
on behalf of the w^st by blood-sucking 
military dictators? Jf western choice in 
Russia for extending and strengthening 
the ramparts of democracy falls similarly 
on scheming dictators, there is nothing 
pa.'icularly extraordinary to write home 
about. Observers in India can in fact 
quote comic precedents from within their 
own shores. At the time Indira Ciandhi 
decided, nearly two decades ago, that the 
democratic pretensiims of the Indian Con¬ 
stitution needed tc take a breather since 
fascist conspirators were endangering the 
polity, and they had to be foiled, she was 
initially in no dearth of enthusiastic local 
supporters. One such enthusiast, a func¬ 
tioning minister in West Bengal, went 
vociferously on record: Indira Gandhi for 


ever, fascism must be resisted, he and his 
comrades would not mind recourse to 
fascist methods if that was what the doc¬ 
tor ordered for saving India from fascism. 

Boris Yeltsin would of course like the 
west to offer .some concrete proof of the 
genuineness of their passion for demo¬ 
cracy by despatching, immediately, several 
billion dollars of aid; democracy has to 
have a material basis. Here too western 
duplicity cannot but dazzle. There is much 
sympathy for Yeltsin, but no tea. Aid- 
weariness has affected both the US and 
western Europe. They have already loan¬ 
ed to Russia eighty billion dollars; little 
possibility exists of ever recovering this 
sum. In the circumstances, further aid to 
that troubled land is difficult to con¬ 
template, more so since Henry Kissinger 
warns of a resurgence of intense nationa¬ 
lism in Russia, so much so that showering 
Yeltsin with more bounty might carry the 
danger of rendering him a western stooge 
in Russian eyes That would actually harm 
the long-term interests of the west. Given 
this situation, the western governments are 
likely to simply confine themselves to 
leading Boris Yeltsin up the garden path; 
he would be left to his own devices beyond 
that point. 

With prospects of direct western in¬ 
volvement growing remote, the denoue¬ 
ment in Russia is bound to depend largely 
upon the frame of mind of the defence 
and security forces. Some shrewd tacti¬ 
cians arc heading these forces. They are 
yet to show their hands, they are perhaps 
not sanguine of receiving full backing 
from their rank and file should they take 
a clear-cut decision either in support of 
or against' Yeltsin. They may therefore 
prefer to stay on the fence unless forced 
off i'. They must be watching hard the 
bell-wether of Russian public opinion. 
As has happened in a number of other 
erstwhile Soviet republics—as well as 
Romania, Slovakia and Yugoslavia—a 
return to power in the Russian republic 
too of erstwhile communist functionaries, 
made to make their exit with such ig¬ 
nominy less than two years ago, is no 
longer to be considered as far-fetched. 

Even should that happen, answers to 
some hard, tough questions would still be 
called for. For example, what went wrung 
with the functioning ol a communist 
party—the largest and most powerful one 
in the world—that it spaw.ned within its 
ranks specimens such as Boris Ybltsin and 
Mikhail-Gorbachev who were able to 
reach the highest rungs of the parly 
hierarchy despite it being proved, on the 
basis of subsequent evidence, that they 
were al! along totally bereft of communist 
faith and ideology. 
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IN THE CAPITAL MARKET 


KEMROCK INDUSTRIES AND 
EXPORTS (KIEL) is a Baroda-bascd 
company ihai has successfully employed 
fibreglass composite technology to meet 
various specific product requirements. 
The company is entering the capital 
market on April IS with a public issue of 
3IS lakh equity shares of Rs 10 each ag¬ 
gregating to Rs 31.S lakh. Of this 7 lakh 
shares will be reserved for non-resident 
Indians on repatriation basis and 14.50 
lakh shares will be offered to fhe Indian 
public. The public issue will part-finance 
the company’s export-oriented project to 
manufacture tilled and reinforced plastics 
and other composites. 1'hc project with 
an installed capacity of 2,0(K) MTPA is be¬ 
ing set up at GIDC Makarpura at a capital 
co.st of Rs SSO lakh. The products will 
have application in areas of construction, 
automobiles, railways, electronics and in 
core sectors of defence, aerospace, atomic 
research, power generation, etc. Kcmrock 
Industries has entered into a memoran¬ 
dum of understanding with Jillotson- 
Pearson, USA, to obtain various types c l 
moulds and processes. The company- 
plans to export its products to bast and 
Europe. USA, Japan, C’hina. Russia, 
West Asia and Africa. The shares will be 
listed on the stock exchanges at Vadodara, 
Ahmedabad and Bombay. 


ABS Industries 

ABS Industries pioneered the era of 
engineering polymers in India way back 
in 1978. Today the company is the largest 
manufacturer of engineering polymer 
resins in the country. The company is 
now on the threshold of a major break 
through—production of styrene acrylo¬ 
nitrile (SAN) resins with an installed 
capacity of 6,000 TPA. The project, set 
up at a cost of Rs 1,900 lakh, is under 
commissioning and is scheduled to go on 
stream any time now. To augment its long¬ 
term working capital, cater to modernisa¬ 
tion of its ABS plant and to fund the 
escalated cost of the .SAN project, the 
company proposes to come out with a 
rights issue of 36,69,550 new equity shares 
of Rs 10 each at a premium of Rs 15 ag¬ 
gregating to Rs 917.38 lakh. The tights 
issue opens on April 5. The SAN resins 
plant has been commissioned in technical 
collaboration with Japan Synthetic Rubber 
Co (JSR), who are also the world leaders 


in plastic and rubber technology. A 
modern dedicated plant, it will be employ¬ 
ing the distributed control system (DCS) 
to produce various grades of SAN resins 
which by virtue of their unique proper¬ 
ties would replace glass and other conven 
tional thermoplastics in hi-tech applica¬ 
tions in automobile. telecommunicatiun.s, 
electronics and household appliance’s. 
About 50 to 60 per cent of the company’s 
production will replace current imports 
and another 20 to 25 per cent is earmark¬ 
ed for captive consumption to make 
special grades of ABS resins. The com¬ 
pany has tied up with Kunstoplast (India), 
an associate of AKC (iroup, Ciermany, for 
export of Its products to Europe, fhe 
company will be able to export 15 to 20 
per cent of its production during the next 
financial vear. 

Coventry Spring and 
Engineering 

Coventry Spring and Engineering of the 
Halna gioiip lias entered the market with 
an issue of 21.70 lakh equity shares 
of Rs 10 each at a premium of Rs 35 per 
share, increasing the paid-up share capital 
thereby from Rs 2.64 crore to Rs 5.25 
crore. Coventry Coil-o-Matic is another 
group company which went public in May 
1991 and commenced commercial produc¬ 
tion in April 1992. Coventry Spring and 
Engineering is making its public issue to 
part finance expansion of coil springs 
capacity from 5,(X)0 tonnes to 8,0(10 ton¬ 
nes per annum at Nagpur. The company 
manufactures leaf and hot framed coil 
springs, laminated bearing springs, 
washers and brake assemblies which pro¬ 
ducts Find application in wagon.s. coaches, 
automobiles, earthmoving equipment, air¬ 
craft and other industrial uses, its clients 
include TEI.CO, Hindustan Motors, 
Premier Automobile and Bajaj Tempo, 
while it has received letters of intent from 
Maruti Udyog for coil springs for Maruii 
vehicles. It is also exporting springs to the 
US, Australia and the UK. Expor in 
1991-92 amounted to Rs 2.6S crore in a 
turnover of Rs 22.58 crore. Profit after tax 
for the year was Rs 95.40 lakh. Owing to 
the railways installing a plant of their own, 
demand for springs registered a drop and 
pre-tax profits progressively declined from 
1987-88 to I9W-9I, while the company 
had to explore new markets. The expan¬ 
sion project is appraised by SBI (.'aps to 
cost Rs 12.75 crore c'f which Rs 5.20note 
will be towards investment in plant and 
machinery and Rs 4.13 crore for long n nn 
working capital requirements. The project 
IS being funded entirely with equity. Com¬ 


mercial production of the expanded faci¬ 
lities is expected by October this year. The 
company has projected a sales turnover 
of Rs 31.09 crore for 1993-94 and net pro¬ 
fit of Rs 3.35 crore to yield an EPS of 
Rs 4.90 and an expected 20 per cent divi¬ 
dend to the shareholders. The dividend is 
expected to be the same for 1994-93 for 
which year sales are placed at Rs 35.88 
crore, net profit at Rs 4.21 crore and EPS 
at Rs 6.75. The Rs 35 premium on equity 
issue has been fixed on the basis of EPS 
of Rs 3.61 and book value per share of 
Rs 39.89, while under the Controller of 
Capital Issues guidelines earlier it would 
have worked out to Rs 34.29. SBI Caps 
and iClC'l arc the lead managers of the 
issue. 


Mercury l..AlK>rat(>ric8 

Mercury l.aburalories (MIL), an 
existing profit-iiiakiiig. dividend-paying 
pharmaceiiii'.'ul company, is entering the 
capital market through Ol'C (Over the 
Counter Exchange of India) on April 6 
with a public offer of 4 lakh equity shares 
of Rs 10 each at a premium ot Rs 9 per 
share. SHI Capital Markets, foi whom this 
will be the first OK issue, are Ihe si>on- 
soi, C'ompulsory Market-Maker and Lead 
Manager to the issue. Indbank Merchant 
Hanking Services are the additional 
Market-Maker and lead Manager lo the 
issue. The company is planning a major 
expansion in marketing by opening 50 new 
headquarters and introducing three new 
products during 1993 -94. I he sales pro- 
jeciions with ihe expansion will be 
Rs 1,7(8) lakh and I IPS lor the year 
1993-94 Rs 3 28. Ml I. was promoted by 
k H .Shah and R 11 Shah 25 years ago. The 
manugeineni is now handled by R R Shah 
as inanaging diiectoi and I> R Shah and 
A K Shah as diuM us. .Ml L manulac- 
iiiii's and inarkeis : wide laiigc of lor- 
iiui. ions ii: India a id abroad, 'fhe com¬ 
pany's sale- .re expo‘led to regislei about 
R'. I,2IK) lakli III Ills' .'iiiieni year with ex- 
psHis 111 Rs I‘ill lakh fhe EPS lor the year 
ciiJed March 31. I‘♦'>2 was Rs 2.90 and the 
company paid dividend ol 15 per cent for 
the vvai. I he company has declared an in 
leriiii disidend ol 10 per cent lot the cur¬ 
rent tinaiisial .ear anticipating better per- 
loiiiiaiice this veai, and continues to cap¬ 
line a giiod share from the country’s ever 
increasing inaiket ol pharniaceuiical tor- 
miilaiioiis. Ihe eoinpany is niaking the 
pieseiu OIC issue lo part finance its 
requiieinciil of working capital. 

-JK 
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COMPANIES 


In the Realm of Hope 


Jairaj Kapadia 

OFFICIAL figures of foreign exchange 
reserves and of proposals of foreign direct 
investment approved by the government 
of India and the Reserve Bank make im¬ 
pressive reading. But as against that, ex¬ 
port statistics have proved depressing. 
Given the situation of the forex reserves 
getting augmented with the stand by credit 
arrangement with the IMF and with 
World Bank loans, it is the position in 
respect of exports and approved FDI pro¬ 
posals maturing into actual investment of 
foreign funds that matters in the ultimate 
analysis. But hope remains of these recor¬ 
ding a rising trend after the announce- 
iiKnt of the unified market-determined 
exchange rate of the rupee. 

The Week's Companies 


As the IMF standby credit of S 316 
million was released on February 18, forex 
reserves for the week ended February 19 
recorded a rise of S 233 million at S S,267 
million. With the latest drawal, the stand 
by credit has been availed of to the tune 
of S 1,609 million out of the total of 
S 2,220 million authorised. Foreign direct 
investment approvals in December 1992 
were for Rs 2M crore, slightly less than 
Rs 272 crore in November while the total 
for 1992 aggregated Rs 3,802 crore, which 
was up more than seven times compared 
to Rs 517 crore for 1991. 

Exports during the April-January 
period of 1992-93 showed a decline of 2.2 
per cent. Exports until November had 


been on the rise, but surted declining the 
next month and were lower still in January 
due apparently to the disorganisation in 
the wake of the communal riots. 

However, now with the market-dbter- 
mined exchange rale of the rupee, exports 
are claimed to be poised for a rise. More¬ 
over, delayed remittances of export earn¬ 
ings have started flowing in. The position 
may get further reinforced as foreign 
direct investment proposals pet translated 
into reality. 

HCL 

Strengthened by 
Restructuring 

The electronic instruments and equip¬ 
ment company HCL has produced en¬ 
couraging results for the year ended June 
30, 1992 with improvements recorded in 
sales and profits. Following the positive 
changes in the government’s economic, 
fiscal and industrial policies bv wav of 
deregulation, decontrol and liberalisation 
together with a restructuring of the 
economy, the directors expect better 
growth prospects for the company in the 
coming years. Significant changes took 
place also within the company. Process 
changes were carried out in manufactur¬ 
ing and resulted in a significant increase 
in productivity and product reliability. 
The company also introduced two new 
models of photocopiers through in-house 
R and D and a new range of digital 
EPABX. Furthermore, with the Delhi 
High Court approving of the scheme on 
November 26, 1991, certain structural 
changes took shape during the year under 
review. Thus the reprographics division, 
communication division and instruments 
division were transferred to the company. 
So also were transferred the investments 
made in the share capital of HCL 
America, USA, and HCL. Finance and In¬ 
vestments, New Delhi, both of which 
became the subsidiaries, and Far East 
Computers, Singapore. The company also 
issued and allotted in accordance of the 
scheme of arrangement on December 27, 
1991,49,64,529 equity shares of Rs 10 each 
to the shareholders of the erstwhile un¬ 
divided HCL in the ratio of 32 equity 
shares for every 100 equity shares held by 
them in the erstwhile undivided company. 
Following the issue of these shares, the 
paid-up share capital of the company has 
increased from Rs 475 lakh to Rs 4% 
lakh. 

In the accounts, the previous vear’s 
figures relate only to the divisions of the 
company in the erstwhile HCL. The year’s 
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Financial Indicators June June "MafclT' March March March 

1992 1991 1992 1991 1992 1991 


Income/expensei/prafils 
Net sales 
Excise duly 
Other income 

Increase Idecrease) in year-end 
finished siocL 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating profits 

Inieresl charges 

Gross profits 

Depreciation 

Profils before lax 

Tax provision 

Profits after lax 

Dividends 

LiatiUiues/anstts 

Paid up capital 

Reserves and surplus 

Long term loans 

Short term loans 

Other liabilities 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which finished goods 

Receivables 

loans and advances 

Cash and bank balances 

Investments 

Other assets 

Total liabililies/asscis 

Kty finanrial ratios 

Turnover ratio 

Return on sates *’• 

Return on investment*''* 

Return on etiuiiy (*•) 

Earning per share 
Dividend (*9) 

Book value per share (Rs) 
Current market price 
P/E ratio 


7443 

6355 

1638 

513 

443 

— 

199 

519 

9 
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3 

J46K 

.36X7 

2.39 

23 

20 

84 

2X9 

86 

65 

794 

969 

80 
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1221 
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1366 

1242 

147 

11(19 

1071 

25 


171 

122 

I(X) 

90 

51 

157 

HI 

■’1 

7 


4.3 

150 

81 

28 

123 

47 

18 

4% 

475 

122 

1644 

1.593 

169 

3147 

2972 

— 

3544 

4104 

192 

1769 

1680 

481 

2179 

2126 

749 

361 

292 

427 

1X44 

1745 

132 

K2I 

983 

29 

2517 

2299 

269 

612 

1181 

160 

95 

141 

.36 

13.S4 

1354 

45 

219 

202 

1 

K460 

8756 

%5 

0.X8 

0.73 

1.70 

3.45 

2 69 

7,45 

3.04 

1.95 
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as in the previous year covers the increase 
in the paid-up share capital and has in¬ 
volved a pay-out of Rs 123.21 lakh against 
Rs 47,47 lakh in the previous year. The 
company has since proposed, in order to 
augment long-term working capital re¬ 
quirements and meet normal capital ex¬ 
penditure. to make a rights issue of 52.12 
lakh equity shares of Rs 10 each at a 
premium of Rs 14 per share aggregating 
to Rs 12.51 crore to the shareholders and 
also to the employees. The proposed issue 
was tabled for approval of the share¬ 
holders at the annual general meeting of 
the company nkh was held in New Delhi 
on November II, 1992. In terms of the 
special resolution at the AGM, the issue 
is to comprise 49.64,536 shares on rights 
basis in the proportion of 1:1 to the 
shareholders and the rem.iinder of 
2,48,000 shares to the employees with any 
of these shares unsubscribed by the 
employees to be offerred to any mutual 
funds/banks/rinancial institutions/invesi- 
mcni institutions and/or such other per 
.son or persons as per the consent of the 
Securities and Exchange Board of India. 

The company is exploring foreign 
markets for augmenting exports. During 
the year it earned Rs 333.56 lakh worth 
of foreign exchange (previous year 
Rs 433.53 lakh) and expended foreign ex¬ 
change of Rs 36.75 lakh (Rs 27.74 lakh). 

INDO LOWENBRAU BREWERIES 

Beer Boom 

A modest increase in dividend from Rs 
1.25 per share to Rs 1.50 has been made 
by Faridabad's beer-making Indo Ijowen- 
brau Breweries for the financial year end¬ 
ed March 31, 1992. Against a licensed 
capacity of 50,000 HI., the company pro¬ 
duced 113,560 HL of beer, compared to 
110,739 HL in the previous year, while it 
sold less at 113,850 HL compared to 
114,747 HL previously. In value, however, 
sales recorded a sharp ri.se from Rs 1,341 
lakh to Rs 1.617 lakh in a total turnover 
(inclusive of miscellaneous items of sale) 
of Rs 1,638 lakh against Rs 1,356 lakh 
recorded for the previou.s year. Apparent¬ 
ly, the margins markedly improved on 
beer sale with higher prices. With profits 
improving, the tax provision has shot up 
from Rs 2M lakh to Rs 430 lakh, and pro¬ 
fit after tax has worked out lower at Rs 28 
lakh compared to Rs 33 lakh for the 
previous year. But a higher dividend has 
been accommodated with the surplus of 
Rs 13 lakh brought in from the previous 
year augmenting profits for appropriation 
to Rs 40 lakh, compared to Rs 38 lakh in 
the previous yea'. The balance carried over 
is less at Rs 7 lakh, but this after providing 
Rs 5 lakh as tax for earlier vears and 


‘*f)^nsierring as in tne previous year Ks lu 
lakh to general reserve. 

It is pertinent to refer to the observa¬ 
tions of the directors on the working of 
the company. First, the production of beer 
was a record. And secondly, the increased 
cost of inputs, especially malt, hops and 
boitles, and higher interest charges could 
be fully offset by the company with in¬ 
creased selling prices. Quite obviously, this 
was possible, as the market for beer was 
buoyant. The prospects for the current 
year as well arc regarded as satisfactory. 
The company neither expended foreign 
exchange on imports nor earned any by 
exports. 

INDIA GYPSUM 

Rights Issue 

India Gypsum is still in the red-despite 
gross sales registering a growth of 27 per 
cent from Rs 652 lakh to Rs 832 lakh dur¬ 
ing the year ended March 31, 1992. As 
sales perked up with increasing acceptance 
of the company’s products in the market, 
operating profit also amounted more. But 
sharply enhanced interest charges more 
than swallowed the gain in operating pro¬ 
fit, and the company ended up with a loss 
before depreciation of Rs 118 lakh against 
Rs no lakh in the previous year. Post- 
depreciation also the loss worked out 
more at Rs 196 lakh compared to Rs 181 
lakh earlier, and the aggregate of debit 
balance carried to balance sheet swelled 
from Rs 646 lakh to Rs 842 lakh. 

The company pins hopes on increase in 
building construction activity for a higher 
demand for its products, namely, gypsum 
board and gypsum-based accessories. At 
the same time, in order to augment long¬ 
term resources and meei the requirements 
of working capital and normal and other 
capital expenditure as well as to strengthen 
its financial base, the company has pro¬ 
posed a Rs 6 crore rights issue of 60 lakh 
equity shares of Rs 10 each at par to the 
shareholders. This would help reduce in¬ 
terest payment. The company is to make 
a beginning in exports, as it is routing ex 
ports through intermediaries to countries 
like the erstwhile USSR, Pakistan and 
Male. It consumed, on the other hand, 
during 1991-92 foreign exchange worth 
Rs 10 lakh on import of raw material, 
stores and spares. 

GUJARAT Al KALIES AND 
CHEMICALS 

Expansion Projects 

Gujarat Alkalies and Chemicals has 
continued to achieve better results in pro¬ 
duction and sales. Production of caustic 
soda lye in January 1993 was I2,6(X) mi 
which was an all-time monthly high. Dur¬ 


ing the currenDinanml year, from April 
1992 10 February 1993, production of 
caustic soda has touched 1.28,899 mi. The 
company has achieved higher production 
in other products also, i e, chloromethanes 
19,550 ml and caustic soda flakes 18,344 
mt The company has also made remarka¬ 
ble progress in sales. Sales turnover dur¬ 
ing the current financial year up to 
January 1993 has increased by 27 per cent 
over the figure of the last year. During 
January 1993 the company exported the 
highest quantity of methylene chloride in 
its history to Ja|>an, China, Hongkong, 
Indonesia, Dubai, etc. 

The company’s second conversion of 
membrane cell from mercury cell along 
with potassium hydroxide and potassium 
carbonate at a cost of Rs 164 crore is in 
an advanced stage of implementation. 
This is ex|>ccied to be completed by the 
last quarter of current year. Another pro¬ 
ject which is under implementation is that 
for phosphoric acid which is coming up 
at Ciandliar in Bharuch district. The pro¬ 
ject is likely to be completed by the end 
of 1994 al a total cost of around Rs 105 
crore. land has been acquired and the 
basic engineering package has been receiv¬ 
ed from the foreign supplier. This project 
is ba.sed on chlorine which is one of com¬ 
pany’s main products. The company is 
al.so actively working on projects like 
epichlorohydrin and epoxy and hydrogen 
peroxide in near future at an investment 
of Rs 193 crore. Always conscious of 
pollution control, the company has in¬ 
stalled sophisticated pollution control 
devices to monitor the surroundings. 

Adequate thrust has been given to R 
and D and certain innovative actions have 
already been initiated by the R and D 
C entre. The most prominent of these are 
the processes of making sodium ferro- 
cyanidc from the residues of sodium 
cyanide. The company expects to clo.se the 
curieni financial yeat with belter results 
than in the earhci years. 
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‘THE MAGNUM MULTIPLIER PLUS HAS INDEED 
PROVED TO BE A FLIER!” 
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Over 11,00,000 investors 
have sent in their 
appiications for Magnum 
Multiplier Pius’93. 

In fact, the final collection 
figures and number of investors 

P M have yet to 
come in from 
various 
centres. 
The final 
tally is 
expected 
to cross 
Rs. 700 crores - 
SBI Mutual Fund's biggest to 
date, both in terms of investors, 
and corpus collected. Added 
to this of course, ie the 
reassurance, that SBIMF 
schemes have consistently 
performed better than 
promised. We at the Fund have 
two little words to say to the 
investors who have once again 
responded so overwhelmingly 
to our scheme... 


The performance update of our variois schemes as on 31/12/92 is given below. 


PERFORMANCE AT A GLANCE 


Ntgulti IncooM Cumutitin Tgi Swings 

IneoiiM 


MfllSt; MRIS-’U NRIS-'M HTPL-tt NTS5 MTSS-fO MELS-tl NNS-’N 

•mru 


25 . 5 . 155.87 37,25 25.50 115,00 55.34 85.07 95.00 15.00 


(ScnaniM wlwl' h«v6 uimpialed moi* ffun one year) 






SBI MUTUAL FUND 

Trustee: SBi Capital Markets Ltd. 

?C? yakei tra^r^' f' ? 0 ih i-ifXjr Cuin! Parade Bomoav 100 005 


Mutual Funds and SacuraHS Investment are subiect to market risks Past perfoimanoe a nis necessarily mdlcative of Mure results 
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RANDOM REFLECTIONS 


Socialism, Modern Capitalism and 
Democracy 

Arun Ghosh 

The development of increasingly more capital-intensive production 
under modern capitalism leads to increasing unemployment in the 
developed capitalist countries as well. As a natural cotpllary, we 
have this new face of imperialism—the continued exploitation of 
the developing countries, not by the flow of capital for the 
extraction of raw materials, but by direct intervention in the 
production patterns in the developing countries in order to ensure 
market access for the products and services of the developed 
countries. This can be achieved, and has so far been achieved, by 
the co-option of the elite in the developing countries by the forces 
of modern capitalism. 


IS the concept of a socialist society a uto¬ 
pian dream? Karl Marx was the first per¬ 
son to give a well reasoned historicity to 
the evolution of capitalism; to the likeli¬ 
hood of the transformation of capitalism 
into a socialist order as a logical evolu¬ 
tion of society, resulting from the inner 
contradictions that arise because of 
the production relations inherent in a 
capitalist society. Marx did not believe in 
‘determinism’: such a development was 
not inevitable but was possible, and the 
means he foresaw was the dictatorship of 
the proletariat as an intermediate stage, 
until the evolution of the ‘socialist man’ 
when the state as a political and coercive 
ibree would ‘wither away'. 

That has not happened in practice. It 
IS not necessary to go into the root cau.ses 
of the collapse of the erstwhile USSR, but 
there are certain innate logical difficulties 
in accepting in totality certain specific 
country experiences for building a 
theoretical framework concerning the 
future of socialism. For one thing, it is 
quite clear in retrospect that the absence 
of democracy has afUicted all the so- 
called communist states, even though 
communism remains in principle the 
highest form of democracy. Was it due to 
external pressures, like tlie ‘encirclement’ 
of the USSR from its inception, by a 
hostile world? Is it because, as Mahatma 
Gandhi said, it is impossible to attain even 
ideal ends if the means used for attaining 
those ends ate unfair? Was the socialist 
experiment in the USSR premature? Let 
us remind ourselves that the communist 
take-over in the USSR in the autumn/ 
winter of 1917 did not occur as a result 
of the inner contradictions of a mature 


capitalist society. As a matter of fact, one 
can say much the same thing for the 
emergence of communism in China, in 
Cuba, in Vietnam. In none of these coun¬ 
tries do we see a communist society 
emerging through the internal contradic¬ 
tions of capitalism. To that extent, Marx’s 
historicity has been disproved. In China, 
as a matter of fact, after a preliminary 
thrust at the development of an egalitarian 
society—which inter alia led to enormous 
expansion of productive capacity in that 
country in a short space of time—we now 
Find the beginnings of a transformation 
of the production system in that country 
to a capitalist mode. Is it because of 
the ‘demonstration effect* of consump¬ 
tion standards—and their wide publicity 
through modem communications media- 
on the desires/aspirations of people in a 
relatively backward society? Or is it that 
to achieve a socialist society, we must 
necessarily go through the travails of the 
capitalist system? 

In real life, there arise many problems 
which deflect from the objectives of 
socialism, of egalitarian sharing of the 
social product. But we must remember 
that capitalism has had a history c f only 
some three hundred years in the tens of 
thousands of years of the hi.story of 
humankind. A communist experiment 
collapsed after some 70 years. Meanwhile, 
the capitalist system is, as we will see later, 
moving inexorably towards an unsus¬ 
tainable pattern of development. It is in 
this context that we need to think out the 
basis for a ju.st society, through common 
consent. 

The very course of nature is dialectic. 
We need, therefore, to evolve a Hexible ap¬ 


proach. We must also remember that a 
socialist society is inherently democratic: 
in tact, by definition, a socialist society 
is a truly demiK'ratic society. We have not, 
in practice, achieved such a slate 
anywhere, but one cannot say it is im¬ 
possible to envisage such a society. After 
all, who could have imagined a bare 30 
years ago that man would land on the 
moon, that man would send out space¬ 
ships that would reach out to the furthest 
planet in the universe, that man would be 
able to change genetic mutations of life 
forms, thereby altering even the course of 
nature? I would repeal, the collapse of the 
communist states in eastern Europe does 
not mean that a socialist society is either 
a contradiction in terms or impossible to 
attain. I would revert to this theme later. 

I would like, at this juncture, to focus on 
the characteristics of modern capitalism, 
and to outline why the capitalist system 
should be unacceptable to a iational 
human being. 

Modi KN C apiim ism 

I would suggest, to start with, that the 
tendency on the part of many writers to 
equate capitalism with political demo¬ 
cracy is an error and is not borne out by 
historical experience. As a matter of fact, 
modern capitalism is inherently less 
democratic than the early capitalism of 
Adam Smith’s days. The reasons for such 
a development would be clear from the 
characteristics of modern capitalism 
briefly given below. 

Many writers have sysicmaiicallv 
analysed the features of modern 
capitalism, l or my part, I have reprtiduc- 
ed many of the points made by Ernest 
Mandcl, in his study entitled Ijiie 
Cupitulisin,' though I have departed 
from his analysis m a number of ways. 
Nor have I formally quoted from him in 
this brief essay. 

What are the characterisi .c features of 
modern capitalism? First, there has been 
increasing centralisation ot production, 
calling for very large investments, in 
almosi every sphere of pioduction. There 
are many reasons for this development, 
which will emerge later. The second 
characteristic of modern capitalism is the 
increasing ‘globalisation’ of the market, 
which itiake:. for several other consequen¬ 
tial features of the global production 
system. 1 he first of these -and therefore 
the third characteristic feature of modern 
capitalism—is the increasing role of 
multinational corporations (or trans¬ 
national corporations) in the organisation 
ot production. 
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All the above features are in a sense the 
logical outcome of a fourth characteristic 
of modern capitalism, namely, the growth 
of increasingly capital-intensive (and 
labour-displacing) techniques of produc¬ 
tion. Without delving into the causes and 
effects, let us for the moment merely lake 
note of this characteristic of modern 
capitalism. 

I'he fifth characteristic of modern 
capitalism is the rapid expansion of 
‘finance capital' as distinct from industrial 
capital of the early stages of the capitalist 
system. This has very significant implica¬ 
tions for the capitalist system, and the 
consequences that flow from this develop¬ 
ment need to be specifically highlighted. 
We would return to this issue later. The 
sixth feature of modern capitalism arises 
as a result of the Third Indusirial-cum- 
Technological Revolution sweeping across 
the world. Production technology today 
is based on 'artificial intelligence' and 
'microbiology'. The invention of the 'chip' 
has brought into play super computers of 
unimaginable capacity; and the area of 
microbiology today extends to even the 
mutation of 'genes' and changing the very 
characteristics of life forms. Turthcrmorc, 
modern .science is increasingly leading on 
to the use of synthetic raw materials, 
which reduces the importance of primary 
production. I must add, however, that in 
one area, the dependence on a single 
(finite) natural resource by way of 'oil', to 
meet the increasing energy needs of the 
world, is a significant departure from the 
general tendency to use mure and more of 
synthetic raw materials for diversified 
industrial production. 

The T hird Icchnological Revolution is 
an important development and has several 
consequences. To begin with, it increases 
enormously the capital-intensive character 
of industrial production. Capital-intensity 
in production today has readied a point 
where ‘robots' have been replacing human 
beings in as.sembly lint's and in other areas 
of production. One incidental result is the 
very heavy invest nieni in research required 
for efficient production. Thus, both the 
requirements of heavy capital investment 
and of higher skills required in the pro¬ 
duction process have increasingly tended 
to make industrial production a mono¬ 
poly of developed countries, so that late 
starters in the game (in other words, all 
developing countries) get esc'.uded from 
sophisticated manufacture of industrial 
products. This, inter alia, has the effect 
of widening the disparities in the living 
standards of the industrially developed 
and other countries. 

Incidentally, the increasi.ig use of 
iatis ur displacing equipment has the ef¬ 
fect ol causing increasing overt unemploy¬ 
ment oven ill developed countries. As of 


today, the extent of unemployment in 
western Europe exceeds 10 per cent of iihe 
workforce. This is turn lead: to certain 
consequences to which reference would be 
made later. 

The next characteristic feature of 
modern capitalism is that it can survive 
only by an assiduous promotion of a ‘con- 
sumerist' culture. Modern technology is 
able to produce all essential human needs 
with relatively low expenditure of labour 
and capital. TTic 'insufficiency' of demand 
foreseen by Rosa Luxemburg as a charac¬ 
teristic feature of capitalism remains even 
today, but gets transformed into an 
endless search for consumer goods, 
packaged and marketed with finesse. This 
can be done only through effective adver¬ 
tising, which is greatly facilitated by the 
revolution in communications, and the 
spread of the TV network. Thus, it is 
possible for producers to reach out to 
mure and more potential consumers; and 
the success of multinational companies 
arises from their success in advertising, in 
reaching out to more and mure con¬ 
sumers, in packaging their products at¬ 
tractively. It is no longer the quality of the 
product which is material; it is how effec¬ 
tively the product is sold. 

The spread of the consumerist culiiure 
has now been universalised by the TV 
network, and creates a new problem for 
developing .societies, where an increasing 
section of the population now .seeks elitist 
consumption goods.' This has significant 
consequences for the production pro¬ 
gramme of developing countries, and thmr 
balance of external payments, to which I 
would return later. Suffice it to mention 
here that modern capitalism cannot sur¬ 
vive except through the promotion of a 
consumerist culture. With aspirations far 
outstripping purchasing power for laige 
sections of the world population, the con¬ 
sequences of this development would need 
to be briefly reviewed later. 

The type of consumption standard 
which emerges as a result of the develop¬ 
ments narrated earlier, is basically u nsus- 
lainable. !f the entire world population 
were to consume the amount of energy 
that on an average a US citizen cons umes, 
the oil reserves of the world wou Id get 
used up in a few years. In fact, even apart 
from energy consumption, the ve ry life- 
styl of the developed countries ji i.st can¬ 
not be replicated throughout the world; 
the non-renewable resources ofth e world 
arc nowhere near enough to meet the de¬ 
mand that would emerge. Indeed, even 
without such consumption standards, the 
world is beginning to face certain pro- 
blem.s and hazards. Though the piroblems 
of global warming and of a ho le in the 
ozone layer in the stratosphere 'have not 
yet reached a flash point, let us ‘remind 


ourselves that some three-fifibs of the 
world population today lives iii poverty 
and does not have a reasonably decent 
.standard of living, let alone anything close 
to the consumerist standards of the 
developed countries. In fact, one should 
emphasise that this is one of the 
characteristic features of modern 
capitalism: it has no concern for the mor¬ 
row; it lives essentially for today. Also, 
perhaps one should also consider whether 
and to what extent such a consumerist life¬ 
style has succeeded in corrupting the 
erstwhile socialist countries of eastern 
Europe. With all their defects, all these 
peoples had at least some form of social 
security. The (ure of the goodies of the 
tyix available in capitalist countries has 
succeeded in destroying their free social 
services like education and health, their 
social security by way of employment, 
without giving them any of the good 
things of life enjoyed by the citizens of the 
OECD countries. 

NLO-lMI>bKIAL.ISM 

The characteristic features of modern 
capitalism described earlier bring about 
their own tensions and problems in 
developed capitalist societies. A„ indicated 
earlier, capitalism has an inherent tenden¬ 
cy to bring about an insufficiency of 
demand. Also, as indicated earlier, even 
western Europe today has an unemploy¬ 
ment rate of some 10 per cent of the 
labour force. Modern capitalism must, 
therefore, seek new markets. Modern 
capitalism thus inevitably leads to a new 
form of imperialism—the thrust for 
‘market access’ for the products of 
developed countries. Automatic 'market 
access' in developing countries for 
dc reloped emuntry producers is embodied 
with unequivocal clarity in the proposals 
for GATT reform, as worked out by 
Arthur Dunkel, the present director 
general of GATT. 

The focus now is on acceptance by all 
countries of the concept of intellectual 
Property Rights, as embodied in the pa¬ 
tent laws of the US. The focus is on free 
trade in ‘services' making for banking, 
insurance, in fact all services freely impor¬ 
table (and the personnel providing for 
such services being automatically allow¬ 
ed residence in developing countries, while 
denying the immigration of labour from 
developing to developed countries). This 
is finance capital now dictating terms. The 
focus is on investment laws making for 
foreign capital being given facilities by all 
developing countries which may not, in 
fact cannot, be made available to even 
their domestic capital in developing coun¬ 
tries (e g, by way of importation without 
limit, and without any export obligation). 
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FiniNy, the concept of the Muitilmeral 
Trade Organisation (evolved by Arthur 
Ounkel) which is supposed to replace the 
GATT, with powers to sanction ‘cross 
retaliation*, confers powers reminiscent of 
the sweeping powers under US Super 301 
and Special 301 to all developed countries. 
All these elements of GATT reform out¬ 
line v'hat may be described as a new era 
of imperialism. In fact, the increasing 
focus on co-ordination of the assistance 
provided hy the IMF (for balance of 
payments support) and by the World 
Bank (for development), with the MTO 
(which is supposed to oversee the work¬ 
ing of trade reform), is a clear signal that 
even development assistance or balance of 
payments support in future would be con¬ 
ditional on the guaranteeing of market ac¬ 
cess for developed countries’ products in 
developing countries. 

It is not as if these developments are 
without reason and born out of perversity. 
The development of increasingly more 
capital-intensive forms of production 
under modern capitalism, leads to increas¬ 
ing unemployment in developed capitalist 
countries also. As a natural corollary, we 
have this new face of imperialism under 
modern capitalism-rthe continued exploi¬ 
tation of the developing countries, not by 
the flow of capital for extracting their taw 
materials, but by direct intervention in the 
production pattern in developing coun¬ 
tries in order to ensure market access in 
the growing markets of developing coun¬ 
tries for the products and services of 
developed countries. This can be achieved, 
and has so far been achieved, by the co¬ 
option of the elite in developing countries, 
by the forces of modern capitalism. 

It is not as if there are no internal ten¬ 
sions and conflicts among the developed 
capitalist countries. In fact, the interest of 
MNCs do not always tally with the in¬ 
terests of even the patent countries from 
where the MNCs evolved. Mote par¬ 
ticularly. the conflicts between the US and 
the EEC on trade in agricultural products, 
the conflicts between the US and Japan 
(and of late South Korea) both in regard 
to agricultural protection and market 
access for US manufttturcs in these coun¬ 
tries, ate symptomatic of the internal ten¬ 
sions and conflicts, between thr developed 
countries. The recent fissures in the 
European Monetary System (EMS) are yet 
another symptom of the conflicts as bet¬ 
ween the developed capitalist countries. 
But the acceptance of the idea of ‘regional 
groupings* within a new international 
economic order (with trade and invest¬ 
ment laws being overseen by the MTO) is 
a compromise between poverful rival 
groups within the capitalist world. The 
regional groups like the EEC and the 
NAFTA are to be allowed freedom of 


operation under GATT. The Muhi-FIbfe 
Agreement is to have a long lease of life. 
But tlien, all developed capitalist countries 
are agreed on the imposition of the con¬ 
cepts of Trade Relaied Intedeciual Proper¬ 
ty Rights (TRIPs) and Trade Relaied 
Investment Matters (TRIMs) as well as of 
trade in services having eqViality of status 
with trade in comrnoditivs, insofar as 
developing countries are concerned. Once 
a compromise on agriculture is reached 
between the developed capitalist sockiies, 
they can turn their full attention to the ex¬ 
ploitation of the markets in developing 
societies. This is embodied ir. the attack 
on ‘planning*, in the propagation dT the 
concept of the ‘market* as the best 
regulator of production and investment, 
in the 'globalisation* of the economies of 
developing countries. In effect, only the 
elitist sections of developing coumries are 
to be globalised. The test of the popula¬ 
tion, mired in low education, low skills, 
poor health, low productivity and low in¬ 
comes arc not the concern of international 
finance capital; they have to be contain¬ 
ed by the forces of law and order in the 
developing countries; and in India, now 
increasingly even by the army and by 
paramilitary forces, euphemisiially caikd 
the forces of ‘internal smiity*. 

The protest against the spread of a'con- 
sumerist society has led to the develop¬ 
ment of religious ‘fundamentalism* in a 
number of countries. The examples of 
Iran and Egypt, ami more recently of 
Morocco and Algeria come to mind. 
However, that is a different subject 
altogether.'The face of mmleni capitalism 
is the face of aggressive consumerism, 
even if the consumers constitute only a 
small section of the world population. 

Incidenully, a charaaerisiic feature of 
the spread of capitalism in enlwhile col- 
oniakcountries (like India) is that the pro¬ 
duction technolf^y—borrowed from 
developed countries—has been icapital- 
intensive' rather than labour-intensive. M 
a result, the growth of industrial employ- 
ment has been concentrated in ottly a few 
directimis. and the transfer of labour from 
primary to secondary production has been 
extremely limited. As a result, there has 
been no major shift in the occupational 
distribution of the labour force to secon¬ 
dary production. Thus, the overwhelming 
part of the population centinues to 
depend for its livelihood either on idaiivc- 
ly lower pioduciivity primary production 
or on services. The national character of 
the local bourgeoisie, where most Indian 
capitalists have been content to play the 
role of comprador capitalists to irwke 
their own private ptorits, has strengthened 
this lopsided development of capitalism 
in, say, India, as compared to countries 
like Swth Korea where land reform in the 


first place, and the nature of relationship 
between the government and the local 
bourgeoisie in the second place, led to the 
development of both intensive and exten¬ 
sive capitalist form of development .-’ 

DhSKX KAt y 

Where does this development lead us? 
Liberal democracy spawn^ the growth of 
capitalism in western Europe and 
Annerica. But the growth of capitalism in 
the rest of the world has not been 
associated with a liberal democratic 
philosophy. Whether it is Japan or South 
Korea or Taiwan or the ASEAN countries, 
the form of governance has not been at¬ 
tuned to the Jeremy Bentham-James Mill 
concept of a liberal democracy. Nor is the 
emerging face of capitalism in the Latin 
American countries attuned to the con¬ 
cept of liberal democracy. 

In India, we have, since 1947, evolved 
what may be described as a political 
democracy. Once every five years, the 
people are allowed to elect a government; 
and the people have demonstrated uncan¬ 
ny wisdtm in rejecting governments which 
have appeared to be either oppressive or 
unacceptable for other reasons. 

And yet, governance in India has nM 
been democratic. There have been two 
basic reasons for this situation. Fim. Wg 
have yet to achieve what may be described 
as a democratic society. We have ■ dinio- 
cratic state with a highly undemoenMk 
society; and that goes back not only to 
feudal and semi-feudal social letatiom but 
also to extreme inequalities in the distribu- 
lion of income and wealth. Secondly, we 
have a democratic state only in form, not 
in substance; we opted, in 1930 , for •- 
Constitution which is in essence unitary 
and over time, there has been inctcasini 
centralisation of economic and polhicsl 
authority by the centre at the expense o< 
the state governments, which have in turn 
denied the local communities any say in 
running their local affairs. Administrators 
sent by the centre or by the siaie aulhori-' 
lies have managed local administration. 

The introduction of central planning, 
unfortunately, strengthened these cen¬ 
tripetal tendencies, and has concentrated 
awesome powers in the hands of the cen¬ 
tral government. Apw from the residuary 
powers in the Constitution vesting with 
the centre, the introduction of planning, 
and the .scheme of financing of plan 
outlays have rendered the state govern¬ 
ments as virtual vassals of an imperious 
central government. In effect, thmfbie, 
we have a democracy only in name; the 
aspirations of the people do not matter, 
the people have no say either in regard to 
their governance or even in matters affec- 
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ling their lives, their employment, their 
education and health, their local develop¬ 
ment problems. 

CoNCiJUDiNc Remarks 

Where does all this lead us? Even 
though all thinking people would laud 
socialist principles, we have seen the 
break-up of socialist slates in eastern 
Europe, and we have also been distressed 
by the totalitarianism practised by the 
erstwhile socialist states. At the same time, 
the capitalist system to which the entire 
world appears at the moment to be 
turning, is increasingly acquiring the 
characteristics of a system which is likely 
to aid and abet the aggressive aggrandise¬ 
ment of developing countries by econo¬ 
mically developed societies. Modern 
capitalism certainly does not appear to 
offer what Adam Smith had prog¬ 
nosticated for liberal democratic societies 
pursuing the capitalist mode of produc¬ 
tion. Nor is the production system 
fostered by ‘modern capitalism’ sus¬ 
tainable in the long run. 

Let me pose the issue we are discussing 
somewhat differently: Economics is con¬ 
cerned essentially with the problem of 
production and distribution of the 
material needs of society. Under the 
capitalist system, this is mediated through 
the market. In a primitive communist 
society, there was no market, but there was 
production; and the distribution of the 
social product was somehow managed for 
a/4 both participants and noh-participants 
in the production process. The main dif¬ 
ference that arises in the capitalist system 
is first that the social prr^uct is to be 
distributed only among those who par¬ 
ticipate in the produdion process (under 
the capitalist system, either as workers or 
as owners of the means of production): 
and secondly, that both production and 
distributkw of the social product are 
mediated through the market, and are not 
based on eitho' the ‘needs’ of the 
populace or determined by common con¬ 
sent. In the process, the capitalist system 
excludes from the distribution system all 
non-participants in the production pro¬ 
cess, whereas the communist system seeks 
to find a set of production relations which 
would include all citizens in the distribu¬ 
tion process. The Soviet system did not 
unfortunately succeed in achieving this 
objeaive. no matter what the reasons 
were But is it beyond human ingenuity to 
devise a system which will meet this basic 
objective? 

I do not propose to go into a discus¬ 
sion of this issue or its theoretical implica- 
tiorui. We need to work out a compromise 
which would minimise the contradictions 
which are inherent in both the market 


SM 


economy and a sodalisi economy. I would 
venture to suggest that the failure of the 
capitalist system arises from the apparent 
success of the market system: and if the 
system has survived, it is because the 
capitalist system has been making com¬ 
promises, through the moderation of the 
market. The weakness, of the socialist 
system—observed thus far—is that it is 
weak on economic incentives; it can suc¬ 
ceed only if all individuals become 
socialist men. Can we find a set of incen¬ 
tives, a compromise formula, which will 
enable such a system to function? For 
then, such a system can function more 
cfTidently than the capitalist system we see 
in operation in the world today. 

Is there then some hope for mankind? 
Human ingenuity today can land man on 
the moon’s surface; instruments devised 
by man can traverse unimaginable 
distances and send signals from what 
these instruments sense and record in 
regard to properties of distant planets. 
Human ingenuity has succeeded in break¬ 
ing down even the mystery of genetic 
evolution, and has succeeded in evolving 
mutations of genes which has the poten¬ 
tial of cither being a scientific advance for 
crop production or for curing human 
ailments (like cancer), or it can prove to 
be a Frankenstein to mankind. We have 
developed ^ificial intelligence to a 
degree where all drudgery can be taken 
out of the production syston. The fron¬ 
tiers of pr^uction are now wide open, 
and mankind la in i position to produce, 
at a faction of labour currently in use, 
all the nuterial goods required for man’s 
sustenance, throughout the world. But 
under capitalism, if men cannot be 
employed, they cannot eat even in an 
opulent society. The capitalist system has, 
as yet, found no satisfactory system for 
distributing the social output that emetga 
from the highly complex machinery 
of production at the command of 
humankind. 

Specifically, turning our attention to 
India, the situation on the ground is one 
of vast mass illiteracy, ill health, poor 
sanitation, low productivity, poorfmploy- 
ment opportunities and low incomes for 
the vast majority of the population. At the 
same time, we also have a staggering 
defodt in our balance of payments, 
increasing reliance on external support for 
the functioning of our economic system, 
and the consequent surrender of our 
economic sovereignty to international 
finance capital. UndersMndably, there are 
political and soda! tensions of an un¬ 
precedented order, which threaten to 
break apart the social fabric and the polity 
of this Country. Can we find an escape 
route from the twin threats of economic 
and political disorder? 


The answer appean to Be In tatrt^ 
wq« to establish tniedemocnKy in Indio, 
to make for a truly demooatk society 
(with a muonably egalharian distribution 
of income and wealth). But a prerequisite 
to the establishment of such a demoeiatic 
society is a change in the very basis of 
governance. Democratic decentralisation 
nn help to achieve the desired objective 
by empowering the people to dedde on 
their own fututr, by instilling in them a 
spirit of self-reliance: by releasing the 
energies of all people for productive work. 

Such a sodetal change cannot be 
achieved under the form and shape that 
modern capitalism has of late takm. But 
then, if the people can somehow get em¬ 
powered, they can decide how best to 
order the provisioning of thdr minimum 
economic needs; after which, the energies 
of the people would naturally turn to fur¬ 
ther strengthen their economic status and 
well-being. In other words, economics can 
be made the hand-maiden of politics 
rather than the reverse, which is the order 
today. As of this writing, Indian politics 
is at the mercy of international finance 
capital. But, this role can be reversed. If 
we can unreservedly go in for democratic 
decentralisation in the matter of gover¬ 
nance, we would doubtless suffer sorpe 
set-back to the economic fortunes of the 
ruling elite; but the bulk of the popula¬ 
tion is unlikely to suffer. 

Notes 

[This article is a slightly edited version of the 
author's M N Roy Memorial Lecture delivered 
at New Delhi on March Zl. 1993.) 

1 Ernest Mandet, Late Capitelbm, Wrso, 
London, 1978. 

2 Priyatosh Maitm, ‘IhrhnologiGal Change and 
the Demographic Transition Model—India, 
A Case Study’, Indian Journal of Spcial 
Science, Volume 5, No 2, April'June 1992, 
New Delhi. 
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COMMENTARY 


Farmers^ Rights, Biodiversity and 
’International Treaties 

Wndam Shiva 

Who owns biodiversity? Can intellectual contributions that modify 
I or record biodiversity be the instruments to establish rights to 
I ownership over these resources? What are the modes for just and 
fair compensation to contributors of knowledge and genetic 
resources? These are questions that are central to debates 
surrounding the conservation and use of biodiversity and genetic 
r^ources and are directly related to impleptentation of the 
^Biodiversity Convention. These questions have also b^n raised at 
negotiations on intellectual property rights (IPRs) taking place in 
GATT, and in the FAO. 


BIODIVERSITY is one of the vital issues 
that affect the survival of the large 
majority of our people whose livelihoods 
depend on agriculture, fisheries, animal 
husbandry, health care, etc. Intellectual 
property rights as related to biodiversity 
will determine rights to and control over 
biological resources, as well as rights and 
access to knowledge and innovation. It is 
a democratic imperative that farmers 
whose lives depend on biodiversity and 
who have played a role in its evolution be 
consulted in the negotiation and im¬ 
plementation of international treaties. 

Who owns biodiversity? Can intellec¬ 
tual contributions that modify or record 
biodiversity be the instruments to establish 
rights to ownership over these resources? 
What are the modes for just and fair com¬ 
pensation to contributors of knowledge 
and genetic resources? These are questions 
that are central to debates surrounding the 
conservation and use of biodiversity and 
genetic resources and are directly rdated 
to implementation of the Biodiversity 
Convention. These questions have also 
been raised at negotiations on intellectual 
property rights (IPRs) taking place in 
GATT, and in the FAO. 

Most discussions around Trade Related 
Intellectual Property Rights (TRIPs) in 
GATT have focused on the assumption 
that ohiy the intellectual contributions of 
corporate-spon.sored scientists need 
intellectual property protection and com 
pensation. The only north-south debate 
then is on how IPRs will restrict transfer 
of technology from the industrialised 
north to the industrialising south. 
However, no attention has been paid to 
how IPRs will encourage the uncompen¬ 
sated free flow of resources and know¬ 
ledge from the south to the north. A very 


significant issue that has been missing in 
these debates is how the very construction 
of IPRs in GATT counts as knowledge 
and innovation only that which can 
generate profits. Knowledge and innova¬ 
tion for social ends such as health care 
and sustainable agriculture is discounted. 
The intellectual contribution of societies 
and communities which have not been 
motivated by the objective of profits is 
thus exploit^, but not recognised. For. 
e g, eihno botanists transfer knowledge 
from traditional healers to pharmacctiikal 
firms. The intellectual property rights 
therefore raises multiple questions of 
whose intellect? What property? Whose 
rights? What rights? 

In this wider framework, traditional 
farmers who have selected, improved and 
conserved biodiversity, or traditional 
healers who have u.sed plant diversity for 
medicine also have prior intelle^ual 
property rights which need protection. 
When this knowledge and biodiversity is 
exploited for commercial ends, these con¬ 
tributors need to have a role in determin¬ 
ing whether such exploitation should take 
place, and what the terms of compensa¬ 
tion should be. IPRs in the area of 
biodiversity are no longer a mere matter 
of transfer of technology but become the 
ground for inter-cultural dialogue. It is 
crucial to recognise that for many com¬ 
munities, knowledge and biological 
resources arc inalienable. No price is high 
enough to ju-siify their appropriation. In 
the hill regions of Garhwal. for example, 
people have valued their seed varieties 
more than their lives. In the Himalayan 
Cazeueer, Atkinson records that during 
a devastating famine thousands died. 
Later, it was found that the seeds of rice, 
wheat, mandua. jhangora were safe in all 


the homes next to the dead. People prefer¬ 
red to starve to death mther than consume 
the seed. 

Negotiations related to biodiversity and 
biological innovations are complicated 
because different groups and actors in¬ 
volved give different meanings to basic 
concepts. For traditional societies, 
biodiversity is common property, and 
knowledge related to it is in the intellec¬ 
tual commons. For biotechnology cor¬ 
porations, biodiversity becomes private 
property through their investments, and 
IPRs ate the means for such privatisation. 
Throughout history, biodiversity has been 
the common properly of local com¬ 
munities—with both resources and 
knowledge being exchanged freely. The 
absence of a price has however not meant 
a lack of value. Biodiversity has. in fact, 
been highly valued in traditional societies 
through cultural and social mechanisms 
which have allowed its simultaneous con¬ 
servation and utilisation. 

The emergence of genetic engineering 
as the new biotechnology has encouraged 
the emergence of patents and intellectual 
property rights in products derived from 
biodiversity. However, the new regime of 
patent rights to biotechnology products 
is also rewriting the traditional rights to 
biodiversity. Instead of being treated as 
common property of local communities 
or as natiotMl property of sovereign states 
the third world’s biodiversity has in recent 
yean been itcq)ed as the common heritage 
of humankind. In contrast, the modified 
biodiversity is sold back to the third world 
as priced and patented seeds and drugs. 
As Jack Kloppenberg has observed, 
’’whereas germplasm flows out of the 
south as the ’common heritage of 
mankind’ it returns as a commodity”. 

IPRs IN GATT 

The commerce ministry has repeatedly 
stated that the protests which have been 
growing again.si the Intellectual Property 
Rights (IPRs) clauses on the Dunkel Draft 
lext of the General Agreement on Trade 
and Tariffs (GATT) arise from ignorance 
and misinformation. 

The gigantic farmers rally of March 3 
was aimed at focusing on the threats to 
farmers and their rights posed by the 
Dunkel draft. The farmers from across 
the country, taking the lead from the 
Karnataka Rajya Ryota Sangha have 
started to call their movement against 
Dunkel the 'Seed Saiyagraha’. The com¬ 
merce ministry has failed to have a 
dialogue with farmers' organisations even 
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after this massive mobilisation. A 
dialogue was organised between the com¬ 
merce ministry and farmers organisations, 
environmental groups and consumer 
groups at a Seminar on National Con- 
sulution on Biodiversity. Farmers’ Rights 
and Intellectual Property Rights organised 
jointly by Research Foundation for 
Science, Itehnology and Natural Resource 
Policy. Indian Natiorwl Trust fprVrt and 
Cultural Heritage and India international 
Centre on March 6, 1993. 

The commerce ministry representative 
a^in repeated that farmers rights were 
not under threat in the Dunkel Draft. The 
same position has been presented in the 
commerce ministry Paper on the Uruguay 
Round. The paper states that 

Some amount of misunderstanding has 
also crept in with regard to plant variety 
protection: On this issue the DunkH Draft 
gives two alternatives. The first alternative 
is patenting and the second is the provi¬ 
sion of an effective sui generis protection. 
If patenting were to be made obligatory, 
it would be definitely against India’s 
interest. Since an alternative of sui generis 
protection has been provided, it is for 
India to determine the elements of such 
protection. 

However contrary to what the ministry 
is saying to the public if the Dunfcel text 
is signed, it will not be up to India to 
design its own IPR regime for agriculture: 
There are two major problems with the 
present draft: (I) The TRIPs agreement 
allows for patentability of all life forms, 
including animals and plants, (2) The 
TRIPs agreement forces a monopoly con¬ 
trol on seeds and plant, though it gives a 
choice to the country in terms of the kind 
of monopoly control that will be applied, 
i e, patents or breeders’ rights. 

The Indian patent law does not 
recognise any form of intellectual proper¬ 
ly in the area of biodiversity. Article 3(h) 
of the Indian Patent Act 1970 says that 
"patents cannot be given for a method of 
agriculture or horticulture’’ and Article 
3(i) says that "they cannot be given for any 
process for the medicinal, surgical, 
curative, prophylactic or other treatment 
of human beings or any process for a 
similar treatment of animals or plants to 
render them free of disease or to increase 
their economic value or of their products”. 
These exclusions of the Indian latent Act 
that have kept agriculture out of the 
monopoly control of the corporate sector 
are now threatened. 

The Dunkel Draft dues not allow any 
exclusion of biodiversity from IPR con¬ 
trol. Article 27 of the TRIPs proposals 
stales "that patents shall be available for 
ahy invention, whether products or pro¬ 
cesses'*. Article 27 also states that exclu¬ 
sions are allowed for "plants and animals 


other than micro-organisms and essential¬ 
ly biological processes for the production 
of plants or animals other than non- 
biological and microbiologic?I processes. 
However, parties shall provide for the pro¬ 
tection of plant varieties either by patents 
or any an effective sui generis system or 
any combination thereof. This provision 
shall be reviewed four years after the en¬ 
try into force of this agreement” 

Article 27 therefore makes it imperative 
that some form of IPR system be intro¬ 
duced in plants. Patents themselves are 
not obligatory but either patents or an 
'{(ffeciive sui generis system” are com¬ 
pulsory. Sui generis means a form of in¬ 
tellectual property rights which is derived 
from itself. This has allowed the false im¬ 
pression that each country is free to have 
its own IPR system. However, the key term 
in Article 27 is ’effective’. This term was 
inserted by the US in the Biodiversity 
Convention. It was also introduced by it 
in the TRIPs agreement of the Dunkel 
Draft bf the Uruguay Round multilateral 
trade agreement. The First sentence of that 
text refers to the need to "promote effec¬ 
tive and adequate protection of intellec¬ 
tual property rights”. The saitae phrase is 
in Section 301 of the Trade and Com¬ 
petitiveness Act of 19R8 which has been 
used to retaliate against countries whose 
IPR laws do not conform to the US stan¬ 
dards. The term was deFined by the office 
of the US trade representative. 

The use of the term Effective’ in all 
global negotiations related to IPRs and 
biodiversity is a result of US attempt to 
globalise US IPR regimes which allow 
patenting of all life; including plants and 
animals. In the Dunkel text, the phrase ef¬ 
fective sui generis system’ implies that 
such a system will not be determined by 
individual countries but by OATT. 
Further, jiven the trend of the 
developments in international negotia¬ 
tions the only system recognised as effec¬ 
tive* at the interruitionai level is the .system 
of plant breeders rights as codified in the 
International Convention for the Protec¬ 
tion of New Varieties of Plants (UPOV). 
Plant bribers rigbs as recognised in 
UPOV give monopoly markets to breeders 
of new varieties. The amendments of 
IIPOV in 1991 have increased the mono¬ 
poly role of breeders rights. The farrriers 
exemption which gave farmers the right 
to save their own seeds has also been 
removed from the amended version of the 
UPOV Convention. Farmers now have to 
pay royalties for saving seeds on their own 
farms even under breeders rights regimes. 
Thus, whether it is patents or it is ‘effec¬ 
tive sui generis systems’, either system 
threatens farmers rights. 

The commerce ministry recognises this 
threat of monopoly in cither option of¬ 


fered by Dunkel. At thciGATT negotia¬ 
tions, the government is fully aware that 
the Dunkel text, as it is, poses a threat to 
farmers right to save, reuse hnd develop 
seeds and plant material. India hias recent¬ 
ly submitted an amendment to Article 27 
on IPRs which asks that ‘a footnote be 
added in the context of the sui generis 
system for the protection of plant 
varieties. 

The amendment proposed states— 

It is understood that the effectjveims of 
a sui generis system for the protection of 
plant varieties cannot bechallengedOn the 
ground that farmers exemption and/or 
researchers exemption is available in a 
national legislation for this purpose. 
This amendment would not have been 
proposed if the government of India did 
not anticipate that the Dunkel text, as it 
is, threatens the erosion of farmers' rights. 

The commerce ministry could have 
taken the Indian people and Indian parlia¬ 
ment into confidence and honestly in¬ 
formed them of the implications of TRIPs 
in the present text, and the ministry’s 
attempt to reduce the disastrous impact 
on Indian farmers. In any case a farmer’s 
exemption is not the same as ‘farmers 
rights’ which is a positive concept adopted 
in United Nations fora which recognise.s 
that farmers of the third world are the 
original custodians of domesticated crops 
and the original breeders whose innova¬ 
tions have gifted the world with diversity 
of crop species and crop varieties. The 
Biodiversity Convention signed at Rio, 
could be used to evolve this positive no¬ 
tion of ‘farmers rights’, so that it becomes 
clear that corporations demanding IPR 
protection are not ‘original creators’, but 
are making very minor modifications to 
the modifications already achieved by 
third world farmers. 

As Nanjundaswamy stated at the 
National Consultation on Biodiversity, 
Farmers Rights and Intellectual Property 
Rights, Article 19 of the Indian Constitu¬ 
tion gives every citizen a freedom to prac¬ 
tise his/her own occupation. For a farmer, 
the freedom to shape his/her means of 
production is central to that freedom. 
Since seed is central to agricultural pro¬ 
duction and since farmers have had the 
right to produce, reproduce, modify and 
sell seed, any changes resulting from IPR 
regimes as proposed in Dunkel would 
deny farmers their right to freedom of 
occupation as protected in Article 19 of 
our Constitution. 

Even if the amendment proposed by 
India, inadequate as it is, is accepted, it 
does not offer a permanent protection to 
Indian farmers. If the Dunkel text of 
GAIT' is signed, TNCs will have the power 
to enforce even stricter IPR regimes four 
years after the TRIPs agreement coming 
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into foice. ^lort-term safeguards for 
fanners which might be achieved through 
minor amendments like footnotes to 
Ankle 27 will not tie guaranteed beyond 
four years even if they are accepted. For 
the TNCs, the objective is simple—to 
expand their markets and monopolise 
seed supply by forcing farmers to buy seed 
from thrai every yrar. through the im¬ 
plementation of IPRs, either in the form 
of patents or breeders rights. It is this 
monopolisation of the first link in the 
food production system that the Indian 
farmers, who constitute a quarter of the 
world farming community, are resisting. 

The govcnunent of India should use the 
farmers mobilisation against Dunkcl to 
strengthen its negotiating position in 
GATT. After ail, citizens pressure on cn- 
vitonmental issues has forced the northern 
negotiators to bring that public concern 
to the negotiating table, and the negotia¬ 
tions were delayed because the French 
government has tried to reflect the con¬ 
cerns of French farmers on subsidies. 
India’s position in global negotiations can 
only be weakened if the commerce 
ministry continues to be secretive about 
GATT negotiations at home and con¬ 
tinues to hide facts from the public On 
the other hand, it can negotiate with 
strength if it consults citizens who are 
voicing concern on IPRs and consults 
parliament on fundamental issues which 
are threatening to erode the ethical, 
ecological, political and econolnic fabric 
of our society. 

IMPAC TUN BtUDIVliRSITV AND pARMbRS' 

Rights 

As formulated in Article 27 of the 
TRIPs proposal in GATT intellectual pro¬ 
perty rights and patents are an enclosure 
of the intellectual commons in the area 
of life forms and living processes. Unlike 
mechanical, artefacts, innovation and 
knowledge related to utilisation or living 
resources has been a highly evolved tradi¬ 
tion in all cultures. Innovation for which 
patents are being given often only build 
on prior knowledge and u.se of biological 
systems for food and medicine. Instead of 
stimulating research and knowledge 
generation, patents stifle creativity and 
communication. In the third world where 
privatisation is not the norm, most 
knowledge generation takes place in the 
public domain, either in the formal or the 
informal sector. The formal sector in¬ 
cludes all public sector research institu¬ 
tions; the informal sector includes all 
communities whkh maintain and generate 
knowledge relat^ to biodiversity. IPRs 
will undermine knowledge generation and 
creativity in both these sectors. 

IPRs particularly as being imposed 
world-wide through GATT, restrict at 


three lev^ The rust lestrkiion is the shift 
from common rights to private rights. As 
the preamble of the TRIPs agreement 
states, intellectual property rights are 
recognised only as private rights. This 
excludes all kinds of knowledge, ideas, 
and innovations that take place in the ’in¬ 
tellectual commons’—in villages among 
farmers, in forests among tribals and even 
in universities among scientists. TRIPs is 
therefore a mechanism for the privatisa¬ 
tion of the intellectual commons, and a 
de-intellectualisation of civil society, so 
that the mind becomes a corporate 
monopoly. 

The second restriction of intellectual 
property rights is that they are recognis¬ 
ed only when knowledge and innovation 
generates profits, not when it meets social 
needs. Article 27.1 of Tiff Ps refers to the 
condition that to be recognised as an IPR. 
innovation has to be capable of industrial 
application. This immediately excludes all 
sectors that produce and innovate outside 
the industrial mode of organisation of 
production. Profits and capital accumula¬ 
tion through industrialisation are 
recognised as the only ends to which 
creativity should be put. The social good 
is no longer recognised. TRIPs therefore, 
becomes a mechanism for industrialisa¬ 
tion of all aspects of life under corporate 
control, and a ‘deindustrialisation’ of pro¬ 
duction in the small scale and in the in¬ 
formal sectors of society. 

The most significant restriction that 
IPRs achieve is by the prefix ’trade 
related’. Since most innovation in the 
public domain is for domestic, local, and 
public use, not for international trade, 
with only multinational corporations 
(MNCs) innovating for the sole purpose 
of increasing their share in global markets 
and international trade, TRIPs in 
multilateral trade organisations will only 
be an enforcement of the rights of MNCs 
to monopolise all production—all 
distribution and ail profits at the cost of 
all citizens, and small producers world¬ 
wide, and third world countries. 

Both the informal as well as the formal 
sectors are affected negatively through the 
intellectual enclosures engendered by 
patents. Informal sector innovation is 
destroyed by non-recognition. For ex.-im- 
pie when ethno botanists transfer 
knowledge from traditional healers to 
pharmaceutical firms and genetk resource 
conservationists transfer knowledge from 
farmers to seed corporations, the inteUcc- 
lual property rights go to the corpora¬ 
tions, not to the farmers and healers. Over 
time this appropriation of knowledge kills 
the original socio cultural context of 
knowledge generation. 

The formal sector of innovation and 
knowledge is destroyed by restricting free 
access to scientific knowledge due to 


patent restriclions. ine proao patents 
on scientific processes, and on life 
forms block free exchange of ideas and 
materials, whkh have in the first place 
been taken freely from the informal sec¬ 
tor in the biodiversity rich third world and 
from the common heritage of the scien- 
liHc community. Patents thus block a free 
flow of knowMge from the formal sec¬ 
tor of the north to the form'll sector of 
the south while maintaining a free flow 
from the informal sector of the south to 
the formal sector of the north. Patents 
also block a free flow of knowledge bet¬ 
ween the formal and informal sectors of 
the south since research is systematically 
privatised and transnationalised, breaking 
the vital umblical cord of links between 
seknee and society which is the only 
sustainable source for the nurturing of 
creativity. 

Biodiversity, and knowledge about its 
utilisation, therefore, gets steadily eroded 
in the public domain, causing both 
ecological and economic impoverishment 
in the third world. The imperative of 
biodiversity con.servation, and its just and 
sustainable utilisation demands other 
principles for ownership of living 
resources and knowledge about them than 
the limited and impoverishing structures 
of patents and intellectual property rights 
being pushed on the third world through 
GATT. 

Whik GATT-TRIPs can have serious 
implications for erosion of national and 
community rights to biodiversity. Articles 
3 and 4 of the Biodiversity Convention 
clearly recognise national sovereign 
rights to biodiversity and patterns of its 
utilisation. In addition, the Convention 
recognises the role of local communities 
of farmers and tribals in the conservation 
for knowledge about biologkal wealth. 

In the preamble, the Convention states 
that contracting parties recognise “the 
close and traditional dependence of many 
indigenous and local communities embo¬ 
dying traditional life-styles on biological 
resources, and the desirability of sharing 
equitable benefits arising from the use of 
traditional knowledge, innovations and 
practices, relevant to the conservation of 
biolo^cal diversity and sustainable use of 
its components’’. 

However, no article in the Convention 
directly addresses farmers’ rights or 
mechanisms for the compensation of in¬ 
digenous knowledge. Articles 10 (c) and 
18.4 refer to indigenous practices, but not 
to rights of farmers or local communities. 
Article 10 (c) stales: 

Each contracting party shall as far as 

possible and as appropriate protect and 

encourage customary use of biological 

resources in accordance with traditional 

cultural practices that arc compatible 
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with conservMidn or suUMinalHf lue 
icquirtmenii. 

Article iS.4 states: 

The contracting fiarties shall in accor¬ 
dance with national legislation and 
policies, encourage and develop methods 
of co-operation for the devetopmcnt-and 
use of technologies, including indigenous 
and traditional technologies in pursuance 
of the objective of this Convention. 

The Biodiversity Convention thus offm 
avenues for the protection of fatHicrs’ 
rights and national rights to biodivetaiiy. 

An important issue for government 
agencies is to etplore nays in which the 
Biodiversity Convention can be used in 
the TRIPs negotiations. Governmem and 
ndn-govemment bodies also need to 
explore mechanisms for the recognition 
and implementation of farmers rights vs 
IPRs of farm communities. 

Given the lack to‘retaUation* options of 
countries of the south in global trade 
negotiations, clauses on acceu to genetic 
resources in the Convention could offer 
some vound to use ^environment* as a 
countervailing force in trade negotiations. 
Venezuela has already set a precedent by 
temporarily suspending the signing of new 
agreements for scientific collabomtion 
with US institutions that have undertaken 
research on genetic resources there in the 
past. in response to the US refusal to sign 
the Uodiversity Convention. India needs 
to explore them options further. 

/n situ conservation of cultivated 
biodiversity makes it imperative that the 
concept of farmers’ rights be evolved and 
implemented to enable farm communitiet 
to effectively conserve local biodiversity. 
However IPRs as hieing defined in othm 
negotiations such as the GATT are based 
on a denial of farmers’ rights and the 
intellectual and material contribution of 
third world farmers to the global produc¬ 
tion and knowMge system. 

The tension and contradiction between, 
farmers’ rights to ensure biodiversity 
conservation and IPRs for seed industry 
to ensure market expansion for biotech¬ 
nological commodities has entered the 
Biodiversity Convention in Article 16 on 
Access to and Transfer of Technology 
Article I7patas2and3ofthel«bniary20 
draft addresMd the issue of transfer of 
technology on fair and conceuional 
terms, with no commitment to patents 
and intellectual property protection. The 
final draft of the Convention dealt with 
this issue inn Article 16 and introduced 
a clause in 16.2 which sutes that 

In the case of technology subject to 
IMtenis and other intellectual property 
rights, such acceu and transfer shall be 
provided on terms which recognise and are 
consistent with the adequate and effective 
protection of intellectual property rights. 


As Caneth Porter has pointed out in his 
Study of the United Slates and the 
Wodivcrsiiy Convention the phrase "ade- 
.(|uaie and effective protection” which was 
introduced by the US in the Convention 
was also introduced by it in the TRIPs 
agreement of the Dunkei Draft of the 
Urugu^ Round multilateral trade agree¬ 
ment. TIk first sentence of that text refers 
to the need to ’’promote effective and ade¬ 
quate protection of intellectual property 
rights”. The same phrase is in Section 301 
of the Trade and Competitiveness Act of 
IMS which has been used to retaliate 
against asuniries whose I PR laws do not 
confirm to US standards. The term was 
defined by the office of the US trade 
represenulive and its introduction in 
Article 16.2 of the Convention has been 
used to signify a demand that other coun¬ 
tries’ IPR laws be made to conform to the 
US laws. On the other hand. Article I6.S 
slates that 

Contracting parlies, recognising that 
patents and other IPRs may have an in¬ 
fluence on the Implemenution of this con¬ 
vention, shall co-operate in this regard, 
subject to national legislation and inter¬ 
national law in order to ensure that such 
rights are supportive of and do not run 
counter to its objectives. 

During the negotiations, India had 
argued the sentence at the end of 16.2 that 
requires that it be consistent with 16.3, 
would protect the third world from the US 
interpretation of IPR protection. Further 
work on this needs to be done, including 
searching for mechanisms that allow the 
objectives of the convention to modulate 
TRIPs and other trade negotiations. 
Articulation of rights supportive to the 
objectives of biodiversity conservation 
includes the articulation of farmers’ ri|d»s 
since'in situ conservation canncH be effec¬ 
tively ensured without empowering local 
communities with rights to conserve local 
biodiversity. Farmers’ rights provide the 
only effective instrument for protecting 
biodiversity while supporting people’s 
livelihoods. They can provide a creative 
meatu to subject global trade negotiations 
to the global environmental imperative of 
biodiversity conservation. Th^ are also 
needed to develop a more fair and just 
system for exchange of biological 
rrsources and exchange of knowledge of 
biok^cal resources. 

FAgMERS’ Rights to Bx-Sitv 
Collections 

While the south is the source of most 
biodiversity, most internmionai collections 
ate under northern control of the 127 base 
collections of the International Bureau of 
Plant Genetic Resouraes (IBPGR), 81 are 
in the industrialised countries, and 29 are 


in the CGIAR system whidi is ooiurolled 
by the governments and corporatioru of 
the industrialised countries in the north. 
Only 17 are in the national collections of 
third world countries. The ownership of 
these genetic resources has not been 
internationally clearly defined. The 
Biodiversity Convention has not included 
the issue of ownership and related rights 
over resources in international collections. 

In addition current bilateral 
arrangements for genetic resource collec¬ 
tions are based on very different legal 
assumptions than those contained in the 
Biodiversity Convention and in the con¬ 
cept of farmers rights. An example is the 
Indo-US Plant Genetic Resources Pro¬ 
gramme This project is the largest activity 
in the area of biodiversity undertaken 
the USAID. It involves payment of S II 
million by the US and counterpart fun¬ 
ding'of an equivalent amount by the 
government of India for strengthming the 
National Bureau for Plant 'Genetic 
Resources (NBPGR) and for joint collec¬ 
tions by Indian and US teams. The genetic 
resources are collected free of charge, and 
can be passed on to both private and 
public agencies by the US. The collection 
is being undertaken with a view that 
genetic resources are the ‘common 
heritage of mankind*. 

However, the beneficiaries of these col¬ 
lections will not be guided by the ‘com¬ 
mon heritage’ logic, but by private 
properly logic This aspect of the Indo- 
US relationship is expressed not through 
scientific exchange but through trade laws. 
Under Super and Special 301 clauses of 
the US trade act. using threats of 
unilateral trade sanctions, the US has been 
putting pressure on India to change its pa¬ 
tent laws and make them consistent with 
US patent laws which allow the patenting 
of life forms, including plants and 
animals. 

The Indian patent laws do not allow 
patents for living resources. The Indian 
Patent Act 1970 says that “patents cannot 
be.given for *8 method of agriculture or 
horticulture or for any process for the 
medicinal, surgical, curative, prophylac¬ 
tic or other treatment of human bdngs or 
any process for a similar treatment of 
animals or plants to render them free of 
disease or to increase their economic value 
or of their products” (Artides 3h and 3i). 
The Indo-US exchange is therefore based 
on double standards on nghts related to 
biological resources, and values assigned 
to them. 

When genetic resources arc taken from 
India to the US they ate treated as free and 
common and knowledge cf their charac¬ 
teristics is treated as belonging to an 
intellectual commons. However; when the 
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' nmfilWd. they 

tfetifMid lipMvite property, with high 
prices end nifties ettached to them, 
Imowledte leieted to the g«.iietic Rsouim 
is treated as ‘intellectuai property’. Rights 
are themfote interpreted as totally dif¬ 
ferent depending on who is at tlw giving 
and adw is at the receiving end of 
the transacdon of knowledge and of 
resources.. The Indo-US exchange 
therefOK perpetuates the unequal 
biological order, with resources and 
knowledge flowing fively south to north, 
and needing protection and payments in 
the reverse direction. 

The rights'of the original donors of 
genetic rsMwrces, the farmers does not 
figure anywhere in this exchange. The 
exchange Is doubly unjust. First at the 
level of resources, the exchange is like the 
Columbian exchange in which bioiovcai 
exchange did ukc place between Europe 
and the New VUorid. The New World gave 
wealth in plants and received disease. 
Collections of rich biodiversity in India 
are treated as the same as collections of 
jojoba. Secondly, at the intellectual level, 
farmers' knowMge in the third world is 
treated as not needing protection, while 
northern corporate knowledge is treated 
as needing protection. 

One of the most publicised efforts to 
'rompensate' the third world for its con¬ 
tributions was the 1991 agreement bet¬ 
ween Merck Pharmaceuticals and INBIOi 
the National Biodiversity Institute of 
Costa Rica. Merck agreed !o pay S I 
million for the right to keep and analyse 
plant samples to be gathered from Costa 
Rican rainforest national parks by INBIO 
employees. These unconditional rights for 
prospecting by a multinational corpora¬ 
tion with four billion dollar a year in 
revenues claimed in exchange for S I 
million paid to a small conservation 
organisation does not respect the rights 
of local communities or the government 
of Costa Rica. The agreement is not bet¬ 
ween the people living in cr near the 
national parks to be prosjwcted. They 
had no say in the deal, nor were they 
guaranteed any benefits. Nor is the agree¬ 
ment between a TNC and a national 
government. The agreement is between a 
TNC and a conservation group, formed 
an the initiative of a leading conservation 
Biologist of the U.S. Dan Janzen. For 
Janzen, “Costa Rica is a corporation with 
50,000 km of land, on which are 12,000 
km of greenhouses. In those greenhouses 
live 5,00,000 species. This corporation has 
30,00,000 stockholders. At present there 
is $ 1400 worth of CNP per stockholder. 
Cosu Ricans aspire to a standard of liv¬ 
ing that is normally associated with about 
S 10.000-S 13,000 worth of CNR' 


With this world view, INBIO views 
conuaerdal prospecting by multinationals 
as a solution. However, the basic problems 
in this model are that those ‘selling’ 
provoeting rights never had the rights to 
biodivtnily in the Brst place and those 
whose rights are being sold and alienated 
through the transaction have not been 
consulted or given a chance to participate. 
The intention of the Merck/INBIO agree¬ 
ment isito stop the free flow of resources 
south to north. As Jaiuen states “The 
days of tropical green oil exploration and 
exploitation without payment of royalties 
to the host country are over;’ HoweyCT, 
many questions remun about whether this 
is a model of a fair, cquiuble and 
ecological exchange. 

The unequal exchange of biological 
resources bmween the north and south 
was finally challenged in the FAO in the 
mid-1980s. FAO discussions led to two 
shifts. Firstly they treated tr/f genetic 
resources as common heritage to be freely 
shared including the ‘improved’ and 'elite' 
lines. Secondly, they introduced the con¬ 
cept of farmers’ rights. In the March 1987 
meeting of FAO’s commission on Plant 
Genetic Resources, third world delegates 
argued that if plant breeders had rights 
of ownership, control and. compensation 
by virtue of labouring for a decade to 
develop a new variety from third world 
genetic resources, then third world farmers 
also had rights since they had domesti¬ 
cated our important agricultural crops, 
observed, developed and safeguarded the 
tremendous biodiversity that breeders and 
seed industry use as ‘raw material’. 
‘Farmers’ rights’ at the FAO were observ¬ 
ed through the creation of an ‘inter¬ 
national gene fund’ for the conservation 
and utilisation of plant genetic resources. 
Such a fund it was felt would make 
‘farmers’ rights’ concrete. 

Administered by the commission, and, 
thus indirectly by the international com¬ 
munity, it would ‘reward’ farmers with 
programmes benendal to all. Farmers 
rights, as defined in the text of the Inter¬ 
national Undertaking on Plant Genetic 
Resources of the FAO mean “rights aris¬ 
ing from the past, present and futu'e con¬ 
tributions of farmers in conserving, im¬ 
proving and making available plant 
genetic resources particularly those in the 
centres of origin/diversity. Those rights 
are tinted in the International Com¬ 
munity, as trustee for present and future 
generations of farmers, and supporting 
the continuation of ilwir contributions as 
well as the attainment of overall jrurposes 
of the International Undertaking!’ 

The main problengt with ‘farmers' 
rights' as construed in the FAO commis¬ 


sion is that farmers do not have a place 
for negotiating biodiversity rights and 
determining patterns of biodiversity 
utilisation. As Abdulqawr Ytisuf has 
stated, the right does not accrue to the 
individual farmer, but becomes a right for 
governments to receive assistance in the 
maintenance of genetic resources. This 
system of compensation through aid or 
assistance for the exploitation of these 
resources by the north is inappropriate, 
insufficient and undignified. In addition, 
the contributions to the gene fund are 
voluntary, unlike royally payments under 
IPRs 

While all these models differ in many 
ways, they share the basic deficiency that 
farmers and local communities do not 
engage in decisions about biodiversity, 
and transactions of knowledge and 
biological resources. Government and 
non-government agencies involved in col¬ 
lection receive the ‘compensation’ for 
information and resource transfer- while 
local communities stay excluded. In prin¬ 
ciple the l-AO model is more equitable, but 
in practice that equity has to still be 
lealised by finding ways to reward farmers’ 
innovations without discrimination just 
because they run farms, not multi-million 
dollar labs. The Keystone dialogue has 
developed the notion of recognition of 
informal innovation as a means to further 
implement farmers’ rights. 

it is recognised that informal innova¬ 
tions of farmers contribute to increased 
and sustainable production. However, 
these innovations are discriminated 
against by policy instruments that have 
been evolved to support the diffusion of 
the formal innovation system, in the 
private and public sectors, both under the 
green revolution phase as well as in the 
biotechnology phase. 

If innovations by farmers have to be 
recognised and rewarded, pluralism in 
agricultural development strategies 
becomes essential. Farmers’ rights then 
become the real effective anc active rights 
of farmers to influence decisions related 
to the use of biological resources which 
ate their ‘means of production’. These 
decisions include basic questions of 
ownership and control over genetic 
resources, patterns and criteria for their 
development and use, etc 

However, no model yet exists which 
recognises these rights of farmers and 
other producer communities who derive 
their livelihood from biodiversity. The 
rights of farmers, tribals, pastoralists, her¬ 
balists and ftsherfolk to the biodiversity 
that they have conserved and used from 
times immemorial can be effectively 
granted only if they are alloyved to 
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pvtidpate actiwl^, noc pauiveiK in dad* 
dons llw have impKl on the ftatus of 
thdr rights and the status of bkidivcrshy. 

The dominant modd of free; unpro¬ 
tected flow of knowledge and resources 
from the gene rich south to the capital 
rich north and the protected flow of 
knowledge and resources in the reverse 
direction is brazenly unjust and non- 
sustainable and needs to be changed. It 
can only change throiigh a political pro¬ 
cess which recognises the original con¬ 
tributors of knowledge and genetic 
resources and respects thdr value system. 
A world in which market values are the 
only values will impoverish us all—nature; 
the third world, and the international 
otHiununity. To keep non-market, non¬ 
monetary systems of value alive; of 
biodiverBity and knowledge, and to sub¬ 
ject the logic of the market to these higher 
value systems is the real political task, for 
establishing rights to knowledge and 
biological resources. 

The recently signed Biodiversity Con¬ 
vention is the highest ievd international 
treaty on the negotiation of these rights, 
thou^ imhrectly, rights to biodiversity are 
bdng negotiated in GATT under TRIPl 
and agriculture. All these models discuss¬ 
ed could be consistent with interpretations 
of the Biodiversity Convention. None of 
the models howew give effective rights 
to local communities. It is essential that 
these international instruments recognise, 
realise and respect the prior righu of com¬ 
munities of producers and innovators, and 
do not merely recognise innovation and 
production when it takes place under the 
control of transnational corpomtions. 

In the Biodiversity Convention, the 
rights of biodiversity are the sovereign 
rights of nation states (Article 3). These 
need to be built on the prior rights of 
communities who have conserved and 
pfotected biodiversity within national 
territories. Governments of the south can 
only be strengthened by standing behind 
their people and their biodiversity and 
supporting and protecting thedemocmtic 
ri^ts of diverse species to exist, and 
diverse communities to co-exist with them. 
If states in the south join the global move 
to deny rights and to take away control 
over biodiversity from local communities, 
they too will be weakened and will lose 
their sovereign rights to and control over 
biodiversity to economic powers in the 
north whose global empires in the bio¬ 
technology era will be built on the destruc¬ 
tion and colonisation of the south's 
biodiversity. 

(This paper has been used as background paper 
for National Consultation on Farmers' Rights, 
Intellectual Ptoperiy Rights and Biodiversity 
on March 6, 1993.) 
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Technology Transition in Garhwal 

A Ravindn 
SdUl Da* 


The apparent failure of commonly used traditional housing 
techniques to withstand the 1991 earthquake in Garhwal has 
prompted a plethora of efforts at devising quake-proof housing. 
How successful are these efforts and what is the peoples 
response? 


QUAKE-HIT Garhwal is heading for a 
change in housing technology amidst con¬ 
fusion and chaos. The Oaober 1991 earth¬ 
quake shook the very basis of the extant 
housing technology. While the continuing 
after-shocks are keeping alive the memo¬ 
ries of the dreaded night, the relief pro¬ 
gramme with all its incentives is inducing 
a technology transition. 

The'failure of the extant housing techni¬ 
ques to withstand the earthquake has bred 
a fertile ground for technical interven¬ 
tions. Apart from the state, many non¬ 
government organisations have moved in 
with their rehabilitation packages. These 
packages arc replete with ‘models’ that are 
intended to demonstrate and elTect a tran¬ 
sition towards quake-proof housing. 

Housing activities in more than 25 
villages were surveyed by a research team 
of People's Science Institute in Uttarkashi 
district in March 1992.' These villages 
are located at varying altitudes—IS of 
them in the interiors requiring more than 
an hour’s trek from the main roads. 

By many standards, the Garhwal earth¬ 
quake was a moderate-sized disaster. The 
scale of damage was more due to the 
vulnerability of the extant housing tech¬ 
nology than the intensity of the earth¬ 
quake. The earthquake affected Uttar¬ 
kashi. Tehri and Chamoli districts but its 
intensity was highest in Uttarkashi district. 
A total of 14,544 families in Uttarkashi 
district were rendered homeless (due to 
house collapses) and 21,200 houses (fami¬ 
lies) were partially damaged in Uttarkashi 
district. This resulted in a total of 653 
deaths and around 6,000 injuries. The 
earthquake affected a population of 
around 1.6 lakh persons, i e, 70 per cent 
of the total population in Uttarkashi 
district. Children were the most vulnerable 
group accounting for 40-45 per cent of the 
total deaths, while there is no significant 
difference between male and female mor¬ 
tality rates.- 

The housing patterns vary widely across 
the surveyed villages. Altitude, nearness 
to main roads, income classes, access to 


forests are some of the important deter¬ 
minants. For convenience, we classify the 
villages into low and high altitude villages. 
In general, the low altitude villages are 
nearer the main roads. The interior 
villages which need long treks are con¬ 
sidered along with the high altitude 
villages. The interior and high altitude 
villages in general, have access to good 
forests. 

In the high altitude villages, houses with 
stone in mud mortar predominate and 
wood usage is higher. Use of cement and 
steel increases perceptibly as one moves 
nearer the main roads which correlates 
with lower altitudes. Carriage costs of 
cement to the high altitude villages vary 
from Rs 30 to Rs 100 per mule (carrying 
only two bags). It is difficult to carry steel 
to many of these villages, particularly 
after the earthquake, as many of the ac¬ 
cess roads have been damaged. Roughly, 
about 40 per cent of the villages in the 
district lie close to the main highways. 
Slate roofs over wooden planks, and con¬ 
crete roofs were common. Grass roofs 
over ‘ringaP (a local bamboo-type grass) 
can be seen in the high altitude villages. 
There is, however, no general agreement 
amongst the villagers on its use due to the 
fire hazards and maintenance problems. 
Most of the houses are two- or three- 
storeyed with animals living on the ground 
storey and the third, if present, is used for 
storing grains. The terraced slopes make 
this type of construction much easier and 
land-saving. Ilieir high ‘thermal efficien- 
cy‘ also helps the people and animal; to 
withstand severe winters. 

Within a village, however, housing pat¬ 
terns depend on the income levels. One 
can see various combinations of stone or 
brick walls, mud or cement mortars, grass 
or slate or concrete roofs. In the lower 
altitude villages, the well-off households 
live in framed structures (columns and 
beams) while stone masonry in mud mor¬ 
tar is common among the poorer classes. 
CToncretc roofs appear to have a ‘status- 
value*. 


Much older houses in Uiiarkasht. called 
‘pherois’, incorporate many features of 
quake-proofing. Wooden tie bands are used 
in the walls after every two or three feet 
of stone masonry running along the four 
walls. These wooden bands are dexterous¬ 
ly joined at the corners. Interestingly, 
most of these pherol houses withstood the 
earthquake. A ftve storeyed pherol house 
in Raithal village bears testimony to the 
traditional knowledge of quake-proofing. 
Pherois are much older and their quake- 
proofing features are conspicuously ab¬ 
sent in the relatively newer constructions. 
Depiction of the deodar forests and the 
fact that the region has not experienced 
any major earthquake in the recent past 
might explain the neglect of the pherol 
technique. 

Walls of stone set in mud mortar were 
the worst affected in the earthquake. The 
fatal combination is stone-in-mud wails 
witb concrete or slate roofs. 

The use of cement in this region gained 
a particular momentum during the con¬ 
struction of the Maneri dam when it 
became easily available. People preferred 
to use cement for plastering the stone-in¬ 
mud walls and to replace slates with con¬ 
crete roofs. This ‘mix' of techniques and 
materials proved fatal. The stone-in-mud 
walls lacking in adequate shear strength 
to take the load of the heavy concrete 
roofs during the quake, collapsed. Jamak, 
a village situated just above the Maneri 
dam, was a glaring example. As many as 
72 persons died in this village cushed 
under the concrete roofs. 

Heavy stone walls and slate roofs and 
the heights of houses induced large earth¬ 
quake stresses while the use of mud mor¬ 
tar and the absence of tie bands resulted 
in collapse of the structures. The narra¬ 
tives of those who survived the house col¬ 
lapses reveal one fact: most of them tried 
to come out of the houses during the 
quake but found the doors jammed. 
Absence of safe places within 'he houses 
that could protect the inhabitants from 
falling roofs proved fatal. 

The performance of pherois was remar¬ 
kable. Many of them developed repairable 
cracks but otherwise withstood the quake. 
These pherois are more than a century 
old. The ability of pherois to withstand 
the earthquake has impressed not only the 
outside researchers but also the local 
villageis. The residents of high altitude 
villages in particular are now trying to 
build pherol type Itouses. But they require 
a large volume of wood, the demand for 
which is increasing tremendously. All 
along the forest tracks we have come 
across cut trees and sawn pl.'inks. 
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Unfortuitetely the forest department 
has not come up with any sympathetic 
response to meet this demand for timber 
in a way congenial to the ecological health 
of the region. The first response of sup¬ 
plying wooden sleepers for sale at the 
romlhcnds failed as there were very few 
taken. The carriage costs of these steepen 
supplied at the roadheads is prohibitively 
high and it is much cheaper for the villa- 
gen to get timber from the forests above. 
But according to the villagers, later the 
forest department sanctioned using two or 
three years tegular quota of trees. 
Although, in some villages (where there 
appean to be relatively dense forest cover) 
people find this adequate, in villages like 
Dwari, Haiten, Raithal, etc, people feel it 
is grossly inadequate. 

Interventions 

Despite the fact that most of the relief 
in its content and nature was inappro¬ 
priate; its scale, both voluntary and 
government, was quite large and reached 
the intended beneficiaries in ail the 
surveyed villages. For houses that were 
completely destroyed, a family received 
Rs 10,000 in cash compensation and 
materiab—22 corrugated tin sheets. 17 
bags of cement and IS quintals of steel— 
supposedly worth Rs 10,000. For partly 
damaged houses, the compensation was 
Rs 3,000. Each death has been compen¬ 
sated at Rs 20,000 per head subject to a 
maximum of Rs 60,000. Also, a housing 
loan of Rs 13,000 at 7.3 per cent interest 
rate repayable in IS years has been offered. 
This loan is completely subsidised for 
schedule castes and schedule tribes. 

Although the relief administration has 
been efficient, the relief policy is largely 
misconstrued. Compensation was paid to 
the eligible as early as December 1991 
when nobody could even think of rebuild¬ 
ing homes due to the winter. This resulted 
in misuse and diversion of funds, some of 
it eventually reaching the liquor shops. (In 
January last there was an agitation againsii 
liquor shops.) in any case, people have 
money (up to Rs 35,000 altogether), to 
build a quake-proof house of common 
size, if the funds arc not diverted. 

The state's policy of supplying tin 
sheets, cement and steel evidently, implies 
the technical package it has in mind. Most 
of the tin sheets have been used in the tem¬ 
porary shelters while using it on roofs of 
the new houses is not uncommon. In fact, 
the landscape of the region has changed 
with the ubiquitous glint of the tin sheets. 
The suppiv of tin is so high that people 
are innovating on its alternative uses; 


Uttarkashi town is now buzzing with a 
new industrial activity—making tin trunks 
after flattening the sheets on the road. 

The Central Building Research ln.sti- 
tute, Roorkee has come up with a quake- 
proof model shelter made of a steel frame 
with tin sheet sides plus a tin sheets roof, 
called ‘Kedar Kutir*. Unwittingly, erection 
of these temporary shelters was completed 
in the affected villages only in late 
January (3 months after the quake), at the 
fag end of harsh winter! None of the 
Kedar Kutirs surveyed were occupied 
because water leaked through the struc¬ 
tures and also they were poorly insulated. 
The concept being very alien to the 
villagers, there was no chance of these 
structures serving as demon.stration 
models. Moreover, it does not make use 
of any local materials. The erection of 
these structures was done by the Border 
Roads Organisation on public lands with 
the consent of the village pradhans. Peo¬ 
ple for whom these shelters were meant* 
for were not consulted and in any case, 
people had their own arrangements for 
temporary shelter.' The question to 
ponder is that why should the temporary 
shelters be ‘quake-proof? Were these 
technologists expecting another quake of 
greater intensity within months after the 
present one? 

The whole exercise has been futile and 
the social costs are very high. Each shelter 
costs around Rs 64,000 and the total cost 
of 430 shelters comes to Rs 2.9 crore or 
Rs 1,980 per homeless family. These 
figures are exclusive of erection costs 
which by no means are negligible. Now the 
district administration is planning a 
.salvage operation: it has submitted a pio- 
gramme lor converting these Kedar Kutirs 
into permanent structures with extra 
budget. There are in fact, very good 
models of temporary shelters built by the 
villagers themselves with wood and grass. 
A support policy of providing assistance 
both in kind and labour would have been 
more helpful and cheaper, as done by the 
Bhuvaneshwari Mahila Ashram (BMA). 
The funds might have been better used to 
reconstruct the schools infrastructure 
which has been the worst-affected. 

fhese ‘computer modelled’ techno¬ 
logies. digressing from the social conte.xt 
in which they are to be adopted, drive 
home a lesson in inappropriate technology. 

There arc three kinds of voluntary in¬ 
itiatives. Firstly, adoption of villages, e g. 
by Tata Relief Committee (TRC), Vishwa 
Hindu Parishad (VHP), Kailash Ashram 
(KA). Himalayan Institute (HI), lark 
Sevak Mandal and missionary organisa¬ 
tions like CASA, ADRA, etc. Secondly, 


a programnw of building bmM unto (in* 
dividual houaes and community eaniiw) 
funded by CAPART, e g. BMA, Vikalp, 
Disha, SUTRA. RUCHl, etc Thirdly, 
technology lupport and training pragram- 
mes otganiicd by ftopie's Science Insti¬ 
tute and TARU. 

The oiganisatiom that have adopted 
villages have their own respective quake- 
proof housing models largely dasignad by 
practising architects/engineers eitocpting 
Lok Sevak Mandal and CASA. The 
designs are basically steel (angular or 
tubular) frame structures which seem to 
be a standard ‘textbook* model of quake- 
proof house While TRC, KA and HI plan 
to use tin siding for walls with plyboards 
for insulating barriers. VHP is only pro¬ 
viding the frames and tin roofs teaving the 
walls to be built 1^ the beneficiaries. All 
the steel, tin and plywood for TRCs pro¬ 
ject is transported from Jamshedpur. 
Most of these 'glamour projects’ are in the 
roadside villages. The carriage of the 
material from roadside to the project site 
is the responsibility of benericiaries. White 
the VHP model hu some flexibility as the 
beneficiaries can make any wail of their 
choice, the other organisations are pro¬ 
viding finished houses. 

The programme of ‘village adoption’ is 
beset with contradictions. The regional 
eco-specificities and building culture have 
been largely disregarded. Nor have the 
local preferences for materials and space 
organisation paid heed ta 

The finished houses are of standard 
sizes. Villagers have been asked to provide 
land clear of all rubble. But demolishing 
the damaged houses and rubble clearance 
is expensive and people have to provide 
new sites for housing. Also, for practical 
purposes, the houses arc to be located in 
clusters necessitating complete or partial 
resettlement of the entire village. Raidcn- 
tial areas in Lunthru, Bayana, Ganeshpur 
and Ginda villages among others have ex¬ 
panded in this way onto erstwhile agricul¬ 
tural lands. Those who cannot provide 
land are left out. .Some people have to ac¬ 
quire lands within the new settlement 
either by buying or by exchanging other 
lands. This process thus increases pressure 
on agricultural lands. Jamak village m* 
emplifies the conflicts generated in this 
process. 

According to Kamal Singh and Pyar 
Singh of Jamak village have narrated the 
events, their village has around 80 fami¬ 
lies. It was the worst affected with 72 
deaths. There was a dispute at a certain 
point between ADRA and TRC for adop¬ 
ting this village which was later settled in 
favour of ADRA.'* The latter has come 
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up with ft ‘master plan* for the vilhge 
leconstructioii at a new site This involves 
a housing colony with roads. The new site 
is the most fdrtile agricultural land with 
potato as the main cash crop. Being 
located near the village these lands are the 
most secure from animal depredations. 
Land in this village is unevenly 
distributed. While those who do not own 
any land at the new site ate favouring the 
housing project, those like Kamal Singh 
who own land at the site are opposing it. 
Hence the village has been divided into 
two groups and intense conflicts have 
emerged. Says Pyar Singh, “We don’t 
want this project. If we build here what 
shall we eat? We have land at other sites. 
Why don’t they build houses there? I am 
ready to give those barren lands but as for 
this land we do not part with it till our 
end!’ 

The unfamiliarity of the adoptive 
organisations with the local conditions is 
evident from their plans of ‘colonies’. In 
Ganeshpur, a village adopted by the TRC, 
Sri Ganga Prasad explains, “They asked 
to give all this agricultural land to build 
an eight feet road in the colony. People 
rejected that idea explaining that there is 
not so much land available in this village, 
moreover this land is our main livelihood!' 

People were not taken into confidence 
in deciding on the house models. The steel 
frame models adopted by TRC. HI, etc, 
are alien to the people. Remarks Makan 
Singh of Lunthru, “They (VHP) have 
come to the road and told us that they 
want to adopt our village. We were in tem¬ 
porary shelters. We were helpless. If 
somebody wants to help in that situation, 
anybody would like to take it. We have not 
thought of what type of help they would 
provide!’ 

The designs have a specific space 
organisation plan. In Ganeshpur, TRC is 
constructing 22' x 24' size houses con¬ 
sisting of two units. Each unit has a room 
of 10' X 12'size and a kitchen and veran¬ 
dah. Remarks Ganga Prasad, “Ours is a 
joint family consisting of three families. 
But Tata is providing only two rooms to 
be shared by two families. They say they 
cannot provide a third one. Shall we divide 
our. family for their houses?" 

Houses in Garhwai in general, are inte¬ 
grated units with provision for animal 
shelters. But, except in the VHP’s model, 
this aspea is totally neglected. People are 
considering these shelters temporary. Says 
a villager in Ginda, “We will move into 
these shelters for the time being. Mean¬ 
while we will also try to build or renovate 
our houses {‘Apne tarike ka makan 
banayenge^)... then we will use these 
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shelters for storage or for animal shehers.” 

Though there is a general accepumce of 
tin roofs, tin walls are despised fdr fears 
of poor insulation and wind hazards. 
Also, the life of these structures is ex¬ 
pected to be much less than the traditional 
type houses. Comments Kamal Singh of 
Jamak, "...is se hamare chit nahin Mar¬ 
ia,... Ek lo land hain, Phir Ham bahut 
lej holt hain. Tin shed mein mano ham 
mini me hain.. .“ Tin is relatively new to 
this area and it may take some time for 
people lo get used to it. 

In a situation where the state has come 
up with reasonable monetary and material 
compensation programmes these ’village 
adoption programmes’ have vulgarised 
the relief programme and destroyed the 
self-help. Community participation is 
strikingly absent in these programmes. 
What is more appalling is their disregard 
for local preferences and building culture. 
These organisations are spending around 
Rs 3(3-60,000 per house. TRC's budget 
itself is more ilnn a crore rupees!* Along 
with the Rs 33,000 compensation received 
from the state, the whole exercise would 
have been much more fruitful if under¬ 
taken with proper community participa¬ 
tion and regard for local preferences. For 
example, Jamak’s residents have received 
compensation for the dead and for 
damaged houses, the total compensation 
received by the village as a whole amounts 
to about Rs 23 to Rs 30 lakh. Resources 
are thus not a major constraint for 
reconstruction. Adopting this village has 
only damaged their spirit of self-help and 
community organisation. 

The second type of initiative is con¬ 
struction of ‘model units’. These include 
community centres and individual house 
construction. Many of these agencies 
started with designs produced by archi¬ 
tects unfamiliar with the local conditions 
but once in the field, the designs were 
altered.'There is no consensus on the 
technology content of these ‘demonstra¬ 
tion models’ and thus, building models 
have become an end in itself rather than 
a means for technology dissemination. 

The technology support programmes 
started with teams of engineers of ITBP 
(Indo-Tibet Border Police) and other 
government organisations visiting various 
villages. These teams, conversant with the 
reinforced cement concrete technology, 
advised people on the use of frames and 
strongly discouraged the use of mud mor¬ 
tar, stones, slate roofs and double-stoteyed 
construction. Although it has helped in 
disseminating certain quake-prooFing 
principles, it has also created a lack of 
confidence in the traditional housing 
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Concrete technology and 
frame structures would certainly hdp bet¬ 
ter quake-proofing. But, is it the only 
solution? It is certainly not a practical 
answer to the needs of the high altitude 
villages where transport is a problem. 

The patient efforts of TARU and PSI 
have yielded a range of techniques for bet¬ 
ter quake-proofing within the lesourte 
limitations, in fact, the region has its own 
quake-proof technology and people are 
innovating oN these traditional pherol 
techniques. The teams of TARU and PSI 
first studied the extant buildings, their 
construction techniques and structural 
failures during the quake and came up 
with certain simple quake-proofing tech¬ 
niques using a range of materials. Local 
masons are being trained in these techni¬ 
ques. PSI, in its workshops is dissemi¬ 
nating quake-proof principles to the focal 
masons so as to build on their creativity 
for innovations. 

The district administration, taking a 
cue from the above efforts, organised a 
tour programme of PWD engineers to 
selected villages across the district for 
training the local people. But, poor com¬ 
munication skills and limited exposure of 
the trams to local techniques marred these 
efforts. 

PltOPLt’S PbRC'I PTIONS 

The relief programmes kept people 
waiting to start reconstruction. For, if they 
remove the rubble they might not get the 
relief money. Also, people waited for some 
organisation to ‘adopt their village'. Indu, 
a health worker of BMA camping at Sari 
village observed, “All the male members 
of the families used to go to the roadsides 
for collecting relief material. The burden 
of work on the females has increased k> 
much that they are complaining of body 
aches” The relief programmes have 
destroyed the self-help and community 
ethos that one sees in the past history ol 
Garhwai. 

People have never been so receptive to 
ideas and innovations in quak^proof 
housing technology. Opines Mahender 
Nautiyal, pradhan of Bhatiyara ‘The 
government has helped us a lot. Every¬ 
body is now capable of building at least 
one room for himself. Now what we need 
is some advice on how to build quake- 
proof houses!’ Their own observations 
and analysis of the structural failures and 
the ideas gathered from outside have in¬ 
troduced quake-prooflng principles to 
them. Everybody now recognises the need 
for tying the house ail around so as to 
make it an integrated unit. Also, the pro- 
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bictns of h«?h( ol ihn' bitildings, heavy 
foofs, sionc-iii-rTfud lno^ta^ etc, are 
thoroughly undetMcHid. But. what is lack- 
kit is application oi these principles into 
the techniques- certain confusion prevails 
in this regard. 

As said earlier, i he emphasis on RCC 
technology has shattered their confidence 
In the local materials. Supplying cement 
and steel in the state relief package has 
■Iso created a belief that fraqicd structures 
are the ultimate in quake-prooruig. But, 
the limited affordability and accessibility 
of RCC technology to many classes and 
villages lead m coi;riision ai ihe least. 

The impact <•! ail these piogiammcs on 
technology irai.sition varies with the 
geographical locaiion of villages and 
economic classes. Those w<;0 (.an afford 
(in the road-side .'llage-v) an. going lor 
framerlsnic.’i.ire'. . ilicorH'eicrie.ifs. Ihe 
buzz word r ;■ > strong'- which 
ha.s been 'r.n.Tp’- '- vavs. We 

have ;'o: ii! ' .- V h-.'i. ■'c fo'.in- 
d.tf'o- • ' ■-‘afiMally 

long . : ; ■ nv 'h.i.s 

^' .:ii- i. •,') 
deeri’- ■. • .■ I'Ui v-iy 

few pay a'S' ! .■•■i . i.>>w ita-i; iiv.- .,■l(■■^'s 

arc ben-.;' ■ .•-.i: -id inifip'ctc'.i I'lC 

target r .no 

Those who c.-'.'.'i\.v afford .'ranic'.l aiiic- 
lurcs arc goitig lor toiditinnal houses 
albeit with ,1 iJilleiciicc—tin lool's In place 
of slates. Slate roofs are totally rejecied. 
Preparation of slates for roofs l^ a tech¬ 
nical job norniail-, carried out by the 
masons their>'.t‘lv'.- This change in roof 
material mav .i!'!' ': 'bcii s'mplovmcni op- 
portoniiies III tin •; iii injnie. -Viso, peo¬ 
ple arc going tin'-it;.. ioi single storeyed 
houses. Slone -v-iti'. ct' ’.X inches thickness 
are common an>i the past tiiistakes arc 
repealed. In the high aliiludc villages 
phcrols are the (r-. rid. 

Tin sheets have been sapplied in plenty 
and this polics has .i decisive iiapaci. Sri 
Pairioli, ;. Si. ".her it> Dhauntari, 

rcmaiks on it -, r.'ii.y of supplying tin 
sheets, *■ rhis i-.'. tiiicc people to u.sc tin. 
My '.oc-.e is ai.- ind I haven't received 
any tiiuicrial ii-i.’ ihc state. Hut now my 
problem is the' v.-iieie vhatl I get tin 
sheets? 'When e-.ciybody is making tin 
roofs, I have to replace the earlier stone 
roof fur tin. Because, I understand now 
that using tin is compulsory; if not. my 
life is in danger from another earthquake. 
So tin is a problem.’* The question still 
remains—whai happens when people have 
to purchase tin sheets at a cost? Would 
not (he transportation and carnage costs 
make it prohibiiivclv expensive.' If so what 
is the alternative? 


f^rfect quake-proof houses within the 
present set of constraints is a myth. Know¬ 
ing that we cannot go the Japanese way, 
efforts must be made to evolve quake- 
proof technology as a package including 
internal space organisation (i e. location 
of beds), an awareness programme on 
earthquakes, safe sites, etc. Quake¬ 
proofing may be defined at a base level 
as a technology that ensures protection of 
human lives in case of structural failures, 
i c, Ihe one that gives enough time to the 
residents to move to safe position before 
the house collapses. This approach rather 
than one of 'minimising structural failures 
itself will radically alter the requirements 
of Ihe technology. The question of slate 
roofs is an illustrative example. 

Everybody now despises slate roofs. In 
addition to the general observations. Ihe 
information campaign also contributed to 
this feeling. But no study has been under¬ 
taken yet that analyses the causes of 
deaths. What is the relative proportion of 
deaths caused by slate roofs vix-a-vis con¬ 
crete roofs? Then, why collapse of slate 
riwfs—is it only due to the heaviness of 
the slates or due to weak and old walls? 
If the height of the building is reduced 
and proper precautions like lie beams, 
through stones, etc, are taken care of in 
building walls, can’t slate rbofs be used? 
The slates and strusses may also be ar¬ 
ranged in such a way that the roof would 
not collapse on to the beds. 

There is then, the question of thermal 
efficiency of houses. Presently the slates 
arc arranged on soil packed on wooden 
planks. The walls are 18 inches thick with 
a lot of earth and loose spaces inside. All 
these techniques have evolved over time 
with the objective of providing better in¬ 
sulation. Now, in the search for alter¬ 
natives, one has also to think of providing 
at least equal insulation. 

There arc no answers yet, but the tech¬ 
nology needs to be developed. Also, peo¬ 
ple should be educated on the best way 
to u.se cement, steel, etc, if they are 


available in limited quantities. Maybe use 
of these niaterials in a limited w^ may 
maximise gains on quake-proofing. 

The infrastructure of the region is badly 
damaged. Many kHooI buildings have 
collapsed. A reconstruction programme 
of schools is to be undertaken immediate¬ 
ly. In fact, it provides an opportunity to 
effectively disseminate quake-proof tech¬ 
nology; for, seeing is believing. The village 
access roads are also badly damaged. The 
role of trees in holding these roads 
together is apparent to anybody trekking 
these roads. But presently, growing tre« 
along the roads is not a part of road con¬ 
struction. In the hills, growing trees must 
be an essential component of road con¬ 
struction and be made compulsory. 

After all, another earthquake is not 
likely to happen in this region in the near 
future. But the danger looms large over 
other parts of Himalayas. Awareness and 
training programmes for disseminating 
quake-proof pincipics must be given im¬ 
mediately in other parts of Himalayas. 
Housing technology is much the same in 
these regions and hence they are equally 
vulnerable. 

Notos 

(The authors arc thankful to Ravi Chopra for 
his guidance in preparing this report. | 

1 One of the objectives of the survey was to 
provide the necessary feedback to research 
team of PSI working on developing quake- 
proof housing techniques using kK'ally 
available materials and skills, and training 
the local masons. 

2 f rom a quick sampling of official data. 

3 Ba.scd on a survey report submitted to the 
DM by the Bhuvneshvari Mahila Ashram. 

4 Since .lamak is located neat the road just 
above the Maneri dam, it has attracted great 
publicity and is hence an ideal' village for 
adoption. 

X Of course, a greater proportion of this 
anyway goes again into buying produets of 
Tata industries. This may as well be a sales 
promotion exercise as Tatas arc leaders in 
production of the materials used. 





CSIR and Technological 
Self-Reliance 

S R \Uluri 

Government policies on technological research and development 
have played little role in encouraging self-reliance. There is an 
urgent need to take corrective action so that the efforts and 
capabilities of institutions such as the CSIR can be harnessed 
towards achieving this end. 


THE Centre for Scientific and industrial 
Research (CSIR) is the single largest multi¬ 
disciplinary R and D organisation created 
by the government. Research activities 
vrithin its own laboratories and supported 
by it in the university system cover a wide 
spectrum. While important in themselves 
space and atomic energy are somewhat 
more restricted in their spectrum of ac¬ 
tivities and the activities of the DRDO 
have been primarily restricted to respon¬ 
ding to the needs of the armed forces. The 
CSIR became identified in the public 
mind as an instrument for transformation 
of the nation from a developing to a 
developed status; transforming industrial 
production based upon imported know¬ 
how to one that is technologically self¬ 
generating. It is this organisation and its 
functioning that attracts public attention 
whenever people feel that all is not well 
with our progress towards self-reliance. It 
is a microcosm of ail that is right and 
wrong with our policies for self-reliance 
and their implementation. The recent 
release of the draft Technology Policy 
Statement by the minister of science and 
technology and the recent budgetary in¬ 
itiatives to encourage more expenditure by 
the Indian industry call particular atten¬ 
tion to this subject. 

The CSIR lalraratories were created at 
a time when the political philosophy of 
the nation demanded a virtually pre¬ 
emptive position to the public .sector. The 
bulk of its laboratories took up R and D 
involving high science and high tech¬ 
nology more relevant to big industries in 
both private and public sectors. These 
however depended mostly upon imported 
know-how to sustain their production and 
did not involve any transfer of techno¬ 
logies that could lake root and grow in¬ 
digenously. In spite of the avowed com¬ 
mitment. government policies as imple¬ 
mented have been by and large counter¬ 
productive to achieving the objective of 
real technological self-reliance, l-urther- 
more, this function strictly speaking, tests 


more with the industry than the R and D 
laboratories. The industry did not show 
much keenness for it. In practice, the out¬ 
put from the K and D institutions will 
have to be linked to and utilised by the 
industry to achieve this objective. No 
amount of work from R and D institu¬ 
tions will amount to anything if this link 
is not forged and proven in the fire of 
practice by the industry. Only then can 
technologies developed in the country or 
imported front abroad get upgraded 
leading to a reduction of continued im¬ 
ports of such technologies. The extremely 
low investments by the industry in R and D 
is indicative of its lack of commitment to 
such technological self-reliance. 

Regretfully due to the past acts of omis¬ 
sion and commission on the economic, 
industrial and R and D fronts, the New 
Industrial Policy has become in a way in¬ 
escapable. However, if some corrective 
measures are not introduced immediate¬ 
ly, a measure of technological self- 
reliance, at least in some critical areas, will 
surely become an unoblainable.objective 
in the foreseeable future, assuming it is 
still a national objective. It will be a 
ca.sualty to .short-term political and 
economic compulsions. But achieving 
technological .self-reliance is a long gesta¬ 
tion period activity requiring long-term 
planning. In the absence of such planning 
bulk of .the R and U activities in research 
labisratorics and academic institutions in 
the country will continue to be alienated 
from and irrelevant to any natior:al re¬ 
quirements. The R and D in the industry 
at present, is not a serious driving force 
towards technological self-reliance. For 
practical purposes it does not exLst and its 
absence is the main stumbling block to 
achieving this objective. 

What is at stake is the control over the 
long-term economic destinies of our na¬ 
tion and not the future of science or scien¬ 
tists or CSIR. These destinies have come 
to depend vci> much on science and tech¬ 
nology in the modern world. Without pro¬ 


per long-term platiiiiii<.'. for . <hc better 
■ mes .imoiiu the .soeiitiMs will tend to 
r.dgirfic :o countries murcelutllenges 
and opporiMi-tde.' n.- i..,> serious 

chullciigcw 111 I ei‘(i-;':>)iiiic!i ti based 
upon impivie ! pioUi'ci' ••i; know-how for 
such sici-.- - of objectives 

'.npii'.illi.- I'l.i;.'! t>U.ig(.i cuts on 
k ami D cl inaku’t .ii'roalisiic dcmatKk 
or cmpl;.«\..s ic p-ilicies th.it ate IKM 
coiutucivc lo aclucviiig this objective aic 
Miieb noi (he wu' lo ).'.c .ibout it. 

Iwc . vjiiipli's I'Oiii ihe ueroiiaulical 
scene w'il peili.ips to demonstrate 

ihe incoiisisteno m the gosernmeiil 
polivies in regaid tc l•low'iMv. technologkai 
self-:e!ia!i-,e Whtii .cil.un opportunities 
are missed, inroads " ill be made by other 
countries in crnciai -.'ors of Indian in¬ 
dustry. Civil avMtioii :s one such With the 
recent liberalisation m civil aviation by 
the guvcriimenl. (he lime is right for 
establishing an indigenous ba.se or a take¬ 
over by foreign companies, flic first luH 
the poieniiul to establish a strong self- 
generating teeliiiology base with spin-off 
benefits while ilie second e.slablishes 
licence production wiihoui such bcnenia. 
Hindustan Aeronautics which is entirely 
devoted to respond to military require- 
mcnis luis neglected this scetor. 

The National Aeronautical l.aboraiory 
of the C SIR determined through an inde* 
pendeni market siiivey that there was a 
need tor a mtilii-rolc light transport aw- 
craft (I.I A) in sufricierit numbers to justify 
indigenous design and development. The 
NAL eoncept of I.IA was so attractive 
that a Russian design team preferred to 
join hands with NAI. as a partner in 
development, sharing SO per cent of the 
cost of development. NAI. obtained a 
eommitmciit from a (irivate eiiirepreneuf 
to underwrite 25 per cent of the cost and 
requested the govcinment to fund the 
balance of 25 per cent amounting to about 
Rs 20 ciurc to be '■venlually recouped 
through loyalties. I .ciiings from other 
sources can only be ci .t projeci basis. On 
this project, the coni • irution of others Is 
much rnoie ihan 50 per cent ordered by 
the minisier for science and technology 
while rele.iMrig a drati technology policy 
.statement lot disv.ii- .ion leeeii'ly. For over 
thiee yeais, with vinsiderable financial 
dilficuliic.. NAI. ha. been carrying out 
design sindies foi the I 'l.A. If additional 
funds are not made available now. the 
pruject may well have to be closed. The 
tragedy is that it is luu the first time that 
such a thing has happened. Recognising 
the need for ground-based industrial gas 
turbines in the country and the considen- 
blc eapubiliiy available tor designing such 
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unils, NAL took the initialiw to approach 
the various government ttepanments for 
financial support for the design and 
development of a 10 mw ground-based in¬ 
dustrial gas turbine in collaboration with 
the corporate R and D of BHEL and 
other agencies. It was expected to cost 
about Rs 10 crore and would have been 
a good way of becoming acquainted with 
the technology as a prelude to designing 
and developing much larger units for 
power generation using natural gas or 
gasified coal. Government funding was 
not fonhcoming as has happened in mat^ 
other instances. In these intervening years, 
the public sector has gone in for licence 
imduaion. What price docs the scientiric 
community have to pay for taking govern¬ 
ment policies seriously and try to imple- 
meqi them in their areas of competency? 
If such opportunities are missed, impor¬ 
tant sectors of technology will be handed 
over on platters to foreign companies for 
licence production. What with the New 
Industrial Policy, this would appear to be 
a strong possibility as the markets are at¬ 
tractive and ripe for exploitation. One 
wonders if this is the government’s con¬ 
cept for growing technological self-reli¬ 
ance in the country. 

It will be instructive here to recall some 
suuements which have relevance to govern¬ 
ment policies for achieving technological 
self-reliance made by experts who had 
looked into this problem. Sometime ago 
Kume, the then president of Honda said. 
"There ate some technologies that we do 
not have and sometimes it seems the 
cheapest thing would be to buy them. But 
when you buy technology from others if 
remains frozen—a foreign thing that is not 
a part of yourself and in the end you do 
not know where to go with it. It is hard 
to develop ongoing technologies if you 
have not developed the basics yourself!’ 
This is what R and D in research 
laboratories is all abput. Solow, the Nobel 
Laureate in Economics in 1987 said “the 
rate of technological progress does more 
to determine an industrialised country’s 
growth than the size of its labour force or 
its investment in new factories or equip¬ 
ment. The revolution in jet aviation and 
the computers in Silicon Valley can be 
directly linked to government policies that 
steered money into technology research 
and development!’ 

In order to drive home the po.nt how 
policies that look innocuous on the face 
of it can decisively influence fortunes, we 
might recall the recent developments in 
integrated circuit chip technology. The 
American Silicon Valley stole a march 
recently over Japan by deciding to con¬ 


centrate more on the development of pro¬ 
cessor chips than a memory chip. Perhaps 
a small change in emphasis but of decisive 
influence for the Silicon Vallej ’s fortunes. 
The role played by the US government in 
achieving this objective has apparently 
been crucial and dwisive. The policies for 
industry, science and technoi^y are in¬ 
terrelated and the relatiye priorities in 
their implementation by the government 
will eventually effect the very foundations 
of our economic well-being and security. 

In research laboratories, as distinct 
from academic institutions, scientific 
research is the means to an end and not 
an end in itself, 'fo be useful, their outputs 
have to become purposeful downstream 
inputs to industries. In the section titled 
’Evaluating Risks and Rewards' in the 
book published by Harvard Business 
Schooi Press titled Third Generation 
R and A Roussel et al of Arthur D Lit¬ 
tle, Inc have this to say: “R and D pro¬ 
duces one product only—knowledge. 
True, it is knowledge with a purpose, but 
is still just knowledge. R and D does not 
produce sales, eaminp or cost reduction. 
It does not produce a physical product for 
sale or an operating process. It does not 
producea new business. Nor does it pro¬ 
duce quality. However, R and D does pro¬ 
duce the know-how at the foundation of 
all these other results!’ It has been 
categorically established that investments 
in R and D have a direct bearing on the 
CNP, and the state of development and 
the economic well-bang of a nation's peo¬ 
ple. For scientific research to bear fruit, 
successful laboratory results must be 
transformed to a lerel, where processes 
and (Moduas could lesult from them. This 
costs much money. Except in a few in¬ 
stances like space, atomic energy and 
defence these have not been forthcoming 
either from the government or from the 
industry. Funds for trying out such ideas 
further through pilot plant studies, etc, 
have been cut for CSIR and government 
policies made it uiiattractive for the in¬ 
dustry to Sponsor such work in govern¬ 
ment laboratories. The recent changes in 
policy as stated in the budga do not go 
far enough. Thus public expectations have 
been out of all proportion to the in¬ 
vestments made in CSlR. In modern 
technologies there are no inexpensive 
miracles. 

In space, atomic energy and defence, it 
was the government perception of sociaal 
needs that determined the investments. 
Apartment from annual minimum baseline 
funding to keep their infrastructure intact, 
any additional allocations are being tied 
up with the sanction of specific projecM. 


Thus such funding took the labomtory 
level R and D towards usable, product and 
process development and has built in ac¬ 
countability. In contrast, government in¬ 
vestments in the CSIR are being made as 
bulk grant-in-aid allocations, perhaps 
with the expectation that eventually 
something will come out of them. Plan¬ 
ning the programme content within the 
allotted funds has been left to the CSIR 
which in turn handed it over to the 
laboratories. In a sense therefore, CSIR 
hudga allocations to its laboratories have 
also taken on the nature of grants-in-aid 
and laboratories have been allowed to do 
what they like; subject only to formal ap¬ 
provals by committees. The government 
did not order or sanction major program¬ 
mes of societal interest over and above the 
bulk allocations. .These in recent times 
have been barely sufficient to meet 
baseline (non-plan) minimum needs. A 
substantial portion of even the Plan 
allocations are being used to cover in¬ 
escapable non-Plan expenditures. The 
result is that no programmes of worth¬ 
while nature could be planned either at 
CSIR level or at the laboratory level. But 
now, the government and the parliament 
committees have been asking what the 
nation is getting out of these low invest¬ 
ments. 

Investments in R and D (by the in¬ 
dustry) to take it to a level where p'oduc- 
tion based on such technologies becomes 
possible is crucial for self-reliance. In the 
final analysis, there is no substitute to this 
initiative from the industry. Mature tech¬ 
nologies resulting from such activities are 
the foundations on which the industries 
of the developed world are built. The 
reluctance to do so in the Indian industry 
is primarily because government policies 
made liberal import of production 
technologies possible. In fact, the govern¬ 
ment encouraged industry to sa up pro¬ 
duction based upon imported know-how 
both in private and public sectors. The 
policies to manufacture products under 
foreign licences to sell in what is virtual¬ 
ly a sellers’ market have been a very 
serious disincentive for the industry to 
seek partnership with Indian R and D or 
set up viable in-house R and D centres to 
bridge the gaps from lab level technologies 
to those required for production. Thus 
while the government is wondering why 
the scientists are not pulling their weight, 
scientists are wondering if the government 
really means what it says about techno¬ 
logical self-reliance. Without this commit¬ 
ment their work is irrelevant in the Indian 
context. 

It is important to note that, what the 
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towernmc n t policia tucoeedcd in doing is 
to help anablish production hues and not 
leseudi, design, product/prooess dewlop- 
men: (technotogy) bases. These are funda- 
menully dirfereht, in that it is the latter 
that lead to technological self-reliance and 
not the former. Thus, will CSIK too esta¬ 
blished fairly good R and D bases, due 
to lack of demand from its potential in¬ 
dustrial customers, its R and D prografti- 
mes lacked focus and were not driven by 
the market forces. Their research was 
oeing driven by what was happening else¬ 
where and not by perceptions of what is 
really required to support the industrial 
base of the nation. Some change for the 
better could be perceived in recent times, 
but against very heavy odds and in 
isolated instances and not as a definite 
trend. 

By all accounts, the New Industrial 
Policy which is largely designed to create 
employment, increase production, and 
promote exports will in no way change 
this basic problem. If in space, atomic 
energy, etc, we have a measure of tech¬ 
nological self-reliance, it was primarily 
because technologies have not been always. 
available from abroad. Thus dire need has 
led to some measure of self-reliance in 
these areas. Establishment of viable 
research, product and process technology 
development centres therefore became in¬ 
escapable. The government then directed 
these agencies through project specific 
funding, to develop hardware and pro¬ 
cesses needed by the society, whether they 
are satellites or launch vehicles or nuclear 
power plants, etc There have been no such 
government directed driving forces to take 
advantage of the capability grown in 
CSIR. 

Recent attempts by the CSIR to seek 
funds from the government for develop¬ 
ment of seme major products and pro¬ 
cesses did not receive a favourable 
response. The CSIR has been mauled by 
the government in the budget allocations 
for the Vlll plan with a drastic cut to 
Rs 585 crore against its request for about 
Rs 1,300 crore. The Eighth Plan alloca¬ 
tions. after meeting inescapable com¬ 
mitments, are hardly sufficient for signifi¬ 
cant programme-oriented activity. It may 
come as a surprise for many to know that 
for this organisation which supports 
about 40 laboratories, the funds available 
for specific programme funding is hardly 
Rs 2 crore for the current year after all its 
other essential commitments are met. 
Moreover, any statutory commitments 
ordered by the government are a first 
charge on these funds. The situation is so 
bad that the CSIR hat asked tome of its 


laboratories to pay for their infraistruaural 
support such as electricity out of their ear¬ 
nings. Such earning should really go to 
cover purposeful R and D. The budget 
allocations recently announced for 
1993-94 do not show any improvement in 
the situation. 

These budget cuts by the government 
are a cure worse than the disease, in that 
they may well effectively destroy the very 
foundations on which a measure bf future 
technological self-reliance can be built. 
Without substantial investments in 
R and O by the industry and the govern¬ 
ment, the production technology base that 
is being set up to increase industrial pro¬ 
duction will continue to depend in¬ 
definitely upon foreign sources. It is the 
project specific funding from the govern¬ 
ment and the industry to research labora¬ 
tories and in-hou.se R and H by the in¬ 
dustry that can bring a more positive 
move towards technological self-reliance 
and make Indian R and D more pur¬ 
poseful. 

There is much that CSIR needs to do 
lo set its own house in order. The need lo 
introduce /cro-based budgeting in the 
laboratories has been talked about for 
:^ars. Indications are that no systematic 
efforts have been made in the bulk of the 
laboiatories. It means nothing if its in¬ 
troduction is not accompanied by project- 
based costing and maintenance of ac¬ 
counts. The CSIR headquarters itself has 
made several attempts to educate the ad¬ 
ministrative staff of the laboratories but 
the ultimate responsibility for its non¬ 
introduction in the bulk of the labora¬ 
tories must be laid al the doorsteps of the 
directors. Without project-wise budgeting, 
there is no way for either the government 
or the CSIR to pick and choose projects 
which they wish to support in individual 
laboratories. It is clear that not insisting 
on submission of project-wise budgeting 
by the laboratories to the CSIR and by the 
CSIR to the government is the surest way 
of avoiding any accountability from CSIR 
operations. If CSIR wishes to seek more 
funds from the government in futtire it 
can only be on a project basis and not as 
a simple grants-in-aid as at present. It 
brings in the much needed accountability 
in their operations. The headquaiters of 
the CSIR is hampered in that it has no 
technical secretariat worth speaking 
about. Without it, there are no viable ad¬ 
ministrative. technical and functional 
linkages among its various authorities and 
its laboratories. To achieve this objective, 
it has to change the emphasis in its opera¬ 
tions more towards the scientific and 
technical side. The aims and objectives of 


its various advisory bodies and authorities 
cannot be realised without leoiganising 
the headquarters structure, funds sanc¬ 
tioning. accounting and programme moni¬ 
toring procedures at the headquarters and 
the laboratories. 

The number of people with doctoral 
qualification is generally taken as a 
measure of intrinsic capability of a 
research organisation. A comparison of 
this parameter for the various R and D 
organisations involved in research and 
technology development in India is very 
revealing, from government statistics, it 
is observed that there are 995 such peo¬ 
ple in atomic energy, 342 in DRDO, 326 
in space, 321 in DST, and 2,045 in CSIR. 
Roughly one out of every three scientific 
staff in CSIR, has a PhD. Clearly it is the 
most powerful R,and O technological 
think-tank yet created by the government. 
The government owes it to itself to ex¬ 
amine why it is not getting more out of 
CSIR. The recent Reviewing Committee 
appointed to look into CSIR affairs has 
not examined this problem in any detail. 
Its recommendation that CSIR should 
earn 30 per cen* of its budget has ignored 
the basic problems that ail CSIR. Even 
this has been given distorted emphasis in 
that the budgets of labs which are earn¬ 
ing funds have been reduced instead of 
such earning becoming an incentive and 
a reserve fund for R and D for that 
laboratory. 

In spite of the serious handicaps in its 
functioning, the current annual industrial 
production based on CSIR technologies 
in the country is estimated to be about 
Rs 1,300 crore. The tax receipts on it are 
estimated to be about Rs 250 crore. This 
is roughly the same as the annual Plan 
and non-Plan investments on CSIR. In a 
sense, the government is thus getting track 
its investments. But they can achieve much 
more: The CSI R can do more tovwrds self- 
reliance. It is clearly government policies 
that will determine how much more. 
These policies should encourage viable 
industry and R and D linkages and addi¬ 
tional investment of funds both by the 
government and the industry to achieve 
specific objectives. 

At a time, when the nation is desperate¬ 
ly trying to join the cadre of developed 
nations, it is unfortunate that government 
investmc.its in R and D in real terms have 
taken a downturn in recent times. In view 
of the direct correlatio ■. between R and O 
investments and the state of technological 
development of a nation, it will be suicidal 
for the government to reduce the outlay 
on R and D and not encourage industry 
to invest more funds on R and D through 
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suiUbk legislation. Whereas, it was 
brought up from 0.23 per cent of CNP in 
19S8-S9 to 1.10 per cent in 1986-87, it was 
reported that it is now down to about 0.9 
per cent. Increasing the investment on 
R and D as a percentage of GNP by about 
0.1 per cent each year, through the rest of 
this decade must be considered a top 
priority. 

It is the R and D investments by the in¬ 
dustry that will ultimately make the dif¬ 
ference. Without this, no amount of 
government investment in R and D will 
make any impact on the economy or on 
the level of technological self-reliance. 
Statistics show that in the developed 
world, for every dollar invested by the 
government, investments by the industry 
amount to about three to four dollars. In 
India, it has been the other way round. 
As a percentage of sales, it amounted tc 
0.7 per cent in India with little difference 
between the private and public sectors, it 
varied from about 4 per cent to 10 per cent 
for high technology industries in the 
developed world. It is these anomalies that 
government policies must strive to remove 
if they wish to obtain some technological 
self-reliance as contrasted with reliance in 
indigenous industrial production based 
upon imported production technologies. 
While the former is self- generating, the 
latter most certainly is not. 

It is proposed for government consi¬ 
deration, that if an industry is set up with 
foreign collaboration with or without ma¬ 
jority holding, by law such a company 
should be prevailed upon to build up over 
a Hve-year period its investments on 
R and D to the same percentage of sales 
in India as in the participating foreign 
country on its own R and D but not less 
than 3 per cent of sales. Collecting funds 
from the industry in the form of a cess 
to be spent on R and D by the government 
departments, may not necessarily assure 
that such R and D responds to market 
forces. It is better to give a tax break to 
the industry to encourage it to spend on 
R and D and leave the initiative of what 
R and D to take up with it subject to strict 
R and D performance audit to as.sure that 
these funds are not diverted for other pur¬ 
poses as is happening at present in some 
industries. The industry will certainly try 
to pass on this expenditure to the con¬ 
sumer to some extent. But this is the price 
we have to pay to obtain a measure of con¬ 
trol over our economic and industrial 
destinies and some long-term technologi¬ 
cal self-reliance. This way R and D pro¬ 
grammes supported by the industry in- 
house and tn organisations like CSIR may 
be expected to increase substantially and 


become market-oriented. The Indian 
scientific talent pool will then be drawn 
into more purposeful activities. 

To make such investments attractive, the 
government may provide 100 per cent tax 
write-off if the funds are spent on the 
R and D in the company itself with ap¬ 
propriate R and D performance audit pro¬ 
cedures to assure that the funds are real¬ 
ly being put to such use. If such funds are 
spent in academic institutions or R and D 
organisations such as those of CSIR, at 
least ISO per cent tax write-off should be 
provided. This will encourage the industry 
through sponsored programmes to put to 
use more purposefully the enormous 
R and D capability available there. The 
12S per cent write-off announced by the 
finance minister, in the recent 1993-94 
budget does not go far enough. 

To provide further incentives, the 
government should set apart R$ SO crore 
annually for CSIR to provide matching 
grants exclusively to support those pro¬ 
jects sponsored by the industry. These 
grants for each project should not be mote 
than SO per cent of the R and D invest¬ 
ment by the industry itself on each pro¬ 
ject. These funds should be recouped 
through royalties. The eventual objective 
should be to create a revolving fund of 
about Rs SOO crore over a 10-year period. 
Government investments ate to be con¬ 
sidered seed money to create such a fund. 
It is desirable that DST also be provided 
similar funds to support industry-spon¬ 
sored R and D in academic institutions 
and other research laboratories along 
similar lines. The recently announced re¬ 
quirement that CSIR should earn SO per 
cent of its expenditure is highly unrealistic 
at this stage. Many of the laboratories 
have not succeeded in meeting even the 
target of earning 30 per cent of expen¬ 
diture set earlier. There is little likelihood 
that they will be able to do so in future. 
Any such targets must be followed by 
policy initiatives that will make such ob¬ 
jectives achievable. For the laboratory- 
level operations, this calls for suitable in¬ 
centives to encourage them to seek spon¬ 
sored projects. The present policy of CSIR 
reducing the budgetary allocations to 
those laboratories which are earning 
money is clearly a serious disincentive and 
counter-productive. But then the CSIR 
itself, as mentioned earlier, was partly 
forced into this situation by the arbitrarily 
large cuts imposed on its budgM by the 
government which did not lease any reser¬ 
ves to provide any incentives. The fact of 
the matter is that plan allocations are 
going to cover inescapable non-plan ex¬ 
penditures of the laboratories at present. 


One only has to ponder about the fate of 
programmes such as GSLV of space and 
LCA of defence under similar circum¬ 
stances. If the government wishes the 
CSIR to function more purposefully and 
respond to the needs oPthe country, the 
first step it has to take is to provide an an¬ 
nual grant of Rs SO crore ax suggested 
earlier to create a R and D revolving 
reserve fund specifically set apart for pro¬ 
viding matching grants for projects spon¬ 
sored by the industry. If the government 
is willing to subsidise agriculture through 
inexpensive power, fertiliser, etc, as a na¬ 
tional cause there is no reason why it 
should not support the R and D institu¬ 
tions and the industry to help establish a 
viable self-generating research and techno¬ 
logy development based as a matter of 
enlightened self-intinesi and a positive step 
towards technological self-reliance. .The 
matching grants requited for this purpose 
ate insignificantly small compared to the 
subsidies to agriculture. 

There is no alternative to the govern¬ 
ment funding basic research in academic 
institutions liberally. In the final analysis 
it is on this foundation (hat the technology 
edifice of any nation stands. Not suppor¬ 
ting it is equivalent to a person spending 
the capital out of his savings account in¬ 
stead of drawing upon (he interest to sup¬ 
port himself. The current developments in 
technology can be largely attributed to the 
findings from basic research conducted a 
long time ago. Lack of liberal funding for 
academic research hurts the nation two 
ways; lack of inadequate trained man¬ 
power and inadequate foundations for 
future technological developments thus 
mortgaging the future both ways. 

what is at stake is not simply the future 
of CSIR or academic institutions but the 
cause of technological self-reliance of the 
country and India's transition from a 
developing nation to a developed one. It 
is what is happening in (hem that will 
decisively influence the growth and pace 
of technological self-reliance. The govern¬ 
ment needs to seriously consider whether 
its current policies do in fact achieve this 
objective. 
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India’s Wavering Ties with Malaysia 

M G G Pillu 

India's diplomatic moves in Malaysia are a lot more astute than 
its commercial prince. But Indian business have yet to capitalise 
on the opportunities offered. 


INDO-MALAYSIAN relations though 
good on the surface, are not as they 
should be. While there is no serious fric¬ 
tion several Indian ntisjudgments in the 
past three decades have ensured that 
Kuala Lumpur rearrange her priorities in 
south Asia. Nos Delhi now worries that 
Malaysia deliberately looks to India's 
neighbours for closer rapport. The Malay¬ 
sian prime minister Mahathir Mohamed’s 
official visits in February to Dacca and 
Islamabad, routine as they were; points to 
changing relations with New Delhi more 
than is publicly acknowledged in either 
capital. 

The Indian defence minister. Shared 
Pawar, signed a memorandum of under¬ 
standing on defence co-operation in Kuala 
Lumpur in February putting on a formal 
level what has been the norm since 
Malaysia’s independence in 1937. Indian 
naval officers helped staff the fledgling 
Malaysian navy, and Malaysian soldiers, 
sailors and airmen continue to be trained 
in India. Malaysia wanted Indian assuran¬ 
ces to service the aircraft and train the 
technical crew before it would even con¬ 
sider the MiG-29 jets for its airforce. 
These would continue but within a cons¬ 
cious Malaysian desire for firmer links 
With Bangladesh and Pakistan. 

India recently lobbied the A.SEAN 
countries to the dangers of China's 
presumed naval presence in the Bay of 
Bengal, but these countries are equally 
worried at India's naval build-up in the 
Andaman and Nicobar islands, just over 
two hundred knots from the Indonesian, 
Thai, Malaysian coasts. The feeling per¬ 
sists that India comes to ASEAN coun¬ 
tries for help or keeps the region inform¬ 
ed only when it suits its purpose. 

Malaysia consistently supported India 
in the 1960s against F^kistan over Kashmir 
so that Islamabad briclly broke diplo¬ 
matic relations with it in 1^, and against 
China’s territorial claims to Indian terri¬ 
tory, but New Delhi would not back Kuala 
Lumpur in its dispute with Indonesia 
which brought the two countries to war 
in 1963. In 1980, Malaysia lobbied hard 
for India as a 'dialogue' partner in 
ASEAN, against opposition from Singa¬ 
pore and Thailand- But India recognised, 
in the meanwhile, the Vietnamese- 
imposed regime of Heng Samrin in Cam¬ 
bodia, which ASEAN had opposed. 


Malaysia has been disinclined to help 
India subsequently and with its member¬ 
ship in the South Asian Association for 
Regional Co-operation (SAARC), it lost 
its chances for good. ASEAN prefers to 
deal with regional organisations wherever 
possible. Britain lost its ‘dialogue’ status 
when it joined the EC. But India never 
pushed for SAARC’s 'dialogue' status, 
largely because India's own role would be 
downgraded within ASEAN. India can 
now have a 'sectoral dialogue* with 
ASEAN, the first of which would be this 
year. Despite New Delhi’s insistence that 
it wants nothing more than that, a ‘sec¬ 
toral dialogue’ is neither fish nor fowl, 
with no role, except as a stepping stone 
to eventual ‘dialogue’ status, as the South 
Korea case shows. That. India cannot 
hope for with 5>AARC around; it would 
make her a stepchild in the ASEAN 
scheme of things. ASEAN was surprised 
when SAARC played no role to smooth 
problems among India, Pakistan and 
Bangladesh over the Ayodhya affair; and 
did.not intervene in the visa imbroglio 
with Malaysia. ASEAN is now convinced 
of SAARC’s ineffectiveness. 

India's missteps in Malaysia emanate 
from a presumed cultural superiority 
superimposed on a diplomatic and com¬ 
mercial arrogance. A former Indonesian 
minister once aigued, with justification, 
that India -and Australia for the same 
rcasons—could he the odd men out in the 
Asia l^cific becau.se of this. India's 
diplomatic presence is a lot more astute 
than her commercial presence, but New 
Delhi, like Canberra has misunderstood 
the internal political, economic, cultural 
assumptions in the region. When Mahathir 
espoused his East Asian Economic 
Grouping, now reduced to a caucus 
(EAECi), linking Japan, South Korea, 
China, Taiwan and ASEAN, he had 
hoped for India’s participation. But New 
Delhi demurred, and lost another 
opportunity. 

Now India is keen on the Asia Pacific- 
Economic Community (APEC), which 
Australia runs with and which slowly 
becomes an acceptable forum to enjoin 
the North American Free Trade Associa¬ 
tion (NAFTA), ASEAN, China, Japan, 
Australia, New Zealand, South Korea. A 
secretariat is established in Singapore, and 
Canberra attempts to widen its sco|Se to 


include security maftgrs. But, on present ^ 
indications, it would nut have a major say ; 
in the growth of commerc'e m the Asia ; 
Pacific. All ASEAN members, with vary- ■ 
ing degrees of enthusiasm, go along with ; 
it, but its relevance is still in the future. ] 

Indian busines.scs rushed into Malaysia i 
in the late 1960s and 1970s. with its 
leading business houses and others esta¬ 
blishing joint ventures. Of those, only 
Tatas and Godrej retained their reputa¬ 
tions; the others, which include the Birlas 
and the Singhanias. have nothing to show 
but a bad name and bankrupt subsidia¬ 
ries. Almost all of them misunderstood 
the local business culture, as the newer 
companies continue to do; i he kK-al repre¬ 
sentative of a leading Indian business 
house operated on a penny-pinching 
budget out of his house that he could not 
understand why no one tw)k him seriously. 

The Indian companies remain uncom¬ 
petitive, getting contracts and business 
through governmeni-io-government or 
special arrangements; and lose business by 
not conforming to unwritten local prac¬ 
tices. Two Indian companies were the 
lowest bidders for Malaysia’s rail elec¬ 
trification lender; but it was awarded to 
the third lowest bidder. An international 
con.sorliuni bidding for a power station 
contract recently dropped an Indian sup- 
[Aier of turbine engines, Bharat Fieavy 
Electricals Limited (BFIl;L), when its 
local office look three days to answer 
basic questions about the turbines, and 
took on an American supplier. 

Meanwhile; Pakistan and Bangladesh 
have patiently repaired relations with 
Kuala Lumpur. Twenty years ago, their 
presence was non-existent. Islam is not the 
common link, as New Delhi presumes; 
Malaysia’s support for India's position on 
Kashmir has not wavered. But MahatLir 
has hinged tics with i*akisian and Bangla¬ 
desh that could redound on India. Malay¬ 
sia looks to Pakistan as a base, and for 
joint ventures, for economic and political 
links with central Asia and to Bangladesh 
for much needed skilled and unskilled 
labour. Moreover, Islam'-.bad has infoim- 
ed Malaysia and Indone.sia that the 
Economic Co-operation Organisation 
(ECO) whose members are Turkey, Iran, 
Pakistan, Afghanistan and the six central 
Asian states intends, eventually, to ask for 
'dialogue' status within ASEAN. That 
could lake awhile, especially with the 
uncertainties in central Asia and Afglianis- 
tan. Islamabad also wants a ‘sectoral 
dialogue', and would probably gel it. 
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PERSPECTIVES 


Dalit Movement in Mainstream 
Sociology 

Gopal Guru 

The dominant current in sodological studies of the dalit 
movement views dalit protest as a necessary outcome of an 
obscurantist Hindu tradition with its deep-rooted prejudice against 
the dalits. It therefore assumes that the movement is limited to 
achieving the objective of advance in socio-economic, civic and 
political fields within the existing order, without seeking a 
transformation of that society. This has constrained the 
understanding of the movement. Social sciences must now 
critically examine these assumptions and seek to study the dalit 
movement from below. 


THE study of the dalit movement has at¬ 
tracted some leading sociologists over the 
past two decades in the country and 
abroad. The centenary year of B R 
Ambedkar has seen a plethora of publica¬ 
tions, thus, adding to the growing lite¬ 
rature on Ambedkar, dalit politics and 
dalit movement. 

Among sociologists it is possible to 
discern a dominant ideological current 
that has b»rings on the study of dalit 
movement. There is a ’liberal* trend 
among a group of scholars, who believe 
that it is the ancient Hindu reactionary 
traditions and the deep-rooted prejudice 
against dalit by the upper castes that has 
led to the protest from the dalits. Thus, 
this trend views dalit protest as a necessary 
outcome of an obscurantists Hindu tradi¬ 
tion. This liberal view also has a strong 
tendency to assume tnat the dalit move¬ 
ment is limited to achieving the partial 
advance that it has in the socio-eranomic, 
civic and political Helds within the existing 
social order, thus, without any thought 
regarding its radical transformation in 
other respects. It is due to this ideological 
position, that concepts like 'sociai mobili¬ 
ty’, ‘reference group’ and ’relative depriva¬ 
tion' Hgure so prominently in their 
writings on the dalit movement thus 
becoming a major frame of reference for 
studying dalit movement. 

Among those notable scholars who fall 
into this liberal category is M S A Rao 
who has used similar concepts for under¬ 
standing the emergence of the protest 
movement among the backward classes 
and the dalits in India.' Rao, taking a 
cue from Merton and Runciman, has 
argued that social mobility forms the ma¬ 
jor basis of the theory of relative depriva¬ 


tion.^ (Social conflict as a basis of 
relative deprivation flnds mention in Rao's 
study but without much detailed discus¬ 
sion.) Rao further argues-that the relative 
deprivation is connected with the moment 
of emulation and positive- reference 
group.' Other scholars too have tried to 
link the emergence of the dalit movement 
with the issue of relative deprivation, 
reference groups and social mobility. 
These include Barbara Joshi,'* Harold 
Issac,’ Owen Lynch,* James Silverberg,' 
Sachidanand," Anil Bhatt," Singer and 
Cohen,"* Nanduram," and Paiwar- 
dhan.'^ It is obvious from the works of 
these scholars that terms like social mobi¬ 
lity and relative deprivation form the 
major frame of reference for discussion 
of the emeigence of reform, protest and 
movement among the dalits. 

These studies tend to suggest that cer¬ 
tain dalit groups or individuals try to 
adopt either ritually or culturally higher 
groups'or individuals in order to achieve 
a similar social position or to adopt the 
values that promote the aspirations of an 
atomised individual in a civil society. If 
the dalits fail in their achievement of this, 
in other words, then they suffer from 
relative deprivation because at social level 
theik attempt to overcome relative depriva¬ 
tion is lestricted by the upper caste group 
whom they cite as a reference group ex¬ 
isting mostly in pte-civil society situation 
which is still dominant in some parts of 
the country. At another level, the articula¬ 
tion of relative deprivation among the 
dalits might take place with reference to 
those westernised middle class dalits from 
within the same social situation. Thus, in 
the Indian case, as Oommen has pointed 
out that the deprivation is multi-faceted.” 


However, studies establishing a link bet¬ 
ween the emergence of the dalit movemem 
and relative deprivation, social mobility 
and reference group theory though inade¬ 
quate to understand dalit movement need 
to be supported on the following theo¬ 
retical and strategical grounds. Both 
historically and dialectically, this concept 
of relative deprivation could capture the 
social reality at a particular historical 
juncture when the Indian society was try¬ 
ing to release itself from the feudal ethos 
which was facing ever increasing threat of 
the advancing civil society in India. In this 
tratuitional process, dalits who were aspir¬ 
ing for the mobility of various kinds but 
were unable to achim it due to the restric¬ 
tion imposed by the feudal as well as 
colonial vested interest seem to have 
deprivation which time and again prom¬ 
pt^ the dalit movement-for example in 
mpted the dalit movement for example in 
the 1930s in Maharashtra to challenge 
feudal values through a process of emula¬ 
tion and Sanskritisation. 

This attempt to imitate the upper caste 
values particularly in the -jase of the 
Mahars of Maharashtra, certainly contri¬ 
buted to the development of negative con¬ 
sciousness which according to Gramsci 
may not constitute a mature and fully 
evolved class consciousness, but certa'niy 
is the Hrst glimmer of such consciousness 
constituting the basic negative, polemic at¬ 
titude.'* Gramsci further argues-that the 
lower classes, historically on the defensive, 
can only achieve self-awareness of the 
identity and class limits of their enemy.'-' 

Taking a cue from Gramsci, Ranjii 
Guha tries to understand this conscious¬ 
ness of the insurgent peasantry in colonial 
India. He says “it was only by attacking 
the material symbols of governmental and 
landlords authority the insurgents upset 
the established o^er. They did so by 
undermining its dominant semi-feudal 
culture as well. Insofar as religion con¬ 
stituted the most expressive sign of this 
culture in many of its essential aspects, the 
peasants’ deHance of the rural elite often 
involved an attempt to appropriate the 
dominant religion or to destroy it. To 
those who were high up in society the 
emulation of their culture by the lower 
strata seemed always fraught with danger. 
There have been occasions when, thanks 
to the stimuli given to casteism by British 
colonial policy, Sanskritising movements 
among the lower castes to upgrade them¬ 
selves by adopting the-rituals and religious 
idioms of their superiors were resisted by 
the latter and generated much social ten¬ 
sion and even some actual violence!*'* 
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In the ume vein, the dalit social pro¬ 
test of 19.10s. under the leadership of 
Ambedkar focused its attention on enter¬ 
ing the ‘savarna* temples and tried to im¬ 
prove the status of dalits through Sans- 
kritisation. Although the usual tendency 
is to view Sanskritisation as a cultural pro¬ 
cess aimed at bringing about changes in 
the life style of dalits. it had important 
structural ramincation in that the protest 
orientation and countermobilisation were 
necessary attributes of Sanskritisation 
movements as the dalits often did so in 
a spirit of recalcitrance and the upper 
castes invariably opposed such 
attempts.'^ 

Secondly, studies understanding dalit 
movement in terms of relative deprivation 
and social mobility helped to reveal the 
role of castes and inherited status that 
have for long influenced the monopolis¬ 
ing of the available jobs by the upper 
castes which viewed caste mobility as 
dangerous and disruptive of the social 
fabric It is in this context that studies 
establishing a connection between the 
dalit movement and the above concepts 
are in bringing out the latent contradic¬ 
tion of socio-economic and political 
nature. Moreover, such studies also reveal 
that relative deprivation leading to socio¬ 
economic and political mobility has after 
all a democratising impact on the socio¬ 
economic. political and bureaucratic 
structure of India. '* 

Studies linking relative deprivation and 
social mobility with dalit movement 
assume importance at least for tactical 
and strategical reason, especially when the 
studies of these movements are denied 
their legitimate place in the academic 
world and are considered to be the devia¬ 
tions from the mainstream and irrelevant 
in the Indian context. Oommen, while 
criticising this approach as ahistorical and 
biased has argued that an adequate 
framework for the study of social 
movements should take into account the 
historicity, the elements of social structure 
and the future vision of the society in 
which they originate and operate and it 
is the dialects between these which pro¬ 
vide the focal point for the analysis of 
social movements.^ 

However, the present scenario, 
highlighted by three major developments 
of the toul marginalisation and annihila¬ 
tion of the rural dalits, Hinduisation of 
dalit masses and the growing crisis of the 
Indian welfare state seem to be question¬ 
ing the theoretical validity of relative 
deprivation both as a conceptualisation 
and as a form of consciousness. Concepts 
of relative deprivation and also social 
mobility are quite inadequate to capture 
the reality at the theoretical level. 


Given the happenings in the rural areas 
where the upper castes/dass forces are 
committing brutal atrocities on the dalits 
and when the stale’s response is either 
callous or repres.sive, dalits do not feel the 
sense of relative deprivation but of total 
alienation and exclusion and feel the 
threat of physical liquidation. 

What one observes in rural Maharashtra 
and also in rest of the country is the com¬ 
plete alienation of dalits from the resour¬ 
ces like land, water and other .agricultural 
implements. Thus, the dalits do not find 
any access to either the natural and 
human resources on the one hand and feel 
totally marginalised from the so-called 
decentralisation of political power in the 
rural India. Such a situation svhere dalits 
are collectively and absolutely worse off, 
questions the validity of the concept of 
relative deprivation which primarily 
presupposes the perception of contrasting 
one’s situation, even at the most trivial 
level, with that of others worse off than 
oneself.-' Moreover, it is this perception 
of total exclusion from the developmental 
processes that forces dalits to protest in 
the most militant way ranging frqrn radi¬ 
cal reaction to physical retaliation in 
self defence. This militancy is evident 
among the dalits of Andhra, Bihar and 
Maharashtra. 

However, in the urban setting, the con¬ 
cept of relative deprivation and social 
mobility has some relevance for the new 
educated employed dalit class that is 
emerging from among the mahars and 
mangs of Maharashtra. It is true that the 
mahars do feel relative deprivation at two 
levels. First, at the vertical level, mahars 
feel relatively deprived both socially and 
materially in comparison with those up¬ 
wardly mobile upper castes. To assuage 
this feeling of deprivation these dalits. 
particularly officers float some kind of 
welfare associations to gain, among other 
things, more patronage from the system 
so as to overcome their relative depriva¬ 
tion by raising individual material and 
social status up to the level of those who 
are immediately above them. Thus, at the 
vertical level the reference group for 
the mahars is the upwardly mobile upper 
castes. 

However, at the horizonul level, for the 
mahars and for the mangs the reference 
group is the emerging mahar elites. The 
mahars and even the mangs in the urban 
setting seem to have developed a sense of 
relative deprivation often reflecting the 
feeling of hatred, contempt and jealousy 
for those mahars who according to the 
group under reference are more fortunate 
in terms of enjoying material status. This 
feeling of relative deprivation among the 
less fortunate mahars and the mangs is 
now being openly articulated—an arti¬ 


culation that can lead to the formation of 
a region-specific identity of these mahars. ' 
The Marathwada Mitra Mandal (the * 
organisation of the dalit teachers from 
Marathawada University) is a ca.se in ; 
point, it is alleged that this Mitra Mandal ' 
feels relatively deprived in comparison 
with the dalits of north Maharashtra and 
Vidarbha.-' It is interesting to note here 
that this is true of the dalits of Iblangana 
who feel relatively deprived in comparison 
to the dalits of coastal Andhra particular¬ 
ly of the Guntur region who according to 
the former arc far ahead in terms of socio¬ 
economic and educational achievements. 

This relative deprivation and social 
mobility performs a very important func¬ 
tion for the stability of the system. First, 
the feeling of relative deprivation, if 
assuaged successfully, has an in-built 
atomising tendency which isolates the 
dalits under reference from the larger dalit 
masses. Second, the concept of relative 
deprivation tends to prevent the formation 
of critical consciousness which involves 
the critique of the Indian state and lop¬ 
sided economic development. Instead, it 
fetters itself to narrow contours represen¬ 
ting envy, contempt and hatted about the 
persons from the same social situation. 
For example, the dalits (mahars. Bud¬ 
dhists) of Marathwada who in educational 
and material terms are relatively backward 
as compared to the dalits of Vidarbha and 
consider this relative advance of their 
counterparts from Vidarbha as the mgjor 
cause of their own backwardness. They, 
however, do not consider their backward 
ness as being a result of the feudal ethos 
that dominated the socio-economic life of 
Marathwada for SOO years which eventual¬ 
ly led to the late arrival of these dalits to 
the main channels advancement. 

Similarly, the feeling of relative depriva¬ 
tion makes the mangs (dalit) overlook the 
connection berween their backwardneu 
and their traditional skilled occupation 
which had bound them within the feudal 
agrarian structure. The mangs, due to the 
socio-economic and technological changes 
in Indian agriculture and also the state in¬ 
tervention in the condition of dalit in 
general, are now being displaced from the 
agrarian economy and are compelled to 
take to the education and subsequently to 
seeking jobs. This compulsion and dis¬ 
placement is a result of the replacement 
of old agricultural implements which were 
made by the mangs. by the more sophisti¬ 
cated synthetic stuff manufactured by the 
Garwares. In this situation, where the 
mangs are bag^ng behind the mahan due 
to their late response to the state which, 
as we will see later, seems to have lost the 
capacity to accommodate these late com¬ 
ers in its rather obsolete network of 
patronage. Why do the mangs not ques- 
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tion the capacity of the Indian state and 
find faults with the market society which 
underlies and renews the structures of 
inequality? Why does their feeling of 
lelative deprivation revolve round the 
relative advance of the microscopic sec¬ 
tion of mahar elites? The answer to this 
question lies in the politicisation of 
relative deprivation. 

This politics of relative deprivation 
finds expression among the mang elites. 
These elites, though emerging on a very 
small scale are now found vocalising the 
sense of relative deprivation of the com¬ 
mon mangs with the intention of sharing 
the spoils with the mahars by forcing a 
bargain with the power centres.-' This 
political expression of telative.deprivaiion 
aimed at creating the constituency among 
the ignorant but innocent mangs has sur¬ 
faced in one of the state level conference 
organised by the mang elites in Maha¬ 
rashtra. It is interesting to note that in this 
particular conference the feeling of 
relative deprivation with negative 
reference to mahars was being articulated 
by the mangs with encouragement and 
necessary patronage from the upper caste 
political forces which are alleged to be in¬ 
strumental in fanning hostilities between 
the two communities for the electoral 
politics of the former in the state.-'' 

Needless to say this feeling of relative 
deprivation, suspends, if not eliminates 
completely, the possibility of the develop¬ 
ment of a homogeneous dalii unity cut¬ 
ting acro.ss castes as well as the region. 
Secondly, since relative deprivation under¬ 
lies the quest for social mobility this 
mobility syndrome of dalits has the poten¬ 
tial of diffusing the formation of social 
consciousness by promoting as it docs in¬ 
dividual consciousness which has atomis¬ 
ing dimensions leading to isolation and 
independence of dalits from their com¬ 
munity. Thus, this feeling of deprivation 
and the element of mobility inherent in 
it pushes the dalits away from the centre 
for collective struggles to the periphery 
(participating in the struggle by paying 
only lip sympathy to the dalit cause), thus, 
deviating from assuming the historical 
responsibility that Ambedkar had rested 
on their shoulders for emancipating 
themselves and also the common dalits 
from the dehumanising conditions. There¬ 
fore, while studying the dalit movement 
in terms of relative deprivation or social 
mobility one should not lo.se the sight of 
the fact that social mobility has sustlin- 
ed belief in functionalism which has a 
stabilising influence on society and polity. 

The real serious damage that the con¬ 
cept of relative deprivation can cause to 
the dalit movement today is that it repre¬ 
sents negatitc utopia in two major senses. 
First, this concept at the theoretical level. 


attempts to describe ‘what is’ without 
linking it with the question ’what can be’ 
and, thus, results in an inadequate 
description of social phenomenon. While 
it denies sociology a criticall;' subversive 
character it also denies the groups under 
reference an emancipatory consciousness. 
Because it leads (he groups, in our case 
dalits, to organise their thought and ac¬ 
tion not on their own authentic terms but 
in the terms of those privileged sections 
whose hegemonic worldview underlies the 
structures of domination. 

The element of state plays an extremely 
imiwrtant role in keeping the sense of 
relative deprivationn active among the 
forces below. This is done more syste¬ 
matically and shrewdly by transferring the 
resources, from the more privileged sec¬ 
tions to the underprivileged sections. This 
is done as a part of its welfaristic 
strategies. In doing so the state not only 
diffuses the critical consciousness that the 
section would begin to articulate against 
the structure of domination but as a cor¬ 
ollary also discredits the movement by 
co-opting the most vocal and assertive 
elements into the pacification structures 
built around the welfare state. 

For example, in the 1960s in Maha¬ 
rashtra, the state seems to have, time and 
again, effectively diffused dalit coascious- 


ness which in the process of its develop¬ 
ment had opened up the possibility of 
reaching the level of a broad social 
consciousness (ijl Maharashtra, the dalit 
movement led by Dadasaheb Gaikwad in 
early 1960s and later in alliance Dalit Pan¬ 
ther’s with the left and democratic forces 
represented this form of consciousness) 
but it sub.sequently got dissolved into a 
separate or individual consciousness 
representing subsequent fragmentation of 
dalit into at least a dozen small groups of 
RPI in Maharashtra. This diffusion was 
effected through the introduction of 
IRDP and NREP package and the dis¬ 
crediting was achieved through the co¬ 
option of important dalit leaders in¬ 
cluding Gaikwad by the state.-' 

But scholars studying the dalit move¬ 
ment have not focused much on such a 
vital aspect involving the subversive role 
of state. Oommen has tried to locate the 
state response to dalit movement, but he 
seems to be giving a more formal and 
legalistic explanation of the state response 
to dalit movement or any other movement 
of the weaker section.-* For example, he 
tends to argue, the state becomes either 
repressive or it discredits the mosement 
because the latter defies its authority.-" 
But an emasculation of any movement 
particularly the dalit movement in 
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Miharashtn in the late 60i and early 70s 
was done by the state not solely because 
the dalit movement had undermined its 
authority but more because this phase of 
dalit movement focusing only on the ques¬ 
tion of redistribution of land had serious¬ 
ly threatened the material interests of the 
rural rich because of the dalit demand for 
government land and land declared 
surplus under the ceiling law. 

Though the concept of relative depriva¬ 
tion and social mobility plays a diffu- 
sionist role as it renders the formation of 
homogenised dalit consciousness difTicult, 
in the urban setting, these concepts were 
relevant inasmuch as they could capture, 
though only a fraction, the social reality. 
However, now it seems that the growing 
crisis of the Indian welfare state, the 
systematic attempt by the Hindutvawadi 
forces to hinduise the dalits and the 
revitalising of Buddhist culture among the 
dalits all seem to have rendered the con¬ 
cept of relative deprivation too fragile to 
lead to new initiatives. 

The level of the feeling of relative 
deprivation and social mobility are con¬ 
ditioned by the capacity of the state to in¬ 
tervene in the conditions of the sections 
under reference. This can be corroborated 
by citing Runciman, who observes that the 
welfare provision of the inter-war period 
helped to keep the level of relative depriva¬ 
tion lower than the actual hardships im¬ 
posed by the depression might appear to 
warrant.^* Moreover, in the Indian con¬ 
text, the experience is quite contrary to 
that of Runciman because, in view of the 
absolute deprivation of dalits it was 
politically imperative for the Indian state 
to nurture the feeling of relative depriva¬ 
tion among the dalits by shifting resources 
(this includes various constitutional pro¬ 
visions and different welfare programmes 
for the dalits) from the more privileged 
sections thus reducing the absolute depri¬ 
vation into relative deprivation which due 
to its tendency towards an atomisation of 
an individual denies any community a col¬ 
lectively critical subversive consciousness. 

Now in the last few years particularly 
in the urban setting of Maharashtra 
developments in the arena of state and 
religion might lead to the initiation of the 
reverse process indicating a shift from 
relative to absolute deprivation because 
the Indian state due to its current fiscal 
crisis has been finding it quite difficult to 
shift the resources from the privileged to 
the underprivileged and thus is withdraw¬ 
ing itself from the social sphere. This 
withdrawal of the state is evident from two 
things. First, according to the rough 
estimate, the budgetary provision for 
social welfare is I per cent. In fact, the 
percentage outlay on the scheduled caste 
has increased only marginally from 0.35 


per cent'in the First Five-Mbar Plan to 0.84 
per cent in the Fifth Five-\fear Plan. Thus, 
we find that the scheduled castes, who 
constitute IS per cent of India’s popula¬ 
tion and a much greater proportion of the 
poor, have been provided disproportiona¬ 
tely low share of the plan resoua-es. 
Secondly, the state's thrust towards 
privatisation practically means a total 
marginalisation of Indian dalits because 
the private sectors would hardly be in¬ 
terested in accommodating them. This 
growing privatisation and the resultant ex¬ 
clusion of the dalits even from the urban 
settings would lead collectively towards an 
articulation iheii critical consciousness 
emanating from the state of absolute 
deprivation. However, as of today such ar¬ 
ticulation of corporate dalit consciousness 
has not found any organised expression 
among the urbanite dalits. Unfortunately 
the growing privatisation of Indian 
economy and the crisis of the welfare state 
in India did not figure at all in the state 
conference recently organised by the 
Backward. Adivasi and Muslim Caste 
Federation (BAMCEF) at Nasik. 

Moreover, the sense of relative depriva¬ 
tion which emanated as a reaction to the 
upper caste restrictions against dalits 
adopting certain high caste social norms 
had led the dalits in the 1930s to oveicome 
it through collective mobilisation. But to¬ 
day, the Hindutavawadi forces are taking 
an initiative in accommodating the dalits 
in the savarna culture. The notable exam¬ 
ple of this deceitful elevation of daliu was 
marked by the laying of bricks during the 
Ram Shilanyas at Ayodhya by two dalits 
who were pressed into God Rama's ser¬ 
vice by the BIP-VHP combine a couple 
of years ago. In this particular case it is 
certainly not the need for genuinely over¬ 
coming the sense of relative deprivation 
of dalits that has led this combine to 
mobilise dalits. Howler, whatever be the 
reasons this certainly suspends the need 
on the part of dalits to initiate movements 
for Sanskritisation. Further, since this 
concept of relative deprivation has mean¬ 
ing only in the hierarchised socio-econo¬ 
mic situation, it cannot explain the 
phenomenon of the Buddhist conversion 
movement in Maharashtra and of late in 
Andhra. Buddhism as envisaged by 
Ambedkar docs not consider an egali¬ 
tarian social situation as a reference point 
and not an hierarchical social situation. 

By way of including remarks it can be 
observed that if the critical function of 
social science including sociology consists 
of its attempt to suspect its own theoreti¬ 
cal assumptions within the changing 
socio-economic reality then it becomes 
necessary to develop this critical function 
in order to understand any moveireni 
from below. 
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REVIEWS 


Ahistorical, Apolitical and Authoritical 

llrlMibar BaiM*rji 

Tli«‘ First (ilohal R(‘\olutiun: A R(‘|Mirt liy th<*.(aiunril of thv (Muli of 
Ronu- by A King and B Schneider; Simon and Schuster, London, 1991; 
ppxxi + 197, price not stated. 


THE Club of Rome came into being in 
1968, out of concern among a group of 
independent thinkers about the apparent 
inability of governments and international 
organisations to foresee, on a global scale, 
the consequence of the very .rapid and 
substantial growth in some parts of the 
world. The Club is meant to deal with 
longer term, deeper global issues to com¬ 
plement the work of formal organisations. 
It has been seeking a deeper understan¬ 
ding of the interactions within a tangle 
of contemporary problems—political, 
economic, social, cultural, psychological, 
technological and environmental. The 
Club has given this tangle the name ‘The 
World Problemaliqiie'. A corresponding 
term coined by the Club, ‘The World 
Resolutique' connoies a coherent, com¬ 
prehensive and simultaneous attack to 
resolve as many as possible of the diverse 
elements of the prohlemaiiquc (or offer 
directions to solution or more effective 
strategies). 

This latest publication from the Club 
of Rome raises a number of important 
issues concerning the world as a whole. 
Its distinction lies in the efforts made by 
the authors to develop more effective 
methodologies to comprehend the major 
problems facing the planet and to make 
yet another effort to articulate possible 
solulion.s. The picture that emerges is very 
frightening. The mindless race for con¬ 
sumption, driven by ever increasing 
hunger for profits within the affluent 
countries of the north and their rabid 
cohorts of the Pacific Rim, has been by 
far the most important force which has 
driven this greedy, amoral and immoral 
world to this dangerous stale. The north 
seems to be possessed by a death wish: it 
is eager to ‘sell the rope with which it is 
to hang'. Similar warnings have earlier 
been .sounded by the Bandi Commission, 
the Brundtland Commission and the 
South Commission. The Agenda of the 
Earth Summit also contains dire warnings. 
However, the conte.xi and the metho¬ 
dology and the concepts used by the Club 
are somewhat different. The warning 
sounded by it is much louder and clearer. 

Indeed, the Club of Rome had raised 
the issue of survival of the planet some 
20 years ago in The Limns to uruwh. 


That book provoked widespread criticism. 
There was the question of bias against the 
soutls, too much pre-occupation with 
quantitative data, often of questionable 
reliability and validity, neglect of vital 
qualitative data, validity of the .systems 
dynamic methodology of MIT and the 
advocacy of zero growth worldwide. 
Nevertheless, the fact (hat the book was 
translated into 30 languages and sold 10 
million copies shows that it served the 
purpose of initialing a worldwide debate 
on the future of the planet. Furthermore, 
it now provides a benchmark for the .situa¬ 
tion that prevailed some 20 years ago. This 
helps in assessing the action taken thus far 
in forestalling the deleterious effect of un¬ 
bridled economic growth in the north. 

The First Global Revolution reflects a 
much more mature and balanced effort 
to study the issues affecting the planet, as 
it is not hamstrung by quantitative data 
requirements for a questionable systems 
dynamic model. It has also been pointed 
out that while the Limits to Growth was 
a report to the Club of Rome, The First 
Global Revolution is a report by the Club. 
The authors observe that the contem¬ 
porary problematique remains the same 
in its underlying causes as in 1972. 
The most dominant elements today- 
population growth in the south and the 
macro-effects of human beings on their 
environment were exactly the central pre¬ 
occupation two decades back. This shows 
that the remedies suggested in The Limits 
to Growth were mostly unheeded. Can the 
suggestions contained in the latest 
publication be used to counter the power¬ 
ful forces dominating the market? Had 
the authors made a deeper analysis, they 
would have been forced to arrive at an 
even gloomier prognosis than was done in 
1972. E.xperience has shown that use of 
‘doom-saying* as a prelude to ‘doom¬ 
breaking (p XY) would require a more 
determined effort than has been made 
hitherto. Are the leaders of the countries 
of the world politically prepared to make 
such determined efforts to turn the tide 
of crass consumerism? 

The book is organised in two parts. The 
first deals with the problematique and 
aims to present the main changes of the 
last two decades, to describe the malaise 


they have caused and to outline some of 
the most important issues and dangers 
which humanity has to face. The second 
part concerns the resolutique and at¬ 
tempts to present a numba of actions 
which, at this stage, seems speciQcally 
necessary to pursue. Finally, it returns to 
the need to generate world solidarity. The 
authors have used the term revolution to 
point to the unprecedented mixture of 
'geostrategic earthquakes* of social, 
economic, technological, cultural and 
other factors. They contend that a com¬ 
bination of these factors leads to un¬ 
predictable situations. Humanity is facing 
a double challenge: having to grope its 
way towards an understanding of the new 
world with so many as yet hidden facets 
and also, in the mists of uncertainty, how 
to manage the new world and not to be 
managed by it. The world economic 
discrepancies, the flagrant inequalities, the 
vast and extreme poverty facing an excess 
of wealth are mentioned as the bases of 
tension and conflict in different parts of 
the world. V:t the authors are categorical 
that ‘the global revolution* has no 
ideological basis (p xvii)! Apparently, they 
wish away the prophetic warning about 
Big Business and Big Government sound¬ 
ed by Auldous Huxley in 1935. In sharp 
contrast with hunting-gathering and 
settled farming phases, and even the 
Industrial Revolution, the authors, refer to 
the present ‘brutal changes* taking place 
everywhere simultaneously from causes 
which are likewise ubiquitous. They fear 
that mismanagement of the universal 
revolution could endanger the whole 
human race Obviously, the danger will be 
much more for those who have much to 
lose: the poor and the oppressed are 
already living most dangerously and they 
have little to lose! 

Discussing ‘A Whirlwind of Change* in 
the world (pp 3-32), the authors question 
whether the growth Figures really reflect 
an increase in human welfare. Citing the 
instance of growth in the US economy in 
the 1980s, they point out that much of it 
is no growth at dl; growth Figures conceal 
overconsumption and public disinvest¬ 
ment, deterioration of the infrastructure, 
decay of the inner cities and social 
deterioration. Nor has growth in the north 
led to development in the south. At a 
global level, they draw attention to the 
supercilious reference to the rest of the 
world as ‘residual countries* by the af¬ 
fluent north. They have also drawn atten¬ 
tion to the link between the pattern of 
iniquitous intematkmal development with 
the genesis of four macro-pollution pro- 
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btems: (1) the global warming; (2) deple¬ 
tion of the oeoiM Iqnr; (3) generation of 
huge quaniitia of highly toxic wastes; and 
(4) addification of lakes and destruction 
of forests. Mindless consumption in the 
north is given at the major cause of all 
the four types of macro-pollution. There 
is also a discussion of the changes as sym¬ 
bolised in the awakening of the minorities 
and nationalism; the disappointing rate of 
socio-economic development; the popula¬ 
tion explosion and urban growth in the 
south; the adwince of high technologies, 
particularly in the Helds of micro¬ 
electronics and biotechnology; and the 
unjust and highly fragile system of world 
finance and new ‘plagues* in the form of 
organised crime, violence and coercion 
and AIDS. Another significant observa¬ 
tion concerns the interdependence of 
nations. Pointing out the obMiescence of 
the United Nations and its specialised 
agencies, the authors seem to commend 
the doctrine of ‘right to interfere'', under 
which the UN (of course dominated by 
the north) conducted a humanitarian 
operation within the state of Iraq, in 
favour of the Kurdish people. They assert 
that this concept would represent a con¬ 
siderable evolution in international law 
which would be more a reflection of 
humanitarian considerations than con¬ 
stitutional rules and nationalistic self¬ 
centredness. This incidentally, brings into 
focus a most dangerous facet of the brand 
of international solidarity so stridently 
advocated by the Club of Rome What 
parameters ought to be adopted in exer¬ 
cising the right to interfere? Can such in¬ 
terference take place by the south in the 
north? Some danger signals have already 
started to come from some scholars in the 
north. Maurice King has started ad¬ 
vocating what Halfdan Mahler (former 
DG, WHO) has aptly described as mass 
euthanasia of children in the poor coun¬ 
tries of the south to maintain a sustainable 
eco-system; more recently, the World 
Health Forum has initiated a Round Ikble 
around an artir’; by Jean Martin ad¬ 
vocating a shift Irom Hippocratic medical 
ethics to a Machiaveilian one. Over and 
above, the ‘right to interfere* should also 
have been discussed against the back¬ 
ground of interference in Nicaragua, 
Panama, Libya, Granada and of course, 
Vietnam. Development of blindspots is 
particularly serious when the question of 
world solidarity is at stake. Had the Club 
taken the wider dimensions of inter¬ 
dependence in mind, they would have 
linked them with the ‘loss of values’ that 
have undoubtedly taken place. What else 
to expect in this amoral and immoral 
world? 

Steep rise in the consumption levels in 
the north, global vrarming and its energy 


implications, global food security, the 
population backlash and the global im¬ 
plications of the fast developing post¬ 
industrial information society have been 
rightly identiHed as some ams of acute 
concern (pp 33-S4). However, the authors 
immediately confess that “few if any 
government has the courage to foce such 
acute problems'* (p 36). This, then, is the 
crux of the problem before the Club of 
Rome and the world as a whole. The 
resolutique is thus the key problematique! 
The authors are categorical that the 
‘shallow satisfaction* of consumerism is 
incompatible with a decent human life, 
which needs a deep sense of the seif 
(p 36). Under the existing world order, is 
it possible to garner a global solidarity of 
an order which can impel the governments 
of countries of the north and to roll back 
the tide of shallow consumerism? Yet 
another example of inconsistency in the 
discussion is on the question of popula¬ 
tion backlash. The book is categorical 
about the urgency of improving economic 
conditions in poor countries and at the 
same time of introducing effective means 
of population control. They have stated 
categorically that they “would like to 
stress that reduction in economic disparity 
and aid to development of a wise and co¬ 
operative character, far from being 
humanitarian gestures, are of fundamen¬ 
tal self-interest to the rich countries’* 
(p 4S). To confound the situation, the ap¬ 
proach of the authors to population 
policies (pp 124-23) is patently contradic¬ 
tory: given the fruits of development are 
being eaten away by the rising numbers 
and the impossibility of waiting for socio¬ 
economic changes they prefer a totally 
unrealistic dependence on a breakthrough 
in contraceptive technology. 

The authon once again reach a crescen¬ 
do of both conceptual and metho¬ 
dological insight when they firmly assert 
that “the problems of environment, 
energy, population, food availability and 
development form an interpenetrating 
complex within the problematique, which 
is the centre of present uncertainty con¬ 
cerning the human future. Because of ihe 
importance of inieraciion it will make lit¬ 
tle sense to tackle each of the elements 
separately. To do so is beyond the 
pos.sibilities of the nation-state. The need 
is for simultaneous attack on all the 
elements within a co-ordinated world 
strategy. Success or failure of the first 
global revolution depends essentially on 
this” (p 52). If the thinking on popula¬ 
tion policies is any guide, the failure of 
the revolution appears to be well assured! 

The authors have discussed the in¬ 
stances of economies of the US, Japan, 
the EC, the developing countries and of 


the then (1991) Soviet Union and eastern 
Europe to underline the degree of inter¬ 
national mismanagement of the world 
economy (pp 33-86). They give one more 
example of their confusnl thinking by 
showering praise on the so-called Asian 
Dragons for their spectacular progress 
along the lines of the consumer societies 
of the north—and. to cap it ail, citing 
their example as “a lesson for the other 
struggling nations" (p 73)! The authors 
once again go up the roller-coaster by 
pointing out the collapse of the opposi¬ 
tion of the two ideologies, forming its 
own vacuum and leaving only cress 
materialism, because “implosion of Ihe 
ideology of socialism was associated with 
the end of the American dream" (p 78). 
The authors place man at the centre of the 
problematique and rightly observe that 
“the Common Enemy of Humanity is 
Man" (p 83). Man is the cause of human 
malaise of all kinds: waves of violence; 
permanence of international terrorism; 
acts of mafias; rise of drug addiction and 
drug-related crimes; the aggressive exhibi¬ 
tionism in sexuality and deviant behaviour 
exploited by the press, mass media and 
advertising world” (p 87). Once again 
without attempting to analyse the forces 
which have given such form to the “press 
mt^s media and the advertising world**, 
the authors go on to narrate what they 
consider to be symptoms of the world¬ 
wide malaise. They contend that there is 
a world-wide crisis of the relationship 
between the children and their parents and 
teachers, which has led to a crisis of 
dialogue, leading to confrontation. As if 
these questionable generalisations are not 
enough, the authors contend that the 
global signs of disarray has generated 
fears among young people and brought 
them together above “differences of class, 
culture and country". According to them, 
“rock music, gadgets, and Coca Cola have 
forged a new, parallel and temporary— 
as long as youth lasts—society and created 
what the African historian Joseph Ki- 
Zerbo calls ‘homo coca-colens'. Th^ new 
tribes constitute a global phenomenon” 
(p 90). In order to justify the forging of 
such a society the authors, unwittingly or 
otherwise, wish away more than three- 
fourths of humanity living in what had 
been superciliously called residual coun¬ 
tries (p 10), which are outside the pale of 
the so-called dynamic, market-oriented, 
high economic growth countries of the 
north and their cohorts forming the much 
admired Asian Dragons, where Coca- 
Cola reigns. This is an outstanding 
example of the ambivalence, ambiguity 
and inconsistency of the authors who 
had set out to discuss the First Global 
Revolution. 

The authors have rightly started their 
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picMntation of the lesolutique (pp IOI<83) 
by asierting that this needs an approach 
which necessitates a simultaneous and 
comprehensive attack at every level. This 
approach attempts to look at the conse¬ 
quences of possible solutions to particular 
dements of a difficulty, for all, or as many 
as possible of the others. In pleading for a 
comprehensive methodology for develop¬ 
ing a resolutique, they have aptly quoted 
what they call Forrester’s First Law; “In 
any complex systems attack—however ap¬ 
parently intelligent—on a single element 
or symptom generally leads to a deteriora¬ 
tion of the system as a whole” (p 105). The 
very brief account of the authors' ap¬ 
proach to the problematique, given above, 
shows how difficult it has been even for 
them to stick to the elementary postulates 
of a systems approach. For developing a 
systems approach towards formulating the 
resolutique, the authors have identified 
three key variables of the problematique 
to attempt “simultaneous and comprehen¬ 
sive attacks at every level”. These, termed 
as the ‘Three Immediacies' (pp 105-36) 
are: converting swords into plough-shares; 
an environment for survival; and, develop¬ 
ment and underdevelopment, it would be 
unfair to expect profound, comprehensive, 
systems thinking on the enormous areas 
covered by the three immediacies of the 
resolutique. The problem, however, is that 
even the direction of the thinking 
presented is not substantial enough to 
initiate further work in these areas. Often, 
the thinking is tangential. This may be 
because often the thinking is ahisiorical, 
apolitical or atheoretical, or a combina¬ 
tion of two or more. Inspired by the 
encouraging trends in disarmament 
during the Gorbachev era, when the book 
was written, the resolutique consists: 

(1) appealing to adherence to the non¬ 
proliferation treaty; (2) appeal for active 
policies of industrial reconversion in 
countries undergoing disarmament; 
(3) redeployment of resources to 
strengthen the social structure; (4) make 
viable and curtail the evils of the arms 
trade; and (5) lestructuring of the military 
research and development establishment 
to meet non-military .social requirements. 
It is like asking a tiger to become a 
vegetarian! After their reasonably valid 
criticism of national and international 
bureaucracies as outdated, inertia-prone, 
and even counter- productive, the authors 
come forward with suggestions fur a 
plethora of organisations to police the en¬ 
vironment; (I) the UN, the WHO, the 
UNFP and the UNLSC'O launch a world¬ 
wide campaign for Fnergy Conservation; 

(2) creation of an UN finsironmental 
Security Council on the lines of UN 
Security Council on military matters; 

(3) the proposed UN Fnvironmental 


Security Council organises legalar 
meetings of industrial leaders, bankers 
and governments of the five continents for 
Global Development Rounds, on the lines 
of the Tariff Rounds of GATT, ( 4 ) par¬ 
ticularly for highly industrialist coun¬ 
tries, there should be National Centre for 
Clean Technology; (S) UN convenes into-- 
governmental scientific meetings to plan 
comprehensive VWarld Alternatives Energy 
Projects; (6) the FAO, in association with 
the Consultative Group of Institutes of 
Agricultural Research (CGIAR), under¬ 
take a study on Energy in Agriculture; and 
(7) UNESCO, governments, television 
authorities and others undertake Environ¬ 
mental Education Programmes. The 
authors perhaps would have been less 
extravagant had they had the experience 
of the outcome of the Rio Earth Summit 
on Environment and Development. Mildly 
disagreeing with Winston Churchill's 
dictum that “scientists should be on tap 
and not on top”, the authors, apparently 
following an ahistorical and apolitical 
path, plead for scientists and experts to 
head the numerous bureaucratic organisa¬ 
tions suggested by them. Where will they 
get such a sanitised, value-free breed of 
scientists and experts? From the govern¬ 
ments and industrial organisations of the 
north? 

Their discussion on development and 
underdevelopment is the most disappoin¬ 


ting of' the three Their admonishing of 
the poor countries for adopting the 
western model of development amounts 
to blaming the victims. Ilieir admiration 
for the success of the Asian Dragons 
shows how far away they are from 
developing systems thinking on a global 
scale. As pointed out earlier, their narrow, 
Malthusian approach to population 
policies of the countries of the south 
comes nowhere near the broad-based 
systems approach they themselves had ad¬ 
vocated earlier. Furthermore, they have 
almost actively ignored historical 
experiences of the disastrous conse¬ 
quences of adoption of such an approach 
in the south. They should have reminded 
themselves of their own quotation of 
Forrester’s First Law! They have precious 
little to say about alternative strategies 
for development. While they refer to 
Schumacher in the context of protection 
of the environment, there seems to be lit¬ 
tle concern for the alternative strategies 
that have been elaborated in the south, 
including the Gandhian one The Dag 
Hammarskjoeld Foundation had uiidet> 
taken a major project on Another 
Development in the latter half of the 
1970s. Following that, considerable work 
has been done by the International 
Federation for Development Alternatives 
(IFDA). Apparently, such ideas have not 
received attention of the authors. 
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Thdr pnJflc for local inkiatives Uken 
by the NOOs also appears lo be mis- 
{placed. Hricini into account such serious 
isaues as source of funds, vulnerability to 
manipulation by vested interests, coverage 
and development of initiatives and in¬ 
novations, there is little to share their 
optkni sm about NGOs. indeed, it appears 
that a ‘romantic* NGO approach is used 
hem as a convenient way out of confron¬ 
ting soine of the basic issues in develop¬ 
ment in the south. The authors ought to 
have taken a closer look at what the 
NGOs as a whole have been able to 
achieve in the sub-Saharan Africa or in 
Bangladesh, where foreign-funded and 
led-NGOs had wide fields open for them. 
Similarly, despite cent-per cent govern¬ 
ment funding to ‘voluntary agencies’ to 
work in the field of family planning in 
India, the outcome did not measure up to 
the promises made. 

The authors again show ambivalence 
and even incoherence when they come to 
the more concrete issues of governance 
and identifying agents of the resolutique 
(pp 137-72), even within the limited con¬ 
text of the three immediacies forming an 
interacting .system complex. There is some 
general discussion on governance, poin¬ 
ting out structures, policies and pro¬ 
cedures of government and taking up par¬ 
ticularly issues of resistance to change, 
corruption, confrontation versus consen¬ 
sus, government and the market forces 
and humanity in politics. There is once 
again a reference to so many obvious in¬ 
adequacies in the international organisa¬ 
tions. Incidentally, there is virtually 
no reference to north-south political, 
economic and srxnal relationship. In 
discussing the agents of the resolutique, 
they take in a rather general fashion issues 
such as the learning challenge of educa¬ 
tion, the contribution of science and new 
knowledge and the role of mass media. 

Discussing motivatioru and values 
(pp 173-U), the authors conclude that there 
tis a weakening of the moral sense among 
individuals, because the ethical structure 
that used to serve as their reference has 
collapsed and the great threats of the con¬ 
temporary world have frightetaed them 
with a chilly self-withdrawal. The spiritual 
and the ethical dimension is perceived by 
the authors as a necessity ihat should lead 
to a new humanism. The book ends with 
a chapter ‘Learning Our Way into a New 
Era'. The authors stress that what has been 
presented in the book should rather be 
regarded as nuiterial for discussion and 
debate; it is intended lo spark off a variety 
of examinations and reassessments on the 
pan of those responsible for the manage¬ 
ment of society, at all levels. How^r, 
their reference to the motto of the Club 
of Rome to “think globally and to act 


locally" comes as an anti-dimax. Where 
is the resolutique which conform to 
Forrester's First Law? 

The most glaring shortcoming of this 
book is the omission of an analysis of the 
social and political factors which have 
come in the way of actions for counter¬ 
ing the threats to global survirml. Even if 
the scholas6c works of Karl Mira have 
to be wished away, there ought to have 
been an enquiry as to why actions could 
not be taken on some of the mijor threats 
to a sustainable global development which 
were so pointedly brought out in The 
Limils to Growiht One of the strong 
points of the First Global Revolution is 
its outspoken denunciation of exponen¬ 
tial growth of mindless consumerisalion. 
the increasing gulf between children and 
parents and teachers and the formation 
of a distinct ‘homo-coca-colens’ in the 
north. That ought to have been followed 
by a comprehensive analysis of the social, 
economic and political forces, which had 
impelled the affluent societies to move so 
fast in the obviously destructive path of 
consuming more and more of the rapidly 
depleting resources, to become more and 
more affluent, for its own sake? It is 
almost pathetic that the authors invoke 
the examples of the political will behind 
the success of the Manhattan Project and 
the US Project to put a man on the moon 
to generate optimism about political ac¬ 
tion to cope with the global environmen¬ 
tal problems. They ought to have asked 
why such political will was not forthcom¬ 
ing in spite of the dire warnings sounded 
so often in the past, the latest being the 
Earth Summit at Rio in 1992? The 
authors seem to suffer from massive blind 
spots in this critical field. This might 
explain why they made so little reference 
to the grossly unjust international rela¬ 
tions and terms of trade and their impact 
on the south. No worthwhile resolutique 
can be articulated for the global pro- 
blematique without an analysis of the way 
the market forces have shaped policies 
both nationally and internationally. If fur¬ 
ther proof is needed, the UN Conference 
on Environment and Development at Rio 
dramatically demonstrated how the 
economic interests can overrun .'«ll the 
platitudes mouthed by political leaders of 
the north about global solidarity to 
deal with problems of environment and 
development on the global scale The 
authors have realised that, “The market 
is ill-adapted to deal with long-term 
effects, inter-generational responsibilities 
and common propeny resources” (p 149). 
They arc; however, odiously unrealistic 
when they expect that the government 
should define the boundaries within 
which the market can function, as they 
conveniently ignore the fact that it is the 


market which controls the government. 
The business of the government of the 
United .States is ‘business’! It is understan¬ 
dable that the members of the Club of 
Rome should have so clearly stated that 
they had no ‘political ambition'. This is 
indeed essential for taking an independent 
position on aspects of the global pro- 
blemutique and resolutique. This, 
however, does not justify the adoption 
of approaches which are ahistorical, 
apolitical or atheoretical. 

Another disturbing trend in the think¬ 
ing followed in the book concerns their 
attitude to democracy. There is a reference 
to ‘limits of democracy’ (p 81). If 
democracy means respect for dignity of 
individuals and their participation in the 
formation of decisions that concern them, 
there should obviously be no limils to 
demociacy. l-iirihermorc, while thinking 
globally, it should be realised that even llie 
most ‘developed’ countries in the world 
are yet to go a long way in becoming 
democratic Undoubtedly, for thinking 
globally, it is necessary to realise that peo¬ 
ple living in different parts of the world 
have different degrees of democralisation, 
depending on local cultural, social, and 
economic considerations. These dif¬ 
ferences must form one group of the key 
variibles in understanding of the global 
system of the probleihatique. People of 
the south, who have experienced that col¬ 
onial and imperialistic plunder had been 
legitimised as the white men’s burden, are 
justifiably concerned about the rumblings 
about the ‘right to interfere’ and ‘putting 
scientists and experts at the top’. There is, 
furthermore a sustained refrain about let¬ 
ting loose mass euthanasia to forestall 
population explosion. 

Another major limitation of the book 
lies in the inability of the authors to work 
out the to and fro interlinks of the 
variables they Have identified as con¬ 
stituting the world system, even though 
they have consistently underlined this as 
a critical prerequisite for developing a 
global perspective. 

it is indeed a tribute to the Club of 
Rome and to the authors that they have 
developed the-global vision to such a 
depth and breadth that they become 
vulnerable to such wide-ranging criticism. 
Perhaps that exactly was the purpose of 
bringing out the btMk. The book shows 
that the Club of Rome has come a long 
way since its pioneering efforts of produc¬ 
ing The Limits to Growth. But a long way 
lies ahead of the Club to develop a deeper 
understanding of the First Global Revolu¬ 
tion and to articulate a global strategy to 
come to grips with the fall-out of that 
revolution—even organising a counter¬ 
revolution! 
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Expliumii^ Wages of 

Industrial Workers 

Bibhaa Saha 

Skge Structure in Oisaniscid laduatriai Sector by C Mani Sastry; 
Booklinks Corporation. Hyderabad. Rs 150. 


OVER the Iasi 40 yean of industrial deveiop- 
meni in India, wage earnings of the workm 
in organised industries have increased both 
in nopiinai and real terms. But the growth 
in wage earnings has been uneven across 
regions and industries. Why wages vary 
between industries in the same region or 
between regions in the same industry is an 
inieresting research problem which has im¬ 
portant impikaiions for income distribu¬ 
tion. development of the labour market and 
regional growth. C Mani Sastry addresses 
this problem in her book. 

The main concern of the author is to iden¬ 
tify the factors that have influenced the 
variations in nominal wages in organised 
industries over time, across industries and 
across nates. The book comprises five 
chapters and one appendix on contract 
labwr which can also be regarded as a 
separate chapter. In the introduction the 
author expresses her dissatisfaction with the 
existing wage literature (ranging from 
ciasskai political economy to some variants 
of modern innitutional models) for not pro¬ 
viding a ‘precise and coherent theory' that 
can aphun the complcxiiy of the wage nruc- 
lure. She therefore sets out to approach the 
problem purely from an empirical perspec¬ 
tive While in many cases an empirical ap¬ 
proach in itsdt can be independently useful, 
in the present context it is unlikely to be so, 
simply because the theoretical wage 
literature is abundantly rich in results a^ 
can provide a suitable model for any realistic 
setting. Therefore, a good research strategy 
would be to select a specinc model (or a class 
of models) that can suit the institutional 
environment of industries the researcher is 
interested in studying, and then to test the 
piediaions of the moM. Unfortunately, the 
absence of a theoretical motivation b^ind 
Sastry’s empirical study makes the work less 
insightful. 

From the numerous observations the 
author has made, the following ones 
resulting from econometric exercises carried 
out by her are interesting and deserve a 
detail^ discussion: (i) The overtime varia¬ 
tions in nominal wages (from I9S6 to I9M) 
arc largely due to improvements in labour 
productivity in many industries and the 
general inflationary pressure of the 
economy, (ii) The nominal wage earnings are 
likely to increase with the state's share of fac¬ 
tory products in the national aggregate, 
(iii) When selective industries are compared 
in selective states in terms of nominal wage 
variations, inflation turns out to be a domi¬ 
nant factor followed by labour productivity 
and trade union activities. 

The flrst of t)ie above three observations 
is reported in the second chapter of the 
book. Time scries data on nominal wages. 


labour productivity, average scale of firm 
and consumer price index (CPI) have been 
used to regress a log-linear equation with 
nominal wages beii^ the dependent variable 
CPI is found to be systematically significant 
for 14 (out of Id) industries whereas other 
variabln are significant only for a few 
industries. However, that inflationary 
pressure has led to increases in nominal 
earnings is predictable because of the fact 
that the data relate to the organised in¬ 
dustries where nominal wages respond to 
inflation due to union pressure or as part 
of the employers’ policy of indexation (as 
in ntarqf public sector units). What is more 
interesting is the finding that the elasticity 
of wage with respect to CPI is greater than 
unity in most of the industries. In fact the 
differences in the elasticity estimates between 
industries are of great interest. For example, 
basic metals and metal products industries 
have almost equal elasticity (1.26 and 1.38 
respectively) which can be explained by the 
fact that these industries are largely 
dominated by public sector enterprises and 
they follow comparable wage policies. But 
for wood and wt^ products, the elasticity 
is quite high (1.7) and the reason is not clear. 
Unfortunately, the author does not highlight 
and explain these results. 

Several objections can be raised to hpr 
econometric modelling. First, in eight out 
of 16 equations, the Durbin-Wtotson sutistic 
is not significant in which case the signi¬ 
ficance of ittdividual variables is mean¬ 
ingless, even if the R^ is very high. Secondly, 
using labour productivity and CPI as 
explanatory variables for wages is likely to 
create a simultaneity bias. The problem is 
even more acute in a time-series model where 
mutual feedbacks can be present. Therefore; 
a single equation formulation is unsatisfac¬ 
tory. Thirdly, all the equations (for 16 
industries) use CPI as a common expla¬ 
natory variable in which case the problem 
of *contemporaneous correlation’ is likely to 
be present. Therefore; one should lise 
Zellner's Seemingly Unrelated Regressions 
(SUR) method which takes account of both 
autocorrela:ion and contemporaneous 
corr;!ation. 

The second important finding that wages 
are increasing in the state's share of the ‘fac¬ 
tory sector domestic product' in the national 
aggregate is obtained from a pooled regres¬ 
sion qsing stalewise cross section data for 
three years, 1961, 1971 and 1981, and is 
discussed in chapter 3. The result, being 
fairly prediaable, neither provides any new 
insight, nor provokes any debate Here also, 
the econometric modelling runs into some 
difficulties. While potriing cross-section and 
lime-series data and allowing changes only 
in the intercept term, one should use as rnany 


dumny mmbuimffllt i 
(whieh cbrrblMMid to fli8 df yuan 
in the pr^ent ieai^ after CMcluding the in¬ 
tercept term. This is eUghtly different from 
moddUng ‘structural, breaks' where the 
number of dummies would be one less. The 
author erroneously uses the latter apixmoch. 

in the fourth chapto which is perhaps the 
best written in the entire book, SMry selecu 
four industries—Iron and Steel, Cement, 
Cycle and Bicyclt; Flour Mill—and four im¬ 
portant states for each industry. Then the 
compares nominal wages of a worker over 
time from 1961 to 1982 to trace in which 
state labour has become more expensive for 
that industry. This reveals that in the Iron 
and Steel Industry, Orissa tops the list (in 
terms of being mote expensive) followed by 
West Bengal while in 1961 Orissa was the 
least expensive state. In case of flour mill 
industry West Bengal had a lowly third posi¬ 
tion in 1961, but by 1982 it had reached the 
first position, way ahead of Maharashtra, 
Punjab and Thmil Nadu. 

Intrigued by this pattern of wage move¬ 
ments, the author tries to explain it econo- 
metrically. In all the four industries, except 
cement, the (positive and greater thaii unity) 
wage elasticity of CPI is largest in the state 
that tops the list. In the cement industry, the 
wage elasticity in the highest wage slate is 
very close to the largest. Here also, the 
author fails to highlight and discuss this 
result. Among other findings, perhaps the 
most interesting one is a negative result. In 
none of the industries are trade union ac¬ 
tivities significant for the highest wage state. 
In other words, trade union activities can¬ 
not be regarded as a dominant factor for the 
high (nominal) wage levels in those slates 
where labour is most expensive for a given 
industry. Again, this result does not receive 
any attention from the author. However, the 
definition of the degree of trade union ac¬ 
tivities is not quite satisfactory. It is deflned 
as the share of the state in the aggregate 
mandays lost from industrial disputes in the 
industry. Since mandays lost from industrial 
disputes include both strikes and lock-outs, 
it is not clear how this variable captures the 
influence of trade unions. As far as the 
econometric modelling is concerned, some 
of the problems mentioned above are also 
present in this chapter. The simultaneity bias 
between nominal wages and labour pr^uc- 
livity should not be ignored and for more 
efficient estimates, the author could have 
used the SUR method. 

The main problem with Sasiry’s approach 
is that she stops after describing the resuiis 
without trying to expWn them and she 
describes too many things including the 
obvious and trivial ones. As a result, the 
econometric parts and table-based descrip¬ 
tive parts are often not integrated. Vbt the 
book demands some serious attention from 
the researchers in this area for suggesting an 
explanation of increased nominal wage ear¬ 
nings. As the author claims, the nominal 
wage increase is, by and large, due to the 
inflationary pressure and not so much due 
to improvements in other economic factors, 
such as labour productivity. To discard 
Sastry's assertion would in itself be an 
interesting research project. 
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___ ■ _ SPECIAL ARTICLES 

Conceptualising Brahmanical Patriarchy in 

Early India 

Gender, Caste, Class and State 

Uma Chaknivarti 

Caste hierarchy and gender hierarchy are the organ^ng principles of the brahmanical social order and are 
closely interconnected. This article explores the relationship between caste and gender, focusing on what is 
possibly the central factor for the subordination of the upper caste woman: the need for effective sexual con¬ 
trol over such women to maintain not only patrilineal succession but also caste purity, the institution unique 
to Hindu society. 


STUDIES of women in early Indian history 
have tended to focus on what is broadly 
termed as the ‘status of women', which in 
turn has led to a concentration of attention 
on a limited set of questions such as mar¬ 
riage law, property rights, and rights relating 
to religious practices, normally vicw^ as in¬ 
dices of status. The limited focus lias left a 
major lacuna in our understanding of social 
processes which have shaped men, women, 
and social institutions in early India. It is 
now time to mo«e away from questions of 
*status' whether high or low, and to look in¬ 
stead at the structural framework of gender 
relations, i e, to the nature and basis of the 
subordination of women and its extent and 
specific form in early Indian society. In this 
context we may point out that although the 
subordination of women is a common 
feature of almost all stages of history, and 
s prevalent in large parts of the world, the 
ixtent and form of that subordination has 
seen conditioned by the social and cultural 
environment in which women have been 
placed. 

The general subordination of women 
assumed a particularly severe form in India 
through the powerful instrument of religious 
traditions which have shaped social prac¬ 
tices. A marked feature of Hindu society is 
its legal sanction for an extreme expression 
of social stratification in which women and 
the lower castes have been subjected to 
humiliating conditions of existence. Caste 
hierardiy and gender hierarchy arc the 
organising principles of the brahmanical 
so^ order and d^te their cIom intercon¬ 
nections neither scholars of the caste system 
nor feminist scholars have attempted to 
analyse the relationship between the two. I 
will explore here (very tentatively) the rela¬ 
tionship between caste and gender, focusing 
(Ml what is possibly the central factor for the 
subiMdinatkNi of the upper caste wcMiien: the 
need for effective sexual control over such 
wcMnen to maintain mM cmly patrilineal suc¬ 
cession (a requirement of all patriarchal 
societies) but also caste purity, the institu¬ 
tion unique to Hindu society. Hw purity of 
women has a centrality in brahnumical 
patriarchy; as we shall see; because the purity 
of caste is omtingent upem it. 


The task of exploring the connectkMU bet¬ 
ween patriarchy and cKher structures within 
a historical ccmteit was pioneered by Cerda 
Lemer (IM 6 ) and her work is both theoreti¬ 
cally and. meihodol<«ically useful for 
historians, in omlining the historical process 
of the creation of patriarchy in the 
Mesopotamian region Lerner dcKribes her 
growing awareness of the fact that crucial 
to the oiganiMtion of early MesopcMamian 
society was the total comrol of women's sex¬ 
uality by men of the dominant class. She had 
been puaded by her evidence wherein 
women seemed to have greatly differing 
statuses, some holding high positions and 
enjoying economic inckpendence but whoK 
saudity was ocmtrollcd by men. This led her 
to recognise that there was a need to look 
beytMid economic questions and focus on the 
control over women’s souality and the man¬ 
ner in which reproduction was organised and 
thus to look for the causes and effects of 
such sexual control (Lerner 1986: 8 ). A 
similar exploration of the process of 
establishing control over ummen's sexuality 
in a highly stratified and closed structure 
could be useful in analysing the connections 
between caste; class, patriarchy, and the stair 
in the brahmanical texts of early India. The 
structure that came into being has shaped 
)l)e ideology of the upper castes and con¬ 
tinues to be the underpinning of beliefs and 
practices extant today. 

A possible starting {Mint for an explora¬ 
tion of the historical evidence on the aucial 
place of control over women's sexuality 
within the larger structure in wjiich 
brahmanical patriarchy was located thus 
could be the practices and beliefs prevalent 
among the upper castes as studied I 9 anthro- 
poiogisis. An insightful essay by Nur VUman 
(1962) on the castes of Ceylon and Malabar 
shows that the sexuality of wennen, more 
than that of men, is the subject of social 
com^n. Vilman argues that a fundamental 
prindple of Hindu social cHganisation is to 
construct a closed structure to picwve land, 
women, and ritual <)uality within it. The 
three ait structurally linked and it is impossi¬ 
ble to mainttin all three without stringently 
organising female sexuality. Indeed neither 
land, nor ritual qualit^r, i e, the purity of 


caste can be ensured without closely guar¬ 
ding women who form the pivot for the en¬ 
tire structure. As Yhiman’s informants 
pointed out the honour and respectability 
of men is protected and preserv^ through 
their women. The appearance of puberty 
thus marks a profoundly ‘dangerous' situa¬ 
tion and is the context for mgjor rittta|s 
which indicates the important relationship 
between female purity and purity of cute 
It is in order to stringently guard the purity 
of cutes that very early on pre-puberty mar- 
riqges were recommended for the upper 
cutes especially brahmanu (VUman: 2S-S8). 
Yalman also points out that caste blood is 
always bilateral, i e, its ritual quality is 
received from both parents. Thus ideally 
both parents must be of the same cute. 
However, this cannot always be ensured and 
is the basis of grave anxiety it; the texts. 

The anxiety about polluting the ritual 
order and the quality of the blocxi through 
women is best demonstrated in the horror 
of miscegeny u we shall show. In the thetMv- 
tical explanations for the proliferation of 
cute the most polluting and low casfu are 
attributed to miscegeny, i e, the mixing of 
castes (‘varnasamkaia'). Most polluting are 
those castes v,hich are the products of 
reprehensible unions between women of a 
higher caste and men of a lower cute. The 
ideologues of the caste system had a par¬ 
ticular horror of hypogamy-^prarf/oma dr 
against the grain as it was described—and 
reserved for it the severest condemiutkMi and 
the highest punishment as will be evident. 
Violations continued to be punished until 
recent times by drowning mother and child 
(Yalman: 52] and excommunication and 
ritual death. 

The safeguarding of the caste structure it 
achieved through the highly restricted move¬ 
ment of women or even through femate 
seclusion. Women are regarded u gate¬ 
ways—literally points of entrance into the 
caste system. The lower caste male whou 
sexuality is a threat lo’upper cute purity hu 
to be institutionally prevented from having 
sexual access to women of the higher cutes 
so women must be carefully guarded 
(Cianesh 1985: 16; Das 1976: I29-4S|. When 
the structure to prevent miscegeny breaks 
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Vbole cUbonte edifice of social Older that 
built up has collapsed. The Kaliyuga 
of the future is just such a time when women 
of the high castes and men of the low castes 
win regress from their duties. The Bhagavad 
Gha, the nonnative text pur emflmcr of the 
Hindus, outlines the collapse of the soaal 
and moral order wheii there are leakages in 
the closed structure of marriages. Iwmilies 
are broken, rites are forgotten, women are 
defiled and from this corruption comes the 
mixing of castes [Gita 1:4t-44}. Thus while 
advocating conformity all the detailing of 
norms for women in the brahmanical texts 
are a powerful admission of the power of 
non<onformist women, or all women who 
have the power to non<onform, to break the 
entire structure of Hindu orthodoxy. For, 
when women are corrupted all is lost, in the 
brahmanical texts it is evident that the up¬ 
per caste woman is the object of moral 
panic Through the recalcitrance of women 
the established property and starus order can 
be subverted. To prevent such a contingen¬ 
cy women's sexual subordiruuion was institu¬ 
tionalised in the brahmankal law ccxies and 
enforced by the power of the state At the 
same time women's co-operatioit in the 
system was secured by various means: 
ideology, economic dependency on the male 
head of the family^ class privileges and 
veneration bestowed upon conforming and 
dependent woitren of the upper classes, and 
finally the use of force when required. 

I 

The process of caste; class and gender 
stratification, the three elements in the 
establishment of the social order in India 
shaping the formation of brahmanical 
patriarchy,' took a considerable period of 
time to evolve into its complex structure. 
Going by existing archaeological studies, 
which do not lend themseives easily to ques¬ 
tions of stratification, none of the elements 
of stratification outliiied above can be ctear- 
ly traced in the evidence available to us. 
There are; however, some indications that in 
prehistoric cultures women’s role in produc¬ 
tion and in reproduction was regarded as 
valuable, in a recent study of cave paintings 
at Bhimbctka (circa SOCiOBC) it has been 
argued that women were engaged in gather¬ 
ing fruit and other wild produce and in hun¬ 
ting small gatiK using baskets and small 
nets. They combined their roles as mothers 
with their activities as gatherers during this 
hunting-gathering stage of society. The pain¬ 
tings include those of a woman with a basket 
slung across her shoulders with two children 
in it and she also carries an animal on her 
head; women carrying baskets and nets often 
depicted as pregnant; a woman dragging a 
deer by its antlers; and women engaged in 
catching fish (Roy I9g7: 3-4|. in group hun- 
tiiv scenes too the paintings include women. 
From the elaborate head-dress that they wear 
it is possible to argue that their presence in 
the hunt might indicate both a symbolic and 
an actual partkipalion in ensuring the suc¬ 
cess of the hunt. 


Evidence, from the cave pafatthigs in cen¬ 
tral India thus suggests that in the hunting¬ 
gathering stage there was no rigid sexual 
division of labour as has sometimes been 
postulated, i c; men hunt and women gather. 
In theeaxof central India in the mesolithic 
period, it is likely that women participated 
in the hunt apart from the ail important task 
of gathering which in ariy case accounted for 
the major source of food in tropical climates. 
The role of women in the economy was thus 
equal if not more than that of men. Based 
on modern anthropological data on tribal 
societies it has been postulated that the most 
egalitarian societies are to be found among 
hunting-gathering tribes which are charac¬ 
terised by interdependency (Lerner 1986; 29). 
The relative status of men and women can 
at the most be characterised as 'separate but 
equal'. 

What is of major significance to this essay 
is that the important role of women in the 
hunting-gathwing economy, which was 
highly valued, was enhanced by the impor- 
uuice attached to the reproductive role of 
women. Pregnant women, women in their 
nurturing roles as mothers, and women por- 
truyed in the act of childbirth are sometimes 
depicted in the paintings and the last has 
bem identirwd as the figure of a mother 
goddess. Similar evidence from other pre¬ 
historic cultures in the Mesopotamian region 
has been used to suggest tiw prevalence of 
a pervasive veneration of the mother god¬ 
dess. It has also been argued that the first 
form of religious expression for men and 
vromen is the psychological bond between 
mother and child, and that the 'life giving 
mother' appeared to have power over ‘life 
and death'; thus men and women, observing 
this dramatic and mysterious power of the 
female turned to the veneration of the 
mother goddess (Lerner 1986: 39|. 

Female reproductive power in such a 
hunting-gathering society is regarded as 
valuable because the very survival of the 
community is dependent upon it. Piehisioric 
painlings at Kathotia, Bhimbetka and Khar- 
. wai treat female sexuality as one aspect of 
female existence. Thus women as 
reproducers ate as evident as women's pro¬ 
ductive activities in the hunting-gathering 
economy (Roy 1987; 7]. Society in this phase 
has been characterise by one scholar as 
'matristic'—one in which women were not 
subjected to the authority of men. or of 
other women (Neumaycr 1983: 21]. There 
would be little need in such a society for the 
sexuaf control of women by men. 

Evidence from the Harappan civilisation 
has noi been analysed from the gender point 
of view but there is some indication of the 
emergence of social stratirication, with a 
class of people who laboured and others 
who wielded power and occupied the citadels 
in the structures that have been excavated. 
An understanding of how this society was 
organised internally in terms of its economy 
and polity is still inconclusive as the ar¬ 
chaeological data is not yet complemented 
by written evidence. It is thus not possible 
to use the evidence available to us on Harap- 


pa in «ny deflnhiwe manner oil any aspect 
includiiv on questions of gender. However 
the existence of numerous mother goddess 
icons and the bronze statue of the dancing 
girl could be interpreted as the continued im¬ 
portance of women’s special relationship 
with reproduction, and may also be seen as 
an acceptance of their sexuality. The 
evidence is not enough to indicate whether 
the sexuality was already under some kind 
of control, whether Iqr men or by certain 
categories of women. Better interpretation 
and analysis of evidence from Mesopotamia 
is possible as the numerous clay inscriptioru 
have been deciphered. Lerncr’s stimulating 
study of the creation of patriarchy would 
suggest that some form of community or 
clan control over women and their sexuali¬ 
ty were aspects of social organisation in the 
archaic state and may have existed in the 
Harappan culture toa 

In contrast to the Harappan culture the 
Jtig Hxtic period is characterised by the lack 
of information on nuterial culture in general 
but particularly on anything that may have 
had a bearing on women. The Big Veda itself 
however does throw some light on the 
ideology of the early Aryans. Rig Vedic 
Society witnessed a continuing struggle bet¬ 
ween the Aryans and the ‘indigenous’ tribes 
who were viewed with particular hostility by 
the Aryans for their dark skins, and their 
racial ’inferiority'. As the Aryans succeeded 
in establishing their control over certain 
areas most of the men either Red or were 
killed; the conquerors then enslaved the 
women of the subjugated peoples. Thus the 
first large group to be enslaved in early 
Indian history were women as there are more 
frequent references to 'dasis' than to 'dases' 
(Chakravarti I98S: S6J; the evidence of the 
Rig Veda is in consonance with lerner's 
argument that all early conquering tribes 
killed the defeated men and enslaved the 
women, at least in the first stage of conquest 
(Lerner 1986: 78ff]. For our purpose the Rig 
Vedic evidence is extremely significant as it 
reflects an essential stratification within 
women, between women of the conquering 
tribes and women of the subjugated people. 
Their roles and their place in society were 
very different. The Rig Veda for example 
describes the Aryan women as ruling over 
bipeds and quadrupeds, i e, slaves and cat¬ 
tle (Kig Vedai IX 85.43]. While the dasis' or 
the enslaved women's labour and sexuality 
were to be used, this was under the overall 
control of the men of the conquering clans. 
References to dasas as object of ‘dana’ (gifts) 
make it evident that the recipients are always 
men; often the rajanya, as the captors, gift 
them to priests. The possession of women 
slaves was clearly a major element in the 
primitive accumulation of wealth. 

Many of the myths of the Rig Veda reflect 
an explicit relationship of women with sex¬ 
uality. Frequently this is an aspect which is 
specially associated with demoniac women 
or with apsaras. While demoniac women are 
a threat to men and to their rituals, the ap¬ 
saras are free from male control and even 
set stringent conditions for any long-term 
cohabitation with men. For other Aryan 
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women, tlw patriuchal Aunily had esiabiish- 
ed a certtin degree of control over women. 
Their poeition in the pastoral economy, with 
the household playing an important part in 
production, ensured the recognition of their 
presence in society especially in the perfor¬ 
mance of rituals. But the custom of Niyoga 
which was the privily of affinal male 
kinsmen indicates that control over female 
sexuality was firmly established. Niyoga 
combines the utilisation of the reproductive 
potential of women but under rules laid 
down by men to further cultural norms 
which privilege them. And it is noteworthy 
that while there is no special value attached 
to chastity, the example of the maiden who 
abandon^ her child (indicating definite 
notions of legitimate reproduction) reiterates 
that patriarchal control over women was in¬ 
stitutionalised (Xig Vtda IV.I9.9: IV.30.16]. 

The post-Vedk literature reflects a two¬ 
fold development of ideology. While Aryan 
women were being marginalised in terms of 
their original roles in the sacrifice their roles 
in the productive system were also chang¬ 
ing. The increasing dependence on 
agriculture as the major source of food 
shifted the scene of food production outside 
the households to the fields; the labour of 
the subjugated peoples including dasis was 
extracted to work the land and this enabled 
the Aryan woman's labour to be restricted 
to the household. Thereafter the participa¬ 
tion of a certain class of women in 'produc¬ 
tion’ that was valued ceased. Such women 
from then onward were associated only with 
reproduction. Whether these developments 
took place with the compliance of Aryan 
women or not (the dasis of course would 
have had no active part to play in the crea¬ 
tion of such a system), a degree of tension 
between men and women may be discerned 
even in the Rig VedK literature where the 
reialionship between the gods and goddesses 
is often depicted as hostile. There are 
references also to suggest that women must 
be rendered powerless by ensuring that they 
do not gain in strength and are obedient to 
men and follow them {Roy 1987: 23-30]. 

The need for monitoring women’s sexuali¬ 
ty is also evident. It appears that women's 
sexuality is viewed as a tbmt, particularly 
in relation to the sacrifice Thus Dirghajivi, 
a demoness whose sexual appetite is 
represented as ghoulish, is descrit^ as be¬ 
ing tamed by a handsome man Sumitra who 
thus neutralises the danger that she presents 
to the sacrifice [Roy 31; O’Flaherty 1984: 
101-03). The earliest references to the need 
to specially guard wives is also evident dur¬ 
ing this period. The Soiapalha Bnkmana 
.expresses the fear that the wife might go to 
other men (SB! 3.1.21). Most significantly 
there is a very embryonic not icHi of ultimate 
control over women’s sexual behaviour be¬ 
ing asserted by the king. The Sataptuha 
Bmhmana [II.S.20] states that the divine 'ra¬ 
ja' Varuna seizes the woman who has 
adulterous intercourse with men other than 
her husband. Read along with another state¬ 
ment in the same text |XI.4.3.lff] which 
alludes to kingdom bdng obtained by 
depriving the goddess Sri of all her qualities 


(I c. oy n:..'iv'ina women powerless, by 
appropriating ai! the sources of their 
strength) it appears that kingship or the slate 
was already associated with the control of 
women a^ was an instrument through 
which their subjugation was achieved. 

II 

The shift to an agricultural economy and 
the second urbanisation (800BC- 600BC) 
was marked by the emergence of caste and 
class divisions. The brahmana was a force 
to reckon with and patrilineal succession was 
fairly well establisl^ within the larger con¬ 
text of a defined family structure distinct 
from the earlier structure. Some of these 
elements are captured in the Buddhist origin 
myth where the institution of caste, private 
property, the family, and the archaic state 
are represented as emerging simultaneously 
from an earlier stage of primitive existence 
[Digka Nikaya III gOffj. Thesf changes, i c, 
the emergence of a fairly stratified society 
and the collapse of tribal economy and poli¬ 
ty in the post-Vedic period, especially with 
the establishment of private control over 
land [Chakravarti IW7: 23ff}. held and 
transmitted within a patrilineal system, ac¬ 
companied by the beginning also of patri¬ 
lineal succession to kingship, and the preser¬ 
vation of caste purity meant that the sexual 
behaviour of certain categories of women 
needed to be closely guarded. Wives in par¬ 
ticular required to be under male control and 
this view finds expikit mention in a later 
text, the Apastamba Dharma Sulm (circa 6th 
century BC), whkh rules that a husband 
should ensure that no other man goes near 
his wife lest his seed get into her [11.6.13.7). 

It is at this point that a sharp distinction 
required to be made between motherhood 
and female sexuality with the latter being 
channelised only into legitimatr motherhood 
within a tightly controlled structure of 
reproduction which ensured caste purity (by 
mating only with prescribed partners) and 
patrilineal succession (by restricting mating 
only with one man). From then on female 
sexuality had to be 'managed' and therefore 
a crucial question for us to pursue is "in 
whose hands does the management of 
female sexuality come to reside; further do 
women partkipate in this process of mana¬ 
gement?" 

This was the general context in which 
women’s V»sential nature' came to be iden¬ 
tified with their sexuality although it was not 
directly or explicitly associated as such. At 
a general level the innate nature of women 
was represented as sinful. According to one 
text, women have been sinful right from the 
beginning when the creator first made the 
five gross elements, the three worlds, and he 
gave shape to men and women [Lesik 1989: 
248). Women are the edge of a mzor, poison, 
snakes, and Tire all rolled into one [Icsiie 
IINI9]. At the time of creation the original 
Manu allocaicd to women the habit of lying, 
sitting around and an indiscriminate love of 
ornaments, anger, meanness, treachery, and 
bad conduct [Manu, IX 17). As early as the 
Salapaiha Brahmana we arc told that a 


woman, a Sudra, a dog, and a crow are the ; 
embodiments of untruth, sin, and darkness 
IXIV.U.3I). The view that women’s innate 
nature was lascivious and evil was so per¬ 
vasive that it features even in Buddhist 
literature.' A Jaiaka story states that V 
women are a sex composed of wickedness " . 
and guile; womankind holds truth for 
falsehood and falsehood for truth. They att ' 
unuablc as the sand, and as cruel as the . 
snake \laiaka l;S3[. Says another lataka \ 
story, “Wrathful are women, slanderous in- 
grates, the sowers of dissensions and striftT 
Their passions arc insatiable as they act ac¬ 
cording to their inborn nature {Jaiaka 1:309). 

F.ven the Ramayana associates most 
women with being essentially weak and sin-, 
ful. According to Kausalya women do not 
care for a good family, good deeds, or 
wisdom, and their hearts are ever inconstant 
jll. 39.236-240). The sage Agastya states that 
it has been a woman’s nature ever since crea¬ 
tion began to cling to a man only when he 
prospers, and desert him in difficulty; their 
flekk natures are modelled on the flashes 
of lightning [111.3.6). Anasuya complains 
that normally women do not know right 
from wrong, and even though they are 
dependent on their husbands for protection 
they wander about with their hearts subject 
only to thdr own desires [11.117.26). All these 
examples are used by TTyambaka. the author 
of the Siridharmapaddhaii to stress the in¬ 
nate wkkedness of women in a general sense; 
but there are more specific forms of the 
innate impurity and sinfulness of women 
whkh come closer to the problem of seiuali-, 
ty. According to Tryambaka’s version of 
Manu’s ‘Stripumdharma’ (written for 
women in the I8tb century) women are in¬ 
nately promiscuous, fickle minded, lacking 
in love, and unfaithful to their husbands even 
when closely guarded. One reason for their 
innate impurity is represented as stemming 
from the fact that women became recipients 
of the guilt of brahmicide. alongwith the 
earth and trees, which was shifted upon 
them by Indra when he killed Vishwarupa 
and they thus became impure [Leslie: 2SI). 
Menstruation, according to this myth, was 
associated with women’s participation in 
brahmin murder. It is a mark of a woman’s 
innate impurity and at the same time her in¬ 
nate sexuality jO’Flaherty 1976: I33ff). 

The congenital fickleness of women’s 
nature is specially pertinent to the problem 
of dealing with the innately overflowing and 
unconiiollabk sexuality of women. Thus in 
the ancient texts it is repeatedly stated that 
they can never be trusted; further the 
Mahabharata states that they are difficult to 
control. The cunning tricks of the demons 
are known to be unique to women 
[Xlll.39.3|. In another text they are linked 
to kings and creeping vines in that they will 
embrace whatever is beside them. They are 
adulterous by nature and are permanently 
on the look-out for an opportunity to seduce 
men: according to a Jataka story “As greedy 
cows seek pasture a new, women unsaied 
yearn for male on mate" (Jataka l:ISS). 

The notion that the essential nu'ure of 
women is vested in theii sexuality is dealt 
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^wiih mmi ex|riicitiy by Muiu, iheimMl pro- 
iiiOiinent ideoloiuc of the brahmuiickl 
; lyHcm. After ruling that women must be 
sdoMly guarded dgy and night, regaidlets of 
their afc^ Manu telii ut why it ia that women 
; mat be guarded. Building up from the need. 
10 guard againH even the moM trifling Wil’ 
aatfona of women Manu arguei that fay care- 
. My guarding the wife (the moHimportam 
ca^ipiry of women as far as the brahmanp 
Manhipuee were concerne d ) a man peeeerues 
the phrity of hit offspring, his family, 
htaself, and hit meahs of aoipiiring merit 
pX.7). Devdoping his arguinem Mami tells 
us that after conception by hit wife; the 
husband becomes an embryo and is bom 
again of her; according to Menu that is the 
wifehood of a wife (IX.7-9]. inordertokaep 
hit offspring ‘pure* Menu enjoins the hus¬ 
band to carefully guard hit wife tett hit 
ftiture is denied to him. It is women’s nature 
which reouires them to be so thoroughly 
restrained. According to Manu their essen¬ 
tial nature win drive women into seeking 
satisfaction anywhere; anytime, and with 
anyone He sutes that 
Women do not care for beauty, nor is their 
attention fined on age; thinking it is enough 
that he it a man, they give themselves to the 
handsomie and to the ugly. 

Through their passion for men, through 
their mutable temper, through their natumi 
heartlesaness, they become disloyal towards 
their husbands, however carefully they may 
be guarded (Afenu lX.IS]. 

The moat revealing statement that Manu 
makes in the context of women’s essential 
nature points out: 

Knowing their disposition, which the lord of 
creatures laid on them at creation (i c; their 
reproductive power, their sexuality, their 
essential nature) every man should most 
strenuously exert himself to guard them 
(Momt iX.I6]. 

The crucial place occupied by the wife in the 
whole system of perpetuating the social 
order and in enabling men to gain immor¬ 
tality through their sons is explicitly ar- 
tkulated by Manu: 

The production of children, the nurture of 
those bom, and the daily life of men, of these 
matters the wife is visibly the capse. 
Offspring, the due performance of religious 
rites, faithful service and heavenly bliss for 
the ancestors and for oneself depend on the 
vrife alone (Afoitu X.26-27]. 

It was this recognition that men were depen¬ 
dent upon women to perpetuate the social 
and moral orddr of thrir making which led 
them to confront the problem of women’s 
seiualiiy. Reproductive power was the one 
power that women still held in the new 
structure of relations in which they were 
subordinated and one way of dealing with 
it was to simultaneously exaggerate and treat 
as terribly dangerous women’s ‘innate’ 
nature. Their uncontrolled sexuality was 
perceived as posing a thiem and the narrative 
and normative literature of ancient India is 
thus full of references to the wickedness of 
women and of tl.eir 'insatiable' lust. 

The story of Astavakra, narrated by 
Bhisma to Yudhistra, graphically illustrates 


tife dasiiweiKc aiM dandiiiiH hfei of woiaan 
which is cobsMaicd tobalhoir ‘tnicr natum 
A feaM aaccitc to whom Astavakra is sent 
in piepuaiion for marriage rapeatcdly ai- 
tempfg to seduce him tai spile of her advanc¬ 
ed agt She teNs Astavakra that for women 
iheie is no greamr deKglu nor mote destruc¬ 
tive urge tim set, that even very old women 
are consumed by seiual passim and that 
vwomen's sexual detiie can never be ove rc ome 
in all the three worltfe [MMeMaraM 
Xlll.20.39-«0'. 64-67; 2249; LesUe 1999: 
266). The Asatamanta Jataka reheiates the 
same message that even an old woman is a 
sexual hazard (AtAHlre I. no 61). 

This projeetkm of the fear of women's un¬ 
controlled sexuality was the backdrop lathe 
obsesiion with creating gn effective system 
of control and the need to guard them con¬ 
stantly; the moment the cmtrols are relax¬ 
ed, or caiuioi be effectively mounted, 
women’s inordinate sexual appetite will lead 
them to adulterous liaisons. 

A striking aspect of the obsessive need for 
control over women in the narrative lite¬ 
rature of the Buddhists is that it has a close 
link with women of the unrer strata, parti¬ 
cularly with the wives of kings and brah- 
maruu and occasionally with ‘gahapatis’ 
wim vrere among the dominant sections of 
society and were closely associated with 
land. 

In the Bandaiwmokkhm Jataka the king’s 
wife lays strict conditions qf (idelily upon 
her husband but heiseir dispbqm uncon¬ 
trollable lust when the king is away at the 
frontier fighting to put down disor^. Her 
extraordinary ai^ite leads her to seek 
satisfaction with a series of messengers, 64 
in all, who come to enquire about how she 
is faring in the king’s absence. Finally she 
attempts to seduce the royal chaplain who 
refutes her advances. Whoi the king returns 
she accuses the chaplain of having attemp¬ 
ted to seduce her and of beating her when 
she resists his advances. The king orders that 
the chaplain be beheaded, whmupon the 
chaplain tells the king (he truth and at the 
same time advises the king to fofgive the 
various errants, the messengers as well as the 
queen. Seeking pardon for the messengers 
the chaplain says “Men are not to blame for 
they were constrained by the queen!’ In the 
case of the queen the chaplain pleads “She 
is not to Marne for the passions of women 
are insatiate and she does but act according 
to her inborn nature” [Jataka II. 264). 

The innate wickedness of women is the 
subject of another story where the good hus¬ 
band (who is a prince who has fallen on 
troubled times) performs the most unimagi- 
nable sacrifices to save his wife from star¬ 
vation but wha at the first opportunity, 
abandons him for a common thief and at¬ 
tempts to murder the husband by pushing 
him down a precipice The prince however 
escapes and becomes the king; he then ex¬ 
poses the evil nature of his wife saying 
“women deserve to die, they have no truth”; 
thereafter the king rules death for both the 
sinners [Jataka II. 193). 

Similarly in the Radha Jataka, the 
unguarded wife of a brahmana takes 


adnunagboflicr busbandH abeenoeip carry 
on with all manner of men. Unfortunately 
fok her two parrots, who are lilw the sons 
of the brahmana, have been left behind to 
keep watch and report on her so her miscon¬ 
duct is communicated to the brahmana on 
his return. Between themselves the parrots 
observe that oife might icarry a woihhn 
about in Mm’s arms and yet she would not 
be safe’’. The elder of the two parrots then 
points out that only "wifely love can curb 
a woman’s lust” and it was wifely love that 
was lacking in the case of the brahman'a’s 
wife [Jataka I. 309). 

The representation of an inordinate.sex- 
uaiity in the case of women of the ruling 
clans, landhoMing groups, and the inicstly 
classes suggests that these categories are par¬ 
ticularly concerned with ‘impulse’ control. 
While legitimacy in terms of sucression ex¬ 
plains the references to women of the king’s 
family and the landholding groups the need 
to maintain caste purity explains the obscs- 
sioif with brahmana wives. 

An intemting facet of women’s ’innate’ 
nature Cstrisvabhava’) unlike the intwte 
lutures of other subordinate groups like the 
sudns was the representation of conflict bet¬ 
ween the inherent nature of women aitd ihcfr 
dharma. While the ‘innate’ nature of the 
lower castes thkt of rendering service to the 
twice-born, was in harmony with the dhar¬ 
ma prescribed for them by the btahmanical 
law-givers, strisvabhhva. women’s essential 
nature as sextui beings, was in conflict with 
their stridharma of fidelity to the husband: 
their strisvabhava wgs constantly enticing 
them away from their stridharma. Signi¬ 
ficantly sorttc myths explicitly suggest that 
a ‘demonittc’ strisvabhava v»s the maternal 
Ireritage of women whereas the stridhruma. 
the duty of women was their paterrtal 
heritage; given to them by the brahmatta 
priests (lislk 1989: 266). These referertces 
suggest that the original attitude of 
prehistoric societies to the reproductive 
power of women, where their sexuality was 
accepted as an inherent part of their being 
and had posed no problem had given way 
to a system tequi^g stringent confrois. 
Women’s sexuality thus had now become a 
problem; their essential natures, their mater¬ 
nal power, thus had to be organised arid 
ordered by paternal power in the emerging 
class-based societies to serve the npv social 
and politicai anangeroents organist by men 
of the dominant classes. 

women's general subordination was essen¬ 
tial in this stage because it wris only then that 
the mechtmism of control upon women’s 
sexuality could actually be effective: The 
mechanism of control opemted through 
three devices and at three different levels; the 
first was through ideology, through the 
stridharnta, or pativramdhrtraia, imernaiised 
Iqr women who attempted to live up to the 
ideal notion of womanhemd constructed by 
the ideologues of the society, in the case of 
Hindu society the design of the patriarchtd 
caste<lass structure was mapped out by the 
bnhmanas; pativrata the speciftc dharma of 
the Hirtdu wife then becarrte the ideology by 
which women accepted and even aspired to 
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chMlity a0d «HMy ItMl^ u th« Mghnt 
cxptcwkNi of their eeMiodd. 

T1ii> was the kw^ kvcl ofopenition and 
one that icquired to control ai chastity came 
to be viewed as the means of saivation and 
was themfoR seif-imposed, nitivrata, the 
kleelogicai ‘purdah’ of the Hindu women 
was itiMs the mask by which the hieraichiesi 
and inegaliurtan structure of the social 
Older was reproduced with the complicity of 
women. 

it may be aiBued tl(at the success of any 
system ties in the subtle working of its 
ideoiogy and in that sense the pativiau con¬ 
cept was the masterstroke of Hindu-Aryan 
genius. It was, in our view, one of the most 
succeuful idrotogies constructed by any 
patriarchal system, one in which women 
themselves controlled their own sexuality. 
The actual mechanisms and institutions of 
control over sromen’s sexuaUty, and the 
subordination of sromen, was thus comple¬ 
tely invisibilis^ and with it patriarchy was 
(irmly establislied,as an ideol^ since it sms 
‘naturalised*. 

That the stridharma, or the pativrata- 
dharma sms a rhetorical device fo ensure the 
social control of sromen, especially chastity, 
is now ssell accepted. As outlined by Manu 
and elaborated and repeated by IVyamlNika 
in the stridharmapaddhati the stridharma 
sms clearly an id^ogical mechanism for 
socially controlling the biological aspect of 
women. iMomen. as biological creatures, are 
representatives of a svild or untamed nature. 
But through the stridharma the biological 
sroman can be converted into woman as a 
social entity, in whom the biological has 
been tametf In contiust in the Kali age 
especially there is an inveraion of the system 
in which women lapse into unrestrained 
behaviour disregarding the stridharma and 
throwing off ail morals. The wicked and 
essential nature of women then must be 
subordinated and conquered by the virtue 
of the ideal wife Once the tension between 
‘naiure* and ^Iture’ is resolved women can 
emerge triumphant as paragons of virtue It 
is evident from Tlryambaka’s text that 
ultimate social control is achieved when the 
subordinated (here women) not only accept 
their condition but consider it a mark of 
distir^ion.‘ 

‘Much attention has been focused in recent 
years on the idcolopcal control upon women 
through the idealisation of chastity and wife¬ 
ly fidelity as the highest duty of women, 
reinforced through custom and ritual, and 
through constructions of notions of 
womanhood which epitomise wifely fideli¬ 
ty as in the case of Sita, Savitri, Anasuya. 
Arundhati and a host of other similar 
ngures in Indian mythology. We shall 
therefore not labour the point. However, 
Manu's diaum even here outlines the impor¬ 
tance of the ideological mechanism; in his 
view no man can completely guard a woman 
by force \Manu lX.lO] and therefore it is 
women who of tticir own accord keep guard 
over ihjonselves that are well guarded [Matiu 
Xi.13). Further Manu points out that a 
woman who ‘Vrontrolling her thoughts, 
speech, and acts violates not her duty toward 
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her lord, dwells with him alter death in 
heaven” and » called sadhvi, a chaste 
woman, a faithful wife, by the virtuous 
(Aftfitu IX.29). These internalised norms are 
the subject of much of the literature on 
wtrnien. 

A little known story where the focus on 
chastity is not explioit but latem, or even hid¬ 
den, indicates the value of such norma for 
women as it enables the control upon women 
to be invisibilised. The story pertains to an 
extraordinarily beautiful princess named 
Sambula who was the wife of the heir ap¬ 
parent. Unfortunately the prince coninMed 
leprosy and decided to renounce the throne 
and live as a hermit ascetic EveryotK let him 
depart including his father, and all the wives 
of the prince, since his open sores were 
becoming foul and rotten. However Sambula 
insisted on accompanying him wherever he 
might go to look after him. So they went 
together to the forest where the man built 
a leaf hut in a pleasant spot. 

Dedicating herself to the services of her 
husband Sambula rose early in the morn¬ 
ing to gather fruit and vegeubies for his 
food and bathe his wretched skin with cool 
water. One day while she was gatherii^ food 
deep in the forest she noticed a pleasant pool 
in a cave and bathed herself. As she step¬ 
ped out her radiance lit up the forest and 
an ogre noticed her. He immediately wantml 
her fm- himself but Sambula refused his ad¬ 
vances. The ogre then threatened to eat her. 
Sambula struggled against him and since her 
spiritual power was so great'fdue to the ac¬ 
cumulated merit of her good virtuous ac¬ 
tions) the god Sakka noticed her distress and 
came down to earth to help her. 

When she returned after her misadven¬ 
tures to her leprous husband she was greeted 
with suspicion; the husband would not 
believe her story and reminded her of the 
wiles of women. The desperate Sambula 
cried “Oh my husband, what can I do to 
convince you of my devotion to you and you 
alone.” Then a solution occurred to her and 
she decided to perform the ancient ritual 
called the ‘act of truth‘ in which a person 
of great virtue proclaims the basis of virtue 
and if the claim be tru^ the power of virtue 
will prove sufficient to work any miracle 
requested. So then she proclaim^ aloud. 
“Mgy I be protected by this truth; that I have 
never held anyone dearer than you. By this 
spoken truth, may your disease be cured.” 
To complete the ritual she poured water over 
the diseased skin of her husband and im¬ 
mediately his sores were washed away. 

Cured thus the husband returned to his 
kingdom and in due course was installed 
king while the old king retired to the forest. 
Uncaring of Sambula’s great sacrifice the 
newly installed king ignored her and spent 
more and more time with the younger girls 
in his entourage Sambula bore the insult in 
silence but her miseries caused her to grow 
thin and frail. One day the king came to the 
palace and noticing her sad state discovered 
her plight. He reprimanded his son saying 
“A good wife is hard to find, but you have 
a virtuous wife so treat her according to 
dharma!’ The husband apologised and pro¬ 


mised that he and the younger wives would 
render her the honour she deserved. Sam¬ 
bula and the king lived happily after that 
[Amore and Shinn I9SI: 3^36]. 

The Sambula story Is an interesting 
variant of the Sita legend in the Ramayana. 
There are parallels as well as points of depar¬ 
ture. Both women accompany their hus¬ 
bands through their travails and both are the 
object of an ogress attention. Both have to 
prove themselves, as their chastity is susp>Ki 
but here the parallel ends. The underlying 
assumptions however are essentially the 
same as both stories deal with the theme of 
suspicion about the wife if she is away from 
the husband for any length of time Both are 
guarded and protected by their chastity and 
virtue and by their own internalised norms 
of true vromanhood as lying in devotion to 
the husband alone. 

By and large most vromcn conformed to 
these internalised norms, or at least aspired 
to them in theory if not in actual practice 
But in situations where the ideological level 
of the control over vromen was unsuccessful 
law and customs, as prescribed by the 
bmlunanical social code were evoked to keep 
women (irmly under the conind of the 
patriarchal kinship network. The right to 
control a wtrnian's total existence especial¬ 
ly regulating her impulses vested firmly in 
(he male members of her family, first in her 
natal household and then in hm conjugal 
household. This is a position stated most ef¬ 
fectively by Manu but reiterated by all the 
major brahmanical codes. Manu’s dictum, 
‘‘day and night vromen must be kept in 
dependence (and guarded) by the males of 
ihrir families” is an cx|dicit statement of the 
need for stringent control upon women to 
safeguard them and save them from their * 10 - 
rute* addiction to sensual enjoyment. He 
rules further that if they ate not guarded they 
bring sorrow to two families, the one into 
which a vroman is born and the one into 
which she is given [Manu IX.2-S|. 

Special responsibility is guarding women 
is laid upon the husband who is represented 
as most vulnerable to the loss of his progeny 
through (he infidelity of vromen. Consider¬ 
ing it (he highest duty of (he husband (and 
here he diaales explicitly for all castes) 
Manu enjoins that even ‘weak‘ men must 
strive to guard (heir wives [Manu IX.6]. 
Baudhayana also enjoins that the wives of 
men of all castes must be guarded more 
carefully than wealth [Baudhayana 
ll.2.3.34-3S|. Occupying a central place in 
the enforcement of controls upon the wife’s 
behaviour alongwith (he husband is the 
father-in-law whose authority keeps the 
daughter-in-law in check. According to 
Medal ithi‘s commentary on Manu‘s aiulysis 
of the six causes of the ruin of vromen are 
included associating with wicked people and 
sleeping at unusual hours; these are 
reprehensible acts as (hey erase the fear of 
ihe faihcr-in-iaw (Das 1962: I70|. 

The authority of (he male kinsmen is 
backed by the potential right to use coercion 
and physical chastisement of women who 
violate (he norms established for them. The 
fear of physical punishment may appear to 
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lie only a detoreni in ihe normtii« 
Iheraiuie but ihai it was actually used is dear 
from the narrative literature. In the 
Culapaduma Jataka the adulterous wife is 
described as a harlot by the husband who 
hrst expounds that women deserve to die, 
then recommends and executes the cutting 
off of the adulterous woman's nose and ears 
[Jauka 1.193). Similarly in the Gahapaii 
Jataka, the errant wife of a gahapati when 
caught by the husband is thrashed by him. 
He seizes her by the hair, knocks her down 
and threatens her "If you do this kind of 
thing again. I'll make you remember it" He 
also demanded damages from the adulterer 
saying “Damages please for injury done to 
the chattels under another man's watch and 
ward". The narrative concludes with the 
statement that following the physical 
chastisement the wife did not dare transgress 
even in thought [Jataka II. no 199). 

Another story in the Jataka combines 
humiliation with physical punishment to 
cure a woman of her evil ways. Describing 
a woman’s errant behaviour Ihe Kosiya 
Jataka tells us that the bad wife of a go^ 
brahmana spent her nights in gadding about, 
and feigning illness during the day. She did 
not do a stroke of work while the husband 
slaved all day to get her the luxuries that 
she demanded. The moment the brahnuuia's 
back was turned the women flew into the 
arms of her paramours. The brahmana was 
advised to assert his control over her. star¬ 
ting with giving her pickled cow dung to 
eat and then uking rope or a slick, and 
threatening the wife with either swallowing 
the dung or by working for her food. If she 
refused she was to be given a taste of the 
tope or stick and simultaneously the hus¬ 
band was to drag her by the hair while he 
pummelled her with his fists. The woman 
was thus brought to heel and became as 
good as formerly she had been wicked 
[Jataka 1.284). 

in alt the above-mentioned narratives 
whether physical punishment is actually used 
or not there is an explicit injunction to the 
effect that it is advisable to use violence to 
punish women, particularly wives, to make 
them conform to the requirements of wife¬ 
ly fidelity. 

The power to use violence vests in the hus¬ 
band and it is recommended as the means 
to ensure control over the wife’s sexuality, 
in particular, and in monitoring her 
behaviour more generally. But what if 
husbands do not succeed, even through the 
use of violence to bring women to heel? For 
such situations a third mechanism of con¬ 
trol was envisaged in the ancient Indian 
.patriarchal structure, with the king being 
vested with the authority to punish errant 
wives. The king functioned as the third level 
of control over women through whom the 
coercive power of the patriarchal state was 
articulated and used to chastise those wives 
who flouted the ideological norms for 
women and also subverted the control of 
male kinsmen. 

The patriarchal state of early India view¬ 
ed adultery as one of the major ‘crimes' in 
society. In the Buddhist literature only two 


functions are assodated wWi kinahip in ctr^ 
India: punishing those who commit crimes 
against the family, i c; adulterers, and those 
who commit crimm against property, i e, 
robbers. Even before the state emeiged we 
have evidence of the notion that control over 
women's sexuality is the concern of the com¬ 
munity of men ihgt constitutes the clan in 
whom ixrlitical authority is'vested. An inci¬ 
dent recorded in the yutaya /'/faiira describes 
how a woman, who had committed adultery, 
flees from Iwr husband who has bera 
authorised by the dan to kill her seeks 
shelter in the Buddhist Sangha to escape this 
punishment { Viaaya IV: 22S-26). 

After the emergence of Ihe slate the 
brahmanical normative literature and the 
semi-secular Artkasastra laid down 
punishments for violations of the sexual 
code which the king was expected to enforce, 
These texts reflect the more general anxiety 
about the husband's need for progeny to 
complete the religious requirements of men, 
and the need to ensure ‘legitimate’ succes- 
'sion to pass on property but there is also a 
concern about the maintenance of the 
hierarchical social order, based on caste; 
which must be reproduced without diluting 
the purity principle. The burden of 
reprodudng it lay upon women and adultery 
thus took on an added significance. Manu 
states this explicitly while discussing 
adultery. According to him, “By adultery is 
caused the mixture of castes among men; 
hence follows sin. which cuts up even the 
roots and causes the destruction of 
everything” (Mamr Vlli: 3S3). 

The king, who nere acts as an e«cutor of 
class power, is however only the uhimate 
agency by which women’s sexuality is con¬ 
trolled. To successfully establish this control 
there are a variety of ways in which women’s 
‘impulses' are to be curbed and these are 
outlined in the Artkasastia. The Arthasastra 
regulates the punishment enforced by malt 
kinsmen in inculcating modest behaviour, 
which is considered their piervHiative but 
must conform to the norms laid down by the 
state: Thus the text states that in incukming 
modest behaviour certain abuses are to be 
avoided. But while verbal restraint is to be 
exercised, the use of force itself is permit¬ 
ted. According to Kautilya one can strike the 
back of a woman three times with either a 
split bamboo cane, or a rope, or else by the 
hand. Similar treatment is prescribed for the 
wife who ‘enjoys’ herself outside the home 
[Artkasasin 3.3.7-10). 

Wives who. though prohibited, indulge in 
the .port of drink, or go by day to a show 
by women, or even go on a pleasure trip with 
other women are to pay fines ranging from 
three to six ‘panas’. The ‘offence’ is con¬ 
sidered much more serious when committed 
at night; the fine is then to be doubled. Most 
serious are those offences that relate to any 
form of interaction with men other than the 
husband. If women converse With men in a 
‘suspicious’ place they can be whipped in the 
centre of a village a Vhandala' instead 
of being merely let off with a whipping 
privately [Arthasastra 3. 3.27). Leaving the 


h^ of tiie hoibi^ a^ goiiig to cnrigli- 
hour is an offenoe; even kinsnien of the 
women are included amoag the homes of 
people women are forbidden to visit unless 
they are being iii-tiealed. Only in case the 
house of the kinsman has been the scene of 
death, illness, calamity, or a childbirth is a 
woman permitted to ^ there but even in 
such situations the visit must be made with 
the consent of the husband (3.4.I3-I5). 

Tlie Arthasastra clearly suggests that 
husbands were aided by the coercive power 
of the state in ensuring a Arm grip on the 
'impulscf control of women, and that 
through iu punitive measures on the fiee 
movements of women opportunity for viola¬ 
tions of the sexual cc^ were effectively 
minimised. There is thus very little discus¬ 
sion on adultery itself in the Arthasastra. 
However, sections outlining the duties of a 
king, or those that concern laws in the 
brahmanical legal literature dwell at length 
upon adultery, as well as upon the violation 
of the principle governing permitted unions 
between men and women. Violations in both 
cases are considered bad but what is con¬ 
sidered most reprehensible is the case of a 
high status woman involved with a lower 
caste man. Gautama lays down that a 
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woman who has connection with a lower 
caste man becomes an outcasie; if she com- 
mils adultery with a man of the lower caste 
the king shall cause her to be devoured by 
dogs in a public place (XXlIi: I4|. 

It is noteworthy that according to 
Gautama whereas the lower caste adulterer 
should be killed the woman is to be publicly 
humiliated and suffer a more ghastly death. 
Vhsistha on the other hand reverses the onus 
of the guilt somewhat and while the woman 
escapes the death penalty which the low 
caste man must face (he is to be thrown in- 
'o the fire) the king is enjoined to punish 
and humiliate her by shaving off her head, 
placing her naked on a donkey, and parading 
her along the lughway. According to Vasisiha 
following this punishment she is rid of her 
impurity |XXI: 1-2]. 

The case of a maiden violating the caste 
rules for sanctioned unions between men 
and women is considered less reprehensible, 
in Manu*s view the king may overlook the 
offence of a ‘maiden’ who makes advances 
to a man of a high caste (this was obviously 
a iwrmitied lapse) but in the case of a 
maiden who courts a man of a lower caste 
the king should force her to remain confin¬ 
ed in the house (Vlll: 36S|. The maiden’s 
crime is of less gravity than the wife’s, since 
there is no pativraiadharma that she has 
violated, but Manu reserves the highest 
punishment for the wife who though aware 
of the ‘greatness of her relatives’ (i e; of their 
high status) violates the duty that she owes 
to her lord, i e, her siridharma or her 
pativraiadharma. In such a situation Manu 
like Gautama rules that the king should 
cause her to be devoured by dogs in a place 
frequented by many (Vlll: 377]. In punishing 
such ‘deviant’ women the king was up¬ 
holding the existing structure of relations 
pertaining to land and the caste order. The 
purity of women ensured the purity of caste 
and thus of the social order itself. 

Much of the evidence cited in support of 
the role of the state in monitoring the im¬ 
pulses of women is in form the normative 
literature and therefore one cannot be cer¬ 
tain about its working and its effectiveness. 
However, if we go by the basic principle of 
Mimamsa philosophy that something can be 
prohibited only if its occurrence is possible 
then the role of the state becomes clear. 

Further a retcrence in the narrative lite¬ 
rature suggests that kings did regard them¬ 
selves as responsible for punishing wives 
who violated sexual norms. A Jataka story 
recounts that when a wife’s misbehaviour is 
Brought to the notice of the king he sends 
a message back to her stating that the wife 
must realise “that there are kings in the 
land”. He tells the messenger to say ‘‘she 
must dwell with her husband and if she does 
not let her have a care; the king will cause 
her to be seized and she shall die” [/aiaka, 
II: 214]. Even if the Jataka story is indicative 
only of the widespread social sanction for 
the king’s authority rather than as Firm 
evidence of the king’s actual enforcement of 
authority over women’s conduct, it is an im¬ 


portant substantiation of the overarching 
support of the stale for patriarchal control 
wer women. Patriarchy could thus be esta¬ 
blished firmly as an actuality and not merely 
as an ideology. The archaic stale was cleat 
ly both a class state and a patriarchal state; 
in the case of India there has 'oeen a close 
ccmnection between caste, class, and the state 
which together functioned as the structural 
framework of institutions within which 
gender relations were organised. 

To sum up, a preliminary analysis of 
Brahmanical patriaichy in early India reveals 
that the structure of social relations which 
shaped gender was reproduced by achieving 
the compliance of women. The compliance 
itself was produced through a combination 
of consent and coercion as we have tried to 
outline above While the elaborate rules of 
normative literature and descriptions in the 
narrative literature indicates the failure of 
brahmanic ideology to produce the real con¬ 
sent of women to brahmanical patriarchy 
(thereby requiring a recourse to coercion) tlw 
values of the caste system were apparently 
accepted by both men and women of the op- 
per castes. Women’s perpetuation of the 
caste system was achieved partly through 
their investment in a structure that reward¬ 
ed them even as it subordinated them at the 
same time. That they too subscribed to the 
ideology of the caste system is evident from 
an account in the Jatakas of two high caste 
women who ran to wash their eyes when they 
sighted two low caste untouchables [Jataka 
IV: No 391 j. All the anxiety displayed by the 
early texts to monitor the upper caste 
woman’s sexuality maintain her purity and 
thus of the caste would become somewhat 
unnecessary once women became complicit 
in the larger structure in which their own 
subordination was embedded. 

Nolen 

1 The attempt made in this paper to trace the 
workings of brahmanical patriarchy should 
not be seen as a single chronological develop¬ 
ment. The evidence relates to different 
regions and different groups of people 
located in specific material cultures. I am 
therefore not arguing for a monolithic 
development of patriarchy given the range 
of social lormations. 

2 Notions of the excessive sexuality of women 
were not unique to brahmanical literature 
and were widely prevalent in the Biildhist 
texts too, indicating the permeable boun¬ 
daries of the two textual traditions. 
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Technological Prejudice: Case of 

Irrigation 

V Santha Kumar 
R Kajagupalan 

This paper investigates the content of irrigation research conducted in independent India. The analysis bnngs 
to light the perception of the Indian irrigation establishment that their duty of providing irrigation is limited to 
the task of constructing dams and canals. 



THE primary objective of irrigation is to 
provide necessary moisture to the soil for 
plant growth. In addition it involves the 
draining away of excess water from the 
soil. In this way irrigation is man’s effort 
to acquire control over the soil-moisture 
regime. The efficiency of an irrigation 
scheme depends on its ability to provide 
the right quantity of water at the appro¬ 
priate time and place for the required 
crop. Irrigation supplements other sources 
such as rainfall. The demand for water 
resources varies spatially and temporally. 
Irrigation fills the gap between supply 
and demand of the water resources and 
this can be done through the following 
methods: 

(1) Adoption of appropriate agronomic 
practices. 

(2) Utilisation of local level water 
harvesting systems like tanks, ponds, lakes 
and small reservoirs. 

(.)) Conjunctive use of surface and 
ground water of micro-basins. 

(4) Medium or major storage or diver¬ 
sion schemes. 

(5) Augmentation from nearby basins. 

These alternatives are not mutually ex¬ 
clusive. Each alternative should be follow¬ 
ed by other measures to make the invest¬ 
ments effective. For example, in a com¬ 
mand area served by a major reservoir 
system, the conjunctive use of surface and 
ground water, needs to be practised for 
optimal utilisation of available resources. 
One can think of a number of combina¬ 
tions of the above-mentioned alternatives 
to cater to the requirements of a particular 
command area. However, the selection of 
the optimal technology for a particular 
command area has to be made on the 
basis of location-specific parameters. 

Both technical and non-iechnical para¬ 
meters have to be considered for the selec¬ 
tion of the appropriate mode of irrigation. 
Non-technicai parameters such as econo¬ 
mic, political and social considerations 
may play a substantial rcle in the selec¬ 
tion of projects. However, out concern 
here is the technical decision-making to 
choose the optimal alternative for pro¬ 
viding irrigation to a particular command 
area. The basic information, among 


others, for this decision-making is the 
spatial and temporal availability of water 
resources. This information has to be as 
comprehensive as possible and should 
cover all the micro-units of the proposed 
area. In addition to the data on the 
availability, the present and future de¬ 
mand for water resources in the propo.sed 
command area have also to be assessed. 
The developments in the land-use pattern 
of the command area have to he envisaged 
for predicting the future demand. Agro¬ 
nomic practices, topography, soil charac¬ 
teristics, possible changes in the agricul¬ 
tural practices, etc, have to be ascertain¬ 
ed for the realistic as.sessment of the water 
demand. 

Irrigation being a controlling process of 
the soil-moisture-crop system, the scale of 
the assessment of the supply-demand 
position should suit the varying nature of 
the command area. This means that, in 
an area where the physical features and 
the resource characteristics are more or 
less uniform in nature, the state-level or 
district-level data may be sufficient for 
planning irrigation schemes. On the other 
hand, where topography and other physi¬ 
cal features vary from place to place, the 
area has to be asses.sed to the level of 
micro-units. Based on the information of 
the availability and requirement of resour¬ 
ces, the rca.sibility of each alternaiise has 
to be tested. 

Any large irrigation project is an in¬ 
tervention in a natural system conststing 
of physical, biological and social com¬ 
ponents. It creates positive and negative 
changes in the system depending on the 
interaction among the different com¬ 
ponents and the degree of ‘disturbances’ 
created by the external intervention. The 
complexity of the physical system and the 
tech.iological intervention makes the 
following question of utmost relevance to 
the a.s.scssment of the body of knowledge 
in irrigation. Does the irrigation know¬ 
ledge help the engineers develop an inte¬ 
grated approach to the resources develop¬ 
ment schemes and to select appropriate 
technologies fer the development of land 
and water resources? The present study at¬ 
tempts to understand certain parameters 
of the tcchnology-developmeqt interface 


in the Held of irrigation as a response to 
this question. 

For the purpose described above, this 
paper analyses the research work done in 
irrigation by various institutions in India 
for the last three decades. The following 
questions seem to be relevant for studying 
the characteristics of the research work: 

An accurate a5.se$.sment of the available 
resources is a necessary pre-condition for 
the planning of water-resource develop¬ 
ment projects. Have the research stations 
given adequate importance to the accurate 
assessment of water resources? 

Ultimately all irrigation projects aim at 
increasing agricultural production. Proper 
distribution systems, reservoir operation 
policies, land management of the com¬ 
mand area and scientific crop planning are 
components of integrated irrigation 
management. To what extent are these 
aspects consideicd in the research work? 

Water-logging, alkalinity and reservoii 
sedimentation are some of the cnviion- 
mental problems of a number of major 
irrigation projects. How much of research 
has been done on these problems in search 
of remedial measures? 

Assessmlnt oi Resources 

The science of assessing the spatial and 
temporal distribution of water is known 
as hydrology. The parameters of hydro- 
logical investigations include the quanti¬ 
ty and the quality of both the surface and 
ground water resources. These studies can 
help determine the quantity of water 
which can be made available through the 
implementation of a particular develop¬ 
ment project. The rainfall and the corres¬ 
ponding discharge in rivers are the funda¬ 
mental data required for the proper design 
of river-based storage projects. Using 
hydrological methods, the availability of 
water in the command area can also be 
quantified to develop suitable projects and 
to prepare detailed programmes for the 
operation of reKrvoirs. 

In the early part of this century, the 
organised development of irrigation in 
India was mostly confined to the imple¬ 
mentation of major storage-based or diver¬ 
sion projects. Even the basic hydrological 
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inrormaiion for quaniifying the yield of 
such projects was inadequate The assess¬ 
ment was made based on empirical rules 
developed from the experience of some 
regions. The Central Board of Irrigation 
and Power, the co-ordinating body of 
research in the field of irrigation, urged 
the states to develop and analyse data 'as 
a check on existing formula’ in a resolu¬ 
tion in 1944 [Ij. The CHIP was aware of 
the unsatisfactory status of the hydro- 
logical studies as early as the 1930s. Since 
then the Board has been "constantly im¬ 
pressing upon the state governments the 
desirability of establishing more rainfall 
and river discharge stations and the need 


for more detailed observations for rainfall 
and allied data” |1]. However even by 
1952, the situation had not changed 
much. M $ Tirumala Iyengar, the presi¬ 
dent of the board, in his address to the 
22nd annual research session held in 1952, 
observed the following: 

Hydrological investigations and studies 
have not received at the hands of rescaich 
officers, the due consideration thoy 
deserve. Wc are still not very sure of the 
figures of the dependable yields of maxi¬ 
mum run-off from catchments that we 
calculate and adopt in our new reservoii 
schemes. I'hc importance of research into 
this may not be appreciated bv those who 


arc dealing with Himalayan rivers, but the 
rivers in the rest of India which are depen¬ 
dant for their flows on the vagaries of 
monsoons, present problems that can be 
solved by deeper icsearch into their hydro- 
logical behaviour |2|. 

The hydrological assessments were 
mainly used for the estimation of the 
reservoir capacity and for the design of 
storages. Rainfall data and the measure¬ 
ments of the river discharge are the 
parameters required for the estimation of 
storages. Reliable rainfall data has been 
available fur a sufficiently long period, 
thanks to the efforts of India meteorolo¬ 
gical department (IMD). IMI) has been 
collecting rainfall data for a considerably 
long period for general climatological and 
long-range forecasting purposes. However, 
the major obstacle to the proper hydrolo¬ 
gical assessment has been the inadequacy 
in the measurement of river discharges |3). 

The trend of hydrological investigations 
in India’s irrigation research establishment, 
as represented in the journal Irrigalion 
and Power, is shown in Figure I. Irriga¬ 
tion and Power, the official journal of the 
CHIP (started in 1944) publishes research 
papers from Indian irrigation research sta¬ 
tions. Until l%3 hydrology was not suf¬ 
ficiently represented in the journal except 
for the publication of a few general review 
papers. Since then its share has almost 
been stable at about lO per cent. In most 
of the Annual Research Sessions organised 
by the CBIP, serious concerns were ex¬ 
pressed on the prevailing low priority ac¬ 
corded to the hydrological studies by the 
state level rc.scarch stations|3). This 
lacuna has forced engineers to prepare 
plans for many major projects without 
sufficient and reliable data on the availa¬ 
bility of water rcsources|4). In the 
editorial in Irrigation and Power, publish¬ 
ed in January 1956, the following com¬ 
ment was made on the inadequacy of the 
assessment of resources for planning new 
irrigation projects: “(Designers) have been 
greatly handicapped in our past projects 
through the lack of correct and reliable 
hydrological data over a sufficiently large 
number of years and have had to resort 
to all suits of guesses and empirical rules 
which car. be quite wide off the mark” [S]. 
In 1955 the board noted that the imple¬ 
mentation of its recommendation, made 
at the annual research session in 1944, in 
the matter of collecting hydrolc^ical data, 
was not making satisfactory progress (6]. 

Based on the brief annual r^rts of the 
research stations that appear in Irrigation 
and Piwer bar charts have been drawn to 
show how, over the years, the various 
research stations have engaged themselves 
in doing research work. From the bar 
chan in Figure 2, one can identify the 
research stations which have been engaged 
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in hydrological investigations for a suffi¬ 
ciently long period. Right from the 1960s. 
three research centres, namely, the Cen¬ 
tral Water and Power Research Station 
<CWPRS), the River Research Institute 
(RRI) of Calcutta and the irrigation. 
Land Reclamation and Drainage Research 
Institute (ILDRI) of Punjab |which was 
later re-named as Irrigation and Power 
Research Institute (IPRI)|, have been 
doing reseaich in hydrology and related 
aspects. RRI has been doing major studies 
on river and csiaurine hydrology. ILDRI 
has initialed hydrological studies of water¬ 
logging created by new projects. There 
have been occasional attempts by other 
research stations on problems like flood- 
frequency analysis, evaporation studies 
and discharge measurements, etc Most of 
the other state-level re.search stations have 
not attempted much work on hydrology. 
It should be noted that the rainfall data 
collected by the Meteorological Depart¬ 
ment, have to be analysed thoroughly for 
the planning of irrigation projects. How¬ 
ever few of the research stations had paid 
sufficient attention to this assignment till 
the early 60s. Figure 3 shows that hydro¬ 
logy papers form a small proportion of 
all papers presented at the annual research 
sessions of CHIP. The percentage of 
hydrology papers has been consistently 
lower than 10 per cent except for one or 
two years. There has been no increase in 
the number of hydrology papers even in 
the early 80s. 

The 1960s were observed worldwide as 
the International Hydrological Decade on 
the recommendation of the UNI-.SC'O, 
“aiming at the identification of gaps in 
knowledge of hydrology and the establish¬ 
ment of basic networks"(7). A large 
number of meetings were organised on 
subjects related to hydrology. Even during 


that period, it was felt that the hydro- 
logical research in India had been ex¬ 
tremely inadequate. N G K Murthy, the 
president of CBIP in 1968, described the 
dismal stale of hydrological studies in 
India in the following words; 

The job of assessment of surface water 
resources is unspectacular that it attracts 
the first attention of any economy cut, and 
which in turn is not preferred by ihc 
engincering profession compared to con 
struction and design avenues of employ¬ 
ment. With regard to ground water 
resources, we arc worse off compared to 
the surface water rcsources|8|. 

In 1969, the board approved the recom¬ 
mendation of its research advi.scr to set 
up a National institute of Hydrology at 
Koorkce with the objective of undertaking 
research on an “All-India basis relating to 
the asscssnieiii of surface and sub-surface 
water resources”, so that “integrated 
utili.sation thereof could be achieved to 
obtain benefits|9j. Since hydrological 
studies depend to a great extent on 
location-specific parameters, no single in¬ 
stitute can conduct these invesiigaiion.s for 
the whole country. However, it can 
develop new methodologies which can be 
used by the research stations for conduc¬ 
ting investigations in their own regions. 

Following a nationwide survey for the 
assessment of irrigation and hydro-power 
resomccs, CBIP recommended in 1956 
that each state should establish a Water 
Resource Investigation Unit with the ob¬ 
jectives of identifying possible project 
sites, preparing reports on the utilisable 
water resources in each major river basin, 
assessing the requirement of irrigation, 
recommending the priorities among 
various projects and for initiating hydro- 
logical investigations! 10). Consequently ir¬ 
rigation departments have been putting in 


a greater effort towards the collection and 
compilation of the rainfall and discharge 
in major river basins. This information is 
however just sufficient for the planning 
of river-based irrigation projects. For ex¬ 
ample, a typical river basin in Kerala has 
about six rainfall stations and four dis- 
chrage measuring stations in the river[l 11. 
Since the late sixties the state irrigation 
departments have been treating the Water 
Year Books (which carry data on rainfall 
and stream discharge of various river 
basins) as confidential information because 
of the inter-state water disputes. This 
hampers the formulation of a genuine 
(wiicy at the national level for the develop¬ 
ment and management of water resources. 
The Central Water Commission has made 
efforts to establish its own network for 
collecting data for national-level planning. 

The low priority given to hydrological 
studies has not changed much even in the 
early SOs. The reliability of the collected 
data has beer, questioned on many occa¬ 
sions. Pritam Singh, the president of the 
board in 1984, made the following state¬ 
ment in his annual address: 

We have not given adequate importance 
to the hydrological observations and their 
analysis. Gauge and discharge observa¬ 
tions and their use are a routine humdrum 
activity in which most engineers arc not 
interested. Because of this, in many ca.scs, 
the quality and the accuracy of hydrologi¬ 
cal observations leaves much to be 
desired! 12). 

Rot.l; OF HVDKOLOCtY IN IrRIOATIUN 

Hydrological assessments are necessary 
for the calculation of the capacity of 
reservoirs of irrigation projects. Even for 
that limited but important purpose, the 
research establishment has not given ade¬ 
quate attention until the early 70s. 
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Though the situation since then has im¬ 
proved marginally, work has been restric¬ 
ted to hydrological investigations for the 
planning of major and medium river- 
based irrigation projects. By and large the 
irrigation establishment has considered 
hydrology only as a tool for assessing 
lesources made available by the imple- 
mentation of surface-water based major 


or medium irrigation projects. However 
it should be noted that hydrology, as a 
discipline, has much greater potential lor 
the integrated managcmciii and develop 
ment of water resources. It can be used 
to assess the nature and the quantity o! 
the total water resources of a small water¬ 
shed or a region oi a river basin Similai ly 
hydrology is an efficient tool to assess the 


real physical impact of each development 
project or human intervention, whether 
small or big, in the distribution of water 
resources. Assevsmeni of the ground water 
system will help us properly plan the cx- 
iraciioii progninimes and suitable rcchaig- 
ing measuics. Agri-meieurological .studies 
are needed lot identifying the exact field 
level requirements of water which can be 
used for the effective distribution of 
naturally available or project-made 
resources. Using hydrology, the dynamics 
of the estuarine or the coastal system can 
be understood on a much more realistic 
basis, for the manageuieni of its water and 
biological resources. 

Hence hydiology need not be used as 
a mere tool for the planning of a parti¬ 
cular type of technology, hut it can be 
used as a science to understand the 
physical system in its detail to evolve alter¬ 
native measures, of varying .scale and 
technoloy, lot the development and 
management of land and water rcMsurces. 
For example, in an article which studies 
the hydrology tT small watersheds it is 
observed that “the hydrologic studies on 
small watersheds are needed to evaluate 
the response ol land with associated 
vegcialion and use to the precipitation. A 
complete inventory of hydrologic elements, 
rainfall, run oft, giouiid water, esapotraiis- 
piraiion, soil moisture, etc, in a watershed 
is an essential retiuircmcni for an analysis 
of the watershed hchaviour'’|l3|. Such an 
asscssiiient cun help the plannci in 
deciding ihe iiuiuic iit the required land 
and water cunseivalion measures, water 
resources deselopineiii projects, and water 
disiribuiioii and management program¬ 
mes of a small watershed. A similar study 
is necessary even lor a bigger basin. 

Most ol the hydrological studies con¬ 
ducted by Ihe iriigaiion departments are 
based on the input output model or ‘black 
box modelling,’ ii, which the precipitation 
and the liver discharge arc the only 
parameieis considered for the analysis. In 
this model llic rainfall data and the river 
discharge are collected for a particular 
period of time and correlations are obtain¬ 
ed to estimate the dependable yield from 
the catchment. A typical study coasiders 
Ihe following variables for the correlation: 
monthly rainfall and direct ruii-uffjl4, IS|. 
The coirclaiuui obtained is used for 
the estimation ol annual yield from ap¬ 
parently similar river basins|ll|. This 
model is sufficient and necessary for the 
prediction ol river behaviour or for the 
planning of river-hased major or medium 
P'ojects. However, this method can alo be 
used fui smallci aicas to get a more detail 
cd picture ol the hydrologic behaviour of 
the region. By and large, the studies in the 
states are coiinncd to the prediction of the 
river behaviour using which river-based 
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diversion or storage schemes can be 
planned for the irrigation purposes. 
However, this model is quite inadequate 
I'or the understanding of the complete 
river basin or for the planning of a series 
of technological alternatives bv which the 
spaiial and temporal distribution ol water 
resources can be changed beneficially. 

In the late 70s. the board had been 
aware of the necessity of hydrological in¬ 
puts for the planning fiTr optimal utilisa¬ 
tion ol water resources on a regional and 
sub-regiMiial basis[l6. I7|. The board 


realise rl that “the hydrological data now 
being collected needs to be interpreted on 
the basis of the information on the effect 
of man on environment such as removal 
of trees, development of towns, construc¬ 
tion of reservoirs and the application of 
different agricultural practices on the 
storage, movement and quality of 
water"ll8l. It also fell the urgent need to 
develop rational techniques and metho¬ 
dology and understood the inter-disci¬ 
plinary nature of such studies. Of late, 
papers have been appearing in journals 


regarding the behaviour of watersheds, 
and the methods for the deutled hydro- 
logtcal assessment. However, most of 
these studies originate from soil conser¬ 
vation institutes and other technical in¬ 
stitutions while irrigation research stations 
continue to neglect this vital aspect of 
hydrological research. 

In summary, we can say that the Indian 
irrigation establishment has been using 
hydrology only as a tool for assessing the 
resources which can be made available by 
the implementation of major and medium 
irrigation projects. Even for that purpose, 
the research stations have not given ade¬ 
quate attention until recently. However, 
the concept of using hydrology as a 
science to understand the physical system 
in order to evolve feasible technological 
alternatives for the development and 
management of the resources has not been 
widely acknowledged by the research 
establishment attached to the irrigation 
departments. 

Manacikmeni and Distribution 
ASPE tTS OF iRRICAl ION 

Management and distribution aspects 
of irrigation include the followins stages 
which are related to the planning, imple¬ 
mentation and the operation of irrigation 
systems. Firstly, the present and the future 
demand of the water resources in the pro¬ 
posed command area has to be assessed 
on a realistic basis for checking the ade¬ 
quacy of the available resources. Such an 
assessment is necessary for the calculation 
of storage capacity of the reservoirs of ir¬ 
rigation systems. Secondly, a continuous 
monitoring of the field level requirements 
is necessary to evolve a scientific schedul¬ 
ing for the operation of irrigation pro¬ 
jects. The third aspect is the necessity for 
proper funcTional and structural arrange¬ 
ments for efficient distribution of watet 
resources. Detailed soil surveys for the 
assessment of land resources, estimation 
of the requirements of irrigation water for 
various crops, scientific planning of the 
cropping pattern, planning and the con¬ 
struction of field level distribution 
systems, irrigation scheduling and the 
operation of leservoirs, field level maiuige 
men! of the water resources and the 
drainage of the excess water are the main 
acTivitics included in the management and 
distribution aspects of irrigation 
development. 

The number of papers on the manage¬ 
ment and distribution aspects published 
in Irrigation and Power during the study 
period is plotted in Figure 4. It is evident 
that these aspects of irrigation engineering 
have received low priority. In the SOs there 
were a few occasional papers or discus 
sions regarding some specific topics like 
evaporation losses and spray irrigation. 


590 


und Politu'»l UWIriw 


9 •««««> 




(AUVTTA 

CtfPIS 

HTOIMiAO 

UP 

PUNJAt 

SOL.HAORAS 

HAOiAS 

SIHAA 

HIAAKUO 

nrsMC 

REfMLA 

HASIX 

■AROOA 


FiCUKE 9: Yeabwise Enoaoeme nt op Irrioation rfsfakch Stations in Hvoraulics 








E 


ZZi CZIZU 


^^ZZZZZZZZZZZZZZZZZl 








V///////////.■■//////.777 


ZS 


T7Zy7/J/7/ /, V>y>'-. vvy. 




EZH O 


CZZZI 


t» *' / i ^ j 




r77;y7///7//:777/y. 


VK-J ’ ■ 

^ • y - 


ZZI3 


5S 


57 


59 




113 65 " 1*7 ' '69 ' 7 ^ 

yra( 


75 


HCillKi: lO: YFARWISfl ENOAOI-MENT OF IRRIGATION RrSI-M« li SIMIONS IN 
Son MI'C'iianic’s and Foundation tNiiiNi-i KiNi. 


CALCUITa 

CVPRS 

kyocraaao 

UP 

PUMJA6 

m HAORAS 

MADRAS 

AlHAR 

HlHAKUO 

MTSORC 

KlHAlA 

NASIK 

BAflODA 




From the annual reports of research sta¬ 
tions {Figure S), we Find that. IPRI. 
Punjab and UPIRI, Roorkee have been 
doing research on the above problems 
right from 1950. The CWPRS (including 
CWPC), the RRI. and the Engineering 
Research Institute of Baroda had started 
some studies in the 60s. The involvement 
of other stations like the Kerala Engineer¬ 
ing Research Institute and the research sta¬ 
tion in Mysore have been limited to a fcv' 
projects on water requirement of crops or 
studies for the reclamation of the unused 
areas. It is also evident from the papers 
presented in the special sessions relating 
to the management of irrigation water 
that papers were predominantly from five 
research stations namely, CWPRS, UPIRI 
and the irrigation research institutes of 
Punjab, Baroda and Madras. From Figure 
6 , it can be observed that until 1977, very 
few papers nave been presented at the an¬ 
nual resea'-ch sessions under this category. 


Yt-r.’f 

Since then, the papers relating to the plan¬ 
ning and the management of irrigation 
systems have letcivcd better representation 
in the research sessions. Most of the 
papers are, however, related to the mana¬ 
gement of irrigation water provided by the 
completed projects 

I'he irrigation departments have limited 
their task to the civil eiiginceiing asriccts 
of providing water at the tail-end of the 
major canal system. It is generally assum¬ 
ed that the farm level management and 
di.stribution of water are the responsi¬ 
bilities ol outsiders like agricultural 
engineers, agronomists and farmers. The 
irrigation engineers have been consider¬ 
ing the management of water as the judi 
cious use of irrigation supplies beyond the 
outlet. The conveyance of water from 
government outlets 10 the farmers' fields 
and the timely application of required 
water arc two aspects which requires at¬ 
tention beyond the outlet Howevei, the 


importance of the scientific operation (in¬ 
cluding .scheduling) of the major head 
works and canals had not been sufficient¬ 
ly undersiiKMl by the irrigation research 
establishment. 

bin IRIS 01 CBIP 

The CBIP has been initialing many ef¬ 
forts to make research stations pay mure 
attention on the management and distri¬ 
bution aspects, es|sccially in the context 
of completed projects. It has been insist¬ 
ing on the implementation of programmes 
like soil suivcys even fioiii 1947|I9, I). The 
board resolved iii that year that “scientific 
soil suivcys, both rccoiii'aissaiicc and in¬ 
tensive. should be eaiiied out for all ir¬ 
rigation ptojceis fioin the point of view 
of suitability of lands lot cultivation, 
aligiinieiii of iirigalioii channels, drainage 
and preveiiiioii of water-logging, alkalinity 
and oihvi cognate inalicrs|l9|. I hc board 
emphasised the need foi better planning 
of cropping paiicriis lor the effective 
utilisaiiun ol the ongoing projects|i). The 
need to avoid wastage of water in the 
canals, distributaries and the water 
courses was stiessed on many an 
occa.sion|20|. I'he loss was estimated to 
be 30 to 40 per cent of the created irriga¬ 
tion pniential|2l |. The board organised a 
symposium on the ‘Economic and Op¬ 
timum Utilisation of Irrigation Supplies’ 
in 1957. The board wa.s aware even then 
of the undcruiilisaliun of many major ir¬ 
rigation projects and idcniified the prime 
reason as "the absence of crop planning 
and soil classiricationl22]. In l%2 another 
symposium on 'Efficiency of Water 
Distribution and Use of l.and’ was 
organised. 

However, most of the irrigation depart¬ 
ments and research stations were not in¬ 
fluenced sufficiently by the efforts of the 
board. In the words of Desraj Mehta, the 
president of CBli' in I9SS: 

I'l,cv Ignore, except in a general way, the pui- 
|t«>sc lor which these sirueturev are creeled, 
f hey do mil spend enough lime lo know how 
nitich water iv needed for diftcreni crops and 
al whai itilrrvalv. I’erhapv these details arc 
vonviderrd tailing in Ihc domain of ihc 
Agriiiillutiil Deparlmcnt. ll o very necessary 
lhal *lhe iirigaliun engineer knows these 
iliiiigv since thev al'leci Ihc si/e and location 
»l his channels, legulaling siruclurcs, 
ineasuiing devices, pumping sialions. storage 
dams, eic. I regici to say lhal research on this 
siihiect IS luii keeping pace with ihc rapid 
Jcseliipmenl ol iisc-i salley prujcvls|(>|. 

To overcome this problem, tt was sug¬ 
gested that better co-ordination of iniga- 
lion and agriculture in laboratories and 
research farms and stations should be 
achicved|23|. A plea was made by the 
board in 1963 that adequate pre-irrigation 
soil surveys, drainage studies and classi¬ 
fication of land be taken as important pre- 
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lequisitet for according approval lo a 
scheme for niecuiion(24]. Until l%7, the 
board had organised seven symposia “to 
find ways and means for the best utilisa¬ 
tion of available irrigation supplies in 
keeping with the requirements of modern 
agricuUurc”I25|. l.sen alter such elToris ir¬ 
rigation engineers did not give much at¬ 
tention to the utilisation of resources 
generated by the irrigation projects. A N 
Khosla. a pioneer in the Held of irriga¬ 
tion research, observed in 1967 that one 
of the factors for the failure in utilising 
the fullest potential of the created irriga¬ 
tion projects was the lack of proper in¬ 
vestigations of water availability and of 
soils(2S|. 

In the late 70s and 8(K, Irrigation and 
Power has been publishing articles regar¬ 
ding the necessity and methodologies for 
the optimal utilisation of the created ir¬ 
rigation potential. Institutes doing research 
on the fundamental aspects have been 
working on methods like the scientific 
scheduling of the systems through the 
monitoring of variations in soil moisture 
in the field vis-a-vis the crop demands. 
The Indian irrigation establishment has 
always been worried about the gross 
underutilisation of many of their projects. 
Underutilisation has been a major impedi' 
ment for the irrigation establishment in 
gelling supporters among policy-makers 
for the creation of more and more new 
projects. 

By and large, the irrigation esiablish- 
menl has considered the management and 
distribution aspect as a post-project con¬ 
cern or activity. These aspects were not 
•considered crucial for the planning of 
suitable projects. D R tiadgil, the noted 
economist, in his inaugural speech on the 
symposium on ‘Irrigation Water Manage¬ 
ment* in 1967, opined that most of the 


Year 

discussimit had been in the context of an 
already developed irrigation system and 
the problem of the proper development of 
the irrigation system was not being 
considered[26]. As explained in the begin¬ 
ning of this section, a detailed a.ssessment 
of the demand of water resources and its 
spatial and temporal variability is essen¬ 
tial for identifying the proper mode of 
irrigation or the optimal mix of tech¬ 
nologies for the conservation, manage¬ 
ment and development of land and water 
resources. By considering the manage¬ 
ment and distribution aspects as a post¬ 
project activity, the role of these aspects 
in the selection of appropriate technology 
for the development of resources has been 
neglected. 

[•NS tRONMt NtAl iMPAO OE IRRIGATION 
PROjf-CTS 

large-scale irrigation projects arc being 
criticised for creating many hazardous en¬ 
vironmental impacts such as increase in 
waier-logged and saline lands, sedimen¬ 
tation in reservoirs, damage to forest 
areas, breeding of mosquitoes, depiction 
of fish population, displacement of wild 
life from the reservoir areas, etc. Even in 
the last phase of the 19th century, it was 
acknowledged that large tracts of land 
which was once fertile, deteriorated 
beca sc of the salinity and the water¬ 
logging created by the construction of big 
canals and the extensive use of irrigation 
water. It was observed that a short time 
after the commencement of canal irriga¬ 
tion in Punjab, water-logging and salinity 
appeared in the ct ul tracts|27,- 28). 

In the early 50s Irrigation and Power 
published a few articles on the control of 
malaria in relation to the irrigation pro¬ 
jects. I PHI. Punjab has been ••ngaged in 
vsearch on picventive measures for the 


problem of water-logging created by the 
new projects. Various methods of lining 
canals and the removal of excess water 
through tube wells and drainages have 
been projected as possible technical solu¬ 
tions for the problem of water-logging. 
However, most research stations have not 
paid much attention to this problem ex¬ 
cept to structural solutions like canal 
lining. 

W A Dexhiemer. I he president of the 
International Commission on Irrigation 
and Drainage observed in I9S7 that in 
India “the irrigation department was 
mostly concerned about the creation of 
irrigation supplies and the drainage asprct 
has received too little attention”[29]. The 
problem of water-logging has also been 
widely discussed among policy-makers. 
Jawaharlal Nehru, in his inaugural ad¬ 
dress to the 29th Annual Meeting of the 
board in 1958, said that it was far better 
to stop every irrigation work than allow 
waier-logging[30]. In 1958, a symposium 
was organi.sed to discuss the interrelation 
between irrigation and drainage. The .sym¬ 
posium recognised that plans for the ef¬ 
fective drainage of water should form an 
integral part of the project proposals|35]. 
However most of the stations have not 
considered this problem before recom¬ 
mending the execution of projects. Irriga¬ 
tion and Power published some papers in 
the 50s and the 60s on the problems 
related to water-logging and alkalinity. In 
some of the articles, the need for ai> in¬ 
tegrated approach to the solution of these 
problems was discussed. One of the review 
articles published in 1962 says “every soil 
has its own natural aptitude. Its capacity 
to bear and sustain plant life has definite 
and narrow limitations. In fact there is a 
soil-water-plant-animal complex which we 
must try to understand and follow“(33]. 

A special meeting organised for discuss¬ 
ing the problem of water-logging in 1972 
concluded that “accurate statistics on the 
extent and the rate of spread of the area 
are lacking... the relative contribution of 
each factor under different situations is 
to be quantified to provide sound basi.s 
for planning drainage schemes"[34|. In 
the discussions, it had been felt that water 
balance studies are needed for the assess¬ 
ment of the nature and magnitude of the 
problem of water-logging. This aspect 
again proves the necessity of detailed 
hydrological investigations of the river 
basin, to comprehend the probable changes 
than can occur due to the implementation 
of a particular project. From the papers 
presented in the symposium on water¬ 
logging in 1973, it is evident that about 
five research stations had been engaged 
in studies relating to these aspects in the 
late 60s and early 70s. However, most of 
these studies can be categorised as those 
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for finding oui remedial measures of the 
water-logging caused by projects which 
had already been implemented. Though 
the irrigation establishment has been 
awaiT of the linkage between irrigation 
schemes and water-logging, it appears that 
this awareness has not helped research sta¬ 
tions investigate the problem of water¬ 
logging at the initial stage, i e, prior to the 
execution of the project. 

The picture is somewhat different in the 
case of research on the sedimentation of 
the reservoirs. In the earlier periods of this 
century, engineers had .been using some 
empirical rules for the calculation of the 
rate of sediment flow from the catch¬ 
ments. The technical solution to the pro¬ 
blem was to provide dead storage in the 
reservoirs, which will be sufficient for 
storing the silt during the projected life of 
the reservoir. Even in the earlier periods, 
engineers had identified that in many 
reservoirs, the rate of siltation was much 
higher than that provided for in the dead 
storage. The studies for calculating the ac¬ 
tual rate of siltation have been included 
in the problems selected for the Co¬ 
ordinated Research Programme. In 1956, 
the board formed a sub-committee, con¬ 
sisting of K L Rao and K L Kafthpalia, to 
give recommendations regarding a uni¬ 
form procedure for conducting sill surveys 
of storage reservoirs. They had arrived at 
the conclusion that “it was not pos.sibie 
to lay down any basic principles for the 
operation of reservoirs with the view of 
keeping them free from silt|35]. 

It can be seen that mo.st of the solutions 
that engineers were seeking to combat the 
problem of sedimentation in reservoirs are 
dam-related strfutions, either by increasing 
dead .storage or by the changed operation 
of the sy.stem. However, the importance 
of land-u.se and the forest management of 
the catchment area has been realised only 
in the late 60s. In the technical discussion 
of the .36th annual research session of 
1966, it was recommended that “an exten¬ 
sive study on land-use management and 
forest use and its effect on sedimentation 
should be taken up in river valley catch¬ 
ments for estimating the principal para¬ 
meters affecting the reservoir sittation|36| 
Due to the increased research effort on 
sedimentation through the co-ordinated 
programme, (by which CBIP extends 
financial support to do research on selec¬ 
ted problems) the research stations have 
been able to come out with more realistic 
assessments of the siltation rate in many 
reservoirs. In 1970, the board stressed the 
need for watershed management of catch¬ 
ment areas of major reservoirs for the 
control of silting and suggested an inte¬ 
grated effort of all disciplines like plan¬ 
ning, forestry, agriculture and engineering. 
In the late 70s and 80s papers have been 


published on various aspects of watershed 
management, but most of them are from 
soil conservation institutes and agricul¬ 
tural research centres. There is little 
evidence to show that irrigation research 
stations have addressed this piobleni 
sufficiently. 

By and large, it can be observed that ir¬ 
rigation research establishment has given 
little attention at the planning stage to 
find out solutions for the probable en¬ 
vironmental (Problems of irrigation pro¬ 
jects. For some of the problems like ex¬ 
cessive sedimentation of reservoirs, they 
have been searching for structural solu¬ 
tions, which overlook the interrelation¬ 
ships of the overall natural system. It 
would seem that the irrigation research 
establishment is not sufficiently respond 
ing to the general awareness regarding the 
environmental problems associated with 
the irrigation projects. 

From the above discussions it is clear 
that the Indian irrigation research esta¬ 
blishment has given very low priority to 
the assessment of resources, the manage¬ 
ment and distribution aspects of the pro¬ 
jects and the studies on the environmen¬ 
tal impact of irrigation schemes. In this 
context, it would be interesting to study 
the kind of activities that many of our ir¬ 
rigation research stations have been 
engaged in for a long time. 

Figure 7 gives the number of papers 
relating to hydraulics and structural 
aspects in relation to the total number of 
papers published in Irriftaiion and Power. 
We see that, throughout the period of 
study, these two aspects account for 60 per 
cent or more of the total number of 
papers published in tlic journal. A perusal 
of the papers shows that many of these 
are concerned with specific components 
of head work or transportation structures 
and that there is a considerable degree of 
duplication of research effort. 

The status of the hydraulics and struc¬ 
tural aspects in irrigation research can also 
be seen from Figure 8 which shows the 
number of papers on these aspects pre¬ 
sented over the years at the annual 
research sc.ssions of CBIP. It can be seen 
that, until 1976, 7.5 to 80 per cent of the 
papers related to these aspcct.s. Ev n after 
that, its share has been well over 50 per 
cent. 

The bar charts in Figures 9,10, 11 show 
how, over the years, the various research 
stations have engaged themselves in 
hydraulics and structural aspects. From 
Figure 9, it is evident that almost all the 
research stations have been carrying out, 
more or less continuously, studies on 
hydraulics of headwork and canals. 
Similarly, investigations on various 
materials and methods of construction as 
tkell as research on .soil mechanics and 


foundation engineering have also been 
undertaken continuously by the research 
stations. 

It is clear that all the re.*iearch stations 
have concentrated most of their research 
effort in hydraulics and structural aspects, 
which together constitute the technology 
required for the construction of surface 
water based irrigation projects, mostly 
dams and canals. 

C'ONCl USION 

From the analysis of irrigation research 
in independent India, we can make the 
following observations. 

(1) I'hc irrigation research establishment 
has not given adequate importance to the 
asiicssmeni of existing water resources. 
Though the situation has changed during 
the last decade, the data collection system 
and other aspects of hydrologic research 
is exclusively, if not solely, related to the 
medium nr major river-based irrigation 
schemes. 

(2) Though the establishment has been 
aware of the need for proper distribution 
systems and management strategics for in¬ 
creasing the efficiency of irrigation 
systems, the re.scarch input into these 
aspects have not been adequate. The 
prituitics have changed only marginally 
during the last two decades. However the 
need for consideiing these aspects at the 
planning stage for the selection of suitable 
mode of irrigation and the scale of the 
projects has not been widely recognised 
by the irrigation establishment. 

(3) Though the departments have been 
aware of the problems of water-logging, 
reservpir sedimentation, etc, even in the 
earlier part of this century, their research 
in this ares has been limited to the search 
for structural solutions or those related to 
the rcTincd operation of the created struc¬ 
tures. The need for assessing the possi¬ 
bilities of environmental hazards at the 
planning stage and finding remedies 
through integrated management of related 
resources has not been wid ly recognised 
by the irrigation research establishment. 

(4) Most of the re.scarch conducted by 
the irrigation research stations is on the 
study of hydraulics and structural aspects, 
the necessary components for the con¬ 
struction of headworks and canals for 
major surface-water based irrigation 
systems. 

One can thus conclude that the assess¬ 
ment of the availability and the demand 
of the water resources has always received 
low priority in research in the field of ir- 
ligation. I'he massive growth of irrigation 
projects has taken place in this century in 
India without adequate assessment of the 
supply and demand of the resources. 
Moreover, these aspects have not been 
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considcfcd in the selection of appropriate 
mode and scale of irrigation. 

The research effort suits only the re¬ 
quirements of the construction of head 
works and canals of surface-water based 
major or medium irrigation projects. The 
analysis of the research base in the field 
of irrigation brings to light the inherent 
bias of the Indian irrigation establishment 
towards major irrigation projects, espe¬ 
cially the construction of large dams and 
canals. The selection of these projects, 
without an adequate assessment of the 
supply and demand of the resources im¬ 
plies a technological prejudice in Indiar 
irrigation establishment that the most im 
portant activity in providing irrigation is 
the creation of big dams and canals. 
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DISCUSSION 


i 

B P R VII MAI , :i bureaucrat known for 
intellectual '■ubtleiy. has provided intcrcMing 
glimpses of the status quo orientations of 
a niujoi power configutation in India in his 
piece, ‘Roots of Hindu Fundamentalism’ 
l-cbruary 20-27, 1993). Tempting 
secularists and progrcs.sives with appropriate 
'icahsm' about the gap between the claim 
ol religion and the morality of its followers, 
he makes-a saliant, and ingenuous, attempt 
to lead them towards a slippery incline 
camoiinaged with attractive academic 
foliage. 

i>. spile of the foliage, his thesis (p 338) 
lends i.self to a brief exposition. The cen¬ 
tral point is contained in a passage quoted 
here liom his article published in the EPW 
20 years ago under the pseudonym ’Najun 
Yanapi'. His approach—rather ’statecraft', if 
one wanted to capture its flavour—is 
characterised by a fixation with ’the Hindu 
view ot life', and a deep concern for what 
the ’tradition can sustain'. All else— 
economic growth, religious reform, social 
development, etc.—is secondary, lolerated 
onlv to a conveniently limited extent 
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Through a logic as ’in.vcrutablc' as the Hindu 
scriptures (his description), he arrives at the 
conclusion that if the proteciiv'c power of the 
Hindu view- of life is not to break down, 
policies should be geared to a “positive but 
modest rate of growth": ’’within the 0~ 3 per 
cent range of growth of per capita income 
which the tradition can sustain" (emphasis 
added). “This |1 - 3 per cent, ‘he Hindu rale 
of growth) is the range within which alone 
the Hindu view of life will hold!’ Ideally, the 
less the rale of growth in this range the bet¬ 
ter for this view of life, as interpreted by him. 
However, because of the strains on the tradi¬ 
tion on account of the industrial revolution, 
rapid technological growth and secular- 
democratic pressures, it is no longer possi¬ 
ble to support the 'general view' prevalent 
earlier that the “philosophy of ‘karma’ 
renders a man immune not merely to slow 
growth in his own prosperity but to stagna¬ 
tion and even decline*'. With this immunity 
gone, negative growth rate is to be avoided 
primarily because “it becomes difficult for 
people to be held down to kfrma alone". 
Karma needs to be supplemented, but by 
what? The answer is a slightly modified 
socio-religious ideology rooted in the Hindu 
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view of life Here too, the ‘reforms’ or im- 
provemenis should be related to his inter¬ 
pretation of the socio-religious reality; 
“Bhakthi culls and mystic Swamis abound 
at the lower ranges while Jnana Yogis and 
intcllcciual gurus would thrive at the upper 
ranges.” The test of sound policy lies in ihe 
efficacy with which the lower ranges can be 
‘held down’ (through marginal accommoda¬ 
tion where necessary) by ensuring the 
dominance of Jnana Yogis and iniellectual 
gurus. 

After 20 years (vide the present article), 
the thesis remains unchanged: in fact, one 
finds stronger reiterations. In the case of 
Stalin, he has the historical sense to allow 
adjustments “for advancement in the tech¬ 
nology of death and for increase in the 
population of the world”. In his case, the 
Hindu view of life, and the range of 
economic growth conditioned by it, have 
presumably no need for adjustments. On the 
contrary, he states categorically in the subse¬ 
quent article that “the Hindu view of life 
can persist only within a narrow range of 
economic growth". On the socio-religious 
plane, there is a similar ‘advance’. Keferring 
to the elements in Hinduism "which would 
have a more emotional appeal to the 
masses”, he observes: It is these elements 
‘‘that provided the basis for the various 
bhakthi movements, which the secularists 
tend now to laud because they pros'tue a con 
venient tool for communal coexistence. This 
is no doubt a positive aspect; but n should 
not be overlooked that these are, in tact, the 
less rational aspects oj Hindutsm which 
flourished in the past in periods of social 
confusion, flux and decline*' (emphasis 
added). Lvidently, the more ’rational aspex'ts 
of Hinduism' would be the ones which could 
minimise the influence of bhakthi move¬ 
ments and secularists. I his remedy gains iii 
relevance and potency in the face of the hot- 
rifyiiig prospect o( a higher rate of growth; 
“If. therefore, out expcciativins of the new 
economic policy are fulfilled and we get on 
to a trajectory of a consistently faster rate 
of growth, we would he well advised to 
devote some thought to devising a suitable 
ideological and cultural framework for it. If 
it mciely succeeds in breaking present 
moulds there will be a rootlessness which can 
b( dangerous in a large country like ours” 
(emphasis added). The outcome of such 
thought is not difficult to guess. “Secularism 
in itself is too narrow a concept to deal with 
this situation”. A suitable ‘ideological and 
cultural framework’ must be rooted in the 
Hindu view of life, minus its less rational 
bhakthi movements. Hindu fundamentalists 
are, unfortunately, at a disadvantage com¬ 
pared to their Christian and Muslim 
counterpart.s, whose scriptures, being 
‘scrutable’, can become ‘immutable’. Mak¬ 
ing the best of a bad bargain, as it were, the 
Hindus should make intelligent use of their 
‘inscrutable scriptures’ to meet the danger 
mentioned carlie;. Hoping to derive advan¬ 
tage from this inscrutability, he pleads for 
a better understanding of the current wave 
of Hindu fundamentalism centred round the 
Ayodhya ma'iifcstation In other words, he 


pleads for a more sympathetic appreciation 
of, and co-operation for. what the BJP and 
its allies arc seeking to achieve. 

II 

Will the Muslims please listen? They had 
better heed the advice of Nawab Akbar Yar 
Jung (quoted here extensively) and co¬ 
operate with the Hindu fundamentalist 
movement by accepting Rama and Krishna 
as prophets: as they came b^ore prophet 
Mohammed, it should not be theologically 
difficult. In return, the view that the 
medieval Muslim rulers were ‘using’ Islam 
"not for the furtherance of Islam but lor the 
furtherance of (their) own domination can 
be readily conceded” (p 336). Stretching this 
logic, he advises ‘progiessive historians’ lo 
appreciate that “Rrahminism in the Hindu 
period can be given no more sinister a role 
ihaii Islam during Ihe Muslim (Kriod and 
vice versa”. Hoping to hear more of such 
musical stuff, progiessives might well gel 
ready to bask in the sun of Viihal’s intellcc- 
luul geneiosity. However, soon enough the 
socio-political claws of his brand of the 
Hindu view- ol life arc bated. Starling with 
ihe explanaiion that lunvlainentalism arises 
out of insecurity, he diaws |x>intcd attention 
lo Ihe threats le ihc iiaditional pre¬ 
dominance of Ihe upper castes. He explicitly 
slates that “this Iceling of insecurity on the 
pan ol Ihc upper castes also arises out of 
an apprehension that they may lose their 
leadeishipuf ihcir comiiiuniiy as a result of 
sev'cral social changes” (p 337). The Man- 
dal Report and Ihe Dalit movement provide 
examples. Besides the divisive policies of the 
British, the upper castes have grievances 
against the ‘secular slate’ (p 33K), which 
tends to lavour the minorities and lower 
castes through proteciive provisions. II only 
the Hindu view of life in its ‘correct’ form 
had had its sway, the daliis and the 
backwards, aided by that major culprit— 
the secular state—would not have created the 
problems they have. Compared lo religious 
minoriiies, these Hindu groupings seem to 
()ox a more serious challenge to the upper 
caste leadership, and apparently constitute 
a more potent source of its sense of insecuri¬ 
ty. “We all deplore communal politics; but 
caste politics IS an extension of the same 
mentality!’ Then conics the piece de 
resistance' "The confrontation with the 
Muslims is, therefore, not so much a basic 
Hindu-Muslim issue as an attempt on 'he 
part of the uppei castes to find an outside 
enemy as a challenge to unite the community 
itself, obviously under their leadership” 
(p 337). Will the Hindus at the ‘lower 
ranges’, an euphemism for lower castes, 
please listen? They had better di.scard their 
aspirations for participation in the pixKesses 
of governance and administration, and for 
a better share in the fruits of growth and 
social reform. Being Hindus, they should 
enable the upper castes lo overcome tlicir 
sense of insecurity by interpreting the Hindu 
view of life as something requiring the up 
net castes to lead, and the rest to follow and 
Tall in line. In return, they (the lower easiest 


would be freed from Ihe danger of 'root¬ 
lessness’; ihey can then better enjov die 
blessings of slow economic growth and 
stvial reform. 

Ill 

Bcfoie concluding this piece with a few 
brief comments, we cannot help wondering 
it Viihal IS an atypical member of the Indian 
administrative service whose stranglehold on 
policy and administration might well be 
among the more opaque and negative 
aspects of the Indian political system. 

(1) There arc facets of Viihal’s argument 
which can be questioned without question¬ 
ing his plea for the continued dominance of 
the upper castes. Among them, the most ob¬ 
vious IS the patently one-sided inicrpretation 
ol the Hindu view of life through a 
dichotumisaiion between jnana yoga and 
intellectual gurus on the one hand, and 
bhakthi culls and mystic swamis on the 
other. Aulhoriiaiive expositions of Ihe Jnana 
and bhakthi paths underline die unicnabiliiy 
of such an interpretation. Ramakrishna 
Paramahamsa and .Swami Vivekananda (in 
that .sequence) stated: “Pure knowledge and 
pure love are one and Ihe same!*' "In the 
end |thcy| converge on the same point!’-' 
Bending truth lo the exigencies of statecraft 
could cut both ways. The Vedaniic inier- 
preiaiion of the Hindu view of life would 
unite rather than divide the upper and lower 
castes; mystics, of whatever social origin, 
have commanded greater reverence than 
writers tin statecraft and legists. The Hindu 
vic'w of life (with which we are concerned 
here) can hardly stand the strain of distor¬ 
tion beyond a point; the stilts on which a 
‘suitable ideolr^ical and cultural framework’ 

IS proixiscd to be erected will collapse sooner 
than later. 

(2) Moving on to ihe operational plane, 
we may note that the lowei castes constitute 
about three-fourths of the Hindu popula¬ 
tion. Despite their ideological backwardness, 
their sheet presence would make a signifi¬ 
cant difference, though in the present 
balance of ideologic;'! forces the world over 
(with communism under eclipse) conser¬ 
vatism can be expected to be at the crease 
for a longer period. Years before the Russian 
Revolution, Swami Vivekananda chided Ihe 
‘higher classes’ for neglecting the ‘masses’, 
reminding them that such a neglect was “one 
of the cau.ses of our downfall”; he advised 
them to be prudent enough lo realise that 
Ihci: “well-being now lies in helping Ihe 
lower classes lo get their legitimate share”.* 
Viewing the dimension of cultural 
nationalism against this background, 
Viihal’s counsel can be easily assailed on 
grounds of both patriotism and prudence. 

(3) Tven mure unpatriotic and imprudent 
is his advice not to exceed a cenain stipulated 
low level of economic growth. Beyond ‘fear 
ol oevelopmcni’, what is the empirical 
jusiificaiion for this? The lower segments 
migh! well be held down by karma, or some 
suitably modified cultural device, for a much 
lunger period because of the simplicity of 
their religious beliefs. But will the upper 
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caste avam-ganle. raring for adventure and 
getting ready for international comparisons 
and competition, be satisfied with the Hindu 
growth rate? Can the burgeoning middle 
classes (belonging largely to the upper castes) 
do anything worthwhile if the purchasing 
power of a massive segment continues to be 
too weak to stimulate the economy? 
nuriotism would seem to demand that India 
should emulale China, now doing everything 
in its power to sustain a growth rate of 10 
per cent. South Korea, with a much higher 
growth rate, is so shaken by the slide down 
to 2.S per cent that the new president has 
decided upon a course of drastic remedial 
action. If higher growth rates have not 
destroyed the Japanese and Chinese ways of 
Itfe, it may not be correct to assume that the 
Hindu way of life is uniquely fragile On the 
contrary, its ‘tensile strength* and ‘modcr- 
.nity of tradition’ have been commented 
upon in appreciative terms by some scholars. 

(4) The most serious objection to Vithal’s 
thesis stems from views which do not regard 
economic development as a zero-sum game. 
The experience of a large number of coun¬ 
tries indicates that the fruits of development 
accrue more directly, and to a greater extent, 
to the upper segments; the percolation ef¬ 
fect, stow everywhere, would be slower in the 
Hindu society, thanks to its far stronger' 
ascriplive etho.s. Policy interventions geared 
to stimulate effective demand for go(<ds 
(produced by an increasingly sophisticated 
industrial apparatus of the country) in the 
massive lower segment will contribute to the 
health and vigour of the national economy 
as a whole, besides making the upper .seg¬ 
ment more prosperous. The resultant securi¬ 
ty can be used to increase its clout in various 
ways, including the promotion of suitable 
cultural policies. No direct corr'lation has 
been established between the appeal of fun¬ 
damentalism and low levels of living. Iran 
and a number of other countries provide 
examples suggesting that it could be the 
other way round, tvcii in India, the appeal 
of fundamentalism is stronger among the 
upper strata. Of course, examples of a dif¬ 
ferent kind could he cited. Without going 
into details, we may observe that different 
concatenations of circumstances would pro¬ 
duce different trends in diflerent time¬ 
frames. One might join Viihal in nut 
hazarding predietion.s, unless one was an 
astrologer predicting the victory of the BJP 
or some other t>arly at the ‘next' round. The 
real issue, then, would be whether Hindu 
fundamentalism would swim or sink with a 
low growth'rate. Swimming, very tiling in 
more turbulent waters, will incapacitate the 
swimmer sooner, and will put the country's 
tensile strength to the severest strain. On the 
other hand, even if a higher growth rate 
causes problems for fundamentalism, the 
country has a better chance of forging ahead 
in a ruthless competitive world, because of 
a stronger economic ba.se. By precluding a 
safer, and saner, course Viihal's policy- 
prescriptions would expose the ‘roots’ to 
greater danger*. Beyond a point, credulity, 
apparently fostered by a ‘suitable ideological 
and cultural framework', will yield place lo 


cynicism. This is the reverse of Ihe expected 
trade-off. 

(5) At all events, fundamentalism of every 
description— Hindu, Muslim, and .so on; 
does Christian fundamentalism in countries 
with Christian majorities have comparable 
visibility and potential for harm to the cause 
of human progress?—has to face the dilem¬ 
ma; Should, or should not, the future be 
sacrificed on the altar of the past? Specifics 
apart, it is certain that in the age of infor¬ 
mation revolution and ‘symbolic money*, 
information sharing and democratisation 
would be increasingly functional from the 
standpoint of national strength and global 
competition. IjOw levels of mnss education, 
for example, would be patently dysfunc¬ 
tional in this perspective. India should catch 
up with countries like Japan where near 
universality of secondary education (matri¬ 
culation) has been achieved. 

(6) And all this in the name of 'roots’, in 
defining which the dalits and backwards etc. 
have apparently no role. Is it at all possible 
to reverse the clock of democratic evolution, 
do away with the ’secular state*, and con¬ 
demn these ‘dcspi.sed' segments to a situa- 
tiot> from where they can contemplate the 
'rooted' leadership of the upper castes with 
reverence and awe? In the fundamentalist 
'pastology', fa.scist terror could be cited as 
a known remedy for possible defiance. By 
now, we should know that such remedies 
constitute short-term aberrations. More than 
that, they generate cynicism about the very 
legitimacy of the religious standpoints; in 
such a frame of mind, even genuinely 
spiritual people would appear as confidence 
tricksters. In such an atmosphere, the ‘roots' 
will wilt faster because of the heat generated 
by extremist manifestations of disiru.si and 
protest. 

(7) If we accept that what India needs is 
a kind of socio-economic and cultural 
development wliich is vibrantly participative 
and foi ward-looking, then democracy can 
be espcctcd to achieve dynamic equilibrium 
over a wide range of tension areas. In lecent 
years, bouts of neo-nazi or racist intolerance 
in parts of western Lurope have not unsettl¬ 
ed such an equilibrium. Democracy can take 
more aberrations in its stride than one would 
care to observe and chronicle. However, 
biircaucrac>, being central to state struc¬ 
ture.' stands on a different footing. Once 
Us strategically placed elements allow their 
itihercnt elitism lo acquire a fascist tone. 
It is lime alarm hells are .sounded. Vithal’.s 
exposition provides deep insights into Ihe 
burcai’-;rary’s ‘gate keeping’ propensities, 
which may not be less pernicious than 
those of feudal elements. One might recall 
in this coniexi that in the initial stages it 
was the Italian bureaucracy which piovid- 
cd a strategic support base for Mussolini’s 
fascism There is a growing body of 
scholarly opinion which militates against 
any unciiical'tr'jsl in the bureaucracy, 
bused on its assumed neutrality and ra¬ 
tionality. Its political character,’ its 
tendency to bat for the people it 
jicprcscnts,'' its role as a privileged op¬ 
pressive group and exploiting clasij,^ and 


its ’false’ image of raiionality," and so 
on, have been receiving keener attention 
over the years. As there is no reason to 
believe that Vithai is the ‘odd man out’ 
in the Indian administrative service, a ma¬ 
jor initiative for reorienting its structure 
and ethos in the direction of represen¬ 
tativeness and responsiveness is called for. 
It is a measure of the clout of the 
ICS/IAS as a vested interest that Ripon's 
straightforward policy enunciations more 
than a century ago. to replace the 
‘autocratic’ di.sirict administration with 
something more responsive (local self- 
government). are being still debated on the 
basis of the untenable assumptions men¬ 
tioned above. The level of discussion is 
still disconcertingly elementary. We have 
now not only to clear off a rather heavy 
backlog of administrative reforms, but 
also to get ready to face the future, requir¬ 
ing us to take note of Ihe ‘forward leaps’ 
in ‘non-hicrarchical communication net¬ 
works’, and of ‘organisational creativity’ 
promising new horizons of freedom and 
‘mosaic democracy—all leading lo a situa¬ 
tion where bureaucracy will lose its tradi¬ 
tional pre-eminence.'* The danger posed 
by maladjustments in this sense would be 
more serious than the one discussed 
earlier. Rejecting atavistic statecraft, 
bureaucratic or otherwise, it would be 
wiser to ensure freer scope for democracy 
and development to reinforce each other. 
A better trade-off inheres here rather than 
elsewhere. 
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1993-94 Budget and the Economy 

It is Accessary to distinguish between illusion and reality apropos 
the Indian economy at the present juncture. For the path wc 
have chosen needs careful review and substantial correctives. If 
things go wrong, we could end up globalising prices without 
globalising incomes. In the process a narrow segment of the 
population may be integrated with the world economy but a very 
large proportion may be marginalised even further. A re¬ 
examination of the macro-economics of stabilisation, adjustment 
and reform. 6.T9 ‘The rapidly changing global economy’ is 
frequently referred to as the compelling reason for the sweeping 
economic reforms initiated in the country. But what exactly is 
the nature of the ‘global economy’ out there? Who are the main 
participants in it? What are their agendas? flow does a national 
economy get integrated with it? These questions deserve far 
more attention than they have received. 6S!> If two years of 
‘shock therapy’ constitute any evidence, there is no ground for 
optimism regarding the viability of the government’s current 
strategy, either from the growth or the balance of payments 
point of view. The discipline that the strategy imposes is one 
that forces the .system to tailor its needs to the uncertain 
dynamics of international capital. 667 A now-or-never mood 
pervades the finance minister’s budget speech and the 
government’s Economic Survey. But the attempt to throw Indian 
industry, all Of a sudden without preparation, into the whirlpool 
of the world market threatens the country with de¬ 
industrialisation. The experience of Japan and South Korea 
clearly indicates a different sequencing of intciiiul and external 
competition. 675 The 1993-94 budget is weak on raising 
resources and restoring a balance in our external payments, 
relying as it does heavily on contracting more c.xternai debt; ii 
plays down the inflationary implications of the unification of 
the exchange rate; and it is soft on the affluent sections of the 
population and harsh on the states. The economy could be in 
dire straits should the monsoon turn out to be 
unfavourable. 681 Two critical parameters of the economic 
situation, namely, the fi-scal deficit and the balance of (laymcnts 
deficit remain as un.satisfactory as they were two years ago. Bui 
the finance minister’s claims of having overcome the crisis an* 
creating expectations which, while yielding some political 
dividend in the short run, are likely to prove disastrous over a 
slightly longer period. 689 Barring adverse harvests and oil 
price movements, the 1993-94 budget is likely to raise industrial 
growth without significantly increasing inilation, though the 
balance of payments position may deteriorate. In terms ol the 
aim of longer term structural adjustment, the government’s fiscal 
policy has been succc-ssful in reducing government borrowing, 
but unsuccessful in stepping up invcstmciii, particularly in 
infrastructure. 695 The claim that the budget is ‘growth- 
oriented’ is pu/./.ling, given the deflationary fiscal stance and the 
squeeze on the government’s capital spending. 7IL5 I he finance 
minister has exuded confidence about the rapid revival of 
economic growth in 1993-94 without any serious difficulty on 
account of either inflation or balance ol payments, but there is 
reason to be sceptical about .several of the budget's key 
assumptions. 7W The finance minister has let slip the 
opportunity he had to reallocate resources from existing 
commitments to the so-called ‘safety net’ areas. 71,3 Finances 
of the Union (iovernment: Special Statistics. 721 



How ITC’s Agri-businesses Division helped 
Raghuram Reddy reap a golden harvest. 


For fciRhuram Redcty ihis been 
a tnily wonderful .sexson: rca&sured 
hy iho pn)mi5,c of a rk li har\ c.st, lie 
has made up his mind to plant 
sunflowcts on his land llic hopes 
of a brighter future now stxit high. 
And his thottghts go fiat k to that day 
in 1987 when ITC came lo hi.s 
help... 

Ftff dose to eight decades, nil has 
hel|H*d the toluico famier witit 
scientific' inetlnals of culii'oitu.'U. .As 
pan of a national progrttmme to 
itridge the gap between .supply and 
demand of oilseeds. rrf.7.s Agri 
businesses Division is ir.inslen'ing 
technology to this sccior. 

ITC’s research centres arc 
developing hyiwid varieties 


stinninver, safflower, cotton anti 
castor -plants that ate rich in 
oilseeds and arc im teasing lirmirs' 
yields several ftild. Addiiitinally. ITC 
has succes.sfiilly cmeivtl the 
branded oils segment while agri 
exports are gcncTaiing mote I'oifii’.n 
exditmgc. 



Where else is ITC working 
for India? 

Paper and Hoard: Tbc fTC 
prumexed liliadraciialjin 
Faricrboards combines proJuctiviry 
with ccoli^ical concern to letid Uic 
industiy in tlte core sector. 
Cottage-sector Craftsmanship: ITT! 
set up friveni I landlooms to 
preserve the traditional craft of 
Shahialian|)ur's weavers. Today 
2.5iX) wcavx'rs are gainfully 
employed, their carpels exported 
by ITC 

Family Health and Welfare; IV 
distributing millions of Nirodh 
t ontracepiives, ITC helps educate 
rural folk about the advantages of a 
small, well spaced family. 
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Missed Opportunity 


T he- monetary policy Tor ilic Tirsi hall of IW-W announced 
by the Reserve Rank of India brings out the government's 
diffidence about the real state of the economy, the brave public 
postures notwithstanding. I he situation called for bold and inno¬ 
vative steps to inspire confidence and provide an impetus to 
growth, but there is nothing in the Reserve Bank’s policy pro¬ 
nouncement which may he cspecicd to redress the .self-inllicicd 
damage wrought by the inoneuiry and fiscal compression of the 
past two years. 

l-dr the authorities to claim credit for the deceleration in the 
rate of intlaiion, supposedly achieved through effective macro- 
economic management as leflected in the reduction in the ratio 
of gross ft.scal deficit to and the moderation of monetary 
expansion, is to ignore many major issues in the performance 
of the economy. In the fust place, the reduced rate of inllation 
really represents a modeiaiioti of the very steep increases in cotn- 
modity prices in the previous period. Second, much of the credit 
fot dampening innaiionary exfiectations must go to the excellent 
agricultural crop, though the RBI governor makes only a pass¬ 
ing reference to it in his polic'y statement. Third, if we were to 
weigh the role of the fi.scal and tnonetary compression in con¬ 
taining inflation and in curbing real growth, it is the latter that' 
would turn out to have been the more pronounced cxinscquence. 
In other words, the containment of inllation has been achieved 
at a considerable cost to the economy. Industrial output 
stagnated in 1991-92 and the recovery in 1992-93 was hesitant. 
Should the tnonsoon play false this year, the fiscal and monetaty 
resttaints in place will hardly serve to dam(x*n price expecta¬ 
tions. fhere is sonic realisation of this m the Reserve Bank govei- 
nor’s cautions remarks about the need to guard against 
resurgence ot mnatiotiaiy pressuies m the coming months. 

l-'vcii on ihc moiietaiy front, the authoiitics arc on unsure 
ground because ol their exclusive focus on M, which has a 
la!,.c saving and term deposit coinpuneiit. The tnonetatv (M,) 
cx|)aiisioti of PW2-93 at 14.6 per cent (or Rs 45,876 crore) is really 
noi comparable with that of 8.,^ pgr cent (or Rs 49,256 crore) 
in 1991-92. In the first place, the latter was the result of a massive- 
loss of foteign currency reserves. Second, there was a sharp rise 
of Rs 11,896 crore (.15.8 pet cent) in demand deposits ol sche¬ 
duled commercial hanks in l‘Wl -92, whereas the coinpaiable in¬ 
crease in 1992 9.1 was just Rs 659 ciore (1.5 per cent). In 1992 9.1 
lime deposits showed a siToiig growth of Rs 15.729 crore (19.2 
per cem m 98.2 pei eeni of ihc overall rise in deposits of sche¬ 
duled co'.iimcrcial hanks). I hese differences have important im- 
p'lcalion. fill inflation control, bat the Rc.scive Bank's adherence 
to iiii'ii'x monetary largeiing fails to capture the nuances of 
Ihe’isi : ' pnce-onlpiit linkages. 

It in.i. ' ' n fiom the large expansion in non-food credit of 
Rs 21..'8'* . 'I re (19.1 per cent) in 1992-93 that oiiipiK growth 
is hatdiy being held back by credit stringency But once again 
lhi.s figure is not comparable with that of Rs 9,127 crore (8.2 
per c * 01 ) for (he previous year. A number of special factors (some 
of which have been identified by the Reserve Bank) huve been 
responsible for the increase in credit in 1992-93. Higher prices 
of collaterals, larger inventory holdings, inciea.se in public sector 
undertakings' demand for credit to make up cuts in budgetary 
allocations, special claim.s arising out of the security portfolios 
of banks following the Reserve Bank’s measures to pn-vent abuse 


of such lacilitics and increased export credit which banks now 
find profitable have all been lesponsible for the rapid rise in 
non-food credit in 1992-93. Secondly, how i.s this very large rise 
ill hank credit to be sc|uarc-d with the niggardly growth in in¬ 
dustrial production and the lowering of the inflation rate? 
ritirdly, there is a good deal of ciicuniMaiitial evidence indicating 
that despite the large overall ciedii expansion, small-scale in¬ 
dustries and small borrowcis have been starved of credit. 

Dniike fiscal policy, monetary policy .should ies|>ond promptly 
to developing situations. No doubt the rate of inflation has been 
brought down, but, as said earlier, this has been done at a price. 
The situation now calls for more tohusi ericouragemeni ol in¬ 
vestment in industry. Nothing of the sort is attempted by the 
credit policy, cither directly or through ih<‘ term lending mstitu- 
tioiKv The authorities' actions ate .still overwhelmingly iiinuenccd 
by the need to satisfy the financial scctoi reform requirements 
as perceived by them. The .statutory ratios (SI K and C RR) have 
been reduced, releasing about Rs 3,4(X) crore to the banks in the 
first half of 1993-94. Kc*siriciion.s on bank advances against shares, 
and debentures and bonds have been relaxed 1'hc setting up of 
a .securities trading corporation! has been aiinouncx-d. While cx{K)rl 
credit refinance has had to he curtailed somewhat as its amlribu- 
tion to a-serve money growth was proving to he disproportionately 
large, banks have bwn allowed to rediscoum export bills abroad 
at international rales of interest The Reserve Bank has aNu in¬ 
troduced a new foreign (non icsideni) accxiunts (banks) scheme 
with no exchange guarantee and exempt from ( RR and Si R re- 
c|uiremcnis. The last-mentioned two measures may rc-ndei ihe 
coiiniry's shori-ierni debt mon* virlaiilc and the latter scheme dot-s 
not exactly suggest (hat the authoiities are confident of iinirrovc- 
iiieni in the balance of payments. 

The M, target of 12 (h.‘i cent prescribed for 1993-94 offcis 
little operational guidance, if the growth of time dc|x>sils, which 
pat take the character of saving and which sximpcic with capital 
market instruments, is deteimmcd hs real sector developments. 
I'hc same is ti iic of the working t-siimaie m increase in aggregate 
deposits of Rs 34,7.50 crore (13 pci cent) in 1993-94. rime 
deposits alone had expanded by Rs 35.729 croie Iasi ycai despite 
stiff competition from mutual funds, etc and despite a .igiiificam 
decline in the inllation rate The situation clearly called f-r banks 
being goaded to mobilise larger lerm deposits and conlaiiiincm 
of eiirrciicy and demand deposit expansion. 

liven mure pressing is the need lor a fresh look at the eiiine 
stiuctiire of interest rates. I he rales ol iiiteiesi charged by both 
term-lending institutions and hanks have come to liorder on the 
usurious. What the auihoiiiics have prescrit>ed ate the ininimiiiii 
rates, but the actual rates arc higher by at least 2 to 4 percentage 
points. It is not uneommoii Iru banks to s harge rules ol intciest 
as high as 20 to 22 per vent, pariiculaily from small borrowers. 
( unsideiing the recessional > coiiditions in industry, interest 
costs, which now consiiiuic about 5.5 jier cent of the corporate 
sector’s sales turnover or about .5*- per ci;iii ol its gross profits, 
need to be reduced, provided the bulk ol the leduciion takes 
place on investment ciedn. T lie banks' iiiteimediation cost must 
not be allowed to essced 4 |•elcemage points, measured as Ihc 
difference hetween ih'- maximum deposit rate and the minimum 
lending, rale. (.Inluriuiiatcly, the Reserve Bank has shown no in¬ 
itiative in these diit'eltoii',. 
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NUCLEAR POWER 

A Warning to Heed 

WHATEVER be the final report on the 
fire which devastated the power generating 
section of the Narora atomic power plant, 
the incident cannot be allowed to be swept 
under the carpet. Even if one accepts the 
contention of the Atomic Energy Com¬ 
mission (AEC) that the events in fact 
prove the reliability of the fail-safe systems 
devised for the nuclear power reactor, the 
fact is that the environment within whkh 
sophisticated systems such as this func¬ 
tion cannot be rendered entirely safe 
because there are too many imponder¬ 
ables. This is why the risks associated with 
nuclear power cannot be dealt with in 
conventional terms. And this is also why 
the risks far outweigh the benefits in 
countries like India. 

This particular accident, according to 
departmental sources, occurred possibly 
because of arching in the cables carrying 
high currents in the generator room. 
While the Hre raged in the turbo generator 
room, the control room could not detect 
it until it had already begun to spread. The 
fail-safe mechanism at the reactor end had 
however gone into operation causing a 
cooling down which would ensure that a 
; nuclear accident would not opeur. How- 
rwer. according to several newspaper 
reports quoting the Central Industrial 
Security Force personnel, the fire could be 
brought under control only about six to 
niiK hours after it was discowitd. Further, 
and quite incredibly, fire-fighting person¬ 
nel claim that fire-nghting was conducted 
by torchlight. Surely, in a large establish¬ 
ment such as this, there would have been 
other sources of power which would i(uto- 
matically switch on in an emergency? 
Establishment sources 4iave claimed that 
the control room fire alarms were so sen¬ 
sitive that they could detect cigarette 
smoke. So why did the system not alert 
operators to this fire? One explanation 
from the AEC is that there was perhaps 
no smoke initially—which is hardly plausi¬ 
ble. The other, that the operators failed 
to notice the indications. 

Admittedly, it is difficult to arrive at a 
complete run down of .the events before 
a thorough investigation is conducted. 
What is however disturbing is that there 
are already signs of a cover-up in opera¬ 
tion. While the chief superintendent of the 
plant stated a week after the accident that 
the estimated loss of equipment was over 
Rs ISO crore and that major equipment 
had been completely destroyed, the AEC 
contended that the loss was only a quarter 
of that amount and that major equipment 
such as the generator could be salvaged. 
The AEC has also taken great care to por¬ 


tray it as an example of how safe a nucirar 
povrer plant is. On the ground of securi¬ 
ty, the plan! and the personnel are now 
out of bounds for journalists and any in¬ 
dependent analysis is impossible. Much 
has also been made of the fact that there 
was no panic among the villagers because 
they did not know what was happening, 
for the fire could not be spotted from out¬ 
side. These are unsavoury trends. The 
AEC owes an explanation to the people: 
the least that should be done now is to 
constitute a team which includes experts 
outside the atomic energy department to 
investigate the incident and release its 
report to the public Further, the fact that 
the people around did not know aboiit the 
fire is not necessarily a happy situation. 
What would have happened if the fire had 
indeed affected the reactor? What kind of 
mechanisms are in place at Narora to 
ensure the safety of people around the site 
in case of an emergency? If reports from 
elsewhere are anything to go by (sec EPW, 
Match 6) the department has invested 
little in educating the people about the 
plant and its potential dangers. 

According to a recent Worldwatch 
study, the Indian nuclear programme is 
the worst in the world: with plants run¬ 
ning just 40 per cent of the time and con¬ 
tributing only 2 per cent of the electricity 
generated in the country. Given this, are 
the potential risks associated with nuclear 
power plants worth taking? 


PUBLIC DEBT 

Wrong Targets 

“INCREASED resort to borrowing over 
the years”, says Economic Survey, 1992-93, 
“has led to a continuous growth in the 
[centre’s) total outstanding debt.” Since 
public debt has two components, external 
and internal, the changes over time in the 
figure of total debt may not tell the whole 
story. According to the Survey, while the 
centre's internal liabilities increased from 
36.5 per cent of GDP in 1980-81 to 53.3 
per cent in 1990-91 and declined marginal¬ 
ly to 52.1 per cent in 1991-92 (RE), the 
centre's external liabilities, converted at the 
current ;«ar-end exchange rate, rose from 
9 9 per cent to 12.5 per cent of GDP 
between 1980-81 and 19^91 and to 18 per 
cent at the end of 1991-92 (RE). Thus the 
increase in the internal liabilities of the 
centre was twice as sharp as that in its 
external liabilities during the decade of the 
80s. But between 1990-91 and 1991-92 
(RE), the reverse was the case; while the 
centre's internal liabilities declined 
somewhat, its external liabilities rose by 
a very sharp margin, by 5.5 per cent of 
GDP. which was more than twice the 


increase of 2.6 per cent registered in the 
whole of the past decade. 

Quite interestingly, the Survey chooses 
not to highlight this. Nor does it attempt 
to explain the factors behind the sharp rise 
in the centre’s external liabilities Instead, 
it concentrates on the increase jn internal 
liabifities during the 1980s, an increase 
which, no doubt, was quite sharp and did 
need to be explained. Possibly the authors 
of the Survey did not want to highlight 
that the single-most important factor 
behind the sharp rise in the centre's exter¬ 
nal liabilities in a single year was none 
other than the steep devaluation of the 
rupee. Of course, a country's external 
liabilities, be they those of the public or 
private sector, have to be serviced in 
foreign exchange and so it is their ratio 
to the country's foreign exchange earnings 
that reflects the real burdcti of such 
liabilities. But for the public sector to meet 
its part of the foreign exchange liabilities, 
it is only appropriate that its share of the 
burden is expressed in terms of the current 
exchange rate. 

As for the rise in the centre's internal 
liabilities, it is not enough to say that “this 
was due to a combination of revenue 
deficits and poor returns on assets financ¬ 
ed by capital receipts, a summary mea.sure 
of which is the fiscal deficit”. More than 
offering an explanation, it really seems to 
be an attempt to advance a justification 
for the government’s concentration on 
reducing the fiscal deficit. The two factors 
highlighted in the Economic Survey, are 
no4oubt very relevant. But the question 
not addres.sed is what lies behind these 
factors. I'he revenue deficit had gone up 
from 1.5 per cent of GDP in 1980-81 to 
3.5 per cent in 1990-91, with an average 
in the second half of the decade of 2.7 per 
cent. While the revenue account expen¬ 
diture increa.sed, during the decade, from 
10.9 per cent to 14.2 per cent of GDP, 
revenue receipts increased only marginally 
from 9.4 per cent to 10.7 per cent of GDP. 
It is basically the failure of the central 
government to mobilise revenues ade¬ 
quately to cover its current account expen¬ 
ditures that requires to be probed. As for 
the returns from government assets, in¬ 
terestingly when one adds up interest 
receipts with dividends and pronts, as one 
should, the rate of return legistered an 
improvement, slight though, from 3.7 per 
cent in 1980-81 to 4 per cent in 1990-91. 
The corresponding rgte for 1992-93 (BE) 
works to 6.2 per cent. So the real deterio¬ 
ration has been in the government's 
revenue account, which problem even the 
latest budget hardly addresses, the ac¬ 
cent on reduction of the fiscal defidt 
notwithstanding. 

On the other hand, the occasion is used 
to out forward half-digested nostrums on 
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wiui an effidmt system of plan and 
capiui spendtni by government should 
aim at. Blaming the steady growth of 
government spending in general for the 
Hscal crisis, the Survey singles out the 
growth in interest payments and .ser¬ 
monises that in an efficient system “in¬ 
terest payments would have been fully 
covered by returns on productive capital 
expenditure and investment financed by 
debt”. Instead, of providing such a cover 
to the government’s interest liabilities, the 
Survey laments, “plan expenditure hits 
been characterised by low returns from 
investments and inefficiency”. What a 
blinkered and short-sighted view of the 
purposes plan expenditure is supposed to 
subserve? Evidently the authors of the 
Survey would rather that cither interest 
payments are ‘fully’ covered by returns on 
government assets or plan expenditure be 
curtailed. They don’t seem to recognise 
that plan expenditure performs a major 
income-generating role even when it is not 
directly remunerative in the form ol 
enhanced receipts to the exchequer. I he 
impotence of the government to reduce its 
revenue account deficit is sought to be 
hidden thus by effecting savings in plan 
expenditures. That also provides the 
government with the alibi for curtailing 
government borrowing to finance plan 
expenditures when it. wants at the same 
time to offer tax give-aways to the rich 


POLITICS 

Self-Made Predicament 

THE Jabalpur high court judgment on 
the BJP appeal against the dismissal of 
the Madhya Pradesh government and the 
imposition of the president’s rule along 
with the dissolution of the state legislature 
has given rise to an extremely embarrass¬ 
ing situation for the Narasimha Kao 
government. There is,'however, a wide¬ 
spread legal view that since the use of 
Article 3S6 rests with the subjective 
satisfaction of the president, its propriety 
cannot be questionixi by the courts. While 
the legal aspect of the issues will be of- 
ricially settled when the union govern¬ 
ment’s projected appeal comes up before 
the Supreme Court, the political im¬ 
broglio on the basic question will continue 
to linger. Article 356 of the Indian Con¬ 
stitution which empowers the union 
government to dLsiniss a state government, 
dissolve a state legislature and bring the 
state under president’s rule—the provi¬ 
sions virtually lifted from the British 
parliament’s Government of India Act of 
1935—has been a subjM of contromsy 
right from the drafting stage. The con¬ 
troversy became increasingly bitter with 
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every passing and more blatant abuse of 
these powers by the union govemmenr in 
the partisan interests of the ruling party. 
Indeed, it is only in the case of the latest 
exercise of these powers in regard to the 
four BJP governments, following the 
demolition of the Babri Masjid, that such 
a step secured a measure support from 
outside the ruling party’s orbit. The 
CPI(M) which has always staunchly op¬ 
posed the exercise of these powers by the 
Congte.ss regime and had in fact been 
demanding the repeal of this article, ex¬ 
tended support, spoken and unspoken, to 
the use of this provision against the BJP 
governments. 

Article 356 had been strongly objected 
to by some of the founding fathers and 
B R Ambedkar himself had observed in, 
the constituent assembly that “the proper 
thing we ought to expect is that such ar¬ 
ticles will never be called into operation 
and that they would remain a dead-letter”. 
W'hilc the actions of the Kalyan Singh 
government in UP on the eve of and dur¬ 
ing the demolition of the Babri Masjid 
have shaken some of the advocates of the 
abrogation of Article 356, the debate is 
hardly over. Indeed it has become mure 
contentious. But. legality apart, the pre¬ 
sent political predicaments of the 
Narasimha Rao government are its own 
creation: firstly, after the dismissal of the 
four BJP governments and the banning 
of some of the Sangh Rarivar outfits, it 
did not carry forward its political and ad¬ 
ministrative assaults with any degree of 
earnestness; and, secondly, its partisan 
and discriminating approach to the exer¬ 
cise of this article became glaringly expos¬ 
ed by its inaction in Maharashtra although 
the Congmsd) government in the state 
deserved the boot no less promptly than 
the Kalyan Singh government in'UP. 


POWER 

Waiting for the Foreign 
Investor 

THE neglect of the power sector in its 
entirety—investment, input planning, 
management, pricing and institutional -et- 
up—has created a crisis situation. Faced 
with the possibility of a serious power 
shortage in the medium term and its un¬ 
willingness to provide the required finan¬ 
cial resources to the public sector, the 
government has come to believe that only 
private investment, and foreign private in¬ 
vestment in particular, can save the situa¬ 
tion. The government has, therefore, been 
bending over backwards to attract such in¬ 
vestment. Pressure has mounted on the 
government to expand incentives for 
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foreign investors in this sector. An extreme 
demand, which the government has ap¬ 
parently resisted-so far, is for the exten¬ 
sion of sovereign guarantee to external 
commercial borrowings for power projects 
in the private sector. But what the govern¬ 
ment has conceded adds up to an im¬ 
pressive set of concessions and incentives. 

The multilateral Financing agencies, 
namely, the World Bank and the Asian 
Development Bank (AOB), enjoy govern¬ 
ment guarantee on all their loans, in¬ 
cluding those to private sector companies. 
Second, the central government has ex¬ 
tended what it calls counter-guarantees 
against payments due from State Elec¬ 
tricity Boards (SEBs) for power supplies 
by private generating units. In case of 
default by SEBs and the state governments 
at whose request the centre vrould provide 
the guarantee, the central gownment will 
honour the bills and the amounts will be 
deducted from the concerned statn’ plan 
outlays or adjusted against the centre's 
devolutions to them. Third, a statutory 
minimum of 16 per cent rate of return will 
be assured on Fixed cost as part of the 
power tariff; an even higher rate is possi¬ 
ble through mutual negotiation between 
the supplier and the buyer. Fourth, the 
foreign company will be assured this 
minittijim return in US dollar terms at the 
prevailing exchange rate. N K P Salve, the 
union power minister, has stated categori¬ 
cally that in future there could be revisitm 
of power tariffs in response to fluctuatioiu 
in the exchange rate. Fifth, the govern¬ 
ment has offered to foreign investors the 
instrument of legally enforceable con¬ 
tracts to claim damages in case the buyer 
fails to take the contracted supplies of 
power. Finally, the budget for 1993-94 has 
extended a series of concessions to the 
power sector: a tax holiday for new power 
projects for the initial Five years from the 
year of generation of power; slashing of 
excise duties on power equipment to 5 per 
cent; cutting of import duties on project 
machinery from 30 per cent to 20 per cent; 
and 100 per cent depreciatior on plant 
and machinery relating to environment 
protection and pollution control. 

The above concessions' have followed 
after the earlier liberalisation of policies 
failed to show results. The government 
had specially allowed 100 per cent foreign 
equity in power projects, hike in debt- 
equity ratio to 4:1 and permission to 
private power-generating, companies to 
own captive coal mines. However, the 
Economic Survey, 1992-93 bemoans that 
though new proposals for capacity addi¬ 
tion of 14,082 MW with a tot^ investment 
of more than Rs 35,000 croie had been 
received from private entrepreneurs, “no 
proposal has so far fructiFied". 
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Apart from the funds constraint, the 
public power sector suffers from a. series 
of structural bottlenecks which if removed 
could lead to substantial power saving as 
also fresh generation. It looks as though 
these issues concerning the public sector 
power projects are not receiving the atten¬ 
tion they deserve. Instead, the govern¬ 
ment’s preoccupation is with attracting 
foreign private investment. In response to 
the prime minister’s directive that a special 
scheme be prepared to boost the flow of 
funds into the power sector, the powpr 
ministry has prepared a position paper 
focusing on encouragement to foreign 
investment. According to the power 
minister, the bane of the industry is the 
multiplicity of bureaucratic agencies that 
«(i$t for clearing project proposals. Ac¬ 
cordingly, an inter-ministry co-ordination 
set-up is to be constituted at the minist¬ 
erial level for clearing power projects. It 
is apparently not realised that if similar 
ministerial attention were devoted to 
power projects in the public sector, the 
benefits may be more tangible. 

THE BUDCIET 

Figuring Out 

THE set of tables at the end of this 
issue (pp 721 to 724) provide a profile of 
the budgetary operations of the central 
government. Some interesting trends are 
discernible from the data. 

First, there has occurred since 1990-91 
a significant decline in the expenditure of 
the government as a proportion of GDP 
at current market prices! The decline has 
been more pronounced in capital expendi¬ 
ture than in revenue expenditure. Srcond, 
reflecting the fiscal compression as part 
of the stabilisation programme, the gross 
fiscal deficit as a percentage of GDP has 
declined quite sharply from 8.4 per cent 
in 1990-91 to 4.7 per cent in 1993-94. 
1'hird, the government’s attitude to the 
revenue deficit has, however, undergone 
a dramatic change. Presenting the budget 
for 1991-92. the finance minister had said, 
“in the medium-term.. .our fiscal regime 
would be sustainable only if revenue 
receipts not only meet revenue expenditure 
but al.so provide a sufficient surplus to 
finance capital expenditure that does not 
yield direct economic returns as such, as 
in defence or in social sectors!’ This 
philosophy has now been thrown over¬ 
board and there is no more talk of a 
surplus in the revenue account; on ihe 
contrary, the rise in the revenue deficit in 
the 199.3-94 budget has been sought to be 
justified on the, far from convincing 
ground of large allocations having been 
made for the social sectors. 


Fauith, the increase in interest pay¬ 
ments from Rs 32,500 crore (37 per cent 
of non-plan expenditure) in 1992-93 
(revised estimates) to Rs 38,000 crore (42.2 
per cent of non-Plan expenditure) in 
1993-94 has been striking. Th; rise has 
been due not so (nuch to increase in the 
si/e of debt as to the rise in the average 
rate of interest. The government’s outstan¬ 
ding debt rose by 7.2 per cent but interest 
payments went up by 16.9 per cent. A 
crude measure of the average interest 
burden on outstanding debt rose from 
13.9 per cent in 1992-93 to 15.1 pet cent 
in 1993-94. Fifth, there is a .significant 
reduction in subsidies in 1993-94, with the 
fertiliser subsidy bearing the bulk of the 
reduction. Finally, despite the drastic- 
reductions effected in import duties on a 
wide range of commodities, revenue from 
import duties is expected to rise from 
Rs 25,993 crore in 1992-93 to Rs 30.796 
crore in 1993-94, or by 18.5 per cent, 
reflecting, apart from the likely ri.se in the 
quantum of imports and the expected 
depreciation in the value of the rupee, the 
finance minister’s anxiety to balance the 
budgetary sums. 


PAKISTAN 

Difficult Passage 

RECENT events in Pakistan seem to in¬ 
dicate a difficult passage for the process 
of democratisation. Prime minister Nawaz 
Sharifs attempts to withdraw the Eighth 
Amendment and secure his political 
future by getting himself nominated the 
president of the Pakistan Muslim league 
(PML) have failed. Four of his ministers 
have resigned, three in protest against 
Sharifs nomination as party president 
although they sought to raise issues of 
principle stating that there had been 
numerous differences with Sharif. Of the 
first three who resigned, Anwar Saifullah 
Khan is president Ishaa’s .son-in-law and 
the othef two are known to be close to the 
president. The fourth is tribal leader 
Gulsher Khan whose resignation from the 
council of ministers late last week has 
been seen as a further indication of the 


support that Ishaq commands in the pro¬ 
vinces. The announcement early this week 
of the nomination of Ishaq as the presi¬ 
dential candidate for a second term, 
coming as it did after a 90'minute talk 
between the president and the prime 
minister and week-long patch-up efforts 
by several members of parliament, only 
indicates that for the time being at least 
the president has an edge over the prime 
minister. There is however no indication 
whether Sharif has had a change of heart 
on the substantive issue of the Eighth 
Amendment, although with dissident ac¬ 
tivity within the ruling alliance continuing 
to grow it is very likely that the prime 
minister will prefer to hold on to office 
rather than risk an open coiifrontaiion 
relying on uncertain support from the op¬ 
position alliance. 

What this means is that the process of 
democrati.sation has been stalled. Sharif 
may not have any particular credentials 
as the harbinger of dcmociacy and recent 
events such as the raiding of the offices 
of the Human Rights ('oinmission in 
Lahore and the arrest of one of its secic- 
tarjes certainly do not reflect a positive 
concern'for human rights. Nevcrihcless 
his political manoeuvres would well have 
yielded gains in terms of Ihe withdrawal 
of the undemocratic F.ighih Aiiiendinehi. 
Ironically, Ishaq as well as some of the 
dissidents seem to have made a point ul 
targeting .Sharif for what they call the 
‘lack of transparency’ in government, 
especially with reference to the ongoing 
privatisation proce.ss. Other accusations 
include rampant corruption in govern 
ment, the soft stand taken by the govern¬ 
ment vis'-n-vi.vthe US on the nncleai issue 
where Ishaq is being portrayed as the true 
supporter of the country’s nuclear pro¬ 
gramme, and the government’s conipla 
cent attitude to terrorist activity 
originating from within its territory, which 
apparently has come in for criticism front 
other Muslim countries as well. I'hus 
strangely, nationalism and sovereignty, law 
and order and democtalic practice have 
become issues in the war between the 
president and the prime minister, neither 
of whom can vouchsafe a demoaatic and 
clean government. 
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Ballarpur Industries 

BALLARPUR INDUSTRIES, flagship 
company of the Thapar group, which is 
India’s third largest industrial house in 
terms of turnover, is making a public issue 
of 71,50.000 equity shares of Rs 10 each 
at a premium of Rs I6S per share, aggre¬ 
gating Rs 125.12 crore on April 6 and-a 
rights issue of 148,59,856 equity shares of 
Rs 10 each at a premium of Rs IIS per 
share aggregating Rs 185.75 crore which 
is opening on April 19. The main objects 
of the issue are to raise funds to paitly 
finance rehabilitation of Sewa Papers at 
Jeypore in Orissa to cost Rs 116.52 crorc 
at jeypore in Orissa and to repay term 
loans and repurchase debentures. The pro¬ 
gramme for Sewa Papers envisages expan¬ 
sion of capacity from 33,000 tonnes to 
45,000 tonnes per annum and setting up 
of a pulp mill. Trial production on 
bought-out pulp is expect^ to commence 
this month and commercial operations 
shortly thereafter. The installation of 
another paper machine, which will in¬ 
crease the daily production capacity to 150 
tonnes, is expected to be completed 
by September 1994. To strengthen the 
capital base of the company, improve the 
debt:equity ratio and reduce intcr;.*st 
liability, it has been decided to prepay 
loans aggregating Rs 13,615 lakh and re¬ 
purchase debcntihes aggregating Rs 3,880 
lakh. The company's total requirement 'of 
funds is estimated at Rs 338.37 crorc 
and being met with the public issue of 
Rs 125.12 crore, rights issue of Rs 185.75 
crore, issue of preference shares with war¬ 
rants of Rs 2.50 crore and internal ac- 
’.tuals of Rs 25 crore. During the four 
years from 1987-88 to 1991-92, the cont- 
pany’s turnover increased from Rs 371 
crore to Rs 874 crore (135.58 per cent) and 
so also operating profit from Rs 39.82 
crore to Rs 147.72 crorc (270.97 per cent), 
POT from Rs 5.72 crore to Rs 20.01 crore 
(249.83 per cent) and PAT from Rs 4.81 
crore to Rs 20.01 crorc (316.00 per cent). 
This is in spite of the company acquiring 
sick units like Sewa, Titaghur Mill No 3, 
MSIL, BIC and 'dCR. For 1992-93, ex¬ 
pected turnover is Rs 1,042 crore and for 
1W3-94 it is Rs 1,233 crore, the correspon¬ 
ding figures of operating profit being 
Rs 184 crore and Rs 220 crore, of POT 
Rs 37 crore and Rs 88 crore and of HAT 
Rs 37 crore and Rs 62 crore. The com¬ 
pany is highly diversified, teing engaged 
in the manufacture and sale of ordinary 
and superior varieties of writing, printing. 
Industrial and speciality papers, chemi¬ 
cals, detergents, glass containers, building 
materials, etc The company is the largest 
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manufacturer of paper in the country, and 
the sole manufacturer of certain speciality 
papers. Its paper mills at Ballarpur and 
Yamunanagar have been operating at 
around 95 per cent capacity. The com¬ 
pany’s diversification has included a 
pioneering effort to manufacture con¬ 
struction material using waste material 
like flyash. A autoclaved aerated concrete 
is an innovative building material which 
is positioned to be a substitute for con¬ 
ventional building material like bricks. 
The plant at Palwal in Haryana has been 
set up in collaboration with Ylong Inter¬ 
national of Oermany. Manufacture of 
hydrogenated vegetable oil and lefining 
and marketing of corn oil are the activities 
made up of the foods division while the 
company has now entered the arena of 
manufacture of refined sunflower oil. 
The newly formed joint venture with 
Reii/ek of Switzerland has already begun 
export of gerkins and other vinegar- 
preserved foods. 

A P Rayons 

Andhra Pradesh Rayons is following in 
the footsteps of the holding company 
having a 49.08 stake in it, namely, 
Ballarpur Industries. It is issuing like the 
latter company rights shares in order to 
write down debt capital. A P Rayons is 
repaying Rs 19.30 crorc to the financial in¬ 
stitutions and Rs 24 crore Of unsecured 
short-icrin loans, Rs 19.50 crore of it to 
Bll.T and Rs 4.50 crore to banks. In tsd- 
ditioii, it has drawn up a Rs 16.25 crorc 
capital expenditure programme by way of 
modernisation and installation of balan¬ 
cing equipment, l-urthcr, it is to meet 
Rs 6.25 ciorc of normal capital expen 
diturc and is required to augment long¬ 
term capital needs to the extent of Rs 4 
crore. Collectively, the company is to be 
expending Rs 50.50 crore and to meet the 
requiicment is issuing 1.41 crorc equity 
shares of Rs 10 each at a premium ol 
Rs 25 per share as rights to the existing 
shareholders on 5:4 basis whereby it will 
be increasing the paid up share capital 
from Rs 10.70 croic to Rs 24.37 crorc. A 
P Rayons reported profits the first lime 
in 1990 hut was still to write off ac¬ 
cumulated losses of Rs 65 crore. The next 
year, 1991-92, its net profit dropped from 
Rs 6.43 crore to Rs 3.88 crore, although 
sales improved from Rs 50.90 crore to 
Rs 57.13 crorc. However, the premium 
amount of Rs 25 on rights shares is 
justified by the company with projected 
increase in net assets value and EPS 
respectively to Rs 35.61 and Rs 5.45 three 
years hence. By the erstwhile CC'I for 
mula, on the other hand, the premium 


would have worked out to only Rs 5.20 
l>er share. Currently, again, A P RajAms 
shares are quoted at Rs 45 against the pro¬ 
posed price of Rs 35 for rights shares. 

C'hamhal Fertilisers 

Chamhal Fertilisers and Chemicals is 
coming into the market on April 15 with 
a Rs 424 crore is.sue it is making in 
2,l2,0(),n(XI IS |ier cent secured redeemable 
partly convertible debentures of Rs 200 
each .11 par. Hie company, with its board 
of directors headed by K K Birla as chair¬ 
man and which includes persons with a 
long ex|rertence in fertilisers like H S Bawa 
as vice-chairman and H C Grover as 
managing director, is setting a ma.ssive 
Rs 1,267 crore gas-based fertiliser project 
with a capacity of 7.42 lakh tonnes of urea 
at Godepan in Kota district of Rajasthan. 
Snamprugciti of Italy is providing the 
technical expertise, 'flie t>rojrcl is to be 
one of V senes located along the HBJ 
pipeline with Bombay High gas as feed¬ 
stock. It is to go on .stream in August this 
year. The company has already launched 
a seeding programme and about 5.20 lakh 
tonnes of urea and 35,000 tonnes of DAP 
have been marketed by it in IK months. 
The project cost of Rs 1,267 crore is 
financed with a dehtrequity ratio of 2.45:1. 
The equity capital of Rs .367 crore com¬ 
prises promoters' contribiiiioti of Rs 155 
crore and Rs 212 crore resulting from con¬ 
version ol the public issue ol partly con¬ 
vertible debentures. The project was 
originally to cost Rs 764 crorc. Following 
the IDBI appraisals made in May 1992. 
the cost was revised to the present figure 
of Rs 1,267 crore. The debt portion of 
Rs 900 crore of project finance is to com¬ 
prise Rs 417 20 crore of term loans. 
Rs 198.80 ol foreign currency loans, Rs 72 
crorc of foreign suppliers' credit and 
Rs 212 crorc of proposed issue of non- 
cvinvertible debentures. The company is 
loutided and promoted by /.uari Agro 
Chemicals, (ioa, whose first urea plant 
went on stream in 1973. Out of the issue 
being made now of 212 lakh partly con¬ 
vertible debentures, 10 lakh debentures are 
being allotted to the UTI, 5,000 deben¬ 
tures to the employees and working direc¬ 
tors of the company, 24,000 debentures to 
the employees and working directors of 
Zuari Agro Chemicals, 8.60 lakh deben¬ 
tures to Indian shareholders of Zuari Agio 
Chemicals, 21.20 lakh debentures to the 
NR Is and overseas corporate bodies, and 
l,75,90,0(X) debentures are being offered 
to the public. Pan A of Rs 100 per deben¬ 
ture is to be converted into 10 equity 
shares of Rs 10 each at par on allotment. 
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be Kdeemed in three equal instalmenti d 
' the end of the 7th, 8th, end 9th year from 
(he date of allotment. The debentures are 
rated by CRISIL as BBB- (Triple B 
miqus). The rating indicates sufficient 
ufety with regard to timely payment of 
interest and principal for the present; 


Jairqi Kapadia 

MARCH has come lo a close and companies 
will be drawing up the accounts for the year 
1992-93 and declaring the same a few weeks 
later. There are apprehensions that the 
results will not be very encouraging and 
rather disappointing actually due to reces¬ 
sionary conditions in industries and (he 
hefty interest burden borne by companies for 
borrowed funds after interest rates on both 
bank borrowings and term loans were hiked 
during the year. Besides, manufacturing 
costs remained on the rise. In this connec¬ 
tion, a study of the year's first-half (April- 
September) results of 370 sample companies 
made by the Industrial Credit and Invest¬ 
ment Corporation of India (ICICI) yields 
some significant revelations. 

The broad tlndings are that net sales and 
gross profits (profits before interest but after 
depreciation) of the companies studied 
showed a modest growth over the correspon¬ 
ding period of the previous year. In ag¬ 
gregate figures, net sales increased 17.7 per 
cent from R$ 34,042.15 croie to Rs 40,056.98 
crorc, and gross profits by 8.8 per cent from 
Rs 4,595.03 crore to Rs 4,999.53 crore. But 
manufacturing expenses rose more than 
sales, increasing by 19.1 per cent from 
Rs 29,096.56 crore to Rs 34,665.63 crore. 
Depreciation charge also recorded a rise of 
21 per cent from Rs 1,326.62 crore to 
Rs 1,605.42 crore. It was due to the very 
substantial increases- in manufacturing 
expenses and depreciation that growth in 
gross profits did not correspond to the 
growth in sales. 

However, interest charges recorded the 
maximum rise of 24.8 per cent as the total 
amount went up from Rs 1,838.86 crorc to 
Rs 2,295.47 croie for the 370 sample com¬ 
panies. As a result, profit before (ax showed 
a setback of 1.9 per cent from Rs 2,756.17 
crorc in the first-half of 1991-92 to 
Rs 2,704.06 crore in (he Hrst-half of 1992-93. 
But this was more than offset by a drop oi 
21.3 per cent registered in the provision for 
tax as this declined from Rs 884.19 crore for 
the six months of 1991-92 to Rs 6%.05 crorc 
for the six months of 1992-93. Interest reduc¬ 
ed taxable profits while increased deprecia¬ 
tion also helped to effect a saving in lax. 

The position was hence restored in pro¬ 
fits after tax with the aggregate figure 
showing a rise from Rs 1,871.98 crore to 


likely to lead to a weakened capacity to 
pay interest and repay principal than for 
(Ventures in hitter rated categories. SBI 
Capital Markets, IDBI, ICICI, Bank of 
Baroda and J M Financial Consultancy 
Services are the lead managers of the 
issue. 


Rs 2,008.01 crore and making for an increase 
of 7.3 per cent from the April-September 
period of 1991-92. At the same time, the 
ICICI study has some curious findings. For 
instance, while there was a consistent fall in 
the ratios of profits before tax to sales since 
the first-half of 1991-92, gross profit margin 


formance of private sector compamesuBM 
second-half of 1991-92. Furthennsre; the 
cross-frequency distribution of companicf 
on the basis of profits before tax lo sala 
ratio reveals that the number of non-profit 
making companies declined from 42 (in 
April-September 1991) to 23 (in April- 
September 1992). 

UPPER GANGES SUGAR 

Rise in Prodiietion CoBts 

Higher crushing of sugarcane (108.99 lakh 
quintals, which was a record as against 81A4 
lakh quintals in the previous year), longer 
.crushing period (243 days as against 200 
days previously) and increased average sugar 
recovery (9.59 per cent as against 9.18 per 
cent) outline the results of the Upper Gai^ 
Sugar and Industries whose board of direc¬ 
tors is headed as chairnum by K K Birla. But 
while the results are impressive, the provi¬ 
sions for depreciation and taxation have also 
worked out more. Hence, post-tax'profits 
have worked out less at Rs 164 lakh for the 

/Ks lakh) 


The W««k'H Companies 


Kirloskar 


Financial Indicators 


Income Atxpensrs/profils 
Net sales 
Excise duly 
Other income 

Incieasc (decrease) in year-end 
finished slock 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating profits 

Inieresl charges 

Gross profits 

Depreciation 

Profits before tax 

lax provision 

Profits after tax 

Dividends 

Liahiliiies'ussels 

Paid up capital 

Reserves and surplus 

Long icrin loans 

Shorl icrm loans 

Other liabilities 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which finished goods 

Receivables 

Ixians and advances 

Cash and bank balances 

Invest menis 

Other assets 

To -1 liabililies/asseis 

A'ev fmam ial ratios 

Turnover ratio 

Return on sales "o 

Return on invcsimcni<v« 

Return on equity (X'o) 
harning per share 
Dividend (%) 

Book value per share (Rs) 
Current market price 
IVI.: ratio 


and Industries 

. Brothers 

Tune 

1992 

June 

1991 

March 

1992 

Marm 

1991 

6770 

6291 

18927 

14704 

791 

604 

:oi 

3l 

114 

70 

178 

173 

1761 

265 

I2v 

304. 

5806 

4285 

10144. . 

8265.. 

ISO 

159 

383 

349 

567 

429 

1388 

1103 

714 

599 

2603 

2044 

.179 

305 

2345 

1786 

1075 

849 

2254 

1633 

420 

261 

772 

576 

6S5 

588 

1482 

1059 

276 

232 

266 

211 

379 

356 

1216 

848 

215 

146 

596 

370 

164 

210 

620 

478 

37* 

37* 

108 

92 

152** 

152** 

i307 

307 

2160 

2026 

2013 

1301 

950 

711 

1139 

%4 

3139 

1981 

3996 

2641 

1918 

1243 

6852 

5212 

3879 

3214 

4201 

3532 

1361 

1102 

2157 

1917 

4494 

2751 

4263 

4012 

3977 

2216 

2464..V 

2233.. .. 

294 

229 

4115 

2488 

297 

253 

2663 

2182 

173 

212 

129 

70 

299 

283 

487 

382 

70 

19 

5 

4 

8318 

6113 

13706 

I070S 

0.81 

1.03 

1.38 

1.37 

9.68 

9.35 

7.83 

7.20 

7.87 

9.62 

10.81 

9.89 

7.09 

9.64 

26.72 

26.44 

11.18 

14.28 

20.17 

15.54 

25 

25 

35 

30 

157.17 

148.07 

73.51 

58.84 

64 

— 

147.50 

— 

5.72 

— 

7.31 

— 


» Rs 27,2.l.'l preference dividend. ** Rs 458 lakh preference share capital. + covers only wwl^ 
in-progrevs. ++ includes difference in stock-in-trade. ♦ ♦ of which work-in-progress<K$ taio 

lakh, f 4- + + of which work-in-progress Rs 158.5 lakh. 


-JK 
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year ended June 30, 1992 compared to 
Re 210 lakh for the previous year. 

The year’s results an* to be examined 
apain*! the backdrop of sqrplus sugar pro¬ 
duction in the country, the fiee market-levy 
supply ratio maintained ai 5S:45 and higher 
ttatutory minimum price of sugarcane Tix- 
^ by the government together with an in¬ 
crease in the levy price of sugar. In UP, 
where the sugar factory and the distillery of 
the company are established, the state 
government hiked the sugarcane price from 
Rs 41 per quintal for the previous season to 
Rs 4S per quintal, which was much more 
compared to the central government’s in¬ 
crease from Rs 23 to Rs 26 per quintal. As 
the industry contested in court the state level 
price; the government relented by revising 
the price to Rs 41. .The levy price for the 
company for the S-29 grade sugar was fixed 
at Rs 603.03 per quintal based on BICP 
report as against Rs 338.60 fci the 1990-91 
season. 

The directors report that due to steep in¬ 
crease in the price of sugarcane and with 
higher interest rates atid following increa-scs 
in cost of inputs, cost of production of sugar 
has gone up substantially while free sale 
sugar realisation has remained highly 
depressed on account of excessive releases, 
with the result that prontability is adverse¬ 
ly affected. However, the company expects 
to crush still more cane during the 1992-93 
season. 

The distillery showed better production 
and results and is expected to show a further 
improvement during 1992-93. Pioductioii 
and sales were higher also by the Cin- 
naiolliah tea garden at Lakliimpur North, 
Assam, though on account of drought con¬ 
ditions there is expected tu be a marginal 
decline in 1992-93. Production and sales of 
Morion confectionary and milk products 
factory were more, but the results were 
adversely affected due to a steep increase in 
the cost of production without a coircstion- 
ding increase in selling prices. Performance 
was maintained of Birla Textile Mills, which 
is owned by Texmaco and run by the com¬ 
pany under a working arrangement in part¬ 
nership with Sutlej Cotton Mills and Ciobind 
Sugar Mills. 

KIRLOSKAR BROS 

Pursuit of Productivity 

Talking of Kirloskar Brothers, chairman, 
S L Kirloskar, observes in his statement to 
shareholders: “I am proud to inform you 
ihat our manufacturing divisions have beer* 
following relentlessly a pursuit of excellence 
in quality both of products and cifstomer 
icrvice and also in improving productivity 
»f our workforce” This observation by 
Kirloskar sums up the working position and 
the financial results of the company during 
:he year ended March 31, 1992. With im- 
fiaved results, the dividend is increased from 
K) per cent to 33 per cent for the year. 

Despite global competition the company 
iron a S 10.4 million (Rs 270 million at the 
aichange rate prevailing at the time) order 


for pumping equipment from Egypt. This 
is tlw largest single contract it has claimed 
yet. The company is well positioned to pro¬ 
fit from the freer economic policies of the 
government. At home, it bagged the Rs 160 
million contract against .stiff international 
competition from the Bombay Suburban 
Electric Supply for cooling water pumps lot 
its Dahanu thermal power plant. Export 
related business of the company, whose 
focus remains on compressors, high tech¬ 
nology pumps and machine tools, recoided 
a higher income of Rs 173.76 million and. 
after a foreign exchange outgo of Rs 8.'.38 
million, resulted in net earnings of foreign 
exchange worth Rs 88.38 million. The 
Kirloskarwadi manufacturing division was 
awarded the National (Quality Award for 
1991 for outstanding achievement in the pur¬ 
suit of quality excellence in product, process 
and service by the Institute of Directors, 


which represents business, industry and the 
government of India. The hermetic com¬ 
pressor factory meanyvhile won the National 
Productivity Award for the third lime in four 
years. 

The company is entering sericulture for 
diversification for which it has floated a new 
company called KtrlOskar Silk Industries. 
Meanwhile, the new plant at Alit, near 
Karad, has commenced production of tmm- 
pressors. The project for manufa^ure of 
submersible pumps under licem^ from 
l-.hara Italia, SpA, in a new plant being 
erected at Shindewadi, near Shirwal, is pro¬ 
gressing. Oui the other hand, since the dose 
of the ycai under review the company has 
disposed investments in SPP Inibrnational, 
UK, and SPP Inc, USA. But while it has 
come out of the two joint ventures, the 
export business through SPP-relalgd 
organisations is to continue as before. 




A LION IN THE 
CEMENT WORLD! 

Priya 



We Manufecture: 

OPC - 33 GRADE 
OPC-43 GRADES 
OPC-53 GRADE 
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Calcutta Diary 

AM 


Deny the common people their basic food, export rice, earn 
foreign exchange for purchasing from wiestern countries double- 
door refrigerators, colour television sets and computers in c k d 
condition. The poor would die even as the affluent settle down to 
enjoy their high living. At that stage the finance minister might 
even interject: the poor need not die. they should wrap their 
hunger with jamdani .saris. 


THE explosions ripping apart Bombay 
notwithstanding, this country continues 
to exist, simultaneously, on widely 
separate time-frames. The credibility of a 
particular economic philosophy thus dif¬ 
fers between regions and communities. 
That goes for the acceptability of what 
passes for a joke too. Jokes arc evocative 
of specific cultural milieus; something 
which sparkles on Raisina Mill will be a 
damp squib in many other parts of the 
country. The finance minister cannot be 
personally ncld responsible for the texture 
of jokes he studs his budget speech with; 
these are the products of his em iions, and 
arc manifestations as much of culture as 
of economic beliefs, it cannot be held 
against an individual that he/she is a 
reactionary or a communist, and this even 
when he/she is made to stand blindfold 
against the wal' and his/her body is 
riddled with bullets on the ground that 
he/she is a reactionary or a communist 
(the two categories, one is told, are one 
and the same these days). No tongue-in- 
cheek angle in this statement, the in¬ 
dividual is of course liquidated because 
of his political or economic views or 
cultural affiliation; there is however 
nothing personal about it. 

A certain joke the finance minister ven¬ 
tured into in his budget speech is none¬ 
theless making the waves, and with 
rca.son. Now that he has taken the import 
duty off jamdani saris brought in from 
Bangladesh, the ladies in West Bengal, he 
suggested, will be ever so grateful to him; 
a concittte expression of this gratitude, the 
finance minister hoped, will be the spec¬ 
tacle of such ladies remonstrating with 
CPI(M)/CPI members of parliament 
from that state and injuncting them from 
speaking ill of the finance minister and 
the government he belongs to. This joke, 
if it is that, is worth writing a whole Php 
dissertation about. True, it will run into 
a few little local difficulties with the 
Gloria Steinem school of thought. The 
supposed joke, those belonging to this 
school will fume, is, what is that expres¬ 
sion, execrable, a blatant example of 
gender bias. The finance minister’s state¬ 


ment, it will be alleged, relegates women, 
ladies if you will, into playing a particular 
role model; it is as if their universe con¬ 
sists of apparel and frippery and apparel 
and frippery alone, as if their allegiance 
is subernable by a mere gesture of lower¬ 
ing the import duty on, and therefore the 
price of, a line of saris. This, it will 
perhaps be maintained, is gross gender 
libel. There is an outside chance that one 
or two Steinemites will lodge a public in¬ 
terest case with the Supreme Court. They 
could claim civil damages, and demand 
that the finance minister be compelled to 
delete, ex post, that supposed joke from 
his budget speech, it being derogatory to 
women as a class. 

It IS however the other facets of the 
finance minister's utterance which provide 
grittier meat for thought. Vide the sarkari 
Ikonomk Survey, latest edition, the coun¬ 
try's per capita national income is around 
Rs 2,100 at 1980-81 prices and around 
Rs 5,500 at current prices. Even with the 
import duty fully off. the cif price of a 
jamdani sari will be quoted anywhere 
from Rs 2,000 up to Rs 20,000 or more.. 
The annual income of an average Indian 
will therefore just suffice to buy a couple 
of Jamdani saris if these are of the 
cheapest varieties; if the average Indian 
is choosy about quality, he/she would 
have to lay aside his/her accumulated ear¬ 
nings over five or ten years before he/she 
could aspire to buy a single Jamdani sari, 
and Indian men, or for that matter Indian 
women cither, do not live by Jamdani saris 
alone. The finance minister has obvious¬ 
ly not the foggiest notion of the realities 
of Indian living. The ladies in WKt Bengal 
will have no occasion to feel gushingly 
grateful to him; the CPI(M)/CPI MPs will 
also be .saved from the embarrassment of 
being lobbied by the ladies so that they 
might proffer their support to the finance 
minister and the government he belongs 
to. 99.999999999999 per cent of the 
ladies/women in West Bengal will not 
chance to sec a Jamdam sari during their 
entire life span, not to say anything ol 
their not having the resources to buy one. 

It is right here that the quality of mercy 


should, like gentle rain, drop from heaven. 
Ha\c a heart, the pour finance ininisicr 
cantiot be personally held responsible for 
the titnhrc of h's exercises in levity. He has 
had few occasion' to step out of the con¬ 
fines of New- IX’lht; the big, wide country, 
of which he happens to be the finance 
minister, is an unknown category to him. 
His jokes are pattertied after the ambience 
of the natio"’s capital, which is infested 
by tnillionaires and billiotiaires, so many 
limes millionaires and billionaires that 
they can afford to let the charwomen they 
employ u.se a jamdani sari as rag for mop¬ 
ping the floor wtthv I'hat the finance 
mtnistcr’s budget joke went down so well 
in New Delhi is therefore hardly surpris¬ 
ing. The budget was of New Delhi, by 
New Delhi, for New Delhi. The loot, col¬ 
lected fioni all over the country, is piled 
in the nation's capital. So much money is 
lying in a heap oxer there that even a Jam¬ 
dani .sari is robbed of its lustre: in any 
case, it is not silk, nor does BangUdesh 
quite make the grade as 'foreign'. A 
cultural gap spreads il.self here too. Such 
are the incongruities that are the ingre¬ 
dients of India: in West Bengal, where it 
will be cherished, a jamdani sari will be 
beyond the reach of 99.999999999999 per 
cent of ladie.s/women; in New Delhi, 
where ihe wherewithal to acquire it will 
not be a problem, ii will be barely in de¬ 
mand. The finance minister, in other 
words, has wasted a juke. 

Or perliaps not. There is a morality 
lesson lying hiiiicd somewhere. At issue 
is the philosophy which propels the 
ministry of finance and the government. 
The majority oi pie nation do not clearly 
figure in official prognostications; or, if 
they do, the role assigned is that of in¬ 
nocents offered loi .l.'iiighier. The pre¬ 
budget hikes in administered prices were 
meticulously craltcd so as to make life 
and living unhcaiable to the common 
p<>pu!ai.e; the laiict will jolly well have to 
pay the puce lor il"- apid economic- 
strides the nation is reportedly loaking. At 
the other end, ih-- .icrv co'icessions ac- 
c-orded in the hiidvc: ire scrupulously in¬ 
tended to’casc for ii.'c upper cia.s:,.; the 
uncrou' burden ol high living. Since it is 
only the rich who inattcr, the ministerial 
jokes too arc coii.-iii.s'- icd exclusively for 
them. Wheiher the iiiferinr citi/.enry are 
e ;:;u!ly able to appreciate it is of indif¬ 
ference to Noriii BliK'k. One must ap¬ 
preciate the specific. ol the class bias that 
is at work. The poiii' can be illustrated 
with reference to the laiiioiis scam. Did 
it involve a diaiii to the country's finan¬ 
cial sysicni of the order of Rs .100 crore— 
a.s was given on* when ttie .story first broke 

in the middle of last year.or does the 

drain exccird the ainuuiii of Rs 5,000 crore, 
as has been suggested of late by the Cen- 
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iial Bureau of lavestigation. or will the 
total pilfered sum spill even beyond 
Rs 10,000 crote by the time the Joint 
ftriiamentary Committee winds up its af¬ 
fairs? The actual figures however do not 
matter; to a globalised administration, the 
entire issue is beside the point. Hints have 
already been dropped that the nation’s 
obsession with the scam, just like its 
obsession, a few years ago, with the Bofors 
bribes, is being carried to unjustifiable 
excess; even were an amount of Rs 10,000 
crore skimmed off from the nationalised 
banks on account of the scam, so what, 
the bulk of this money is bound to be 
spent on conspicuous consumption and 
such spending will prove an immense 
boon to Indian economic growth. If some 
far-out ones cannot appreciate either 
this genre of economics or the finance 
minister’s jamdani sari joke, why, it is 
their funeral alone; India, that is. New 
Delhi, will march ahead despite the 
nitpickers. 

It is the grandeur of the overall .strategy 
that commands attention. A rather un¬ 
comfortable fact emerges from the cold 
statistics for the past ten years; farm pro¬ 
ductivity in the country has reached a 
plateau, the potential of both the high- 
yielding varieties of seeds introduced a 
quarter of a century ago and the existing 
irrigation system is almost totally ex¬ 
hausted. The rate of growth of rarin out¬ 
put is consequently lagging behind the 
rate of growth ol' population, five con¬ 
secutive season.s of good monsoon have 
somehow saved the day, otherwise per 
capita availability of foodgrains today 
could have slipped below what it was a 
decade ago. I^nd reforms arc out for class 
reasons, and the government does not 
have the funds to construct new irrigation 
systems in those parts of the country where 
nrilti-crop practice has not spread because 
of lack of water. Should the rains fail in 
any of the coming years, the situation 
could therefore turn dangerously sticky. 

The government evidently does not 
think so. It has pledged to the credit- 
giving international financial agencies 
that it will in no time attain the export 
growth target of 15 per cent per annum, 
itever mind if the current rate is barely a 
little more than 3 per cent. External cir¬ 
cumstances arc not propitious lor su.stain- 
ing such export optimism. Even without 
the threat of the Super and Special 301 
provisions of its Trade Act, the United 
States, still very much in the throes of the 
economic recession, is unlikely to accept 
more of Indian manufactures and semi¬ 
manufactures beyond what it is already 
doing; this goes for jewellery, textiles, 
garments, leather goods and marine pro¬ 
ducts too. Economic growth in Western 
Europe as a whole is going to be negative 


in 1993, and is projected to rise only 
nominally next year; extra imports from 
India is not on anybody’s agenda there. 
And one can as well forget the prospects 
of selling goods to the Russian republic 
and the rest of the CIS countries in the 
near future; they will conceivably ask for 
an advance dollar credit before they could 
be persuaded to resume their traditional 
trade links with India. Boris Yeltsin’s 
eyeball-to-eyeball confrontation with the 
parliamentary leaders in any case renders 
any prediction touching Moscow and its 
environs a bit dicey. 

The gladiators in New Delhi arc not to 
be deterred. Per capita farm output may 
be declining. But India is. the geography 
textbooks are adamant, primarily an agri¬ 
cultural country, so why should we not 
revert to our rule in the colonial times, and 
begin to export farm products on a large 
enough scale? Take rice, for instance. We 
currently export only Rs 400 crore worth 
of this cereal each year. In case the 15 per 
cent target of growth in exports is to be 
achieved, the ex[xtri of rice, the authorities 
have reportedly already reached a deci¬ 
sion. should be pu.shed up ten to twenty 
times, say up to the level of Rs 10,000 
crore by 1995. We could not of course dare 
a similar export drive for wheat. lor- 
tunalcly or unfortunately, the domestic 


price for this grain is higher than the 
prevailing international price, export is 
therefore out. Such an init>cdimetH does 
not stand in the way of rice, so why not 
an annual export target of 5 million 
tonnes even? 

Were the rains to fail in any of the 
coming years, and we are meanwhile com¬ 
mitted to export rice of this order, the 
emeiging picture would be fascinating 
beyond words. The polemics of exchange 
entitlements would be of no avail, famine- 
induced deaths would be widespread in 
many parts of the counlry. Even .so, it 
would be a great wrench if the aesthetic 
neatness of the economic model were not 
duly appreciated: deny the common 
people their basic food, export rice, earn 
valuable foreign exchange, spend the 
foreign exchange so earned for purcha.sing 
from Western countries double-door 
icl'ngcrators. colour television sets and 
thousands and thousands of computers in 
c k d condition. The poor would die, even 
as the affluent settle down to enjoy their 
high living. At that stage, the tinant*c 
minister might even interject: the poor 
need not die, they should wrap their 
hunger with jamdani saris. Or maybe he 
should desist from casting his (learls of 
jokes before the pooi, who arc, objectively 
speaking, little superior to swine. 


Seminar on Women, Poverty and 
Demographic Change 

CALL FOR PAPERS 

A seminar (in Vtiimeii. Poverty, and Demographic (,hanj;e is heiii)’ 
oi)(ani/ed by the U SSPfaimmillee on r.eiuU r ;iiul iNipiilatioii Papers 
are beinf; solicited for all .sessions, which include I Hie (.onse 
quenees of .Macro Economic and Social (.ondiiions lor Women in 
Poverty; II. Women in Povens; Implications lor 'l lieii l.conomic Ac 
livity; ill. Women in Poverty. Implications lor I'criiliix and (.liild 
Care; IV. Women in Poverty. Conscciuciucs lor Health. V Women 
in Poverty implications for Their Rolc-s m the lamily. \'l Women 
in Poverty; Implications for Mij'n.tion; \'ll Women in Poverty. t 'se 
of Kesoiirees and the l-a'ivironment leniatise dale and place 
iNovember I i. IWi, Mexico lor fiirilier inlormaiion. ( (intact Hrimo 
Kemiche. Executive Secretary. It SSP me des .yii};nstins. lOIK) 
l.iege. Helniiim l•a^:^ll)J2 5K i" —lei. ( 1 1)lO Hit 'li. lex lihiK 
popim b—(.able i’opunion Liege 
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Sri Biju Patnaik 

Chief Minister. Orissa 



Sri Harish Ch. Buxipatra 

Minister, Commerce and Transport 


ORISSA MINOR COMMERCIAL PORT MARCHES AHEAD. . . 


GOPALPUR MINOR PORT MAKES STEADY PROGRESS YEAR AFTER YEAR AS ITS 
ACHIEVEMENTS NOTED BELOW SHOW: 


Year 

Tonnage Handled 

Rs. in Lakh 

199l)-91 

60.000 

37 

1991-92 

1.50.000 

105 

1992-95 

2.05.000 

155 


Sri iiurish (^h. Buxipatra 
tlon'hle Minister 
t^omnUTce aiui Transport 
(ittvernment t>f Orissa 


For further details please contact. 

sn D r PM ! 

(.onstrm Ittui Ln)>ini-cr. (ittpalliur Fftrt Project, 
tierhampur, tUinJum Dist. 
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COMMENTARY 


NEW. DELHI 

New-Look Farm Policy 

BM 


The demonstration of farmers organised by Sharad Joshi under 
official patronage in favour of the GATT package for agriculture 
is indicative of the alignment of social forces taking shape in 
Indian agriculture and its political implications. 


THE government, when it was formed 
and embarked on the .so-callcd structural 
adjustment programme in mid-1991, 
engaged itself entirely with what were 
called 'bold* pPlicy initiatives for industry 
and foreign trade. Agriculture and allied 
sectors, to begin with, were by and large 
left untouched. Having very little to show 
for its labours .so far—industrial produc¬ 
tion and investment remain sluggish and 
esports have not picked-up—agriculture 
and allied sectors are, however, beginning 
to claim much more attention now. What 
is euphemistically called a market-friendly 
orientation is'now proposed to be given 
1 strong push in agriculture and is 
expected to give better results than have 
been forthcoming from the ‘reform’ of 
industry and trade. It is also suggested 
that industry and trade, on their pan, are 
keenly interested in the extension of the 
reform programme to agriculture and 
allied sectors. Such an extension promises 
to open up new opportunities for pro¬ 
fitable business. The union budget for 
)993-94 supposed to have reflected this 
orientation and the export-import policy 
announced a month later is seen to have 
made this position more explicit. 

There are a whole lot of adjustment 
measures being considered, pressed fur Hy 
industry and trade interests acting in con¬ 
cert with the farm lobby. The emphasis is 
on a free market in agricultural com¬ 
modities, including foodgrains, and 
reform of laws governing ownership ol 
land and lenanc'y in agriculture. Ciuvern- 
meni spokesmen, the most prominent 
among them being the minister of .igri- 
cullure, Balram Jakhar, and represen¬ 
tatives of big commercial tanners have 
been harping on agriculture being treated 
as an industry. This has implications not 
only for pricing and marketing of farm 
produce but also for lanjownership and 
tenurial patterns. The farm lobby has been 
demanding that there should be ‘parity of 
prices' between what the surplus farmers 


sell and what they buy from non- 
agricultural producers in the domestic 
market. The demaitd necessarily implies 
that it would be in order to export 
agricultural produce rather than use it for 
the satisfaction of the needs of those in 
the country who, for want of purchastng 
power, are unable to provide a profitable 
market for further increases in farm pro¬ 
duction and produettvity. Further, special 
incentives must be provided for exports 
to weaken the puli of the domestic market. 
So far as landowncrship and the tenurial 
system are concerned, having succeeded 
in thwarting land ceiling laws and laws for 
providing security of tenure to the actual 
cultivator, the big larmers now want lif¬ 
ting of all restraints on further concentra¬ 
tion of land in their hands. 

The thrust of official policy in the 
ifgriculturai sector has been inspired, since 
the beginning of the 80s, by the notion 
that after the 'first phase' of the Green 
Revolution had helped the stoppage of 
foodgrain impirrts, India should strive for 
'he 'second stage' which would make 
India one of the ‘grain powers' in the 
world. But the policy measures so far have 
been intended to enlarge the sys’em ol 
subsidised supply of modern inputs and 
financial assistance and to provide price 
incentives for commercial farming. What 
may be regarded as the optimal returns 
from such measures were, however, 
achieved by I983-84. There have been 
diminishing returns since then. But the of¬ 
ficial policy has remained stuck with these 
measures, even as labour-intensive sub¬ 
sistence farming has been neglected. 

A significant off-shoot of these 
developments has been the demand that 
priority should be given to what is called 
the ‘globalisation principle' in the deter¬ 
mination of the prices of farm com¬ 
modities and their free movement in the 
domestic market as well their export and 
import. The concept of fcx>d secuiity is 
no longer important in official policy. 


Hence the urge for .steep increases in the 
doniestic puce of foodgrains to bring 
■ hem on par with world prices. If, 
liowevei. the high priced world market is 
to be tapped to improve supplies of farm 
commodities, in particular fiKidgrains, in 
the domestic market and their prices for 
Indian consumers are to be kept within 
atloidable limits, the government would 
need to subsidise their sale to the domestic 
consumers. The government will be placed 
iti the awkward, indeed untenable, posi¬ 
tion of having to subsidise fomlgiains as 
part of the policy package for agrtcullure 
within the ambit of the structural adjust¬ 
ment programme itself. 1 his has already 
become an issue of contention. Side by 
side, the vain idea is iK’ing enter tained that 
large export sin pluses can be extracted 
from this sector. If this is seriously at¬ 
tempted to be put into practice. 60 per 
cent of the Indian population which 
depends for its livelihood on the 
agricultural sector will have to be sub¬ 
jected to deprivation and exploitation. 
What is ironical is ihai while priority is 
given to the export ol farm commodities, 
inef'iding fmidgruins, measures to procure 
adequate quantities of foodgrains from 
the surplus fanners is tending to be relax¬ 
ed so that import of foodgrains has to be 
considered as essential to run the public 
distribution system, even if its scope and 
scale are pruned and it is limitc*d to only 
those below the poverty line. 1 he implica¬ 
tions, economic and six.-ial, of the rigging 
of the foodgrains market, by the trader- 
rich farmer nexus so that supplies tend to 
flow towards high income consumption 
centres where open market prices are high 
and there are upward revisions of priKua-- 
ment prices in the name of ‘incentive for 
production' bui actually to boost the 
income of surplus farmers and profits of 
the tiaders, are being L 7 nicully ignored 
under the present political dispensation. 

A Uigical extension of the globalisation 
process lor agriculture is that agriculture 
must he given a wider and sharper 
business orientation so that not only the 
entrenched rich farmer in the farm .sec¬ 
tor is encouraged to invest in commercial 
agriculture but urban industry also finds 
scope for investment in agriculture and 
allted sectors. A case is. therefore, being 
made lor scrapping the land ceiling laws 
and for free leasing out of land by small 
farmers to urban industry and business 
interests. The thrust of this proposition is 
obviously to drive out what arc called 
non-viabic farmers from their land by 
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indiicing them to either sell or lease out 
their land. When, therefore, the prime 
minister talked the other day about the 
tardy implementation of land reforms, he 
was really being facetious. In any case, he 
ha^ iKtrsonally been thoroughly exposed 
as a typical specimen of the notorious 
Telengana landlords holding on stub¬ 
bornly to lands above the ceiling for two 
decades. 

The socio-economic implications of the 
emphasis on export of farm commodities, 
in particular wage goods, which has been 
proclaimed in this year's Exim policy too 
must be noted. The government is trying 
desperately to fulfil the commitments it 
has entered into with the foreign creditors 
in respect of the management of different 
sectors of the Indian economy. It finds it 
necessary to open up agricultuic as well 
for corporate business and multinational 
corporations, and give freedom to surplus 
farmers and traders to market farm pro¬ 
duce within the country and abroad. 
Official policv is, ttierefore, being geared 
to assist only those farmers who are in a 
position to produce mainly for the 
market, domestic and external. Small 
farmers, even if they produce more per 
hectare by intensive use of family labour 
than big farmers who deploy labour- 
saving technology and machinery, with 
large import-content, to produce more per 
person employed, are becoming irrelevant 
to the thrust of official policy. It must not 
be missed either that it is one thing to plan 
for the export of tea, jute textiles, cotton 
and cotton textiles and even products of 
horticulture and lloriculture, even if it 
involves curbing of domestic demand. But 
ihe idea of exporting basic wage goods 
and items of essential mass consumption, 
above ail foodgrains, at the present level 
of their production and given the un¬ 
satisfied need for them in the country is 
wholly perverse. 

Export of handicrafts and products of 
village industries—in which a vast seg¬ 
ment of Indian humanity is engaged for 
livelihood—too is a part of the export 
strategy as it is evolving. But handicrafts 
and small-scale industries are the same 
lime being exposed to brutal competition 
from modern, capital-intensive industry. 
Will the new schemes of upgradation o1 
I he technology of handicrafts proposed to 
be financed by the National Renewal 
Fund and the proposed Agri-Business 
Corporation solve the problem or add to 
the woes of the handicraft workers and 
workers in small-scale industry arc. 
however, questions seriously to be posed. 
What is being done is the canalisation of 
the exports of handicrafts and products 
of village industries by urban business in¬ 
terests who make large profits from this 


activity, without, of course, much per¬ 
colating effect in favour of those who eke 
out their living from handicrafts and 
village industries as producers and 
workers. There are also plans to launch 
a variety of prujeci.s, based primarily on 
foreign investment, for processing fruits, 
vegetables and foodgrains. together with, 
of course, the manufacture of alcohol and 
soft drinks. The decision to allow import 
of fruit, vegetable and foodgrain seeds for 
growing suitable processing materials for 
this purpose is conceived as a giant step 
forward in the evolution of a policy- 
package for the development of a new- 
iook Indian agriculture. The new com¬ 
merce minister, Pranab Mukherjec, after 
some initial hesitation, has become an 
ardent votary of the GAIT package for 
agriculture. The Exim policy relics on 
liberal import of inputs and machinery for 
commercial farmers to enable exports to 
be generated. 

An interesting proposition put forth by 
Balram Jakhat in this context is that a 
demarcation must be made between those 
who possess land by inheritance and those 
who muscle in on the farm scene by ac¬ 
quiring agricultural land. He has been 
contending that hereditary landlords had 
already suffered deprivation from the ceil¬ 
ing on ownership of agricultural land and 
there wa.s, in addition, fragmentation of 
landholdings with the passage of time. He 
wants e.specially favourable price and 
fiscal incentives for the big hereditary 
farmers. After so successfully thwarting 
laws placing a ceiling on the ownership of 
land and preventing any worthwhile 
redistribution of land among poor 
farmers and landless agricultural 
labourers, the big farmers who.se interests 


are so forcefully articulated by Jakhar are 
naturally enthusiastic about commercial 
agriculture and seek avenues for free sale 
of farm produce in the market, not only 
domestic but also international. That is 
why Jakhar is clamouring for treatment 
of agriculture as industry. He is seeking 
recognition as the chief spoke.sman of the 
landed gentry. 1'hc gentlemen farmers he 
lepresents are not engaged directly in 
farming but retain remote ownership and 
managetnent control of their lands from 
which they derive large incomes. They are 
engaged, side by side, in other professions, 
mostly outside the rural areas and derive 
si/cabic additional incomes. It is this class 
ol rich farmers with lung feudal tails who 
can easily combine with comprador big 
business in a vicious alliance to provide 
the social base for thwarting whatever 
half-hearted and halting progress had 
K'cn made towards a self-reliant and 
siKially broad-based path of developtnenl. 
l-.ven while the role of rich and middle 
farmers rmisi be distinguished from that 
of Ihe thill segment of gentlemen farmers, 
the combination of gentlemen farmers 
and comprador business interests, which 
manages to draw under its influence 
segments of the middle class in urban and 
rural areas, provides a powerful social 
base to the ruling elite lor pushing ahead 
with the so-called globalisation process 
and the siruciunil adjustment programme 
on behalf of foreign interests trying to 
bring India under their hegemony. The 
demonstration of farmers organised by 
Sharad Jushi under official patronage in 
favour of the GAIT package for agri¬ 
culture is indicative ol the alignment of 
social forces taking shape in Indian 
agriculture and its political implications. 


Agrarian Relations and Accumulation 

The ‘Mode of Production* Debate in India 
Edited by 
Utsa Patnaik 

Contributors 

Hamza Alavi • Jairus Banaji • Paresh Chattopadhyay • Andre Gunder 
Frank • A Majid • Madan Mohan Mukhopadhyay • Gail Omvedt 
• Ufsa Patnaik • Pradhan H Prasad • R S Rao • Ashok Rudra • 
Ranjit Sau • B D Taitb 

pp viii + 272 Rs 225 

Available from 

OXFORD UNIVERSITY PRESS 
Bombay Delhi Calcutta Madras 
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Is the world’s 

best open-air school closing down? 

Nature, it’s the best open-air school open to mankind. Unfortunately, this school is facing bad times. Thanks to 
man. And his destructive ways. ^ At Indianoil, we understand how important it is to maintain the ecological 
balance. To us, fresh air and clean water are as precious as oil. One cannot be sacrificed for the other. 
Never. When setting up our refineries, environmental protection is foremost on our minds, never an 
afterthought. We regularly monitor air quality (at every single refinery of ours) to check air pollution. Effluent 
discharge is analysed 365 days of the year. It is progressively treated and productively used for irrigation. As trees 
breathe life into our environs, we have developed green belts around our units. Ecological parks too. Last year, 
we planted more than one lakh trees. All of us are indebted to Nature. So let’s preserve its pristine glory. 
Or soon, a beautiful memory is all that will remain of it! 
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Determining Limits of Pesticide 
Exposure 

A|Mirna Viiiwanalhan 

In view of the inadequacies of Codex's approach toward 
regulating carcinogens India should decline to adopt the Codex 
system prescribed by the Dunkel Draft and hold the view that 
there is no safe level of exposure to cancer causing pesticides. 


ON February 22, the US Supreme Court 
declined to consider an appeal by the Na¬ 
tional Agricultural Chemical AsstKiation 
of the July 8, 1992 ruling of the US Court 
of Appeal (9th Circuit) that the US En¬ 
vironmental Protection Agency (EPA) 
‘has no discretion' to permit ihv use of any 
pesticide which causes cancer in humans 
or laboratory animals, that is, a carci¬ 
nogen, as a i^uod additive. The Court ol 
Appeal decision precludes the EPA from 
applying section 409 of the Federal Food, 
Drug and Cosmetic Act, the well known 
‘Delaney clause', as permitting the use of 
chemicals which pose a ‘negligible risk’ 
of cancer. Instead, the ruling requires the 
EPA to apply the Delaney clause as set¬ 
ting a ‘zero-risk’ standard which prohibits 
the use ol pesticides which create any risk 
of cancer as a food additive. The Supreme 
Court’s refusal to review the appellate 
decision leaves intact the fundamental 
premise of the ‘zero-risk’ standard that 
there is no safe level of exposure to 
carcinogens. 

While the US affirms its belief that car¬ 
cinogens arc too toxic to permit any level 
of dietary exposure, the Codex Alimen- 
tarius Commission (‘Codex’) assumes that 
a safe level of dietary exposure can be 
estimated for all types of toxic pesticides, 
including carcinogens. (The formerly 
obscure Codex, established in 1962 by two 
United Nations organisations, the Food 
and Agricultural Organisation (FAO) and 
the World Health Organisation (WHO), 
has been vaulted into international pro¬ 
minence because the Draft Final Act Em¬ 
bodying the Results of the Multilateral 
Trade Negotiations (‘Dunkel Draft’) re¬ 
quites that countries adopt the food safety 
standards promulgated by Codex.) 

The Codex Committee on Pesticide 
Residues (CCPR) has established 2,300 
Maximum Residue Limits (MRL), which 
arc the maximum concentrations for a 
pesticide residue that are legally permitted 
on food at harvest time, with respect to 
171 pesticides. The Codex MRLs are bas¬ 
ed on scientific evaluations by expert 
panels that constitute the Joint FAO/WHO 
Meeting on Pesticide Residues (JMPR). 
The JMPR estimates an acceptable daily 
intake (ADI) which is the daily intake 
that, over a lifetime, appears to be without 
appreciable risk to the health of the 
consumer. The JMPR sets MRLs ba.sed on 


the ADI and the expected lesel of residue 
remaining on food uhen the pesticide is 
used according to good agricultural 
practice. 

However, unlike the Delaney clau.se, the 
ADI approach used by the JMPR assumes 
that a safe level of dietary exposure can 
he estimated for all types of toxic pesti¬ 
cides, including carcinogens. Although the 
safety evaluations conducted by the 
JMPR take into account whether or not 
studies indicate that the pesticide causes 
cancer in laboratory animals, the JMPR 
does not view- the carcinogenicity of a 
pesticide as a special health concern. The 
JMPR sets ADIs for pesticides irrespec¬ 
tive of whether they cause cancer. 

Moreover, despite the fact that some of 
the pesticides subject to Codex MRLs 
have demonstrated carcinogenicity, the 
JMPR docs not use a quantitative risk 
assessment pixxx.'dun.’ to determine whether 
the risk of cancer created by dietary ex¬ 
posure to a carcinogenic pesticide is signi¬ 
ficant or negligible. For example, some 
countries prohibit use of pesticides which 
create more than a ‘negligible’ risk of 
cancer defined as one case of cancer out 
of a million people. In contrast, the JMPR 
sets ADIs for a pesticide regardless of 
whether or not it is a carcinogen and 
without defining what is an acceptable 
risk of cancer. 

Regulators at the US Food and Drug 
Administration (FDA) recognise that 
Codex’s assumption that a safe level of ex¬ 
posure can be estimated for carcinogens 
is a legitimate concern. In a recent article 
in Regulatory Toxicology and Phar¬ 
macology 116(1992), John Wessel of the 
FDA writes that “a country may have 
legitimate reasons for not accepting 
Codex MRLs for carcinogenic pesticides”. 
Even Codex appears to acknowledge the 
deficiency in its regulatory approach; at 
its 1991 session, the CCPR recommended 
that ‘‘WHO seek to develop international¬ 
ly agreed principles for the risk assess¬ 
ment of residues of substances that 
have shown to be carcinogenic in animal 
studies”. 

Ilecause the ADI approach assumes 
that there is a safe level of dietary exposure 
even for carcinogens. Codex allows agri¬ 
cultural use of 8 of the 12 most hazardous 
pesticides in the world, known as the 
‘Dirty Dozen' which are banned or severely 


restricted in the US, India and numeraui 
other countries and whose use is dis¬ 
couraged by the World Bank. Accordinig 
to a UN report, these highly toxic pnti- 
cide.s cause over two million poisonings 
annually and over 22,000 deaths per year 
have been documented in India. More¬ 
over, Codex allows the use on food of 20 
pesticides listed on the US EPA’s list of 
‘Suspended, Cancelled and Restrkled 
I’esticides’. 

Codex even permits the use of pesti¬ 
cides which have been withdrawn from 
the market by the manufactuiers because 
of the health and environmental hazards 
created by such products. For example; 
in June 1989, Uniroyal withdrew dami- 
nozide (Alar) from the US market but not 
with respect to sales abroad. The EPA 
had calculated the risk of cancer fhmi 
daminozide as I in l,0(X} and as high 
as I in 100 for infants and children. In 
1990, four manufacturers withdrew the 
fungicides categorised as ethylene 
bisdithiocarbamates (EBDCs) from the 
US market. Three years earlier, the 
US National Academy of Sciences had 
calculated the cancer risk for four EBOCs 
to be as low as I in 1,000. Nevertheless, 
Codex has set MRLs for the EBDC 
group of fungicides and an ADI for dami¬ 
nozide. 

Codex’s assumption that there is a safe 
level ol dietary exposure even for car¬ 
cinogens and failure to define the level of 
cancer risk created is not surprising in 
light of the disproportionate represenia- 
tioii of industry at the Codex meetings. 
According to the Consumers Network on 
Trade (UK), during the most recent (19th) 
.session of the Codex Alimentarius Com- 
mi.ssion, 6IS industry representatives from 
109 multinational corporations partici¬ 
pated on Codex committees while only 16 
persons represented public interest groups. 
The representatives from the 109 multina¬ 
tional corporations outnumbered the 
representatives from all of Latin America 
and the Caribbean combined. 

Despite Codex’s as-sumption that dietary 
exposuic to carcinogens is safe, the Dunkel 
Draft provides that nations cannot adopt 
food safety standards which result in a dif¬ 
ferent level of sanitary protection than the 
C odex standards if such measures are in¬ 
consistent with any provision of the 
Dunkel Draft lext on Agriculture such as 
the requirement that sanitary measures 
minimise negative trade effects. In esseiKx, 
a country may not adopt food safety 
regulations which differ from the Codex 
standards, regardless of the scientific 
justification, if such safety measure is 
considered a trade barrier. However, in 
light of the inadequacies of Codex’s ap¬ 
proach towards regulating carcinogens, 
India should decline to adopt the Codex 
system and, instead, embrace the wisdom 
of the Delaney clause that there is no safe 
level of exposure to cancer causing 
pesticides. 
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TUBE Light 


ORISSfl LAMPS 

"RASHMI” - PIONEERS IT'S WAY TO 
PRODUCE WORLD CLASS TUBE LIGHTS 

fii9Q g4Q Qia^Q gis'eiQi 


I® 


ORISSA LAMPS Limited, 


CORPORATE OFFICE : 55. FOREST PARK. BHUBANESWAR PH : (0674) 400756.| 

FAX 1401742, 401783 j 

WORKS : KHURDA INDUSTRIAL ESTATE. KHURDA 
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Villages of Chipko Movement 

Miilml 

The Chipko movement has spread far beyond the Chamoli district 
where it began in 1971. In several ways the philosophy of the 
movemait is bang carried forward. 


'Km/OK Mrffvasi>oi|r} VMpko Andolan 

Zindabad": 'MaMla Mangel Del Zin- 

dabetT. (Forests awoke; forest dwellers 

awoke; Chipko movement long live; 

Mahila Mangal Dal long live.) 

CHAMOLI district is the birthplace of 
the famous Chipko movement, which 
started as a peaceful movement in the 
beginning of 1970$. The struggle has car¬ 
ried on and is reflected in a large number 
of villages in thousands of other ways, 
which have so far received little or no at¬ 
tention. Mahila Mangal Dais of various 
villages associate themselves with the aims 
of Chipka Veena Devi, Krishna Devi, 
Pushpa Bisht, Sita Devi, Subhadra Devi, 
Indra Devi, Kalavati Devi and in¬ 
numerable other unknown women like 
them are leading various campaigns- 
movements in their areas. Their 
experiences in organising village women, 
their struggle, the reorganisation of 
development schemes, the rethinking and 
restructuring of village life and the inspir¬ 
ing role of a mass organisation (here 
the Dashauli Cram Swarajjya Mandal 
(DGSM)) provide a u.seful message to the 
rest of the country. 

Bacher is about 20-25 km away from 
Copeshwar, the district headquarters of 
Chamoli. Located near the road, the 
forests, fields, common lands, slopes of 
mountains of Bacher from far off only 
look absolutely green and from the point 
of view of environment they look pro¬ 
tected and safe On the road leading to the 
village one sees a beautiful nursery 
built by the villagers and DGSM. Every 
year Bacher and many other villages 
around it take their favourite plants from 
this nursery for tree planting and are 
not dependent for it on government 
programmes. 

The life and world of Bacher has 
changed and is changing since the Chipko 
movement. But the women of the village 
have tried to lead this change on the basis 
of'their priorities. From 1973 the Chipko 
movement gained momentum in the 
region. Demonstrations, dharnas were 
held at various places and women par¬ 
ticipated in large numbers in the 
workshops that were organised. The peo¬ 
ple of Bacher were not directly involved 
in these aaivities at that time but were get¬ 
ting inspired. Women took the initiative, 
called a meeting and for the joint pro¬ 
gramme decided to first of all uke up the 


problem of electricity in the village. The 
villagers since a long time had deposited 
their requests and money for electricity 
but the electricity board had taken no ac¬ 
tion. The women contacted Chandi 
Prasad Bhatt and the Mandal for the first 
time. With their help the electricity board 
was given a warning. Within a few months 
electricity reached the village and women 
look out a victory priKession for the first 
lime. Women came together under their 
own Mahila Mangal I3al. The attention 
of the organisation was drawn towards the 
problem of forests in the village. Private, 
governmental and joint forests of Bacher 
were being destroyed—by the indis¬ 
criminate cutting of trees by the govern¬ 
ment dcpartmcrlts on the one hand and 
the villagers lack of awarenc.ss about 
preserving' forests on the other. The 
women of the village were most effected 
by it as they had to go very far to get wood 
for fire and fodder, and it took them six 
to eight hours everyday. Mahila Mangal 
Dal made a few rules; they would not 
allow any kind of cutting of trees in the 
forests; nor of any raw wood and nor 
would branches and leaves of trees be 
allowed to be broken off. Vigilance would 
be constantly kept on the forests; every 
year forest transplai.iation would be 
undertaken and they would grow their 
own gardens. Those who left animals in 
the open or cut raw wood would be fined, 
etc. There would be a chowkidar for the 
protection of trees p^id Rs 5fl0 per month 
through contributions from every house; 
people of the Dal would survey the forest 
twice a month; whichever family needed 
trees for building a house or for any other 
purpose would have to take permission 
from the Dal and pay Ks SO; for equal 
distribution of fodder during the rainy 
season one member from every household 
could cdt all the grass; dry and fallen 
leaves from the trees would be collected 
and after the rains every family would be 
given one ‘kanda’ of fertiliser prepared 
from it; domesticated animals which 
destroyed trees were to be kept confined 
in the village 'dharamshala* and Rs 2 
would be taken as fine per animal; women 
would plant trees of their choice twice a 
vear. 

According to Kalavati Devi, the presi¬ 
dent of the Mahila Mangal Dal most of 
the villagers follow the rules made for the 
preservation and extension of forests but 


the forest department, contractors and 
some of their local supporters defied the 
rules and thus tension has arisen. 

A few years back the sarpanch ot the 
village along v, ith a contractor sold a part 
ol the community forest of the village and 
some trees of the forest had already been 
cut quietly when the women learnt about 
It. Mahila Mangal Dal annexed the wood 
loaded in the truck and lodged a com¬ 
plaint against the sarpanch and his 
brother giving witness in the court. Anger 
against the sarpanch was so great that the 
women campaigned to defeat him in the 
elections, and sought to make a woman 
the sarpanch. Two years back, in the name 
of stone mining, the contractors had con¬ 
spired to cut down trees but the women 
succeeded in stopping the mining. In 
I985-H6 on the pretext of providing dry 
and decayed wood to the cities and sup¬ 
plying fiiewood to Gopeshwar city, the 
forest department invaded the forest 
located on the border of Bacher and 
ordered the cutting of 1,600- trees 
including oak and other broad leaved 
varieties. The Manila Mangal Dais of 
Bacher and other villages near it, Ihngsa, 
Siro, Kathud and (iair, requested the 
forest conservator of Carhwal Circle to 
withdraw the order since the region was 
located on a hill slope and the cutting of 
trees .would lead to soil erosion and land¬ 
slides which would hit the economic life 
of more than half a doien villages located 
dn the lower region. Moreover this was the 
only region from which the villagers of a 
dozen villages received grass and dry 
wood. But when their request was re¬ 
jected. they openly declared that we 
villagers would have to protect their own 
interests. Women were threatened by the 
forest and police departments that if they 
created any hurdles in governmental work, 
legal action will be taken against them. 
But when the people of the contractor 
came to cut trees, the women stopped 
them. The contractor offered to pay each 
woman Rs l.flOO which they refused and 
drove away ihc contractor. Then the 
people of the forest department came for 
lopping and they even managed to bribe 
two of the village men to help in culling 
trees. The women on the other hand 
fought more militanily. After a long strug¬ 
gle. they managed to save those 1.600 
trees. This Mahila Mangal Oal which 
received the Indira Gandhi Priyadarshani 
Vrikhmitra Award in 1984 from Rajiv 
Gandhi for their outstanding contribution 
in protecting and planting of trees faced 
governmental threats, arrests and cases in 
1985-86, 

T he women have also undertaken the 
diflicult work of fencing at various places 
and have also grown gardens of malta and 
lemon which has lead to a substantial 
increase in the income of the villagers. 
Some time back when one summer night 
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the gover n ment forest caught fire^ the 
villagen eninguished it by risking their 
own lives and kept watch the whole night. 
The forest department came to the acci¬ 
dent site the next day and some women 
who had shown remarkable courage were 
also given awards. 

, in the beginning men opposed women’s 
ainivity in these spheres but have now ac¬ 
cepted it. The sarpanch of the village is 
a woman as are all the nine members of 
the ‘van panchayat*. A woman contested 
the post of pradhan. The village pradhan 
usually consults and takes advice of 
Mahiia Mangal Dal the van panchayat 
and the sarpanch in matters relating to 
rural development schemes and other 
programmes. The women have turned 
their attention to other needs such as 
expansion of the village school up to class 
XII, for which the children have to go far 
or leave studies. As the village has gifted 
land for the nursery, similarly the women 
have managed to get the land for the 
school sanctioned and the Dal has also 
decided to give money for the expansion. 

TaNOSA: WaTHRSHKD DF.VfTtX>PMEN1 

In Tangsa village of Dasholi block the 
Chipko movement has acquired new 
meaning and shape. Due to alternative 
policies of development, various tensions 
have emerged in the village regarding in¬ 
terrelationships between different villages, 
forward and backward caste relations 
within the village and future of industry 
and employment. 

After covering 10 kilometres by road 
from Gopeshwar and then climbing the 
hill for 2 kilometres, one reaches the 
Tangsa village. Tilt a few years back there 
was poverty, unemployment and grief in 
this small village, which has a mixed 
population of forwards and harijans. 
There were no forests left and no firewood 
01 fodder was available. To get these, 
women used to leave the house early in 
the morning and used to come back only 
in the evening. Agriculture and domestica¬ 
tion of animals prevailed in name only 
and there was no alternative left except to 
go to the city in search of employment, 
teides that the problem of land degrada¬ 
tion was also grave. 

In 1983 the forest department started 
afforestation in a large pan of governmen¬ 
tal land in Tangsa s illage. There was no 
participation of the villagers and the 
plants died. Then a meeting of DGSM 
and MMD was called and it was decided 
that the village would run the afforesta¬ 
tion programme. 

The MMD started this work with great 
earnestness. First of all they selected the 
plants and chose ‘bang’, ‘timla’, ‘kachnar’, 
^ral', ‘bhimal’, ’anwia*. ‘gethi*. etc, and 
planted them. They made certain rules: 
taw wood would not be cut; no gracing 


of aninnals would be allowed in the area 
of afforestation; there would be wall fen¬ 
cing twice a year; those who indulged in 
illegal cutting would have to pay a fine of 
Rs 100; outsiders who encroach on forests 
would be punished by their axe being con¬ 
fiscated; a chowkidar would be apiminted 
and'every house would pay Rs 100 per 
month towards his pay. After two years 
of hard work, the villagers could cut 
fodder within the village and reali.sed the 
importance of creating and sustaining 
forests. Women of the village plant trees 
twice a year—on wasteland, government 
land and on the roadsides. Women have 
taken no help or aid from the government 
regarding fencing of tree plantation. 
Sometimes plants aie given by the DGSM 
but it is basically the continuous hard 
work of the women of the village that has 
resulted in such greenery. 

Tangsa village is located between 
Govindi and Balkhala rivers. Between 
these two rivers lies a large catchment area 
which had to be protected by planting of 
trees, development of ponds and proper 
land use. This was also the only solution 
to end the problem of land degradation 
and landslides. Along with the DGSM the 
women chalked out a plan for the protec¬ 
tion and development of the catchment 
area. They took an oath to plant 300-400 
trees every year and also selected ap¬ 
propriate land for this purpose, selecting 
such plants as would Ire appropriate for 
land and water prc.servation and would 
also provide a source of economic benern 
for the villagers. ’Akhrot’ trees were 
planted on two hectares of land. Then on 
another two hectares ‘atis’ were planted 
from which one gets wood for construc¬ 
tion, fuel and ‘composite’ fertiliser. On 
degraded land and the landslide area they 
planted ‘malta’ and ‘kagzi’ lemon on 
about seven hectares of land. Most of the 
villagers own land on the landslide area. 
On those lands ‘devdar’ trees were 
planted. Today the malta and kagzi lemon 
tree fruits are used by villagers for :hcir 
own consumption anrl are also sold in the 
market' at Gopeshwar. Vegetables grown 
in the village are also sold in the market. 
Many families in the village have kept a 
milch cow or two which is fed only 
through locally available fodder. Villagers 
have been getting regular supply of i"ilk, 
ghee, etc, and due to the sale of milk and 
calf, another source of regular income has 
been generated. According to Chandi 
Prasad Bhatt with the use of jersey cows 
in the village the number of cows which- 
usrd to roam openly on pasture lands for 
their fodder has greatly decreased and 
according to a survey, it has gone down 
from 300 to IM. this is beneficial for the 
old forests as well as the new trees. Also 
the villagers have repaid back the loan 
which they took fur buying the cows by 
the income generated from the cattle. In 


future the villagers hope to wll devdal 
trees as well. The excess fodder ivailabk 
is also sold for about Rs 20-2S,dOO. 

The joint work and orgwiisational 
strength of the women of IhngM village 
has played a decisive role in the improw- 
ment of village life. There existed a *vaB 
panchayat’ in the village for the laai 30 
years but for the first time in August Ml 
a woman was elected its sarpanch. There 
were dozens of government schemes in the 
village but for the first time they were run 
according lo the priority of women. Thus 
under the ‘Jawahar Rozgar kbjna* there 
was a niaternity home built in the village 
for the first time which was a solution for 
one of the major problems faced by the 
women. Now for the first lime women 
decide on how much wood is to be or not 
to be given to a family for building a 
house or for other purposes. 

Over the yeats the initial opposition by 
men to women's participation no longer 
remains, but the men of the village are not 
as active as women and there are. com¬ 
plaints of consumption of liquor and 
other drugs especially by young men. In 
spile of the hard work of Chipko, tire old 
caste and class divisions still prevail in the 
village and sometimes the voluntary pro¬ 
grammes of environment conservation ' 
and village development operate within 
these limits. 

Often the harijan families see no con¬ 
crete economic benefit for themselves in 
these programmes and thus have little 
desire lo incrca.se their land or usurp a 
pan of common land, they at limes cut 
and destroy tree plantation, or cut trees 
and .sell them. Though under the Tangsa 
Ciram .Sabha remarkable work has been 
done in three nearby villages of Kalhud, 
Sirauii and Gair there are many other 
nearby village's which have not been 
inspired by the struggle. Heoplc of nearby 
Kandayi village sometimes cut the forest 
of Tangsa or break their fencing. There 
is another major question facing this pro- 
mincni village of the Chipko movement. 
Those government schemes which are 
organised under the gram sabha and arc 
run by them according to their own 
priorities and developmental model like 
building of maternity home, panchayat 
house or school are fine, but what should 
they do about other innumerable schemes 
of the government related to roads, irriga¬ 
tion, electricity, waici, •‘ic, which are 
forced upon them? 

Sl'Ct 1 SS .ANi; F AlUlKk Ol MUVIiMFNT 

In the Joshimath division of the 
CTiamoli district, there is a village called 
Heuna which is on Chamoli-Badrinath 
way. Here both the success and failure of 
I he Chipko movement can be seen. 
Situated in the valley across Alaknanda 
river, Heuna village till a few years back 
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was known to be alnoluiely dry, arid and 
lacking in natund-ietouices. Though ev^ 
fami':* uf this ‘forward caste' village has 
uuout 8 to 10 acres of agricultural land 
with more than 100 acres of private 
forests; it lacked irrigation resources and 
faced ftequciH fodder and firewood crises. 
Living amidst hot-dry area, on rocky-hilly 
land and facing depleting forests, the 
villagers had also compromised with their 
situation. In 1981 some women of the 
village went to a camp of DGSM, then 
organised their own camp and formed an 
MMD. Environmental protection and 
employment generating developmental 
works got under wt^r and the whole yillage 
got associated with it. It was difficult to 
improve agriculture in the village and thus 
‘ the important work of planting fruit trees 
was undertaken on agricultural land. All 
the families planted malta, lemon, 
banana, mausami, etc, in I98S on their 
own land.. Then the programme was 
adopted extensively by the whole village 
with voluntary labour as well as paid 
employment under some government 
scheme organised by the DGSM. Within 
a few years there was adequate firewood, 
fodder and wood available for the 
villagers within the boundaries of the 
village. Along with it came certain pro¬ 
blems which were beyond the scope of 
villagers and their organisations at that 
time. Now there were thousands of malta, 
lemon, oranges, etc, available but there 
were no buyers. Last year thousands oi 
fruits decayed because of this. Though 
'Garhwal Vikas Mandaf has made a new 
scheme for government buying of malta 
at remunerative prices, they do not do this 
work in Heuna or its nearby areas. The 
villagers of Heuna were thus forced to go 
to the far-off Pipalkoti market where they 
sold malta-oranges at the extremely cheap 
rate of Rs 10-12 per hundred. The villagers 
and iheir organisations have no scheme 
for utilisation or selling of these fruits and 
their resources are also limited. The con¬ 
cerned departments arc not bothered. The 
villagers on the other hand have been 
demanding from their organisation and 
the administration that only government 
buying is not sufficient. They should also 
be equipped with the technique for the 
preservation and utilisation of fruits and 
should also be given an opportunity to 
create their own mavket and earn more 
profit. 

Similarly with the availability of a large 
quantity of fodder villagers do not know 
how to utilise it. Women get two bundles 
of grass daily in the morning and even¬ 
ing. Every family on an average has three 
to. six hilly cows or buffaloes which give 
little milk. Women question that just for 
an average of '/j kilo of milk from the 
cow, why should they work so hard and 
gel fodder every day? What is needed arc 
high yielding jersey cows which are 
expensive: 


The basic aim of Chipko was not only 
to protect trees but also to provide local 
opportunities for village employment. But 
after the movement, all the forest-related 
industries of Garhwal region closed dow n. 
Works related to wood, ‘lisa’, 'rengaf, 
‘herbs*, etc, came to a stop due to a 
number of restrictions but its place was 
not taken up by any new industrial works. 
The result of this is that the organisation 
of Tiwari, a soldier of die early stage of 
the movement, which used to provide 
regular employment to 25-30 people every 
year in forest industries, and also used to 
have an annual profit of Rs I lakh, is now 
almost closed down and has to repay a 
loan of Rs 70,000. This is the situation of 
almost all entrepreneurs who even though 
attached to the feeling of Chipko, feel 
alienated from it. 

Actually the Chipko movement had six 
demands, out of which only one demand 


was related to a complete stoppage of 
commercial cutting of trees. Other 
demands were also equally important .ind 
only after linking all of them does the 
complete picture of the Chipko movement 
develop: forests should be surveyed and 
on the basis of minimum needs of the 
people, a reorganisation of traditional 
' rights should take place: arid forest should 
be made green wiih the help of local par¬ 
ticipation and attempts should be made 
to increase tree cultivation; all kinds of 
contractor ship related to forest activities 
should end and instead village commit¬ 
tees shobid be formed; forest related 
hmne based industries should be developed 
and for it raw materials, money and 
technique should be made available; based 
f>n local conditions and requirements, 
local varieties should be given priority in 
afforestation. While these demands re¬ 
main sidelined, the Chipko movement re¬ 
mains incomplete. 
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Russia under IMF Rule 

ChosBudovaky 

The IMF-style ‘shock treatment* adopted by the Russian 
Federation in January last precluded from the outset a transition 
towards a nationalist capitalist economy owned and controlled by 
a Russian entrepreneurial class and supported by social and 
economic policies of the state. This while narrowly promoting the 
interests of Russia's merchants and business tycoons, is already 
beginning to destroy the national economy and push the system of 
state enterprises into bankruptcy. 


“IN Russia we are living in a post-war 
situation...” but there is no post-war 
reconstruction. ‘Communism’ and the 
‘Evil Empire' have been defeated, yet the 
cold war although ofTicially over, has not 
quite reached its climax: the heart of the 
Russian economy is the military-industrial 
complex and ‘‘the G-7 wants to break our 
high tech industries... the objective of the 
IMF economic programme is to weaken 
us” and prevent the devetopment of a rival 
capiulist power.' For the west, the enemy 
is not ‘socialism* but capitalism. How to 
tame and subdue the polar-bear, how to 
take over the talent, the science; the 
technology, how to buy out the human 
capiul. how to acquire the intellectual 
property rights? “If the west thinks that 
they can transform us into a cheap labour 
high technology export haven and pay 
our scientists 40 dollars a month, they 
are grossly mistaken, the people will 
rebel..."* 

The IMF^tyle ‘shock ticaiment* adopted 
in January 1992 precluded from the outset 
a transition towards ‘national capitalism’— 
i c, a national capitalist economy owned 
and controlled by a Russian entrepreneu¬ 
rial class and supported as in other major 
capitalist nations by the economic and 
so^ policies of the state While ruurowly 
promoting the interests of Russia’s mer¬ 
chants and business tyooons. the ‘economic 
medicine* kills the patient, it will destroy 
the national economy and push the system 
of state enterprises into bankruptcy. 
Through the deliberate manipulation of 
market forces, the reforms define which 
sectors of economic activity will be allow¬ 
ed to survivc,'Official figures suggest an 
annual decline of 27 per cent in industrial 
production, the actual collapse of the Rus¬ 
sian economy in 1992 is estimated by some 
economists to be of the order of SO per 
cent.* 

The IMF-¥eitsin reforms constitute an 
instrument of ‘thitdworldisation’; they ate 
a carbon copy of the structural adjust¬ 
ment programme imposed on debtor 
countries in Latin America and sub- 
Sahaian Africa. Harvard economist Jeffrey 


Sachs, advisor to the Russian government 
has applied in Russia the same ‘economic 
recip^ as in Bolivia... The logic of the 
IMF-World Bank programme adopted in 
the name of democracy, constitutes (un¬ 
intentionally or not) a coherent pro¬ 
gramme of impoverishment of large sec¬ 
tors of the population. It was designed (in 
theory) to ‘stabilise* the economy, yet con¬ 
sumer prices in 1992 increased by more 
than one hundred times (9,900 per cent) 
as a direct result of the ‘anti-inflatiortary 
programme’.* As in third worid ‘stabilisa¬ 
tion programmes', the inflationary process 
is largely engineered through the 
‘dollarisation’ of domestic prices and the 
collapse of the national currency.' The 
‘price liberalisation programme’ has not, 
however, resolved (as proposed by the 
IMF) the distorted structure of relative 
prices which existed under the Soviet 
system. 

The price of bread increased from IJ-18 
kopeks in December 1991 to over 20 
roubles in October 1992, the price of a 
(domestically produced) television set has 
risen from 800 roubles to 83,000 roubles. 
\Miges in contrast increased approximately 
ten times—i e. real earnings have declined 
by more than 80 per cent and billions of 
roubles of life-long savings have been 
wiped out. Ordinary Russians are very 
bitter: “the government has stolen our 
money’’." According to an IMF official, 
it was necessary to “sop up excess liquidi¬ 
ty, purchasing power was too high.. 
“the government opted for *a maximum 
bang’ ” so as to eliminate household 
moneyholdings “at the beginning of the 
reform programme’’.* According to one 
World Bank advisor, these savings “were 
not real, they were only a perception 
because [under the Soviet system] they 
[the people] were not allowed to buy 
anything”.* 

"Under the Communist system, our 
standard of living was never very high. But 
everybody was employed and basic human 
needs and essential social services 
although second-rate by western stan¬ 
dards. were free and available, but now 


social conditions in Russia ate similar to 
those in the third world”.'" Average ear¬ 
nings are below 10 dollars a month, the 
minimum wage is of the order of three 
dollars a month, a university professor 
earns eight dollars, an office worker seven 
dollars, a qualified nurse in an urban 
clinic earns six dollars..." With the 
prices of many consumer goods moving 
up to world market levels, these rouble 
salaries aie barely sufficient to buy food. 
A w inter coal can be purchased for 18,000 
roubles (M) dollars), the equivalent of nine 
months pay . '' The collapse in the 
standard of living and the destruction of 
civil society engineered through a set of 
macro-cH.'onomic policy propositions is 
williout precedent in Russian history. 

Under IMF-World Bank guidelines, 
social programmes are to become self¬ 
financing; sch(M>ls. hospitals and kinder¬ 
gartens (not to mention state-supported 
programmes in sports, culture and the 
arts) have been instructed to generate their 
own sources of revenue through the exac¬ 
tion of user fees. Charges for surgery in 
hospitals (4,(X)0'I2.000 roubles) constitute 
the equivalent of two to six months’ ear¬ 
nings which only the nouveaux riches cm 
afford." Not only hospitals but theatres 
and maseums arc driven into bankruptcy. 
The famous Taganka theatre is dismantled, 
many small theatres no longer have the 
funds to pay their actors." Still at its in¬ 
ception, this process points towards the 
collapse of the welfare state. Many of the 
achievements of the Soviet system in 
health, education, culture and the arts 
(bmadly acknowledged by western scholus) 
arc to be undone." 

Continuity with the ancien regime is 
nonetheless mainiaiiied: under the masque 
of liberal democracy, the totalitarian state 
remains unscathed; a careful blend of 
Stalinism and the ‘free’ market. From one 
day lo the next, Yeltsin and his cronies 
have become fervent partisans of neo¬ 
liberalism. One totalitarian dogma is 
replaced by another, social reality is 
distorted, official statistics on earnings are 
falsified; the IMF claims, that the stan¬ 
dard of living has gone up since the begin¬ 
ning of the euinomic reform programme'" 
The Russian ministry of economy main¬ 
tains that “wages are now growing faster 
than prices’’." I he consumer price index 
computed with the technical support of 
the IMF, pointed to a 13.6 times increase 
in prices (1,660 per cent).'" “But the peo¬ 
ple are not stupid, wc simply do not 
believe them (the government]; wc know 
that prices have gone up one hundred 
timc.s”.'* 

During the period of perestroika: buy¬ 
ing at state regulated prices and reselling 
in the free market combined with graft 
and corruption were the principal sources 
of wealth formation. These ‘shadqw deal- 
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ings’ by former bureaucrats «nd party 
members became legalised in May 1988 
with the Law on Cooperatives imple¬ 
mented under Mikhacl Gorbachev.^' This 
law allowed for the formation of private 
commercial enterprises and joint-stock 
companies which operated alongside the 
system of state enterprises. In many in¬ 
stances. these ‘cooperatives' were set up 
as private ventures by the managers of 
state enterprises. The latter would sell (at 
official prices) the output produced by 
their stale enterprise to their privately 
owned ‘cooperatives' (i e. to themselves) 
and then resdl on the free market at a very 
large profit. In 1989, the ‘cooperatives' 
were allowed to create their own commer¬ 
cial banks, and undertake foreign trade 
transactions. By retaining a dual price 
system, the 1987-89 enterprise reforms 
rather than encouraging hona fide 
capitalist cnircpreneurship, supported per¬ 
sonal enrichment, corruption and the 
development of a bogus ‘bazar bour¬ 
geoisie'. 

In the former Soviet Union, ‘the secret 
of primitive accumulation' is ba.sed on the 
principle of ‘quick money': stealing Irom 
the stale and. buying at one price and re¬ 
selling at another. The birth of Russia's 
new 'biznesman', an offshoot of the com¬ 
munist nomenklatura of the Brezhnev 
period, lies in the development of ‘appa¬ 
ratchik capitalism*. ‘Adam bit the apple 
and original sin fell upon 'socialism' 

Not surprisingly, the IMF programme 
has acquired unconditional political 
support by the ‘Democrats' because it 
upholds the narrow interests of this new 
merchant class. The Yeltsin government 
unequivocally upholds the interests of 
these ‘dollarised elites’, price liberalisation 
and the collapse of the rouble under IMF 
guidance advances the enrichment of a 
small segment of the population. The 
dollar is handled on the Interbank curren¬ 
cy auction, it is also freely transacted in 
street kiosks across the former Soviet 
Union. The reforms have meant that the 
rouble is no longer considered a safe '.store 
of value', i e, the plunge of the national 
currency is exacerbated because ordinary 
citizens prefer to hold their household sav¬ 
ings in dollars, “people are willing to buy 
dollars at anv price".. .-- 

Pit t A(.t (>l RtlSStAN luONOMS 

The collapse of the rouble is conducive 
to the pillage of Russia's natural resources: 
oil, non-ferrous metals and strategic raw 
materials can be bought by Russian mer¬ 
chants in roubles from a state factory and 
resold in hard currency to traders from the 
European Community at ten times the 
price. Crude oil, for instance, can be pur¬ 
chased at ',200 roubles (17 dollars) a ton, 
an export licence is acquired by bribing 


a corrupt official and the oil is Resold on 
the world market at ISO dollars a ton.*’ 
The profits of this transaction are depo¬ 
sited in offshore bank accounts or are 
channelled into luxury consumption (im¬ 
ports). Although officially illegal, capital 
flight and mon^-laundering are facili¬ 
tated by the deregulation of the foieign 
exchange market and the reforms of the 
banking system. Capital flight is estimated 
in excess of 20 billion dollars of which 
eight billion during the first six months 
of the IMF-Yeltsin programme.*''There is 
evidence that prominent members of the 
political establishment routinely transfer 
money overseas. 

What role will ‘capitalist Russia' per¬ 
form in the international division of 
labour during a period of global economic 
crisis? What will be the fate of Russian 
industry in a depressed global market? 
With plant closures in Europe and North 
America, “is there room for Russian 
capitalism” on the world market? Macro- 
economic policy under IMF guidance 
shapes Russia's relationship to the global 
economy. The reforms tend to support the 
free and unregulated export of primary 
goods including oil, strategic metals and 
food staples, while consumer goods in¬ 
cluding luxury cars, durables and process¬ 
ed food are freely imported for a small 
privileged market. No protection of dome¬ 
stic industry, no measures to rehabilitate 
the industrial sector, or to transform 
domestic raw materials. Credits for the 
purchase of equipment are frozen, the 


deregulation of input pries Xinduding^, 
energy and freight prkxs) pushes Russian 
industry into bankruptcy. 

Moreover, the collapse in the standard 
of living backlashes on industry and 
agriculture, i e, the dramatic increase in 
poverty does not favour the growth of the 
internal market. Ironically, from, ‘an 
economy of shortage' under the Soviet 
system (marked by long queues), eon- 
sumer demand has been compressed to 
such an extent that the population can 
barely afford to buy food. Collapse of 
both supply and demand: according to of¬ 
ficial ngures, (he production of most con¬ 
sumer goods has dropped by 20 to 30 per 
cent.” 

in contrast, the enrichment of a small 
segment of the population encourages a 
dynamic market for luxury goods in¬ 
cluding long queues in front of the dollar 
stores in Moscow's fashionable Kuznetsky 
area. The nouveaux riches look do^n on 
domestically produced goods: Mercedes 
Benz, BMW, Paris Haute Couture, not to 
mention high quality imported ‘Russian 
vodka’ from the United States at 345 
dollars in a crystal bottle (four years of 
earnings' of an average worker). This 
‘dynamic demand’ by the upper income 
groups is therefore largely diverted into 
consumer imports financed through the 
pillage of Russia’s primary resources. 

The enormous profits accruing to the 
new commereial elites are also recycled in¬ 
to buying out state property ‘at a good 
price' (or buying it from the managers and 
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worken once il has tom through the 
government’s privatisation scheme). 
Because the recorded book-value of state 
property (deiwminated in current roubles) 
is anirtcially low (and because the 
rouble is so cheap), state assets can be ac¬ 
quired for practically nothing.'* A high 
tech rocket production facility can be pur¬ 
chased for om million dollars. A down¬ 
town Moscow hotel can be acquired for 
less than the price of a Paris apartment. 
In October 1992, the Moscow City govern¬ 
ment put a large number of apartments 
on auction, bids were to start at three 
roubles. 

While the commercial elites are the only 
people who have money (and who are in 
a position to acquire properly), they have 
neither the skills nor the foresight to 
manage industry. It is unlikely that they 
will play a strong and decisive role in 
rebuilding Russia's economy. As in many 
third world countries, these ‘compradore’ 
elites largely prosper through their rela¬ 
tionship to foreign capital. Moreover, the 
economic reforms favour the displace¬ 
ment of national producers (whether state 
or private) and the taking over of large 
sectors of the national economy by foreign 
capital. Marlboro and Philip Morris, the 
American tobacco giants have already ac¬ 
quired control over state production faci¬ 
lities for sale in the domestic market. 
British Airways gains access to domestic 
air-routes through Air Russia, a joint ven¬ 
ture with Aeroflot. 

This process is still at its inception; im¬ 
portant sectors of light industry may be 
closed down and replaced by imports 
whereas the more profitable sectors of the 
Russian economy (including the high tech 
industries) may be taken over by joint ven¬ 
tures. Foreign capital, however, has .so far 
adopted a wait and see altitude. The 
political situation is uncertain, the risks 
are great, "we need guarantees regarding 
the ownership of land, and the repatria¬ 
tion of profits in hard currency". Many 
foreign enterprises prefer to enter ‘through 
the back door' with small investments. 

These often involve joint ventures or the 
purchase of domestic enterprises at very 
low cost largely to secure control over 
cheap labour (of highly qualified labour) 
and factory space Export processing in 
the high tech areas: a very lucrative 
business: Lockheed Missile and Space 
Corporation, Boeing and Rockwell Inter¬ 
national among others have their eye on 
the aerospace and aircraft industries. 
American and European high tech firms 
(including defence contractors) can now 
purchase the services of lop Ru.<>sian scien¬ 
tists in fibre optics, computer design, 
satellite technology, nuclear physics (to 
name but a few) for an average wage 
below 100 dollars a month, at least .^0 


limes less than in the west. AT&T Bell 
Laboratories, for instance, has acquired 
through a 'joint venture', the services of 
an entire research laboratory at the 
General Physics Institute in Moscow. 
Mc-()onnell Douglas has signed a similar 
agreement with the Mechanical Research 
Institute. There are 1.5 million .scientists 
and engineers in the former Soviet 
Union.. 

Macro-economic policy supports the in¬ 
terests of these global enterprises because 
it weakens the former Soviet aerospace 
and high tech industries and blocks Russia 
(as a capitalist power in its own right) 
from competing on the world market. The 
talent and scientific know-how can be 
bought up and the production facilities 
can either he taken over or closed 
down... 

In a historical agreement. Credit Lyon¬ 
nais not only restores its branch bank 
which it operated in St Petersburg before 
the Revolution, the Russian Central Rank 
has granted it a ‘universal licence' to 
operate anywhere in the Russian Federa¬ 
tion as a ‘Russian bank'.^ in the last two 
years, with the collapse of the state banks, 
some 2000 coinmeicial banks have sprung 
up in the former Soviet Union of which 
.500 are located in Moscow. With the 
breakdown of industry, only the strongest 
banks and those with lies to international 
banks will sui vive. I his situation favours 
the penetration of the Russian banking 
system by foreign commercial and joint 
venture banks. 

The IMF progiamme is also intent on 
abolishing I he rouble /one and undermin¬ 
ing trade between the former republics, 
fire latter arc cncouragc'd to establish their 
own currencies and central batiks with 
technical assistance provided by the IMF. 
This process supports ‘economic balcani- 
saiion’: with the collapse of the rouble 
zone, regional economic power serving the 
narrow interests ol local tycoons and 
bureaucrats unfolds. Bitter nnancial and 
trade disputes between Russia and the 
Ukraine..., whereas trade is liberalised 
with the outside world, new ‘internal 
boundaries' are installed, impeding the 
movement of gtxxls and people within the 
Commonwealth of Independent States."' 

By August 1992, the economic reiorms 
(under former prime minister Yegor 
Gaidar) entered an impasse. The IMF 
conceded that if the government were lo 
meet the target for the fiscal deficit, up 
to 40 per cent of industrial plants may be 
forced to close down. The president of ihc 
Central Bank, Gciashcnko with support 
from Arcady Volsky of the Civic IJnioi; 
Party, took the decision (against the ad 
vice of the IMF), to expand credit to stale 
cnierprises, while ai ihc same time cutting 
drastically expenditures in health, cduca 


tion and old age pensions. The Civic 
Union pul forth an ‘^lernative programme' 
in September and the fallowing month 
Boris Yeltsin in a major address to the 
parliament, declared rhetorically that 
foreign currency should be banned on 
Russian soil and that “the rouble be the 
exclusive means of purchase in Russia". 

The clash between the Russian parlia¬ 
ment and president Boris Yeltsin has not 
resulted in a -shift in the direction of 
macro economic policy. In fact, the IMF 
had already agreed to the ‘less orthodox' 
approach of the centrist Civic Union prior 
to the demi.se of Yegor Gaidar in 
December 1992: "the IMF is not married 
with Gaidar, he has a similar economic 
approach but we will work with his suc¬ 
cessor". .. I'hc IMF programme is still on 
course; bankruptcy arul fragmentation of 
industry, privatisation, absence of 
economic borders, compression o( real 
wages... While the military-industrial 
complex represented by the ('ivic. Union 
has the scientific, managerial and techni¬ 
cal capabilities to run Russia's economy. 
Its main objective is to scx'ure ownership 
rights over industry. A power-sharing ar¬ 
rangement between the ‘Democrats' and 
the Civic Union each representing two 
distinct factions of the ruling class, will 
not resolve ihe crisis and reverse the im¬ 
poverishment of the people (although it 
may provide a limiic*d avenue fur salvag¬ 
ing pan of Russia's high tech economy). 

As the crisis deepens, the population 
is increasingly isolated and vulnerable. 
'Democracy' has been formally installed 
but the new political parties, divorced 
from the masses, largely heed to the in¬ 
terests ol merchants and bureaucrats. The 
disintegraiion of civil society, however, is 
at its inception, the worst is still to come: 
the impact of the privatisation programme 
on employment wiJI be devastating, up to 
50 per cent of industrial plants could be 
driven into bankruptcy if Ihe programme 
goes ahead as planned." Moreover, en¬ 
tire cities in the Urals and Siberia belong¬ 
ing to the military-industrial complex and 
dependent on state cred'*s and procure¬ 
ments could be closeu uown. Collapse of 
health apd education programmes, hyper¬ 
inflation, decline of real earnings, social 
strife, economic fragmentation, “the West 
should undeistand that what we have 
potentially is a Yugoslavian situation with 
30.0(K) rockets. 
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PERSPECTIVES 


Communal Riots: Anticipation, 
Containment and Prevention 

SR Sen 

With the growth of fundamentalism, Hindu-Muslim riots are 
likely to become more frequent as also more dangerous, due'to 
the easy availability of modern arms, hereafter as compared to the 
last four decades, unless effective action for anticipation, 
containment and prevention is taken early. Police action, moral 
pressure and basic reforms (political, social and economic) have 
all to be tried. The question is how, in what combination and in 
what sequence. 


IN the article ‘Quest for Peace from Pre- 
to Post-Industrial Society’ August 

t-8, 1992) analyses have been made of 
violence between individuals, between 
stales and between a state and militants 
but noi of riots. 

Riots usually represent violent action by 
two groups of unorganised people (or 
crowds) against one another, as distinct 
from other forms of violence between two 
groups of organised people, c g, between 
•wo slates (or war) and between an 
organised group of insurgents against a 
slate (or militancy). 

Sometimes riots and miliianc'y may get 
mixed up. But the need for making a 
distinction between them would still 
remain. I he relative importance and 
sequencing ol sham. dan. hhed and dan- 
da for dealing with the two are usually so 
dilfercni as to be almost different in kind 
raif<er than in degree. 

When riots occur on a small scale, 
c g, between supporters of rival football 
teams, student groups, labour unions, etc, 
they are not very different from individual 
violence and do not require very different 
kind of corrective action from the state. 
But when riots take place on a large scale, 
e g, between two religious groups, Hindus 
and Muslims or Shias and Sunnis, two 
caste groups, Yadavs and Rajputs, two 
ethnic groups, Khasi., and Ahoms, oi two 
language groups, Marathi and Kanara 
speakers, and are widespread and involve 
serious damage to life and properly they 
call for very different kind of corrective 
action from the state. If riots take place 
between richer and poorer communities, 
the basic cause may be economic. But 
when riots take place between two com¬ 
munities whose income levels may not be 
very different, the basic cause may be 
non-economic 1 hat the problem of riots 
is not peculiar to a poor country like India 
but also troubles a rich capitalist country 


like USA and a middle income communist 
country like former Yugoslavia deserves 
to be kept in view. 

Hinihi-Mi.isi im Rkiis 

Hindu-Muslim riots in the Indian sub¬ 
continent are the most important ex¬ 
amples of communal riots in both equal 
and unequal income situations. The 
theories of Dar-ut-Harh and Dar-ul-lslam 
and Hindutva (none of which are realty 
economic) as preached by some leaders of 
these two communities add to the com¬ 
plexity and seriousness of the problem. 

The Babri Masjid-related Hindu- 
Muslim riots of 1992-93 and to some 
extent the Harrai Bal-related riots of 1964 
have been so widespread and different in 
character from some of the earlier riots 
that they have given a serious jolt to the 
conventional thinkers on the subject. 
After the partition riots of 1946-47, they 
have been the most .severe and widespread. 

Prior to independence, Hindu-Muslim 
riots were often ascribed to the divide and 
rule policy of the British. There was an 
element of truth in this. In (he med'eval 
era and even in Indian princely states of 
Hindu rajas and Muslim nawabs in 
modern times, there was serious militancy 
from time to time, but not so frequent .snd 
so many serious Hindu-Muslim riots. 
I'cudal tyranny was equally oppressive for 
all common people, Hindu and Muslim. 
In view of the small number of the British 
occupation forces in the sub-continent, 
the British rulers found it necessary to 
find a supplementary measure. That was 
to set the Hindus and Muslims against 
one another. 

Since the Varanasi riots of 1809, there 
have been numerous serious Hindu- 
Muslim riots in British India, of which 
mention may be made by way of illustra 
lion of the riots of 1871-72 in Bareilly, 


lK8.*i-86 in Karnal, Lahore and Delhi. 1891 
in l^ilankot and Calcutta, 1893 in Bombay 
and A/amgarh, 1906-07 in Mymensingh, 
1910 in IHrshawar, 1912 in Ay^hya, 1917 
in Shahbad, 1918 in Saharanpur, 1921 in 
Malabar, 1923 in Amritsar, 1926 in 
Calcutta and Dhaka, 1929 in Bombay, 
1930 in Dhaka, 1941 in Dhaka, 
AhiTKtkdvid and Bombay, 1946 in Cakulta. 
Noakhali, Bihar Sharif, Punjab and Delhi 
and 1947 m many places in north India. 

On the other hand, during the Sepoy 
W'iir of 1857-58 there was exemplary 
Hindu Muslim unity in (he country. The 
Khilafai movement of 1921 also brought 
about a remarkable unity between Hindus 
and Muslims. Between 1941 and I94S 
when the British were preoccupied with 
war. there was relatively less incidence of 
lltiidu Muslim liots in spite of th** fact 
that Jiiinah's demand for Pakistan and 
(iandhi's ‘Quit India* call gathered 
momentum during this period. 

It may not be wrong to say (hat as the 
movement for the independence of the 
country gathered strength and divisive 
systerns of elections and confrontational 
systems of government based on simple 
majority rule became a possibility, Hindu- 
Muslim conflicts became more frequent 
and serious. 

A notable point is that throughout even 
the British period there was hardly any 
serious riot between Hindus or Muslims, 
the two largest communities, on the one 
hand and other small communities like 
Christians, Jews, Parsis, Buddhists, Jains, 
etc, on the other, although most of the 
latter were economically better off than 
the former. The Sikhs generally sided with 
the Hindus prior to the Hindu-Sikh riots 
ol 1984 in Delhi which was an exception 
due to an extraordinary cause. It is 
noteworthy that in spite of Pakistan spon¬ 
sored Sikh militancy to provoke riots 
which could help create Khalistan a la 
Pakistan, there has been no Sikh-Hindu 
riot ill Punjab. Since Hindus and Muslims 
were No I and No 2 in number, rivalry for 
political power was mainly confined to 
them. The smaller communities, which 
were often richer but had no political 
ambition, could keep away from the 
power struggle. Although in some cases 
economic factors were significant, in many 
cases non-economic factors played a more 
important role in leading to Hindu- 
Muslim riots. A commendable analysis of 
this and a detailed listing of riots in the 
suh-coniinciit have been given by S K 
Haiidyopadhyay in a recently published 
book iiT Bengali entitled History of Riots 
|Mitra and (jhosh, Calcutta I993|. 
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is the essence of succeuful police action 
in limes of riot. Indecisivencss shouM. 
therefore, be firmly discouraged. 

MORAL Pressure and Satyacraha 

Police action can be made more effec¬ 
tive if it is supplemented by moral pressure 
on the rioters of both sides. 

The traditional practice is to form peace 
committees of some senior citizens from 
the contending communities for louring 
the riot-affected areas, bringing succour 
to the affected people and helping create 
pressure of public opinion against the 
rioters. This is of some use but not 
enough. If these non-official members of 
so-called peace committees can persuade 
the local young men of both the com¬ 
munities to march with them as peace 
brigades in the riot-affected areas that 
may produce somewhat better results. 

If members of communities other than 
the two contending ones can organise 
some form of third party saiyagraha (or 
non-violent resistance) against rioters, it 
may act as some sort of moral ju-jitsu and 
may be worth trying in many places. 
The one man peace-keeping force that 
Gandhiji provided in Calcutta, Ganesh 
Shankar Vidyarthy in Kanpur, Rajjab Ali 
in Ahmedabad and Hakim Mehmud 
Khan in Delhi may be difficult for lesser 
men to provide in other sensitive areas. 
Nevertheless it has its use even by lesser 
men which should not be overlooked. 

In communal riots, both spoken and 
written words of respected religious 
leaders can play a very beneficial role, if 
given due publicity. This needs more im¬ 
aginative use in future. 

Basic Reforms 

The confrontational systems of gover¬ 
nance and election which have been 
adopted in the sub-continent have unfor¬ 
tunately tamed to be two important 
factors encouraging communal riots. 
There is an urgent need to replace our 
Westminster system of politics ^ the ‘via 
media' between the WIestminster and Swiss 
systems as advocated in the present 
writer’s earlier article ‘India’s ftoiitical 
System: What Is T> Be Done?’ {EPW, 
January 2-9). 

The experience of the last four decades 
shows that neither the parliamenury 
system (without the right conventions) nor 
the presidential system (without division 
of powers) has worked satisfactorily in 
India, hkistan, Bangladesh and Sri 
Lanka. Instead of learning appropriate 
lessons from this if we continue with our 
present systems without reform, it may be 
no better than knocking our heads againtt 
a blank wall. 


Far a heterogeneous multi-religious, 
multi-caste, multi-racial, multi-language 
country like India it is only through a 
system which provides for a reasonable 
sharing of political poster for all the 
important constituents of the society m 
an intadependent manner (as opposed to 
our present system in which a SI per cent 
majorit)^ howsoever obtained, gets 100 per 
cent power) that peaceful governance and 
progress may be feasible. 

The scheme for government suggested 
in the article under reference provides for 
such sharing of power without giving up 
the basic beneficial features of our present 
system. This new system can be brought 
about through two-thirds majority voter 
in each house of parliament. This is not 
something which should be difficult if ali 
the responsible political parties recognise 
the dangerous situation that faces today 
not only the people in general but also 
their own followers. They should ap¬ 
preciate that the alternative before the 
nation is not maintenance of the status 
quo but disintegration.as in erstwhile 
Yugoslavia or Soviet Union. 

Ever since the competitive system of 
elections was inlroduc^ in the country, 
communal riots have become progressive¬ 
ly more frequent. It was thought at one 
time that the replacement of the ‘separate 
electorate' system which has led to parti¬ 
tion of the sub-continent by the ‘simple 
joint electorate’ system would solve the 
problem so far as India was concerned. 
Unfortunately it has not. There is need 
today to go a step forward and adopt the 
‘interdependent joint electorate system’ as 
recommended in the article mentioned 
above so that no one can get elected with 
the votes of his own religious, caste, race 
or linguistic group alone 

If there is any difficulty in identifying 
the largest community (religious, caste, 
etc) from readily available data, an alter- 
.native may be to divide the voters in a con¬ 
stituency or district arbitrarily into two 
roughly equal mohalla-based groups irom 
villages and townships upward. Ballot 
papers of two different colours may be 
given to thesd two groups. This system 
should be also adopted for all elections 
of panchayats. 

This is no doubt a novel system but it 
should not be unduly difficult to operate. 
But this would help promote ‘politics of 
compromise’ instead of ‘politics of con¬ 
frontation’. It would strengthen the 
moderates as agaiast the extremists. It will 
also help weaken the present basis of the 
so-called vote banks. This needs also to 
be supplemented by the other reforms 
suggested in that article, especially 
those which would help curb communal- 
hatred-based politics. 


The adoption of the ‘interdependent 
joint electorate system’ in particular may 
be considered as a major basic reform 
which can help us enormously in creating 
a situation which may discourage a recur¬ 
rence of communal (including caste and 
linguistic) riots. At first sight it may 
appear to be a rather outlandish idea 
but a little introspection will show 
that its merits outweigh the demerits 
considerably. 

In our education system, special steps 
need to be taken to instil in the young 
people a feeling of communal amity and 
love and aversion to communal riots. 
Precepts of the great prophets and saints 
decrying enmity between communities, 
ca.stcs, etc, should be taught to them from 
an early age. 

1'he NCC should he made compulsory 
in all high schools - and utilis^ im¬ 
aginatively to make students belonging to 
different communities, castes, etc; to camp 
and work together and appreciate the 
value of discipline. In case of riots, the 
former and present members of NCC tiUQt 
be usefully mobilised to help the local 
peace committees and police in anti-riot 
operations. 

Special audio visual programmes with 
similar objective in view should be arrang¬ 
ed for young people who may not be able 
to attend schools. Special employment op¬ 
portunities should be also provided for 
such people to give them a stake in peace 
Other programmes which may help create 
such suke for rioi-protK groups in ^ncral 
should be carefully thought out and in¬ 
cluded in plans for creating conditioru 
which may help reduce the possibility of 
communal riots. 

Films, video cassettes and TV shows 
likely to provoke violence, misbehaviour 
and indecency should be strictly banned 
in the interest of social peace. 

A well endowed institute may be set up 
to evolve measures for anticipation, con- 
tainirrent and prevention of riots. Research 
in ‘crowd psychology’ under conditions of 
stress should be a .specific responsibility 
of this institute. It may also promote area 
and community specific studies of the 
kind of police action and social reforms 
needed to help minimise communal, caste, 
race and language related riots. 

An angry crowd is like an angry beast 
dominated by instincts of fear and revenge 
and bereft of the rationality and kindly 
feelings which its constituents may possess 
as individual. Even the original instigaton 
of riots tend to lose control once the 
crowd's emotions are roused. From this 
standpoint a riot has a basic differetiCb 
with militancy which is organised violenoCi 
Hence, danda (police action) and sham 
(pacification) have a more important role 
to play than dan and bhed in dealing with 
such crowds and have to be tried together. 
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REVIEWS 


Of Reservation, Merit and 
Distributive Justice 

Ghanshyam Shah 

Th«‘ Backward ClanitCH in Contemporary India by Andre Beteillc; Oxford 
University Press. Delhi. 1992; pp 117. Rs 110. 


ANDRE BETEILLE is a leading 
sociologist who has done considerable 
work on caste and equality for now more 
than thirty years. The major part of this 
book, his two lectures delivered in 1980, 
was first published in 1981. This book 
adds his one more lecture on ‘institutional 
well-being’ and appendices of eight ar¬ 
ticles previously published in newspapers 
and Journals. His position on the issue of 
reservation remains unchanged since 1980. 
He adds arguments with a view to counter 
pro-ieservationists—policy-makers, in¬ 
tellectuals and pedestrians. He, however, 
does not add evidence in support of his 
position. 

None would disagree with the author 
that no society can move forward unless 
it sets for itself an ideal of achievement 
that is superior to the present reality. But 
such a new social order cannot be built 
in a vacuum. As he himself concedes, “no 
society starts on a clean slate; every society 
has its historical legacy" (p 19). Policy¬ 
makers aiming at building a new social 
order “cannot afford to lose touch with 
social facts as they are". What are these 
social facts? This calls for detailed studies 
of social complexities. Empirical evidence 
does not mean that one should get bogged 
down in it, but one cannot simply wish 
It away. One has to find out options at a 
given point of time within an ideological 
perspective. Beteiile’s options are within 
the framework of liberal democracy. He 
is not talking about fundamental changes 
in the economic and political structure. 

It should be mentioned at the outset 
that Beteille supports reservation for 
‘Hariyans’, i c, scheduled castes, and 
‘Adivasis’, i e, scheduled tribes, but not for 
the Other Backward Classes-Castes 
(OBCs). Backwardness of SCs and STs, 
according to him. is not solely a matter 
of poverty. The former suffer from the 
stigma of pollution and the latter are ex¬ 
terior to the larger society. The disabilities 
that they suffered were “in each case im¬ 
posed on the community as a whole, and 
not on individual members of particular, 
communities” (p 33). This is not the case 
with OBCs. They are a “residual cate 
gory”, and their position is highly “am¬ 
biguous”.' They are differentiated among 


themselves and “the discrimination which 
the Brahmins practised against them was 
in turn practised by the superior Shudras 
against inferior” tp 3). 

One of the central arguments of the 
book is that in modern society an indi¬ 
vidual and his merits be given “a place in 
the centre”. An individual is a citizen and 
he should be treated as an individual qua 
individual. The author argues that “in the 
context of Indian society, here and now. 
we must realise that the alternative to in¬ 
dividualism may not be cherished dream 
of socialism, but a moral order in which 
the individual is once again displaced by 
clan, caste and community” (p 38). In¬ 
dividualism is closely associated with the 
meritarian principle which takes indi¬ 
vidual alone into account, ignoring the 
group or community to which he belongs. 
No .society can prosper unless it gives an 
important place to the claims of indivi¬ 
dual merit (p 18). In a society where high 
value is placed on the individual, he is ex¬ 
pected to make his own life for himself 
and to be judged on his own merit, ir¬ 
respective of family or community (p 48). 
This is an ideal which Beteille cherishes. 

lb be sure, those who demand caste- 
based reservation also desire to have a 
casteless society. They want equality and 
not the caste system. They know very well 
that continuity of the caste system is anti¬ 
thetical to their own development. Their 
Tight is against the Brahminical ideology 
which adheres to the principle of hierar¬ 
chy. It is too simplistic to depict pro- 
reservationists, as the author does, as 
claiming “that the state should distribute 
the benefits of education and employment 
equiMbly between the different castes and 
communities" (p 50). Or that "the object 
of reservation is to provide equitable 
representation in them to all castes and 
communities” (p 83). Beteille caricatures 
them as stupid enough to consider that 
“every institution (university, hospital, 
government departments, etc) performs 
representative functions” (p 83), those of 
electoral bodies such as village panchayats 
(p 75). Article 16(4) of the Constitution 
uses the word ‘adequate* and not ‘equita¬ 
ble*. And. SCs, STs, and OBCs are clusters 
of a number of castes/tribes and not one 


caste. Pro-rcjervationists demand affir¬ 
mative action to give concessions to those 
members of the deprived communities 
who have been systematically denied ac¬ 
cess to the modern sectors despite their 
qualifications. It is their social status that 
has been the stumbling block. Therefore, 
in a given situation, they have to demand 
caste-ba.sed reservation. However, Beteille 
is right that “protective discrimination can 
and should seek to satisfy pment needs, 
it can do nothing to repair past injuries” 

(P 19). 

It is Andre Beteille's contention that life 
chances are not related to caste. A rich 
Brahmin and rich Koli (OBC) or a poor 
Brahmin and poor Harijan have equal 
chances in developing professional skills 
(education) and getting jobs. He asserts 
that employment is determined by imper¬ 
sonal laws of the market. Onc*s life 
chances are no longer determined by one*s 
birth in a particular caste. In other words, 
cultural values and social proximity are 
unimportant. Though I wish he were 
right, I am surprised that sociologists who 
more often than not talk about culture, 
now .have begun to emphasise economic 
factors alone. Ground level reality, as of 
today and given the manner in which the 
country has developed in the last four and 
a half decades, debunks this particular 
brand of modernist theory. 'We must 
realise that market forces in the sluggish 
Indian economy are not as strong as 
Beteille would like to have them. They 
have not disrupted completely the agra¬ 
rian village economy, hence the social 
.structure has not turned topsy-turvy. In 
the villages people from the same caste 
but of different economic strata live 
together in the same localities. The pat¬ 
tern has changed somewhat in the urban 
areas. Persons from the same caste and 
economic strata live together in the same 
neighbourhood. Here the ca:-te-class as a 
cluster go together. Even in Gujarat, 
which is relatively a developed state, an 
OBC or a Muslim—not to speak of a 
Harijan—finds it difficult to gel a house 
in predominantly upper caste localities. 
This pattern reinforces caste-based con¬ 
tacts. values and prejudice.s. A poor 
Brahmin residing in a predominantly 
upper caste locality is likely to gel help 
from middle class residents or rich caste- 
brethren to pursue studies or get more in¬ 
formation which is relevant for the job 
market and also get conUds necessary to 
improve life-chances, whereas such possi¬ 
bilities are less for a poor Koli because he 
lives in a neighbourhood having similar 
economic and educational status. Therc- 
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fore, a family which socialises a child is 
also a part of neighbourhood and caste. 

Andre Beidlle is of course right that 
because of mious forces dissociation bet¬ 
ween caste and income, caste and occupa¬ 
tion and caste and education has increas¬ 
ed. From this he deduces that such a situa¬ 
tion compels us “to take more and more 
account of the needs of the individual ir¬ 
respective of his caste, for his caste tells 
us less and less about the total range of 
his deprivation" (p 37). Such a sweeping 
derivation is problematic 

There are differentiations within caste 
Hindus as well as SCs and STs. But one 
would expect a sociologist to tell us the 
nature and extent of differentiation and 
whether it is uniform among all castes. It 
is by now well documented that persons 
from upper castes have moved mainly to 
business and industry, modern professions 
and white-collar jobs, whereas the lower 
castes have moved to blue collar as well 
as petty jobs in the organised and unorga¬ 
nised sectors. Only a few of the latter are 
in white-collar jote. For instance, in rural 
Gujarat among the Vanias SO per cent are 
in agriculture (many of them are middle 
or rich peasants), 30 per cent arc in 
bluiiiess, 10 per cent in professior^s and 
‘«()nte-collar jobs and 3 per cent in agri- 
uiilture or other labour. Whereas among 
the Kolis 6S per cent are cultivators, a 
majority of them small and marginal 
farmers: less than one per cent each are 
in business, white-collar jobs and profes¬ 
sions; and 35 per cent are agricultural or 
other labourers. The situation is not much 
different in urban Gujarat. The condition 
of Vagharis, Machhis and other OBCs is 
worse than the Kolis. Thus, though dif¬ 
ferentiations are there both in upper castes 
as well as OBCs, their nature is quali¬ 
tatively different which affects differently 
their life chances. Unfortunately, whether 
we like it or not. caste still tells us to 
quite a larger degree the total range of 
deprivation. 

It is true that SCs being outside the 
chaiurvama system suffer more than the 
OBCs. But thm are some castes who are 
traditionally not treated as untouchables, 
but who in practice suffer from the stigma 
and entry to many private and public 
spheres has been denied to them. Many 
of the OBCs are ‘socially’ and educa¬ 
tionally in no way better off than SCs. 
This is certainly so because of their poor 
economic condition coupled with their oc¬ 
cupation, but it is also because of their 
traditional social sutus reinforced by pre¬ 
judices deep-rooted in the minds of the 
upper castes. 

Preiudices, though a socio-p.sycholo- 
gical construct, are closely related with 
economy and power. They reinforce each 
other, liie condition and life chances of 
OBCs on the one hand and of the domi¬ 


nant castes on the other cannot be junder- 
stood in isolation from each other. One 
would have expected a sociologist to ex¬ 
amine OBCs in relation with the vested 
interests of the dominant castes and the 
mechanism—formal and informal—that 
they have evolved to push back the new 
entrants within their domain. Were the 
anti-reservationists who launched their 
struggle in the streets in 1990 and earlier 
really concerned with a modern society 
based on meritocracy? This is not just a 
question of caste status, but is primarily 
a political issue—a conflict between those 
who are in power and those who have 
been so far denied access to economic and 
political opportunities on one or the other 
pretext. 

In a scenario where ‘artificial barriers* 
to free competition have not yet been 
removed and who-knows-whom counts in 
the distribution of benefits, the domi¬ 
nance of the upper and middle castes con¬ 
tinues unabated. Individuals belonging to 
OBCs are placed in a relatively disadvan¬ 
tageous position. The members of the up¬ 
per castes sitting in decision-making 
bodies consciously favour those whom 
they know, who share similar notions and 
styles of discourse and behave in the ex¬ 
pected manner. In this situation caste con¬ 
sideration is no less important. Of course 
they get advantage not as a legal ‘right* 
but they enjoy privilege by virtue of their 
traditional caste status which is in prac¬ 
tice a de facto right as of being a member 
of the particular caste. That gives them 
an edge over others. Opportunities in the 
modern sectors are limited for OBCs not 
only because of their economic condition 
but also their limited contacts with those 
who distribute benefits and who happm 
to belong to the upper castes. If the state 
does not give them preference on caste 
ground, the dominance of the upper 
castes in the garb of the ‘secular princi¬ 
ple* would remain unchanged. 

Andre Beteillr himself has observed in 
one of his earlier studies that the meaning 
of caste keeps changing from context to 
context. Its social and political meanings 
are not the same. It should be noted that 
the meaning of caste under affirmative 
action is not the same as localised en- 
dogamous group, it is a cluster of several 
castes called ‘backward* or ‘forward*. 
Taditional boundaries of jati for social 


interaction have expamled. Fm insunce; 
a hitanwadiya has become Koli and then 
OBC in which many other similar jatis 
have been included on the same footing. 
It has political potentiality of evolving a 
new identity as backward or deprived, 
combining the SCs, STs and OBCs 
together. Moreover, under affirmative ac¬ 
tion. a quou is not given to each caste, 
hence a person from OBCs does not get 
a position or admission just by virtue of 
his/her caste irrespective of his/her 
qualifications. Needless to say (though the 
author gives a different impression), all 
members from OBCs are not entitled to 
get the benefit of reservation. It is meant 
only for those who are qualified. And ob¬ 
viously in the present capitalist system, 
only those can get qualification who can 
study at least up to the twelfth standard 
and only those can taire education who 
have some wealth. In an in-built incgali- 
tarian educational structure, only chose 
get ‘better’ education who have more 
wealth and contacts. In such a system even 
a relatively well-off OBC has the possibili- 
ty to get left out as his access to elite 
schools is still limited. In the prevailing 
circumstances, caste under affirmative ac¬ 
tion is a category more for identification 
rather than for legitimisaiicn of caste 
system as morally good or legally desira¬ 
ble And whatever element of legitimacy 
it has can further be weakened not by ig¬ 
noring it but by evolving a mechanism of 
dereservation. As I have mentioned else¬ 
where;^ once an individual gets certain 
benefits under reservation, he should 
cease to get further benefit; thus his/her 
family gets dissociated (for this purpose) 
from caste Similar devices could be evolv¬ 
ed to facilitate individual mobility and to 
weaken caste solidarity. Beieille is right 
that reservation of posts “beyond a point 
becomes counter-productive when it 
creates or reinforces the feeling that the 
rights of the weak can be protected only 
by those of their own caste*'. A mechanism 
can be evolved to blur such feelings. 
However, in the given economy and polity, 
ignoring caste on the excuse of modernisa¬ 
tion would virtually strengthen the status 
quo, allowing the dominance of upper 
castes to be perpetuated. 

Despite the availability of a large 
numbw of historical and contemporary 
studies that provide ample empirical 


Tabu-: HuiHrsi andLowkst PtRCENTAOE Marksot Admiited Students in MF.Dit'Ai.Coii.E(a'.s 

Open M erit OBC _SC_ ST _ 

_^ I- H L H L H L 

1970 86.50 69.66 75.83 67.00 67.16 45.50 55.33 45.83 

1980 99.33 88.66 97 66 86.66 87.33 67.66 79.66 50.66 

1990 99,00 90.50 96.83 92.00 93.00 80.00 82.00 48.00 

Sote : H - highest; I. ■■ lowest. 

S-iuirr. See note 6 at end of review. 
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nity didiotomy, Beteille does not widi to 
m-enmine Ms o«« fnunework. Heaigucs 
that modern institutions have impersonal 
laws, structure of rights and obligations, 
sub-culture of their own with distinctive 
set of ideas, beliefs and values. They are 
opposite to values perpetuated by caste 
Recruitment through ‘distributive justice^ 
on the basis of castes would damage 
modem institutional culture and lead to 
decline of these institutions. Even gran¬ 
ting that the values and ethos of caste and 
modern institutions are antithetical, to 
assume that caste values would not change 
or that values and structure of modem in¬ 
stitutions are too weak to survive against 
caste is a static view of a dynamic process, 
it is well documented that caste associa¬ 
tions have now undertaken functions of 
modem institutions. Many institutions 
such as hospitals, co-operative societies 
and educational organisations managed 
by caste or community associations are 
managed as efficiently or inefficiently as 
modern secular institutions. The textile 
industry in Ahmedabad would not have 
developed but for inflow of capital and 
labour on caste and kinship connections. 
R Gillion observes, “The managing agents 
not only had their relatives as joint part¬ 
ners in the agency and as shareholders in 
the company they managed but also 
employed them on the business side as 
well, llius the caste system and joint fami¬ 
ly system found new avenues of expres¬ 
sion in a modem context... Indeed, but for 
the corporate spirit and confidence pro¬ 
vided by these ties it is doubtful if 
Ahmedabad could have industrialised to 
the extent she did!’^ I am not arguing to 
justify caste tics. I am only contesting the 
view that affirmative action on the basis 
of castes would invariably be disastrous 
for modem institutions. 

in the article ‘Some North-South Dif¬ 
ferences’ the author argues that “sustained 
academic work of a high order” is not 
being done in south Indian universities 
because of caste quotas. Let us not ask 
as to what he means by work of a ‘high 
order’. He forgets that north Indian 
universities (I include most of the depart¬ 
ments of the central universities also) do 
not have a better record despite not having 
caste quotas. Beteilk; however, has to con¬ 
cede the fact that Dunil Nadu or Karnataka 
where there is reservation for the OBCs 
are better administered than say Bihar or 
UP. Tliis anomaly, according to him, is 
because “there are many ways to ruin ad- 
ministratjon". And if that is what it is, why 
is it that the same logic is not applied to 
south Indian universities? Whv does he 
single out ‘reservation* for all evils? This 
is a classic example, as some eminent 
scholars from south India have put it, “of 
a ‘lails-l-win-heads-you-iose’ argument, if 
Ihmil Nadu is better administered than 
Bihar, it is despite reservations and if 
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Nadu it is because of factors other than 
reservations".* 

No one will dispute with Beteille that 
‘merit’ is important for institutional well¬ 
being. But he and all those who oppose 
reservation on the ground of merit alone 
do not spell out what they mean by merit. 
They play with words. It seems for them 
merit is mote or less metrical which ranks 
persons along a single; quasi-quantitalive 
dimension. But “such tests do not take 
into account the more impalpable or less 
easily measurable qualities".’ Moreover, 
the author ignores that individual perfor¬ 
mance is influenced by organisational 
culture. And such culture is so far evolved 
and dominated in the central government 
departments by those who claim to have 
more merit than persons from the OBCs. 

The book under review gives an impres¬ 
sion that all members of the SC-ST and 
OBCs get recruited just because of their 
caste status, as if they have not to pass any 
qualifying examinations. This is common 
propaganda made by anti-reservationa- 
lists. to which the book gives credence. It 
should also be mentioned that candidates 
just with a pass class are not eligible for 
admission to medicine or erigineering col¬ 
leges or for white-collar jobs. In all cases, 
there are some minimum requirements. 
These minimum requirements have been 
raised over a period of time, and the gap 
between the general and reserved seats is 
getting narrower. This is borne out from 
the data on medical college admissions in 
Maharashtra. The accompanying table 
shows that there it very little difference 
between those who got admission under 
OBC quota and open merit. “The fact 
that even the lowest percentage of those 
admitted from the reserved categories was 
67 per cent in 1984 suggests that there is 
no basis for thinking that unqualified 
students are admitted to medical educa¬ 
tion because of the policy of reserva¬ 
tions."* Similar was the case for MBBS 
course in Ihmil Nadu in 1990. The cut¬ 
off point for open competition was 93.22 
per cent. It was 93.18 per cent for Back¬ 
wards, 89.62 per cent for the Most Back¬ 
wards and 83.98 per cent for the SCs.^ 

Anyone who is working in universities 
knows that marks do not always indicate 
merit, and it is difficult to say thet one 
who gets 10 or 13 per cent more marks 
is better qualified than others. Here we are 
not even considering that the OBC can¬ 
didate has generally to face many adverse 
situations to appear in examinations com¬ 
pared to his upper caste counterpart 
belonging to similar economic conditions. 

Besides examination marks, another 
way to judge merit is open interview. We 
ail know that it is difficult to judge the 
‘merit’ of a person in about .30-40 
minutes. Those who are smart, vocal and 
have mastered interview techniques have 
an edge over others. More important, in- 
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nepotism. In such a situation those who 
do not have contacts, access to coKhing 
classes and so-called modem life-styles are 
in a disadvantageous position. The OBCs 
along with SCs and Sik fall in this group. 
One would expect scholarly discourse to 
show ways and means to tackle this tangle. 
Without this, an aggressive concern for 
’merit’ would result in supporting subjec¬ 
tive notions of merit which continue to 
be reinforced by those who perpetuate 
their power and influence in society. 

Similar to most anti-reservationists in 
political circles, Beteille has also indulged 
in distorting facts. R>r instance; he accuses 
the Mandal Commission for using caste 
quotas as “the only way of reducing social- 
disparities between groups” (p 97). This 
is not true. The commission emphasises 
the need for far-reaching structural 
changes. It strongly recommends imple¬ 
mentation of “progressive land legislation 
so as to effect basic structural changes in 
existing production relations in the coun¬ 
tryside”. It is not the contention of the 
commission that "by offering a few thou¬ 
sand jobs to OBC candidates we shall be 
able to make 32 per cent of the Indian 
population as forward”. 

Notwithsunding our substantial dif¬ 
ferences with the author on existing social 
reality, some of the questions raised hy 
him cannot be brushed aside by those who 
strive for an egalitarian society. There is 
no royal path for social transformation in 
favour of the have-nots. There are dilem¬ 
mas and dilemmas. Beteille, though, does 
not face these problems, as he has definite 
answers irrespective of social reality. 

Nulea 

11 I hank Jan Ureman and Biswaroop Das for 
Iheir comnienis.) 

1 One may nol agree with the list of OBCs 
given by the Mandal Commission or other 
commissions appointed by the state. Some 
castes may be included or excluded on the 
basis of certain criteria. But this is not an 
issue for Beteille He rejects CBCs altogether. 

2 'Caste Class and Reservation’, economic and 
PoMual Weekly, 20(3), January 19,1983 and 
‘fiocial Backwardness and Politics of Reser¬ 
vations’. Bcwiomw and Miiical Weekly, 26 
(It and 12), Annual Number, 1991. 

3 Kenneth Gillion, Ahmedabad: A Study in 
Indian Urban History, Berkeley, University 
of (.'alifornia Press, 1968, p 94. 

4 S Guhan, et al, 'South India and Reserva¬ 
tions; A Roply to Andre Beteille’, Hindu, 
(X'tober 27. 1990. 

5 David Riesman, ‘Notes on Meritocracy', 
Daedalus,, Vol 96, No 3. Summer, 1967. 

6 If K Paranjpe, ‘Educational Reservations: 
Results of a Survey*, Mainstream, Vol 28, 
No 23, March 31. 1990. 

7 Hindu, October 1990, quoted by Madhu 
Kishwar, 'Beyond For or Against: Exploring 
the Complexities of Reservations'. Manushi, 
Nos 63-64, March-June 1991. 
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Dealing with MNEs 

D N Ghosh 

Rival ^ates, Rival I’lrms: Competition for RVirld Market Shares by John 
M Stopford, Susan Strange with John S Henley: Cambridge University Press, 
Cambridge, UK, 1991; pp 321 -t- xiii. price not stated. 


WE are ail familiar with the analytkai tool 
‘diamond of competitive advanugcT devised 
by Porter for undmtanding the competitive 
advantage among nations. The focus of 
Porter’s book The Competitive Adwiuage 

Nations (1990) is primarily on the extent 
and quality of four sets of attributes and the 
•inter-connection among them: factor con¬ 
ditions and capabilities, (kmand conditions, 
mternai economies and inter-firm competi¬ 
tion. While Porter’s model is acknowledged- 
ly a useful eiploraiory framework for under¬ 
standing average national competitiveness, 
the compleuty of behavioural patterns in in¬ 
ternational business cannot be accurately 
captured within a deterministic model. IWo 
powerful forces have to be taken note of: the 
role of governments and the strategy of the 
multinational enterprises (MNEs) as global 
players. In attempting to interweave more ex¬ 
plicitly and elaborately these two sets of 
forces in Porter’s model, the authors of the 
book under review have looked at the nd- 
work of relationships in a different frame¬ 
work, ‘the triangle of diplomacy' as they call 
it—the triad of relationships between 
government and government (bargaining 
among states for power and influence), bet¬ 
ween firm and firm (competition among 
firms covering the world market) and 
governments and firms (specific bargaining 
between stales and ihe Hrms). This tri¬ 
angular relationship is. intricately intercon¬ 
nected; one nexus of relationship cannot be 
understood without taking into account 
shifts in the other sides of the triangle 

In a world of changing technology and 
shifting marketing patterns and of growing 
political and economic uncertainty and an 
intensively competitive environment, MNEs 
as global players are driven to adopt 
strategies which may be market-seeking, 
resource-seeking and/or efficiency-seeking, 
depending on the cost-benefit assessment of 
their strategies. This assessment is continual¬ 
ly influenced by several factors of which 
three have been given special weightage: Ihe 
impact of information and front support 
technologies on lowering the real costs and 
risks; second, the creation of new techno¬ 
logies that have altered the scale needed for 
efricieni operation; and third, the provision 
of an ever-increasing variety of financial 
instruments needed to support the growing 
complexity of cross-bordw transactions of 
business. Also^ the range of possibilities 
for the pace and form of change in three 
sccton—natural resource processing, manu¬ 
facture and service sectors—has been high¬ 
lighted on the basis of studies in Brazil, 
Kenya and Malaysia. As it comes out, the 


strategy of MNEs in «ch country aims to 
balance the advantages flowing frqm inte¬ 
grating the system in the host country with 
their worldwide network of produaion and 
services and advantages for becoming more 
responsive to changes in local demand. The 
success and failure of any MNE depends on 
how it resolves this dilemma and strikes a 
balance—this is the heart of the matter—in 
their corporate strategy. 

In their interface with midlimiionals, the 
host governments face no less a dilemma., 
The theory of inter-organisation bargaining 
has been used in political economy to 
characterise and analyse business and 
goveriunent negotiations, policy-making and 
behaviour, in broad terms, it focuses on the 
relative bargaining resources and the stakes 
of each participant in the bargaining situa¬ 
tion, drawing toth political, economic and 
commercial conclusions from the analysis. 
We are yet to have a theory which, in the 
relationship nexus b et w ee n governments and 
MNEs, synthesises three critical dimensions: 
the relative resources available to each in the 
bargaining process, the relative stakes of 
each parly and the degree of similarity of 
interests. No bargaining theory can ade¬ 
quately explain the different strands of na¬ 
tional economic policy in relation to the 
MNEs. The emergence of a “privileged 
transnational business civilisation” is yet-to 
be taken cognisance of. 

This comes out succinctly from the evi¬ 
dence collected and appraised by the authors 
from the three selected case studies. The state 
caniKM be a rational actor in the game theory 
having a fixed order of priorities in its policy 
goals. It always pursues incompatible con¬ 
flicting values. It wants to be efficient and 
competitive and to preserve social peace and 
cohnion of the state with society. It wants 
autonomy and freedom to choose its path, 
economic development and access to ad¬ 
vanced technology and overseas markets. “It 
is playing a game in which variables are 
never constant". We have also to bear in 
mitul that in dealing with MNEs, all the 
countries do not speak with one voice, as 
their interests are affected differently. We 
cannot understand the complexity of inter¬ 
locking relationships in the real world unless 
we remember that “there are bargains bet¬ 
ween ministers within governments, there are 
bargains between political parties suppor¬ 
ting governments, there are bargains with 
labour unions, with business associates, with 
religious groups and ethnic minorities. There 
are also bargains which interlock all these 
with foreign corporations, foreign govern¬ 
ments and the international organisations!' 


Though the authors have acM fallen into 
the trap of any set of conventional bargain¬ 
ing theory, the chapter on Social Costs and 
Sequences by Henley sends out discordant 
signals in setting out an agenda of advice 
for MNEs and for governments, suggesting 
ways in which each should behave in a 
banning situation. These read like the Ikn 
Commandments. The do’s and don’ts, 
Henley claims, are suggested by their 
reseatchi though he hastens to qualify this 
by emphasising that they are not presuming 
to advise on the whole range of policy¬ 
making, for there are far too many geo¬ 
political social and cultural variables involv¬ 
ed. The advice to governments, for example; 
talks of nine general principles: go for 
growth but sustainable growth, concentrate 
on essentials that define the priorities for 
accommodating future resources, enforce 
competition among manufacturers and 
producers of services, give up national 
champions seeking to build an indepen¬ 
dent exporting base, use both sticks and 
carrots, modernise the administration, set 
clear rules and. finally, watch the competi¬ 
tion. Similarly, there are sets of advice for 
the multinationals, watch global trends, 
recognise Ihe political role, look for sus¬ 
tainable growth, be a good citizen for pro¬ 
fitable survival, train up locals and capiiaUae 
on local inefficiencies. The underlying 
as.sumpiion is that following these s«s of 
rules in a baignining situation, something 
will emerge which will be of advantage to 
the host' country. 

It is difficult to quarrel with principles 
couched in general terms. The behavioural 
aspect in any bargaining is a mailer of power 
equation. In a power game, Ihe slate cannot 
but stand behind the national champions. 
The pattern of relationship modelled on the 
‘triangular relationship’ us^ as an analytical 
tool by the authors would necessarily be 
dominated subsuntively by the overpower¬ 
ing influence of Ihe state machinery in Ihe 
conduct of negotiations between the govern¬ 
ment and Ihe MNEs and their outcome. For 
host countries which are in a situation of a 
debt trap, Ihe bargaining relationship bet¬ 
ween the parlies concerned is being increas¬ 
ingly dictated by the multilateral aid-giving 
agencies whose policies are predominantly 
reflective of the interests dietated by the 
economically powerful. For most of Ihe third 
world host countries, there is little option 
for bargaining; all that is open to them is 
to go through Ihe agonising process of struc¬ 
tural adjustment, which opens up numerous 
opportunities for MNEs to have vital access 
to factors of production on terms and con¬ 
ditions which supplement and effectively 
enhance their competitiveness in the global 
market and also give them command over 
profits and payment for marketing and 
technical services. The do’s and don’ts 
developed elaborately in the concluding 
chapter by Henley, have little relevance for 
most of the host countries in wjiich Ihe 
MNEs operate. 
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Accreditation from The Dutch Accreditation Council 
(RvC) tor issuing Certificates to ISO 9000/EN 29000 or 
Equivalent Quality Management Standards. 

Now Indian Ftegisicr Quality Systems (A Department of Indian Register of Shipping) is 
accredited by Ra-nd voor dt? Certificatie (RvC), the leading Accreditation Body in the world to 
issue the above Certificates 

ISO 9000 Certificate’ Come to Indian Register Quality Systems 

✓ It IS universally recognised Certificates issued under RvC Accreditation are accepted all 
over Europe and most parts of the world. 

✓ It is cost elfectivo Audit and certification charges arc ro.Tsonable All payments are in 
Indian currency 

✓ It IS accessible Then, are 10 branch offices and 24 fully qualified and competent 
Auditors and Lead Auditors m Bombay. Calcutta, Madras, Now Delhi, Visakhapatnam, 
Pune, Goa, Cochin. Rourkela 

✓ It IS consistent Since all auditors are exclusively employed by IRQS there is consistency 
in interpretation of ISO 9000 standards and their application in actual audits. 

✓ It Is as good as the best m the world. RvC Accreditation now, admission in the 
International Association of Classification Societies in 1991, and our past track record are 
a testimony to this We are proud to say we are an Indian Company but with world class 
standards 


1 



First Certification Body in the whole of Asia to receive RvC Accreditation 
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Indian Economy at the Crossroads 

Illusions and Realities 

IKn'iMik Nayyar 

The object of this essay is to consider the macro-economics of stabilisation, adjustment and reform, so as to 
provide an assessment of the problems and the prospects of the Indian economy at the present conjuncture. The 
structure of the discussion in the paper is as follows. First, it considers the origins, the dimensions and the 
implications of the crisis in the economy. Second, it outlines the strategy of macro-economic stabilisation and 
structural reform adopted by the government in terms of its rationale. Third, it analyses the problems of adjust¬ 
ment and transition. Fourth, it examines the evidence on stabilisation, with a fixus on the short term, to consider 
ip/lation and the balance of payments. Fifth, it explores the medium-term consequences of fiscal adjustment and 
structural reform for output and employment. Sixth, it highlights and evaluates the assumptions implicit in the 
strategy adopted by the government. Seventh, it draws together some conclusions that emerge in an attempt to 


outline the contours of an alternai 

I 

Intnidurtion 

I Ht Indian economy has lived through 
difficult times in the past couple of years. 
Indeed, it would be no exaggeration to 
stale that this crisis in the economy is the 
worst that we have experienced since in¬ 
dependence. As a result, perhaps, pro¬ 
blems of the economy which had been on 
the back-burner for a long time moved to 
occupy centre-stage, although Ayodhya 
and its aftermath may now change the 
focus of attention. There is, however, an 
irony in the situation that has probably 
escaped our attention, but would im¬ 
mediately strike an outsider; say a visitor 
from Mars. In mid-1991, we were in the 
depths of despair. In mid-1992 we were at 
the heights of ecstasy. In this short span 
of lime, there was a dramatic transforma¬ 
tion in the characterisation of the eco¬ 
nomy, in the perception of the media and 
the government or the literati and the in¬ 
fluential. iThe dead-end came to be seen 
as a new horizon. The plodding elephant 
turned into an uncaged tiger. These arc 
perceptions in the mind’s eye: the extra¬ 
terrestrial, who reads our minds at the two 
points in time, would certainly have 
wondered whether i'. is the same country. 
The reality, alas, is more complex and less 
cerfain. For those of us who are concern¬ 
ed citizens, the time has come for dispas¬ 
sionate analysis. The analyst, you would 
agree, cannot afford to be either an op¬ 
timist or a pessimist but must endeavour 
to be a realist. In this spirit, the object 
of this paper is to consider the macro¬ 
economics of stabilisation, adjustment 
and reform, so as to provide an assess¬ 
ment of the problems and the prospects 
of the economy. In doing .so, I claim no 
divine right to wisdom. Nor do I possess 


e view. 

a crystal-ball. The disclaimer is important 
because economists sometimes fail to 
rccogni.se, or admit, the limitations of 
their profession. 

The structure of the paper is as follows. 
First, I shall consider the origins, the 
dimensions and the implications of the 
crisis; how did we get into this mess? Se¬ 
cond, I shall outline the strategy of macro- 
economic stabilisation and structural 
reform adopted by the government in 
terms of its rationale; where do we go 
from here? Third, I shall analyse the pro¬ 
blems of adjustment and transition: what 
can we learn from elsewhere? Fourth, I 
shall examine the evidence on stabilisa¬ 
tion, with a focus on the short term, to 
consider inflation and the balance of 
payments: what can go wrong? Fifth, I 
shall explore the medium-term conse¬ 
quences of fiscal adjustment and struc¬ 
tural reform for output and employment: 
does the future promise stagnation and 
poverty or growth and prosperity? Sixth, 
I shall highlight and evaluate the assump¬ 
tions implicit in the strategy adopted by 
the government: what lies Ixlow the sur¬ 
face? Seventh, I shall draw together some 
conclusions that emerge in an attempt to 
outline the contours of an alternative 
view; what now? 

11 

CriHia in the Kconomy 

The economy is in a crisis and, for all 
the brave words, we are not out of the 
woods. The fiscal imbalances persist. The 
balance of payments situation is fragile. 
Inflationary pressures arc considerable. It 
must be recognised that the situation is 
more stable than it was two years ago. 
However, we have only bought time, which 


has postponed the day of reckoning, but 
not quite resolved the problem. 

The origins of the crisis, which surfaced 
in early 1991, are directly attributable to 
the large and persistent macro-economic 
imbalances since the 1980s. The widening 
gap between the income and the expen¬ 
diture of the government led to mounting 
fiscal deficits, met by borniwing at home. 
The steady increase in the difference bet¬ 
ween the income and the expenditure of 
the economy as a whole led to persistent 
current account deficits in the balance of 
payments, inevitably financed by liorrow- 
ing from abroad. The internal imbalance 
in the fiscal situation and the external im¬ 
balance in the payments situation were 
closely related, through the absence of 
prudence in the macro management of the 
economy. The macro economics of this 
relationship can be reduced to a simple 
proposition: ex post, the current account 
deficit in an economy is the sum of (a) the 
difference betweei> investment and saving 
in the private sector and (b) the difference 
between expenditure and income of the 
government sector. 

The problems associated with these 
macro-economic imbalances were sharply 
accentuated, and brought forward in time, 
by the impact of the Gulf crisis on the 
economy in late 1990. This coincided with 
an uncertain and disturbed situation in the 
polity, which was followed by a prolonged 
political inlertegnum. Taken together, 
these developments led to a massive ero¬ 
sion of international confidence in India. 
Our credit rating in international capital 
markets plummeted, from where it has not 
recovered until now. It is clear, however, 
that the problems of the economy, which 
reached crisis proportions in 1991, did not 
come as a bolt from the blue. They ac¬ 
cumulated over several years. The economy 
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was able to cope with and adjust to much 
larger and more sustained oil shocks in 
1973 and 1979. Yet, the minor oil .shock 
of 1990 had a disproportionately large im¬ 
pact. in a .sense, the Gulf crisis was like 
a virus that strikes a person who has lost 
immunity. 

The fiscal crisis was neither an accident 
nor a coincidence, it was a direct conse¬ 
quence of financial profligacy on the pan 
of the government. The gross fiscal deficit 
of the union government, which measures 
the difference between revenue receipts 
plus grants and total expenditure plus net 
domestic lending, was 8.2 per cent of 
GDP during the second half of the 1980s, 
as compared with 6.3 per cent during the 
first half of the 1980s and 4 per cent in 
the mid-1970s.' This fiscal deheit had to 
be met by borrowing. As a result, inter¬ 
nal debt of the government accumulated 
rapidly, rising from 35 per cent of GDP 
at the end of 1980-81 to S3 per cent of 
GDP at the end of 1990-91.^ It is not sur¬ 
prising that the burden of .servicing the 
debt became onerous. Interest payments 
increased from 2 per cent of GDP and 10 
per cent of total central government ex¬ 
penditure in 1980-81 to 4 per cent of GDP 
and 20 per cent of total central govern¬ 
ment expenditure in 1990-91.' I'he irony 
is that many of u.s, concerned scholars and 
concerned citizens, had warned that any 
growth process based on such borrowing 
was simply not sustainable as the balance 
of payments .situation would become un¬ 
manageable and inflation would exceed 
the limits of tolerance. Ihe decision¬ 
makers then, oblivious to criticism, were 
convinced that they -could borrow and 
spend their way to prosperity. But the in¬ 
evitable crunch did come. It is the people 
of India who have had to face the conse¬ 
quences. 

The balance of payments situation 
came to the verge of collapse in 1991, but 
this was only to he expected. The current 
account deficit doubled from an annual 
average of S 2.3 billion or 1.3 per cent of 
GDP during the first half of the 1980s, 
to an annual average of S S.S billion or 
2.2 per cent of GDP during the second 
half of the I980s.^ These persistent 
dcHcits which were inevitably financed by 
borrowing from abroad, led to a con¬ 
tinuous increase in external debt of the na¬ 
tion which, including non-resident depo¬ 
sits, rose from 12 per cent of GDP at the 
end of 1980-81 to 23 per cent of GDP at 
the end of 1990-91.' Consequently, the 
debt service burden also rose from 10 per 
cent of current account receipts and IS per 
cent of export earnings in 1980-81 to 22 
per cent of current account receipts and 
.30 per cent of export earnings in 
1990-91.* 'ihese strains, which mounted 
over the years, stretched to breaking point 


on account of the Gulf crisis. The balance 
of payments lurched from one liquidity 
crisis experienced in mid-January 1991 to 
another in late June 1991. The level of 
foreign exchange reserves, on both occa¬ 
sions, dropped to levels which would not 
even have sufficed to finance imports for 
ten days. 

We thus came close to the default in 
terms of financing imports and meeting 
debt service obligations. But that is not 
all. The vulnerability of the balance of 
payments was accentuated by two other 
factors which were a function of percep¬ 
tions and expectations. First, it became ex¬ 
ceedingly difficult to roll over the existing 
short-term debt in the range of $ S billion 
because of adverse international percep¬ 
tions of the situation, and our overnight 
borrowing in international capital markets 
was as much as $ 2 billion.^ Second, 
non-resident deposits, where the outstan¬ 
ding amount then was more than $ 10 
billion levelled off in September 1990, 
with net outflows that added up to S 330 
million in the period October 1990-March 
1991 and $ 1311 million in the period April 
1991-September 1991.* If perceptions had 
worsen^ any further, our short-term debt 
would have been called in and there would 
have been a run on non-resident deposits. 
It would then have been impossible to 
avert default. We were indeed reduced to 
last-resort measures such as using stocks 
of gold to obtain foreign exchange, seek¬ 
ing emergency bilateral assistance from 
donor countries and borrowing under 
special facilities from multilateral finan¬ 
cial institutions. It is obvious that the soft 
options adopted by the government in the 
second half of the 1980s claimed their 
pound of flesh. The short-term debt was 
incurred to finance imports of crude oil 
and petroleum products, while non-resi¬ 
dent deposits were u.sed to finance the 
current account deficit, instead of in¬ 
troducing hard correctives. 

The price situation also came under 
mounting pressure. During the second 
half of the 1980s. the average rate of 
inflation was 6.7 per cent per annum in 
terms of the wholesale price index and 8 
per cent per annum in terms of the con¬ 
sumer price index. These rates climbed to 
10.3 per cent and 11.2 per cent respectively 
in ;990-9l.'' What is more, the inflation 
was concentrated in essential commodities 
and prices of food rose in spite of three 
good monsoons in a row. It needs to be 
said that inflationary pressures in the 
economy did not surface out of the blue. 
The build-up was attributable to the large 
fiscal deficits, which were inevitably 
associated with a monetisation of budget 
deficits and an excessive growth in money 
supply. This liquidity overhang, in con¬ 
junction with real disproportionalities and 


underlying supply-demand imbalances 
was bound to fuel inflation. 

I would like to stress that the origins of 
the crisis lie in the cavalier macro¬ 
management of the economy during the 
1980s and not, as claimed some, in a 
misplaced strategy of development since 
the mid-1950s. Given the Indian develop¬ 
ment experience over the past four 
decades, it would be idle to pretend that 
everything we did was right but it would 
be naive to suggest that everything we did 
was wrong. The reality was a mix of the 
good, the bad and the indifferent. It was 
the fiscal mess which began in the mid- 
1980s and the debt crisis which surfaced 
in the early 1990s that pushed the economy 
into an awkward corner. For it is obvious 
that neither the government nor the,coun- 
try could continue to live beyond its 
means year after year. The room for 
manoeuvre to live on borrowed money or 
borrowed time had been completely used 
up by early 1991. Any further postpone¬ 
ment of macro-economic adjustment, 
long overdue, would have meant that the 
balance of payments situation, already ex¬ 
ceedingly difficult, would have become 
unmanageable, and inflation, already 
high, would have exceeded limits of 
tolerance. 

Ill 

G«ivi*rnment'8 Strategy 

In response to the crisis situation, the 
government sought to formulate and im¬ 
plement a strategy of stabilisation, adjust¬ 
ment and reform not simply to extricate 
the economy from the mess but also, it is 
argued by some, to catapult it into a 
golden age. For an assessment, it is neces¬ 
sary to set out the content and the ra¬ 
tionale of this strategy. 

In any programme of macro-economic 
stabilisation, there arc two fundamental 
objectives. The first object is to pre-empt 
a collapse of the balance of payments 
situation in the short term and to reduce 
the current account deficit in the medium 
term. The second object is to curb infla¬ 
tionary pres.suie$ or expectations in Ihe 
short term and to reduce the rate of in¬ 
flation as soon as possible thereafter. The 
principal instruments of stabilisation are 
fiscal policy and monetary policy, some¬ 
times u.sed in conjunction with an ex¬ 
change rale adjustment, which seek to 
reduce the level of aggregate demand in 
the economy, on the presumption that the 
problems are attributable to rising fiscal 
deficits and the associated monetary ex¬ 
pansion. This provides the rationale for 
reducing the fiscal deficit of the govern¬ 
ment and adopting a tight monetary 
policy. 
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In contrast, a programme of structural 
adjustment, bas^ on policy reform advo¬ 
cated by the multilateral Financial institu¬ 
tions, is concerned with the supply side, 
in an endeavour to raise the rate of growth 
of output. Structural reform’ seeks to shift 
resources: (a) from the non-traded goods 
sector to the traded-goods sector and 
within the latter from import conipeting 
activities to export activities; and (b) from 
the government sector to the private sec¬ 
tor. Apart from resource allocation, struc¬ 
tural reform seeks to improve resource 
utilisation by: (i) increasing the degree of 
openness of the economy, and (ii) chang¬ 
ing the structure of incentives and institu¬ 
tions, which would reduce the role of state 
intervention to rely more on the market 
place, dismantle controls to rely more on 
prices, and wind down the public sector 
to rely more on the private sector. The 
underlying presumption is that industria¬ 
lisation bas^ on import substitution and 
state intervention leads to inefficient 
resource allocation and resource utili¬ 
sation. 

In the pursuit of these objectives, the 
government has embarked on a wide rang¬ 
ing reform of the policy regime."* Trade 
policy reform has eliminated most quan¬ 
titative restrictions on imports, except for 
consumer goods, and progressively reduc¬ 
ed tariff levels. The desire to increase the 
degree of openness of the economy ex¬ 
tends beyond trade flows to capiul Hows 
and technology flows. The liberalisation 
of the regimes for foreign investment and 
foreign technology is intended to expose 
domestic firms to international competi¬ 
tion further. Industrial policy reform, 
which has removed barriers to entry for 
new Firms and limits on growth in the size 
of existing Firms, seeks to cut out state in¬ 
tervention in investment decisions. This 
process is sought to be reinforced by 
deregulation in the Financial sector of the 
economy, so that the allocation and 
utilisation of investible resources is left to 
the market. Public sector reform is limited 
so far, and does not address any'of the 
real maladies, but the intention to reduce 
its role is clear enough. 

The resolution of the crisis in the short 
term requires a stabilisation of the balance 
of payments situation, so that the default 
is no longer a sword of Damocles, and a 
reduction in the rate of inflation so that 
inflationary expectations are curbed. Once 
this stabilisation is complete, the economy 
must return to a path of sustained growth 
combined with price stability. In my judg¬ 
ment, if everything went according to plan 
and fell into place, the probability of 
which was never high and now appears 
low, the process would have taken at least 
three years to complete. Even then, there 
would have been problems of adjustment 


and transition, the importance of which 
cannot and should not be minimised. If 
things go wrong and there is some evidence 
to suggest that this process may have 
begun, the economy would not be able to 
cope with the transition. It may, then, 
become necessary to analyse the macro¬ 
economics of destabilisation and siagfla 
tion as with the Latin American experi¬ 
ence of the 1980s or the east European ex¬ 
perience of the 1990s. The lessons that 
emerge from the experience of stabilisa¬ 
tion and adjustment in Latin America and 
Sub-Saharan Africa during the 1980s, 
guided by IMF programmes of stabilisa¬ 
tion and World Bank programmes of 
structural adjustment, provide us with 
some pointers to an understanding of pro¬ 
blems of transition. 

IV 

Problems of Adjustment and 
Transition 

It is possible to consider problems of 
adjustment and transition at two levels. 
First, in terms of analysis, we can consider 
problems that arise from the interaction 
between the demand side and the supply 
side, problems that arise on the demand 
side alone and problems that arise on the 
supply side alone. Second, in terms of ac¬ 
tual experience, there are problems which 
emerge from the experience of IMF and 
World Bank programmes elsewhere. The 
distribution of the burden of adjustment, 
in the process of transition, is a problem 
that surfaces at both levels. 

The fundamental problem of transition 
arises from the fact that the speeds of ad¬ 
justment on the demand side and on the 
supply side are considerably different. 
Fiscal adjustment and monetary discipline 
can be used to squeeze aggregate demand, 
so that the speed of adjustment on the de¬ 
mand side is fast. On the other hand, the 
speed of adjustment on the supply side 
is inevitably slow, particularly in econo¬ 
mies characterised by structural rigidities 
where resources are not easily mobile 
across sectors or perfectly substitutable in 
uses. This is so even if all the price incen¬ 
tives of a market economy can be brought 
to perfect function. Supply adjustr ent 
typically requires structural change 
through creation of capacity, alleviation 
of infrastructural bottlenecks, streamlin¬ 
ing of input supplies, creation or reorien¬ 
tation of public utilities, and so on, all of 
which take time. The fast dynamics of de¬ 
mand and the slow dynamics of supply 
have four macro-economic implications 
which are crucial in the process of 
adjustment. 

First, insofar as aggregate demand re¬ 
mains greater than aggregate supply, or 
the sectoral composition of demand does 


not match the sectoral composition of 
supply, and balance of payments con¬ 
straints prevent excess demand from being 
met through imports, inflation persists. 
Second, stabilisation policies which are 
meant to reduce demand may, at the same 
time, reduce supply even more, for the 
simple reason that a substantial Fiscal 
adjustment and a tight monetary policy 
squeeze both investible resources and 
working capital. Excess demand would, 
then, persist. As the economy contracts 
from both sides, the current account 
deficit in the balance of payments would 
probably be reduced but inflation would 
not be restrained. Third, the initial effects 
of structural reform, particularly in situa¬ 
tions where the balance of payments con¬ 
straint is binding, may lead to a contrac¬ 
tion of output in some sectors before an 
expansion of output in other sectors. This 
tends to increase excess demand in the 
system and exacerbates the problem of in¬ 
flation. Fourth, fiscal adjustment and 
monetary discipline which .squeeze aggre¬ 
gate demand in the short term may con¬ 
strain supply responses in the medium 
term. Yet, without a foundation of macro- 
economic stabilisation in the short term, 
policy reform simply cannot produce the 
desired results in the medium term. This 
is the crux of the problem when econo¬ 
mies begin on adjustment proces.ses in a 
situation of deep macro-economic dis¬ 
equilibrium. 

E-\cn if we consider the demand side 
alone, the transition path of stabilisation 
adjustment is like walking a tight rope. 
The Achilles' heel of any such programme 
is the rate of inflation or the balance of 
payments. If inflation does not .slow down 
or the balance of payments does not 
stabilise, the intended virtuous circle is 
ea.sily transformed into an unintended 
vicious circle, as the exchange rate and the 
price level cha.se each other. The possi¬ 
bilities of what economists describe as 
stagflation arc then considerable. This did 
happen in l.atin America where the 1980s 
arc, in retrospect, described as the lost 
decade. Economic stagnation, which led 
to rising levels of unemployment and fall¬ 
ing per capita incomes, was juxtaposed 
with hyper-inflation. Many countries in 
eastei n Europe, in their process of tran¬ 
sition from planned systems to market 
economics, arc experiencing similar 
difficulties. 

On the supply side, structural reform 
may turn out to be a cause for concern 
and it may be wise to hasten slowly. The 
prtK'ess of policy reform is sustainable 
only if two conditions are satisfied. First, 
the changes must be acceptable to the 
polity and society. Second, the pace of the 
transition must be such that it can be ab¬ 
sorbed by the economy. If this is not the 
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case, things can go wrong and easily dis- 
eredit even sensible reform. The experi¬ 
ence from elsewhere suggests several ex¬ 
amples but these do not exhaust the reali¬ 
ty. Trade policy reform can move an 
economy from a situation of too much 
protection to a situation of too little pro¬ 
tection and the industrial sector may not 
be able to cope with such a rapid transi¬ 
tion. Industrial de-regulation, which 
removes barriers to entry and limits on 
growth for firms oRen leads to retrench¬ 
ment and closures but cannot wish away 
barriers to exit, particularly in economies 
where levels of income are low, levels of 
unemployment are high and social safety 
nets are absent. De-regulation in the 
financial sector, unless it is paced with 
care, can be perilous not just in terms of 
scams or scandals, but also if it diverts 
scarce resources to unproductive uses. 
Public sector reform, which is based on 
a sale of government assets and rudimen¬ 
tary forms of privatisation, may not 
resolve problems of efficiency or produc¬ 
tivity but can end up socialising the costs 
and privatising the benefits. Given an une¬ 
qual income distribution and the associ¬ 
ated patterns of demand, industrial de¬ 
regulation, in conjunction with more open 
trade regimes and liberal foreign invest¬ 
ment policies, may lead to a greater im¬ 
port intensity of domestic production and 
thus enlarge the current account deficit. 
If export performance is sluggish or does 
not respond fast enough, the economy 
may be forced into more borrowing or 
further deflation. In sum, the direction, 
the speed and the sequence of policy 
reform must be planned and calibrated in 
a careful manner, for an ailing and weak 
patient in need of gradual convalescence 
may not become healthy and strong with 
shock therapy. 

The actual-experience of stabilisation 
and adjustment programmes in Latin 
America and Sub-Saharan Africa, guided 
by ihe IMF and the World Bank in a 
medium term perspective, also reflects 
problems of transition. The critical evalu¬ 
ation of these programmes in the literature 
on the subject points to significant 
dangers." First, almo.st without excep¬ 
tion, there is an adverse impact on poverty 
in.sofar as the burden of adjustment is 
borne largely by the poor. Second, these 
programmes tend to stifle long-term 
growth prospects so that a return to the 
path of sustained growth is often a hope 
rather than a reality. Third, such program¬ 
mes tend to over-estimate export prospetls 
and the availability of external Finance, 
and when this does not materialise, econo¬ 
mies are forced into a deflation that im¬ 
poses social costs and squeezes supply 
responses. Fourth, there is a steady exter- 
nalisation of policy formulation. This has 


two implications. For otic; responsiveness 
to changing and evolving situations is 
significantly reduced as policy prescrip¬ 
tions ate characterised 1^ an analytical 
absolutism: if you have a balance of pay¬ 
ments problem the answer lies in liberalis¬ 
ing trade, and if you have a fiscal crisis 
the answer lies in reducing tax rates. For 
another, sensitivity to social and political 
realities is sharply eroded, as national 
policies are shaped without reference to 
the context. In the policy-based lending 
programmes of multilateral financial in¬ 
stitutions, conditionalities begin with 
the classical areas of economic policy, 
although cuts in subsidies have both social 
and political implications, and then ex¬ 
tend to political areas such as governance, 
military expenditure, human rights and 
democracy.'^ 

Macro-economic adjustment and struc¬ 
tural reform are not simply a matter for 
the drawing board. In the period of tran¬ 
sition it imposes a burden of adjustment 
that is distributed in an asymmetric man¬ 
ner. Without correctives, Ihe burden of 
adjustment is inevitably borne by the 
poor. For all the rhetoric about social safe¬ 
ty nets, countries simply do not have the 
resources for this purpose. It cannot suf¬ 
fice to assert, as governments often do, 
that the burden of such adjustment would 
have to be borne by the affluent simply 
because it is the rich who have the incomes 
to immunise themselves from Ihe burdens 
of structural change It is obvious that 
there can be no adjustment without pain, 
but pain for whom? Surely, in keeping 
with the equity principle the costs mu.st 
be borne by those who enjoyed the 
pleasures derived from profligacy. Reali¬ 
ty turns out to be the opposite. Inflation 
lends to make the rich better off as it 
redistributes income from wages to pro¬ 
fits and the poor worse off as it erodes 
their incomes which are not index-linked. 
The soft options in fiscal adjustment tend 
to squeeze public expenditure in social sec¬ 
tors where there ate no vocal political con¬ 
stituencies. as the resources allocated for 
poverty alleviation, health care, education 
and welfare programmes decline in real 
terms. This can only hurt the poor. 
Restructuring on the .supply side, whi'-h 
follows structural reform, inevitably 
imposes a burden on wage labour. I'he 
phrase ‘adjustment with a human face* is 
then not just hollow.'' It is deceptive. 

V 

Evidence on Suibilisalion 

The evidence available in India so far 
is limited but there is some cause for con¬ 
cern about stabilisation, whether we con 
sider Ihe problem of inflation or the 
balance of payments situation. 


The facts on inflation are less than 
assuring. There is a significant decline in 
the rate of inflation, on a potni-lo-poini 
basis, in terms of both the wholesale price 
index and the consumer price index, 
which has been emphasised the govern¬ 
ment. But this must be interpreted with 
caution for two reasons. For one, the 
stabilisation policies introduced in July 

1991 pushed up the rate of inflation in the 
second half of 1991 and Ihe first half of 

1992 so that point-to-point rates now 
show a decline in compari.son with those 
high price levels. For another, the 
measurement of inflation on a point-to- 
point basis IS somewhat deceptive because 
It lends to overstate both the acceleration 
and the deceleration in inflation. It would, 
ihercibre, be more appropriate to examine 
trends in mnatioii on an average-of-period 
basis. This docs not suggest a real turn 
around. Consider the evidence for the 
financial years 1989-90. 1990-91, 1991-92 
and, until end-December, 1992-93. The 
annual rates of inilation, on an average- 
of-period basis, were: (i) 7.5 per cent, 10.3 
per cent, 13.7 per cent and 11.5 per cent 
respectively in terms of the wholesale [H'icc 
index; (ii) 6.6 per cent, 11.2 per cent. 13.3 
per cent and II.I ocr cent respectively in 
terms of Ihe consumer price index for in¬ 
dustrial .workers; and (iii) 5.4 per cent, 7.6 
per cent, 19.3 per cent and 17.4 per cent 
respectively in terms of the consumer price 
index for agricultural labourers.'* These 
figures show that the slowdown in the rate 
of inflation is much less than what point- 
to-point rates suggest. It is also worth 
noting that the decline in Ihe average-of- 
period rale of inflation is largely attri¬ 
butable to Ihe good mon.soon and its 
impact on the prices of agricultural 
commodities. 

The substantial fiscal adjustment 
together with the tight monetary policy 
should, of course, lead to a contraction 
of aggregate demand and thus dampen 
demand-pull inilation, though not cost- 
push inflation, but the impact would be 
limited insofar as the real dispropor- 
lionalities underlying the inRalionary 
pressures persist. But that is not all. The 
nature of fiscal adjustment itself tends to 
fuel cost-push inflation, when subsidies 
arc cut as on fertilisers, administered 
prices are raised as for petroleum pro¬ 
ducts. or charges are hiked by public 
utilities as in railwray freight and elcctricily. 
What is worse, the stop-go method of in¬ 
creasing administered prices adopted by 
Ihe government is likely to have accen¬ 
tuated inflationary expectations. The 
tariff reform, which has reduced customs 
duties acro.ss-thc-board, is sought to be 
made levenue-neutral not through an in¬ 
crease in direct taxes that would reduce 
disposable incomes of the rich and 
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A NEW DAWN ON PROGRESS AND PROSPERITY 


GOVERNMEMT Of ORISSA 


^ Th0 popular Government of Orissa has completed three 
'successful years In Office under the inspiring leadership of 
Chief Minister Sri BIju Patnaik. Continuing developments on 
ail fronts In such a short time have created a new wave of hope, 

. ex pectation and confidenc e._=== 




Expedient steps backed by modem technology to protect and restore the world 
famous temple of Lord Jagannath are being taken. 

Minimum wage raised to Rs.25/- a day. 

Old age pension, pension for the handicapped and the widow raiebd to Rs.lOO/-; 
new financial assistance schemes for sm^ and marginal farmers and landless 
labourers: withdrawal of age limit for widow pensioners; disbursement of financial 
assistance to a total of 462690 parsons including 229810 widows. 

Kalinga Kutir Yojana launched to help the rural poor construct their own houses. 
Establishment of Uahila Vikash NIgam, Mahila Bank and the State Commission for 
Women; reseniation upto 30% for women ingovemment jobs and relaxation in age 
limit for women for entry into service. 

Elections to Panchayati and Municipal bodies held for effective decentralization 
of power; reservation of seats for women in such bodies; 28589 women elected to 
various posts. 

Reorganisation of districts for efficient administration. 

Institution of special courts to eliminate corruption in high places, Legislation to 
confiscate illegally acquired wealth. 

Special scheme to make the State of Orissa a surplus State in energy by the end 
of 20th Century. 

New Industnat Policy to ensure rapid growth; In the pipeline are five steel factories, 
two alumina lactones, one each of Petro-Chemicals, Sodium Nitrate & Nitrite, and 
disposaole syringe factories. 

Commissioning of a small port at Bahbalpur, development of Paradip Port arid 
plans to upgrade Gopalpur to a Major Port. 

Additional 30% of land to be covered under Irrigation during 8th Plan period; Lift 
Irrigalion facilities for 30,000 hectares with German assistance of Rs.lOO crore. 
Historic Kalinga Bali Yatra organised to restore the lost glory of Kalinga 
Health for all by 2000 AO. 

Unh/ersallsation of Primary education; total literacy programme in six districts, 
priority to S.C. & S.T. students at educational Institutions.. 

Supply of subsidized rice and wheat through IDP and DPAP at block levei to the 
handicapped, the old and widow pensioners and Idantifiad bonded labourers. 


S «N.‘ 
*1 




ORISSA, RICH IN NATURE’S BOUNTY, NEEOS TODAY PEOPLE’S 
PAR'I’ICIPATION AND DEDICATED ENDEAVOUR TO EMERGE AS A 
PIONEERING, AFFLUENT STATE IN THE WHOLE COUNTRY. 

I & P R DEPARTMENT 
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(tanpen inflation but through increases in 
excise duties that fud inflation and 
squeeze the real incomes of the poor: The 
9 Khange rate adjustments, followed by 
-partial convertibility cf the rupee, have 
fV^oiisly contributed to inflation 1^ rais¬ 
ing the cost of traded goods but have also 
generated inflationary npectations as the 
market speculates about a further depre¬ 
ciation. In the sphere of monetary policy, 
the liquidity overhang inherited from the 
past and the parallel economy are beyond 
the reach of discipline: What is more, 
moneury policy appears to be somewhat 
lax for the increase in money supply, 
defined as M3, was I8.S per cent in 
1991-92 and is estimated to be in the range 
of IS per cent in 1992-93;'^ the substan¬ 
tial accumulation of foreign exchange 
reserves may account for some part of 
monetary expansion in 1991-92 but there 
can be no such explanation for 1992-93. 
While credit b not so tight, interest rates 
are high and that does contribute to cost- 
push inflation. 

The balance of payments situation, it 
must be recognised, is no longer preca¬ 
rious. The level of foreign exchange 
reserves climbed from a meagre $ 2.2 
billion in end-March 1991 to a comfor¬ 
table S 3.6 billion in end-March 1992 and 
has remained in that range thereafter. This 
accumulation of foreign exchange reserves 
docs not, however, mean that stabilisation 
is complete for the simple reason that one 
swallow docs not make a summer. The 
build-up of reserves during 1991-92, and 
the associated stabilisation, was attri¬ 
butable to three factors. First, the draco¬ 
nian import compression reduced the 
balance of trade deficit by as much as 
$ 4.3 billion, from S 5.9 billion in 1990-91 
to S 1.6 billion in 1991-92, even though ex¬ 
ports stagruted and the petroleum import 
bill did not register a significant 
decline;'* this was, perhaps, the major 
factor underlying the reduction in the cur¬ 
rent account deficit from $ 8.4 billion in 
1990-91 to S 2.8 billion in 1991-92.'^ Se¬ 
cond, special bilateral assistance from 
Japan and Germany (S 3S5 million), 
structural adjustment loans from the 
World Bank and the Asian Development 
Bank (S S80 million), and borrowing from 
tlw IMF (S 1,240 million), taken together, 
provided $ 2.2 billion of exceptional 
financing during 1991-92.'* Third, the 
amnesties announced in the 1991-92 
budget raised aiwther $ 2.2 billion, largely 
in the form of borrowing from non¬ 
residents through bonds (S 1,374 million) 
and partly through remittances (S 863 
million).'* 

The extraordinary capital flows in the 
form of borrowing from multilateral 
financial institutions, or from non¬ 
residents through amnesties, is a once- 


and-fpr-all phenomenon. Tlie import 
compression, which was within our con¬ 
trol and provided a more sustainable 
means of managing the balance of trade 
situation, has been lifted altogether. But 
there is no evidence of a turn around in 
export performance which remains slug¬ 
gish: the dollar value of exports decreas¬ 
ed by 1.7 per cent in 1991-92, as compared 
with 1990-91, and increased by a mere 3.4 
per cent in the first nine months of 
1992-93, as compared with the correspon¬ 
ding period of 1991-92.^ If the level of 
reserves has remained in the range of S 3 
billion, despite the poor export perfor¬ 
mance, it is because imports are also slug¬ 
gish on account of recession while excep¬ 
tional financing made up entirely of bor¬ 
rowing from multilateral financial institu¬ 
tions and bilateral donors is. once again, 
about $ 2.5 billion for 1992-93. The 
reliance on borrowing abroad to support 
the balance of payments has led to a rapid 
accumulation of external debt, and evi¬ 
dence available suggests that the amount 
outstanding would have increased by 
about S 10 billion during 1991-92 and 
1992-93.*' in fact, by the end of 1991-92, 
external debt was more than 27 per cent 
of ODP.« 

It would appear that much of the 
stabilisation is now attributable to bor¬ 
rowing and, therefore, may not be sus¬ 
tainable in the long run. The world out¬ 
side is obviously not convinced about the 
stabilisation in our balance of payments, 
even if the government is. for international 
credit ratings remain where they were, bor¬ 
rowing access to international capital 
markets is virtually closed, and there ate 
no net inflows into non-resident deposits. 
The continuous chant about convertibility 
of the rupee on the par* of the govern¬ 
ment, almost as if it were a mantra, has 
certainly not helped the cause of stabilisa¬ 
tion since the market is bound to speculate 
about further depreciation. The medium- 
term borrowing, particularly from the 
IMF and non- residents, where repay- 
rtwnts would commence soon, and the ac¬ 
cumulation of external debt to buy time 
could unleash destabilising expectations 
whenever there is any crisis of conftdencc 
irrespective of whether it originates in the 
economy or in the polity. 

VI 

M«Hium>T«rin Proaptreta 

The short term impact of macro¬ 
economic stabilisation on output and 
employment is almost always adverse. The 
stabilisation experience in India so far is 
no exception. In real terms, the growth in 
GDP in 1991-92, as compared with 1990-91. 
was definitely less than 2 per cent and 
perhaps closer to I per cent.*’ This was 


due; in part, to the uneven temporal and 
spatial distribution of the monsoon, 
which meant that agricultural output was 
I per cent lower than in the preceding year. 
But the aggregate demand management 
also had its impact. Industrial production 
registered a n^igible growth of 0.1 per 
cent while manufurturing output declined 
by 1.4 per cent; within manufacturing, the 
production of capital goods dropped by 
12.8 per cent and that of consumer dura¬ 
bles by 12.5 per cent.** In 1992-93, real 
GDP growth is expected lo revive on ac¬ 
count of the good monsoon and a robust 
increase in agricultural output. Industrial 
production is also expected to revive and 
register a growth of about 3.3 per cent, 
but this does not mean much given that 
it reflects a comparison with the dismal 
performance in l99l-,92.*’ 

It would seem that the economy is in 
a recession. The industrial sector is ob¬ 
viously hurt by the deflation on the de¬ 
mand side and the high interest rates com¬ 
bined with a credit squeeze on the supply 
side. Firms with high debt-equity ratios 
and large working capital needs, parti¬ 
cularly those in thc small-scale sector, have 
probably borne the brunt. In this context, 
it is not surprising that there is no upsurp 
in animal spirits of entrepreneurs which 
would lead to a step-up in investment. So 
much for the short-term. Let me now turn 
to the possible effects of fiscal adjustment 
and structural reform on output and 
employment in the medium term. It would 
also be essential to explore the probable 
distribution of the burden of adjustment. 

Consider, first, the fiscal adjustment. 
1b begin with, it is worth noting that some 
of it is neither real nor sustainable. It is 
not real insofar as it relies' on accounting 
devices such as technical credit to the 
erstwhile Soviet Union, or on window- 
dressing which docs not provide for, or 
under-estimates expenditure, say on ferti¬ 
liser subsidies, DA payments and external 
debt servicing, and over-estimates revenue 
from direct taxes. It is not sustainable 
insofar as it relies on once-and-for-all 
mechanism; whether royalties from the 
ONGC, sale of confiscated gold by the 
government, arrears of dividends from the 
railways and increasing dividend from the 
Reserve Bank of India by a multiple of 
five. A substantial part of the fiscal ad¬ 
justment. however, is both real and sus¬ 
tainable. Unfortunately, this adjustment 
is concentrated in two areas; public invest¬ 
ment and social sectors. The evidence is 
clear enough, if we compare the period 
from l%7-88 to 1990-91, prior to the fiscal 
adjustment, with 1991-92 and 1992-93. 
The proportion of capital expenditure in 
total expenditure was. on an average, 31 
per cent during the period 1987-88 to 
1990-91, but dropped to 26 per ^ent in 
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God Created Rods.... 
And We Craft ta Into 


Itiings of Beauty 

At Jaswal Granites, we are offering India’s Best Granites to the World by extracting 
Black and popular coloured varieties from RlOf QUARRIES at A.R and other Southern 
States. Cutting, Shaping and Polishing them to perfection, using the latest machineries 
and technology from MA. B. Bareanti and MA Zambon of Italy, MA Thibaut of France 
and MA. Quarries, Italy, and reaching our markets in Hong Kong, Singapore, Japan, 
Middle East, UK, Europe and U.SA. 

The Progress and achievements during the first six months of 199S-93 

■ Capacity utilisation of over 70% of Installed Capacity. 

■ Net profit of Rs. 53.75 lacs 

■ Cash EPS of Rs. 2.52 laa 

■ Orders worth approximately Rs 800 lacs already on hand. 

■ Agreement for setting up Marketing Joint Venture Company at Hong Kong with 
a well reputed projects group has been signed. The necessary clearances are 
being obtained. 

■ Central Government clearance for proposed expansion obtained. 

iASWAL GRANITES LTD. 

Resistered Office: II Floor, Plot No. 8, 
Dursanasar Co-operative Housing Society, 
Ameerp)et, Hyderabad - 500 016 

Giving India's Best Granite to the World 
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1991- M uid 2S per cent in 1992-93. What 
is mdre; capital expenditure in the central 
plan outlay, which provides a better 
measure of resources made available fur 
public imestment, in 1991-92 and 1992-93 
(at aoout Rs 16,000 crore) was almost the 
same as in 199(3-91 in nominal terms; it 
is obvioua that the budget provisions did 
not even compensate for the exchange rate 
adjustment let alone inflation, so that 
public investment certainly declined in real 
terms. Budget support for the infrastruc¬ 
ture sectors—energy, transport and com¬ 
munications—was squeezed the most, 
because plan expenditure on these sectors 
as a proportion of central plan outlay 
dropi^ from an average of 19 per cent 
during the period 1987->i8 to I9%-9I to 
14 per cent in 1991-92 and 12 per cent in 

1992- 93. Similarly, we find that the plan 
expenditure allocations for rural d(*velop- 
ment (used mostly in poverty alleviation 
programmes) and the social sectors (edu¬ 
cation, health, family welfare, water supp¬ 
ly, sanitation, housing, urban develop¬ 
ment, labour, social welfare and nutri¬ 
tion), as a proportion of central plan 
outlay, declined from an average of 16.1 
per cent during the period 1987-88 to 
1990-91 to 15.7 per cent in 1991-92 and 
14.1 per cent in 1992-93. As a proportion 
of GDP, the budget provisions for plan 
expenditure on rural development and the 
social sectors declined from 1.2 per cent 
during the period 1987-88 to 19W-9I to 
I per cent in both 1991-92 and 1992-93. ’* 

In my judgment, the quality of this 
fiscal adjustment is poor, particularly 
when situated in a medium-term perspec- 
■ive. First, it has relied on a surplus in the 
capital account to finance a deficit on the 
revenue account as the focus of the adjust¬ 
ment is on the fiscal deficit rather than 
the revenue deficit, which means that an 
impoiiant element of the fiscal crisis 
would persist in the medium term. Se¬ 
cond, it has squeezed public investment, 
particularly in the infrastructure sectors, 
which is bound to constrain the supply 
response of the economy in the medium 
term, and the problem may be accen- 
tuated if public investment crowds-in 
rather than croigds-out private invest meni. 
Third, the distribution of the burden of 
adjustment has been, tc say the least, un¬ 
equal. A significant proportion of the ex¬ 
penditure adjustment is at the expense of 
social sectors which Can only add to, 
rather than minimise, the burden on the 
poor. I believe that the fiscal adjustment 
should have come from a more appro¬ 
priate mix of expenditure-cuts and revenue- 
raising instead of relying excessively on the 
former. In a period when we are imposing 
a substantial burden on the poor through 
expenditure adjustment, the equity prin¬ 
ciple demands that the rich in particular. 


and the non-poor in general, share in this 
burden through their contribution to 
direct taxes. For this, it is absolutely essen¬ 
tial to broaden the base for direct taxes 
so that a larger number of people are 
brought into the net and to deepen the 
structure of direct taxation by increasing 
the average rates of tax. The adjustment 
so far, and the tax reform on the anvil, 
appear to be moving in the opposite direc¬ 
tion. In caricature form, the underlying 
philosophy can be summed up as; com¬ 
fort for the rich and hardship for the poor. 
It is important to stress that these patterns 
of adjustment are nothing new, for they 
have been reproduced time after time in 
developing countries that embarked on 
stabilisation and adjustment. Experience 
suggests that the squeeze op supply 
responses and the burden on the poor pei- 
sists in the medium term. 

Consider next, the structural reform. It 
is much too early to assess its impact on 
output and employment. But the pro¬ 
blems asMK'iaied with the direction, the 
speed and the sequence of policy reform, 
mentioned earlier, appear to have surfac¬ 
ed already in India. Industrial de-regu- 
lation has removed bairiers to entry but 
the goveriimeni is unable to address pro¬ 
blems associated with barriers to exit. 
De regulation in the financial sector is 
being contemplated without putting in 
place prudential norms, institutional 
.systems and legal frameworks which would 
provide adequate protection to savers or 
investors. Public .sector reform has not 
extended beyond a sale of government 
a.ssets, which may imply selling the flag¬ 
ships and keeping the tramp-ships, while 
there is no systematic attempt to resolve 
the real problems in the spheres of effi¬ 
ciency and productivity. The government 
is flirting with conveitibiliiy of the rupee 
without a sustainable stabilisation in the 
balance of payments. Indeed, even before 
attaining convertibility on current ac¬ 
count, there is an endeavour to introduce 
convertibility on capital account in the 
form of portfolio investment without any 
lock-in period; given the speculation and 
the manipulation in our capital markets, 
this might lead to large de-stahilising 
capital outflows. Imports have been 
liberalised without establishing a com¬ 
prehensive system of anti-dumping laws 
for domestic firms to invoke and to use 
whenever necetssary. What is worse, the 
rapid liberalisation of the import regime 
has dismantled quantitative restrictions 
and reduced tariff levels, even before ex¬ 
port growth has created an import capaci¬ 
ty in the economy. It is obvious that the 
sequence and the speed of structural 
reform needs careful consideration to en¬ 
sure a positive impact on output and 
employment m the medium term. It docs 


become difficult to move forward if the 
cart is placvd before the horse. 

VII 

lindoriying! Aiwuinptioita 

There arc .some important assumptions 
implicit in the strategy adopted ^ (he 
government. It is necessary to highlight 
and to evaluate these underlying assump¬ 
tions if we wish to separate the illusions 
from the realities. The assumptions are: 
(a) the market mechanism would be a 
substitute for state intervention; (b) 
private investment would be a substitute 
for public investment and direct foreign 
investment would be a substitute for other 
forms of foreign capital inflows; (c) im¬ 
ports ol technology would be a substitute 
for domestic technological capabilities; 
and (d) the agricultural sector would, 
somehow, take care of it.self. In my judg- 
ineiii, these assumptions are not only 
heroic in natiiie but also suggest an inade¬ 
quate undeistanding of reality. C'onsirter 
each in turn. 

fhe first a.ssumption that state interven¬ 
tion d<K*s not mattei, or is counterproduc¬ 
tive, ill the process ol industrialisation, is 
ahisturical. Oiii experience in the second 
half of the twentieth century suggests that 
the guiding and the sup|H>rtive role of the 
slate has been at the foundations of suc¬ 
cessful development among late iiidusiria- 
liscis. l-.ven among the Fast Asian s'oiin- 
tries, which are often cited as success 
stories that depict the magic of the market 
place, the visible hand of the stale is much 
more in evidence than the invisible hand 
of the market.’’ In the earlier stages of 
industrialisation, slate intervention creates 
the conditions for the development of in¬ 
dustrial capitalism by establishing a 
physical infrastructure through govern¬ 
ment investment, developing human 
resources through education, or facili¬ 
tating institutional change through agra¬ 
rian refoim. In the later stages of in¬ 
dustrialisation, state intervention is func¬ 
tional or strategic rather than conducive 
hut remains crucial. At one level, func¬ 
tional slate intervention may seek to cor¬ 
rect for market tailures, whether general 
or specific. At another level, strategic state 
iniei vent ion, interlinked across activities 
or scciois, may seek to attain broader, 
long term, objectives of development. It 
IS possible to cite several examples. Ex¬ 
change laie policy is not simply a tactical 
matter of gctiiiig-prices-righi but may 
turn out to be a strategic matter if 
deliberately undervalued exchange rates, 
maintained over a peiiod of time, provide 
an entry into the world market for dif- 
Icrentiaied manufactured goods. The 
structure of interest rates is not just about 
allowing market forces to determine the 
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price of capital, but may be a strategic 
method of guiding the allocation of scarce 
investible resources. Restrictions on the 
use of foreign brand-names is not so much 
an inward-looking attitude, if it is perceiv¬ 
ed as a strategic means of buying time to 
develop national brand names that become 
acceptable in world markets after a lag. 
In this manner, state intervention may 
constitute an integral pan of any strategy 
of industrialisation that endeavours to 
strengthen capabilities and develop in¬ 
stitutions rather than rely on incentives or 
markets alonc.^* There is, of course, 
government failure just as much as market 
failure, for neither governments nor mar¬ 
kets arc, or can be, perfect.^ In theory, 
it may be possible to remedy market failure 
by state intervention. In practice, govern¬ 
ments may lack the ability or the willing¬ 
ness to intervene efficiently. It is the nature 
and the form of state intervention that 
matters. The experience of excessive state 
intervention associated with government 
failures, however, should not lead to the 
conclusion that minimal state intervention 
is the best or that market failures do not 
matter. We appear to have moved from a 
widespread belief, prevalent in the IVSOs, 
that the .state could do nothing wrong to 
a gathering conviction, fashionable in the 
1990s, that the state can do nothing right. 
These are caricature perceptions. The 
reality is more complex than simplified 
paradigms that may be in or out of 
fashion. In a world of uneven develop¬ 
ment. characterised by rapid technical 
progress, ever-changing comparative ad¬ 
vantage and imperfect market structures, 
the role of governments in the industria- 
li.sation process remains vital and could 
account for the difference between success 
and failure. For industrialisation is not 
only about gctting-priccs-right; industria¬ 
lisation is also about getting-state- 
intervention-right. 

The second as.sumption has two compo¬ 
nents. both of which are open to question. 
For one, mu.st of the evidence available in 
India suggests that the level of public in¬ 
vestment in the economy has been an im¬ 
portant determinant of the level of private 
investment in the economy. This is parti¬ 
cularly so for the industrial sector where 
public investment crowds-in, rather than 
crowds-out private investment.'" Thus, a 
seeing down of public investment would 
sqiieerx supply responses in the medium 
term not only because it would cut back 
on infrastructure but also becau.se it may 
dampen private investment. For another, 
given the relative magnitudes, it is most 
unlikely that direct foreign investment 
could substitute for other forms of foreign 
capital inflows at least in the medium 
term. The open door policy may stimulate 
large inflows of direct foreign investment 


as compared with the recent past, but we 
must recognise that policy r^mes are per¬ 
missive and not causal. The perceptions 
of transnational corporations about India 
and a comparison with investment uppoi- 
tunities elsewhere would exercise a much 
more important influence. F.ven iindei the 
most optimistic scenario, however, direct 
foreign investment would be more impor¬ 
tant as a means of providing access to 
markets and technology, rather than as a 
means of financing the current account 
deficit. 

The third assumption emphasises the 
importance of access to imports of tech¬ 
nology and neglects the significance ol 
domestic development of technology at 
the present .stage of industrialisation in 
India. The liberalisation of technology 
imports would lead to a multiplicity of 
imports by several firms at a point in lime 
and a recurrence of impoits by the same 
firm over a period of time. The discipline 
of the market would, of course, place 
some limits on this process, but it is possi¬ 
ble that domestic technological capa¬ 
bilities may be slitlcd. Yet, an economy 
that industrialises should be able to move 
from importation to absorption and adap¬ 
tation of technology through to the stage 
of innovation, at least in some sectors, on 
the path to sustained industrialisation. In 
the pursuit of this objective, imports of 
technology and indigenous technological 
development need to be combined in a 
judicious mix. The industrialisaiion e.x 
perience of India suggests that thcie arc 
a number of sectors where the level of 
technological development is just not ade¬ 
quate. There are several examples of situa¬ 
tions where technologies were imported 
for parliculai .sectors at a point of time 
and the absorption of such technologies 
has been followed by stagnation rather 
than adaptation, diffusion and iniiuva 
tion. At the same time, in many cases, in¬ 
digenous development of technology has 
not led to widespread diffusion let alone 
technological upgradaiion. The under ly- 
ing reasons are complex." It is sicai, 
however, that market structures and 
government policies have nut combined to 
provide an environment which would ac¬ 
celerate the absorption of imported tech¬ 
nology and foster the development of in¬ 
digenous technology, or create a milieu 
which would be conducive to diffusion 
and innovation. Indeed, the K and U el- 
fort in the private corporate sector has 
been minimal. It needs to be stressed that, 
at a macro-level, the role of the govern 
ment is crucial fur planning technological 
development across .sectors and over time. 
This means planning for the acquisition 
of technology where it is to be iinpoited, 
setting aside resources for technology 
where it is to be produced at home, or even 


deciding to opt out of a technology where 
it is not needed. For this purpose, it is 
neccs.sary to formulate a policy regime for 
the import of technology, allocate 
resources for R and D*and evolve govern¬ 
ment procurement policies. Such a guid¬ 
ing and supportive role of the slate has 
been a necessary condition for technolo¬ 
gical development among the latecomers 
to industrialisation, particularly in Asia 
but also cl.sewhcrc. 

The fourth assumption is perhaps the 
most curious. It is striking that the entire 
discourse about structural reform pro¬ 
ceeds as if the agricultural sector does not 
e.\ist, or if it exists it does not matter. This 
is indeed pu/./.ling in an economy where 
the agricultural sector contributes one- 
Ihird of GDP and employs more than 
iwo-thirds of the work force. And it is not 
as if the agricultural'sector is without 
siruciutal rigidities or structural im¬ 
balances. The process of macro-economic 
siabili.sation combined with fiscal adjust¬ 
ment and structural reform would, of 
course, be constrained by what happens 
in the agricultural sector. But this process 
would also have a significant impact on 
Indian agriculture inasmuch as it reduces 
fertiliser subsidies and priority sector 
lending, or insofar as it moves domestic 
ptices of inputs and outputs closer to 
world prices. The increase in fertiliser 
prices and the possible increase in the 
price of credit are a cause of concern 
because, given the stagnation and decline 
ol public investment in the agricultural 
sector which began in the late 1970s, the 
use of fertilisers and the avajiabilily of 
credit have been the most important drter- 
miiianls of the increase in yields per hec¬ 
tare and, hence, agricultural output. The 
trade policy reform in India, in the sphere 
in agriculture, which .seeks to disinanile 
restrictions on trade other than tariffs and 
to bring domestic prices closer to world 
prices, represents a fundamental departure 
from (he past. It may set in motion a 
sequence of changes large enough to 
reshape the parameters not simply for the 
agricultural sec'or but for the economy as 
a whole." 'I'hc impact would not be con¬ 
fined to trade flows. It would extend to 
output and prices. The changes in the 
distribution of agricultural output and in¬ 
comes between regions may accentuate in¬ 
equalities, which would have political im¬ 
plications. Increases in domestic prices of 
wage goods produced in the agricultural 
sector arc bound to erode food security, 
which, in turn, would have social conse¬ 
quences. I here may not be much comfort 
in the balance of payments either. Insofar 
av the volume of India’s agricultural im- 
poiis <11 ex|)orts would affect world prices, 
leiiiis of trade arc likely to worsen. The 
possibilities would be constrained further 


Economic and Political \Meekly April 10. 199.^ 


649 



THE BEST LUBRICATION 
TO GET THE BEST OUT OF YOUR VEHICLE 



A vehicle isn't just a mobile machine. To 
some, it's a companion. To others, a precious 
investment. 

Give your vehicle optimum lubrication 
with Veedol. 

Veedol adds the performance edge to 
cars, two-wheelers, trucks, tractors and 
earthmoving equipment. 

Manufactured at one of India's modern 
plants, Veedol meets the latest international 
specifications for superior grades of engine 
oils and lubricants. 

Trust Veedol to give your vehicle all the 
power and protection it needs. 



TIDEWATER OIL CO. (INDIA) LTD. 
Bombay • Calcutta • Delhi • Madras 

fT! THE ANDREW YULE GROUP 

luitnisi.il » HDB MuIhguHlc * SM »HOC 
S * Mulliijc.ii 90 • AB Cirf'ci'ir 


■■■■■■ai 


■■■■■■■I 


SSS»P» 


■■■■■■■I 


SUMITRA PHARMACEUTICALS 
& CHEMICALS LIMITED 

508 & 509. RAGHAVA RATNA 10WER$, 

CHIRAC AU LANE, HYDERABAD • 500 001. 


ManuiiKtiwe of Basic Drugs & Drug Intermediates 
BASIC DRUGS: 

IBUPROFEN ' DILTIAZEM HCL 

RANITIDINE HCL CIPROFLOXACIN 

IBUPROFEN S (+) 

DRUG INTERMEDIATES: 

Iso butyl • acetophenone 
D + add 
CIS (-f) Lactam 
Mono-methyl 

• M e ph o n ct: 202719. 202401. 202615.10UM7 
%lcx: 0475-2152 SPCL IN Hx: (91-8421 253901 


650 


Economic arid Political Weekly April 10, 1993 



















inasmuch as structural rigidities in 
the agricultural sector inhibit supply 
responses. 

VIII 

Concluding Obacrvations 

It is time to draw together some con¬ 
clusions that emerge from the lecture, in 
an endeavour to highlight the contours of 
an alternative view. I would like to stress, 
however, that my observations only pro¬ 
vide a modest bc^nning for a meaningful 
debate, which is essential at this critical 
juncture in our economy. 

In a situation of deep disequilibrium, 
macro-economic stabilisation and struc¬ 
tural reform or adjustment should not be 
simultaneous events. In my judgment, 
stabilisation must restore a .semblance of 
equilibrium in the economy befoie |k>licy 
reform is used to re-structure the economy. 
The simultaneous pursuit of stabilisation 
and adjustment is based on the orthodoxy 
of multilateral financial institutions! 
There are two dimensions to the logic 
underlying this prescription. In terms of 
economics, stabilisation policies on the 
demand side have some corollaries on the 
supply side. In terms of politics, a debt 
crisis accentuates vulnerability so much 
that unpalatable reforms can be imposed. 
Thus, bitter medicine is seen to be b«t ad¬ 
ministered in one swallow. However, there 
are good reasons why stabilisation and ad¬ 
justment should not be implemented 
together, for the multiplicity of objectives 
and of time horizons tends to compound 
difficulties rather than resolve problems. 
For one. such an approach often leads to 
a situation where the economy achieves 
neither stabilisation nor adjustment, so 
that the outcome is stagflation and pover¬ 
ty. For another, if reform is not absorbed 
by the economy or is not acceptable to the 
polity, which is not uncommon in crisis 
situations, disillusionment sets in and even 
the necessary or desirable components of 
reform are discredited. 

The choice of stabilisation policies is 
also crucial. So much so that it can ac¬ 
count for the difference between success 
and failure. There are two points that 
deserve emphasis in this context. First, 
aggregate demand nmnagement should be 
used in conjunction with import controls, 
rather than by itself, since the combina¬ 
tion can bring about an equivalent reduc¬ 
tion in the current account deficit with less 
deflation or without as much sacrifice in 
terms of output and employment. Second, 
aggregate demand management through 
fiscal adjustment and monetary policy 
should squeeze impons and consumption 
of the non-poof, instead of investment 
and consumption of the poor. In other 
words, stabilisation policies must be for¬ 


mulated in such a manner that they do not 
impose a burden on the poor and do not 
choke supply responses. Then, growth and 
equity are not irreconcilable objectives. 

The restructuring of the economy 
should be situated in a medium-term, 
preferably long-term, perspective because 
it is not a matter of here and now. What 
is more, structural reform should be 
perceived not as a fixed menu or display 
but as an a la carte menu where the choice 
of content is as important as the sequence 
and the speed. The process of economic 
reform must be responsive to evolving 
situations and sensitive to social or 
political realities, which means that it can¬ 
not be shaped by analytical absolutisms. 
For example, it is both necessary and 
desirable to reduce the degree of monopo¬ 
ly in the industrial sector and increase the 
degree of competition among firms, but 
the exposure to international competition 
must be introduced in a phased manner. 
Similarly, in terms of any rank ordering 
of priorities, public sector reform should 
precede trade policy reform. And public 
sector reform is not simply about the sale 
of as.set5 or rudimentary forms of privati¬ 
sation, just as premature trade policy 
reform cannot be sustained unless a robust 
export performance creates an import 
capacity in the economy. In sum, although 
it is necessary to rely more on market 
forces at the micro-level, state intervention 
cannot be dispensed with at the macro 
level, for the market is a good servant but 
a bad master. 

I.ast but not least, the strategy of the 
government for the macro-management 
of the economy in the early 1990s resem¬ 
bles the strategy of the 1980s in one 
respect which is a cause for serious con¬ 
cern, and that is a reliance on borrowing 
abroad. Unfortunately, borrowing is only 
a tactic and not a strategy that can pro¬ 
vide a sustainable solution to the problem. 
The analogy of a peasant household that 
can never borrow its way out of debt may 
be an exaggeration but it is not altogether 
inappropriate. In our economy, polity and 
society there is a real danger, borne cut 
by earlier experience, that external 
resources may be transformed into a soft 
option, in so far as they become a substi¬ 
tute for rather than an addition to dome. 
Stic resources, and are used to support 
consumption rather than investment. 
Therefore, in the medium-term, our stra¬ 
tegy of planned structural adjustment at 
a macro-level should endeavour to raise 
the investment-GDP ratio, by raising the 
export-GDP ratio and the domestic 
savings-GDP ratio and not by allowing a 
compensating increase in the import-GDP 
ratio supported by borrowing abroad. In 
this strategy, the most important point of 
departure from the past and the present 


is that, in terms of macro-management, 
we stop using the current account dcFicit 
in the balance of payments as a means of 
Financing the excess of investment over 
saving for the economy and the excess of 
expenditure over income for the govern¬ 
ment. The basic objective should be to rely 
on our own resources to Finance the pro¬ 
cess of development and to make a syste¬ 
matic effort to raise the productivity of 
investment through an appropriate res¬ 
tructuring of the economy. 

To recapitulate, then, it is important to 
distinguish between illusions and realities 
apropos the Indian economy at the pre¬ 
sent conjuncture. But that is not ail. It 
must also be ensured that there is no con¬ 
fusion between strategy and tactics or 
ends and means. For the path that we have 
chosen at the crossroads needs careful 
consideration and substantial correctives. 
The implications are serious and the con¬ 
sequences may be far-reaching, so that it 
cannot be left to economists alone. If 
things go wrong, we could end up globali¬ 
sing prices without globalising incomes. 
In the process, a narrow segment of our 
population may be integrated with the 
world economy but a large proportion of 
our population may be marginalised even 
further in India. Should this happen, and 
I sincerely hope that it does not, the grand 
illusions of a few may indeed be trans¬ 
formed into harsh realities for the many 
in our society. 
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dislingiiish ii'clearly from the existing con¬ 
ceptualisation of the international 
economy as Iconsisting of homogeneous 
units. 

This distinction will become sharper if 
we lake into account the third reservation 
which is related to what has already been 
referred to as the agenda of the units. 
Within the conceptualisation of the inter¬ 
national economy which is concerned 
with trade, it may be legitimate (definite¬ 
ly convenient) to depict all units as hav¬ 
ing the same agenda, but intuitively one 
can see that national economies and 
MNCs cannot be treated as having similar 
agendu. This must be more adequately 
spelled out and I shall try to do so 
subsequently. 

However, one aspect may be noted 
straightaway. The international economy 
of international trade theory is essentially 
a real economy construct of the movement 
of goods from one country to another. Of 
course, it is not pretended that inter¬ 
national trade even when it is between two 
countries is barter trade (though that may 
also happen); it is recognised as pan of 
multilateral trade made possible through 
the medium of money. But if it is not 
exchange of the C-C type, it is only of the 
C-M-C type with money assumed to play 
only the mediatory role of facilitating a 
real economy transaction. Even the 
balance of payments calculations are at 
that level. Conventional international 
trade theory does not move into the M- 
C-M level of analysis. In particular, it does 
not postulate the possibility of trade in 
money (different currencies) which today 
constitutes the major agenda of some of 
the units in the global economy. 

Now if these three reservations are 
taken together, it will become evident that 
the conceptualisation of the global 
economy has to be distinctly different 
from the manner in which the inter¬ 
national economy has been conceptualis¬ 
ed in the Ricardian theory of comparative 
advantage. The global economy must be 
viewed as a collection of heterogeneous 
constituent units with different agendas 
interacting with one another in a variety 
of ways and thus changing its character 
over time. 

Ill 

The characterisation of the global 
economy given above is not an end in 
itself. Its purpose ig to serve as an aid to 
the understanding of what is happening 
around us. A quick review of the develop¬ 
ments in the world economy since the end 
of the second world war may he helpful. 
Recalling the collapse of world trade, the 
competitive devaluations (‘beggar thy 
neighbour’ policy) and the spread of the 
depression of the inter-war period, that 


United States and the United Kingdom, 
as the emerging victors of the second 
world war set out to create “a world in 
which countries did not close their eyes 
to the repercussions of their actions on 
others” as an author subsequently 
expressed it.* That was the underlying 
principle of the Bretton Woods Con¬ 
ference of July 1944-which set up the 
International Monetary Fund (IMF) 
whose responsibility was to maintain a 
fixed exchange rate .system with provisions 
for dealing with temporary balance of 
payments problems of member nations 
and the International *Bank for Re¬ 
construction and Development (World 
Bank) to provide long-term capital 
requirements. For the first time, therefore, 
two international agencies were set up 
followed by a third, the General Agree¬ 
ment on Tariff and Trade (GATT) in order 
to permit national economies to pursue 
domestic policies of their own almost 
autonomously, but providing for free 
trade and free flow of capital among them 
on the basis of fixed exchange rates. 

The arrangement seemed to work suc¬ 
cessfully for the first decade and a halt. 
However, it was not so much the setting 
up of these bodies that accounted for the 
smooth functioning of international 
economy at that time; but the dominating 
role of the US economy, the strength of 
the dollar which would, therefore, func¬ 
tion as the international currency and the 
fact that the flow of capital was almost 
unilateral, from the US to Fmrope in the 
form of the Marshall Plan, to Japan and 
in small trickles also to what were then 
recognised as underdeveloped countries. 
"The American economy became the 
principal engine of world economic 
growth”, recalled a commentator, 
“American monetary policy became world 
monetary policy, and the outflow of 
dollars provided the liquidity that greased 
commerce”.' But the hegemonic role of 
the American economy .and the standing 
of the dollar as international currency 
were to have other consequences which 
soon began to become evident. The 
United States needed foreign exchange to 
finance its global operations, especially 
the stationing of its forces in Europe and 
carrying out a prolonged war in Vietnam. 
But since the dollar was globally accep¬ 
table, the US was in a position to solve 
its balance of payments problems by 
issuing its own currency as and when'the 
need arose leading to such situations as 
the proliferation of ‘Euro-dollars’. For a 
short while the dollar reigned as the un¬ 
disputed global currency (acceptable and 
highly in demand even in the Soviet bloc 
which, in many ways,, stood out of the 
international econoic system that was 
developing in the post-war period) as no 
o:her national currency had ever done. 


One reason for this global acceptability 
of the dollar was, of course, that the US 
government had the legal obligation to 
convert the dollar into gold on demand. 
But this arrangement was not to last for 
long, both for global and domestic 
reasons. At the global level, both Japan 
and West Germany had a spectacular 
economic revival from the l9S0s and 
throughout the 1960s and their currencies, 
mark and yen, emerged into the global 
scene. In the meanwhile, the massive 
escalation of the Vietnam War led to glar¬ 
ing deterioration in America’s balance of 
payments and US domestic policies, par¬ 
ticularly the Great Society programmes of 
the Johnson administration, generated 
huge budgetary deficits generating infla¬ 
tion in that country. These developments 
that began to show the vulnerability of the 
US economy and the steadily growing 
capital surplus of Japan started eroding 
the confidence of the world in the strength 
of the US economy and of the dollar. By 
1971 the outflow of gold from the US had 
become massive and in August of that 
yeas Nixon was forced to announce the 
suspension of the convertibility of the 
dollar into gold, thereby abandoning the 
basis of the Bretton Woods system of 
fixed exchange rates, although the deci¬ 
sion to move to an era of floating 
exchange rates was made only in 1973 and 
was ratified only in 1976. 

The change in the status of the dollar 
and the first oil shock of 1973 resulting 
from the sharp hike in oil prices by the 
OPEC could have thrown the inter¬ 
national economy into utter chaos. 
However, the willingness of the OPEC and 
Japan to continue to hold their surpluses 
in the form of dollar gave the dollar the 
status of de facto reserve currency. 

The period from the end of the second 
world war, or the beginning of the i9S0s 
till the oil shock of 1973, was also one of 
unprecedented growth in output in real 
terms in m^t countries of the world. The 
application of science and technology to 
prcKluctioR was the main re.>son for it 
which also linked up countries of the 
world closer together. There was very 
rapid expansion of internationi trade. 
Along with these changes a development 
of far-reaching consequences was also 
taking place. The political and economic 
clout that the United States had during 
this period was put to use to promote the' 
global interests of the giant US corpora¬ 
tions and to give them a new standing as 
transnational corporations active across 
national boundaries. From an accumulated 
direct investment of a little over S 10 
billion in 1950, American direct invest¬ 
ment abroad had picked up rapidly and 
by the early 1970s the US had become 
more of a foreign investor than an 
exporter of domestically manufhctuied 
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goodit. Thcie invettinents continued to 
some atent in tnditionni mnnufaauring 
industries, but the growth in direa foreign 
investment turned out to be in auto¬ 
mobile chemicals anci elearonics. And 
by the early 1970s international produc¬ 
tion by American transnational corpora¬ 
tions had surpassed trade as America’s 
international jfcconomk; exchange. Foreign 
production by the officials of the US cor- 
poratitms had grown nearly four times as 
large as American exports. Also, a sub¬ 
stantial proportion of the US exports of 
manufactured goods was really transfer 
from an American branch to an overseas 
branch of a transnatioiuii corporation.^ 
What was essentially a US phenomenon 
up to the 1970s became mote widespread 
with European and Japanese trans- 
natiotuiis ai»> following the pattern set by 
the US transnationals. By the early 80s 
TNCs had emerged as a new set of units 
where, till the 1970s at least, national 
economies were the only entities. 

The appearance of the TNCs, therefore, 
marks the first step in the transformation 
of what was the international economy 
into a global economy in the sen.se in 
which I have drawn the distinction bet¬ 
ween the two in the preceding section, it 
will be noticed that the transformation 
indicates not only the presence of new 
kinds of units in the system, but also a 
significant change in the nature of inter¬ 
actions among the units. What was con¬ 
sidered as international trade now changes 
its character. Although, physically, there 
is still a movement of goods from one 
country to another, a significant part of 
this movement must now be considered as 
the jnternal movement of goods from one 
department of a corporation to another 
department. In other words, what was so 
far treated as movement between one set 
of units (countries) turns out to be to a 
large extent movements within another 
unit, a transnational corporation. And, if 
the former was based on ‘market’ trans¬ 
actions, the latter may have entirely dif¬ 
ferent considerations behind it. 

From the middle of the 1970s the 
transformation that was taking place 
came to have another dimension. In the 
l9S0s and 1960s the major part of capital 
transfers from the richer countries of the 
world (north) to the poorer countries 
(south) was through official channels. But 
the surplus liquidity of the 1970s initiated 
the flow of funds from private sources in 
the north to countries of the south. Banks 
and other financial institutions were more 
than willing to lend their excess funds to 
anyone who was willing to borrow, and 
there were many takers, some for the pur¬ 
chase of armaments, some for importing 
oil at the higher global prices, some for 
financing prestigious projects, and some 
for backing developmental efforts. The 


(facade of the 1970s, therefore, was one of 
closer financial links between countries of 
the north (or, to be more precise, between 
some units in countries of the north) and 
countries of the south, primarily through 
bank lending which increased by nearly 
800 per cent during the decade.' 

At the same time, the phenomenal 
growth of the ‘golden decades’ of the 
19S0s and 1960s began to slow down. The 
complexion of ihe global economy at the 
beginning of the 1980s was very different 
from what it was at the beginning of the 
I97(h. Cone was the optimism of the im¬ 
mediate post-war era of the possibilities 
of growth and co-operation among na¬ 
tions. The caution about continuing 
intlalion was replaced by concern about 
a global recession. The early symptoms of 
the emergence of centres of economic 
power in Europe and in the Far East and 
the consequent challenge to American 
hegemony were quite evident. Conse¬ 
quently, in the 1980s leading national 
economies retreated from the earlier em¬ 
phasis on global orientation and multi¬ 
lateralism into preoccupation with their 
own national economies, regionalism und 
‘minilateralism’ becoming its corollaries. 
What ha.s come to be known as ‘new pro¬ 
tectionism’ became the unofficial creed 
among many national governments, 
especially the United States and several of 
the leading European countries, not to 
speak of Japan which always had an 
armoury of measures to keep its economy 
effectively closed to the rest of the world. 

When national economies began to 
retreat from internationalism, leading 
private corporations the world over 
emerged as the champions of the concTpt 
of the ‘global economy’ and of free trade. 
The major ones among them, especially 
the transnational ones, had already come 
to view the world at large as the theatre 
of their operations.' A study in the 
mid-1980s about the manufacture of Ford 
Escort which is assembled as a car in the 
UK and Germany showed that the manu¬ 
facturing prcKcss was done in IS different 
countries, each one of which supplied 
some component or the other of the final 
product.* (The increase in ‘international 
trade’ resulting from such activity can be 
easily inferred.) A more recent account 
puts it thus; “When an American buys a 
Pontiac lx Mans from General Motors, 
for example, he or she engages in an inter¬ 
national transaction. Of Ihe $ 20,000 paid 
to GM, about S 6,000 goes to South Korea 
for loutine labour and assembly opera¬ 
tions, $ 3,500 to Japan for advanced com¬ 
ponents (engines, transaxles and elec¬ 
tronics), $ !,S00 to West Germany for .styl¬ 
ing and design engineering, $ 800 to 
Taiwan. Singapore and Japan for small 
components, S SOO to Britain for adver¬ 
tising and marketing services, and about 


S 10010 Ireland and Barbados for data 
processing. The test—less than S 8.000— 
goes to Ihe strategists in Detroit, lawyers 
and bankers in New \brk, lobbyists in 
Washington, insurance and health-care 
workers all over Ihe country, and General 
Motors shareholders—most of whom live 
in Ihe United Slates, but an increasing 
number of whom are foreign nationals”' 
Two aspects regarding the nature of cor¬ 
porations such as General Motors can be 
seen from this account. The nrsi is the 
iransnalionalisaiion of production already 
referred la Transnational corporations 
make decisions about the location of pro¬ 
duction, taking into account a wide range 
of considerations such as labour costs, 
transport costs, government subsidies and 
taxes, exchange rates and political climate; 
all governed by a single point agenda of 
maximising profits. Sure enough, com¬ 
parative advantage of alteniative locations 
is given careful consideration in arriving 
at a final decision, but these calculations 
are not of the kind that Ricardo had 
thought about. They frequently involve 
negotiations with the governments of host 
countries about terms and conditions. 
These decisions are, therefore, based to 
some extent on comparative costs, but 
they also alter comparative cost calcula¬ 
tions. Secondly, and from an analytical 
point o.f view more significantly, the 
account given above also shows that what 
were considered as transnational corpiHar 
lions (with activities across national boun¬ 
daries) arc also becoming multinational 
in nature with their ownership belonging 
to people of different nationalities This 
indicates the emergence of units in the 
global economy relatively imfapemfant of 
national economies. This is a fairly new 
phenomenon. An American writer says: 
‘‘Beginning in 1991, Japan‘s Maida would 
be prcxlucing Ford Probes at Mazda’s 
plant at Flat RcKk, Michigan. Some of 
these cars would be exported to Japan and 
sold there under Ford’s trademark. A 
Mazda-designed compact utility vehicle 
would be built at a Fard plant in 
Louisville. Kentucky, and then sold at 
Mazda dealerships in the United Stales. 
Nissan, meanwhile, was designing a new 
light truck at its ^n Diego, California 
design centre. The truck would be 
assembled at Ford’s Ohio truck plant, 
using panel parts fabricated by Nissan at 
its Icnncssec factory, and then marketed 
by both Ford and Nissan in the United 
Stales and in Japan. Who is Ford? 
Nissan? Mazda?”* 

The answer to that question is ikN easy. 
But the examples cited above will indicate 
why the TNCs and MNCs are becoming 
champions of the ‘global economy’ and 
why they arc turning out to be the most 
ardent advocates of ‘free trade' even when 
many national governments, known to 
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ORISSA STATE ELECTRICITY BOARD MARCHES AHEAD 


Effective steps are beins taken to make Orissa a surplus State in power by the close of the current century 

by completing the ongoing thermal and hydro projects in time and setting up new power stations with 

faeign collaboration and private investments. 

• Special liberalised policy to attract private participation in power generation with abundance of 
coal and water resources. 

• Works in progress to generate additional 1192 MW of hydro and thermal power by the end of 
8th Plan. 

•» 

• Actions taken to generate power from the 1st 210 MW units of lb Thermal by March 1994 now 
under construction with a total installed capacity of 420 MW at a cost of Rs. 910 crores. 

• The first unit of the World Bank aided 600 MW capacity Indravati Multipurpose Project with a 
total investment of Rs. 1256 crores will be commissioned in June, 1994. 

• Programmes finalised for an additional 2500 MW of installed capacity by the end of 8th Plan 
with foreign collaboration and private investment by setting up Thermal Plants at Gopalpur (500 
MW), Hirma (1000 MW), Naraj (500 MW) and Duburi (500 MW). 

OUR ACHIEVEMENTS 


1. Installed capacity 

2. Consumers 

3. Rural Electrification 

4. Energisation of Pumps 

5. Transmission and Distribution lines 

6. Energy sold inside the State 

7. No. of distribution transformers 


March 1990 
1564.425 MW 

9,16,919 
30,086 villages 
53,503 nos. 
1,02,999 Kms. 
4338 MU 
23,325 


March 1992 

1731.925 MW 
(by Jan’93) 
10,35,496 
32,482 villages 
58,169 nos. 
1,10,405 Kms. 
5593 MU 
26,008 


SAVE ENERGY 
HELP NATION 


ORISSA STATE ELECTRICITY BOARD 


BHUBANESWAR 
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hwe bon proponentt of that doctrine; ait 
letmriag into various shades of protec- 
tionisin. Ftcedom to operate in any part 
of the world is a necessary condition in 
terms of their agenda and the free move¬ 
ment of goods across national boundaries 
is a requirement for their operations. 

But, of count; the free movement of 
goods is not so re^ly achieved in a global 
eoraiomy where national governments still 
make many crucial decisions and control 
many important activities. But there is one 
sphm where frw and rapid movement is 
bectmiing the rule This is the sphere of 
finance capital. And, as The Economist \ 
survey of the world economy quoted in 
Section I chums, the decisive changes in 
the global economy in the decade of the 
1980s took place in this sphere. That 
survey gives the following figures to 
substantiate the chum:* 

—In 1980 the stock of 'international' bank 
lending was $ 324 billion. By 1991, it had 
risen to S 7.S trillion, lb put these figures 
in perspective; in 1980 it constituted 4 per 
cent of the GDP of OECD industrial 
countries; in 1991, 44 per cent. 

—In 1982 the total of international bonds 
outstanding was S 259 billion; by 1991 it 
was S 1.63 trillion. 

-<p 1970 America’s securities transactions 
with foreigneis amouqted to the equivalent 
of 3 per cent of the country’s GDP; in 
1980 the figure was 9 per cent; in 1990 it 
was 93 per cent The correspondiiv figures 
for ikfest Germany are 3 per cent, 8 per 
cent and 58 per cent; and for Japan, 2 per 
ceiK (1973), 7 pn cent and 119 per cent. 
-Currency tiadiw in 1991 was estimated to 
be roughly S 900 billion each day. 

1b these may be added information ob¬ 
tain^ from another source that foreign 
direct investment (i e; capital invested 
throughout the world, crossing national 
boundaries) rrearly tripled in the 1980s 
and by the end of 1990 stood at over! 1.5 
trillion in terms of book values.'* 

These changes, and in particular, the 
very Short period in which they took place 
arc; indeed, mind-boggling and support 
The Economists claim that they have 
brought into the global economy a totally 
diffeicm dimension. What is the explana¬ 
tion for these changes? According to the 
survey, the finandai transformation of the 
IWOs was just the newest phase of an old 
procfcss: market-driven economic develop¬ 
ment brought about by innovation, 
technology and deregulation. This may be 
SO; but it does not give enough clues to 
understand what happened and what has 
been going on. The survey also provides 
some more detailed explanations situating 
the new phenomenon in the context of the 
international economic relationships of 
the I9 Nb, especially among the big three, 
the 1{S; Japan and Germany. At the begin¬ 
ning of the decade the US had a current 


accenmt surplus of S 1 billion vriiich began 
to change into a deficit fairly mn main¬ 
ly because of the policies pursued by the 
first Reagan administration. By 1987 the 
deficit had reached S 160 billion. Since the 
US deficit was primarily in relation to 
Japan and West Germany, they moved 
into current account surplus. The surplus 
countries lent America the capital it 
needed to pay for its excess of imports 
over exports. Balance of payment state¬ 
ments of this kind are, of course, net 
figures, hiding the magnitude of gross 
transactions. In any case, they show the 
extent of financial transactions across 
national boundaries arising from such 
situations. There is also a related pheno¬ 
menon. These transactions led to con¬ 
siderable exchange-rate volatility which 
become a regular feature in the 1980s. In 
turn exchange-rate volatility promoted 
rapid movements into and av^y from the 
leading currencies, thus adding to the 
volume of transactions. Such a climafc 
also provided excellent opportunities for 
speculative transactions, again, augmen¬ 
ting the flow of funds in different direc¬ 
tions. Differences in interest rates in 
different parts of the world, especially in 
the leading countric.s, further stimulated 
these propensities. As the survey argues: 
“The higher the interest rates are, and the 
more interest rates and currencies move 
around, the greater the opportunities for 
profitable 'regulatory arbitrage’ are like¬ 
ly to be.” These movements were greatly 
facilitated by the dramatic changes in 
communications technology which made 
possible 24-hour financial trading and a 
vast range of new financial instruments 
for round-the-clock traders to buy and 
sell. 

It is not surprising that TNCs and 
MNCs with their single point agenda to 
make profits and to make them quick 
found in these new developments a fresh 
avenue tor their transactions. Shrewd 
financial transactions, buying and selling 
of shares, buying and selling of entre- 
prises, take-overs, mergers and all forms 
of ‘paper entrepreneurship’ are becoming 
the best ways of making profitf and hence 
this new segment of the global economy 
has come to be dominated by the TNCs 
and MNCs. 

It must be noted too that while these 
spectacular changes -were taking place in 
the financial realm, the performance of 
the global economy in real terms was mov¬ 
ing in the opposite direction, especially in 
the north. The World Bank’s World 
Development Report 1991, for instance, 
showed that the GDP per capita of the 
industrialised market economies grew at 
an annual average of 3.6 per cent from 
1950 to 1973, but only by 2 per cent from 
1973 to 1989. In fact, a comparison over 


tune of inusirial production of the leading 
countries subslantiales this further as can 
be seen from the lable." 

We must, therefore, infer tiutt one of the 
striking aspects of the globai economy is 
a palpable disjunction between the ‘real’ 
economy and the financial economy and 
the TNCs and MNCs may be hugely 
responsible for this. As Peter Drucker has 
observed, “Ninety per cent or more of the 
transnational economy’s financial trans¬ 
actions do not serve what economists 
vrould consider an economic function. 
They serve purely financial functions. 
These money flows have their own ra¬ 
tionality. of coure. But they are in large 
part political rationalities, anticipation of 
government decisions as to central bank 
interest rates or foreign exchange rates, 
taxes, goveriunent deficits and govern¬ 
ment borrowing, or political-risk assess¬ 
ment.’*'^ However, this does not mean 
that the real economy and the financial 
economy are distinct entities in the emerg¬ 
ing global economy: They interact and 
intermesh, but not always in a predictable 
manner. 

IV 

The rather sketchy account of the 
salient aspects of the transformation that 
has been going on during the past four 
decades or so, evolving a global economy 
out of an international economy, it is 
hoped, is helpful to an understanding of 
the giobal economic context of the early 
i990s which constitutes the backdrop to 
Indian economic reforms. Let us try to 
capture its essential features: 

(I) Relationships among national 
economies still play a major role in the' 
contemporary global economy. But these 
relationships aft not multilateral in any 
meaningful sense of that term. There are 
four distinct centres of the interoatiimal 
economy: North America (led by the 
United States); Europe (with a unified 
Germany in the lead); the Far East (where 
Japan is the ttiajor actor foliovred by 
South Korea); and the People's Republic 
of China. These are the active agents of 
the international economy with other 
national economies being passive par¬ 
ticipants in it. Of the four, the last lias 

TxBI.I : iNIHfSTXIAI PaoUtK IHIN—Annuai 
AvtXAi.r 

tPer Cent) 


1960-70 1970-80 1980-90 


United States 

4.9 

3.3 

2.6 

Japan 

15.9 

4.1 

3.9 

West Germany 

5.2 

2.3 

1.8 

France 

6.0 

3.0 

1.3 

Italy 

7.3 

3.3 

1.3 

United Kingdom 

2.9 

l.l 

1.8 
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;tpecial characteristics of its own and has 
not been drawn into the global system as 
much ^s the other three. 

f2) In terms of economic activities— 
production, trade and capital flows—the 
firs) three account for a very high pit>- 
porjtion. With respect to capital, Germany 
ano Japan have emerged as surplus 
nations and the US as the largest dericii 
nation absorbing a major share of the 
capital available in the global system. For 
instance, in 1988 Japan had a surplus of 
some S M billion, Germany S 48 billion, 
and the NICs of Asia $ 26 billion. As 
against these (and smaller amounts from 
other countries) the US absorbed some 
S I3S billion. In other words, “the US is 
now absorbing most of the capital 
exported by all the creditor nations of the 
world ther^ crowding out other poten¬ 
tial borrowers and increasing world real 
interest rates.'”' 

(3) This situation has its bearing on the 
world's trading system, let us note that 
in spite of all the trumpeting about ‘free 
trade’ as the natural corollary of the 
capitalist system, no leading capitalist 
country has really practised it. When 
GATT was established in 1948 to achieve 
a ‘freer and fairer trade’ through reduc¬ 
tion of tariffs and diminution of other 
trade barriers, enough exceptions were 
provided, for instance, to keep agriculture 
entirely out of its purview at the insistence 
of the US and many European countries. 
As a recent study observes, “The (GATT) 
system was never based on standard 
economic arguments for free trade, but 
ratiwr on a kind of managed mercantilism 
under which countries traded 'conces¬ 
sions’ on imports in return for export op¬ 
portunities”'^ This system of concessions 
has now run aground for a variety of 
reasons, the chief among them being the 
magnitude of current account deficits of 
the US which has led to increased 
pressures for protectionist policies in that 
country. The global trade regime has 
undergone major changes in the l<MOs. In 
1983 the Council of Economic Advisers 
of the President of the United States 
reported: “The world is moving away 
from, rather than toward, comprehensive 
free trade. In major industrialised coun¬ 
tries, for example, the proportion of total 
manufacturing subject to non-tariff 
restrictions rose to about 30 per cent in 
1983, up from 20 per cent just three years 
earlier!’'' This tendency has continued. 
The Economixi 's survey of World Trade 
in September 1990 gave the following 
information. Many new sorts of trade pro¬ 
tection have been proliferating in recent 
years. One of these devices is what has 
come to be euphemistically referred to as 
’voluntary’ export restraint (VER). 
“Increasingly, if a powerful government 


is worried about the harm that imports 
ate doing to its producers, especially if it 
happens to be the American government, 
it requires another government on pain of 
retaliation, to restrict its country’s exports 
of the good in question”"^ This is an old 
practice going back to the 1970s when it 
was largely confined to textiles. But more 
recently VERs have spread to steel, cars, 
shoes, machinery, consumer electronics 
and more. The GATTs secretariat has 
counted nearly 300 VERs! In this connec¬ 
tion The EconmisTi observations about 
‘Section 301’ are worth repeating; “The 
crowbar in America’s toolbox is the 
notorious Section 301 of its trade law. This 
gives the president broad authority to 
retaliate against foreign trade practices 
that unfairly discourage American 
exports. America decides what is unfair; 
the law is vague on the point!’*' The 
'Super 30r was added in 1988 making it 
obligatory, again on pain of retaliation, 
for the ‘named’ countries to reach agree¬ 
ment with the US TVade Representative 
within 12 to 18 months. It may be recalled 
that India is one of the 'named' countries. 

It is not only the US that tries to pro¬ 
tect its trade Japan is even more notorious 
with the difference that protectionism 
there is a domestic policy—the Japanese 
have ‘voluntarily* agreed not to use 
foreign goods if these are produced in 
Japan also! 

U) In terms of national currencies, for¬ 
mally from 1971 and effbetively from the 
second half of the 1980s the global 
economy has been functioning without 
any formally accepted standards or even 
a lead currency, taking the situation to the 
same kind of flux and uncertainty that 
prevailed after the collapse of the gold 
standkrd during the inter-war period. This 
has led to exchange-rate volatility becom¬ 
ing the order the day. 

(S) Transnational and multinational 
corporations have emerged as powerful 
non-governmental agencies in the global 
economy. They operate vvith a single point 
agenda of maximising financial profits. 
They have transnationalised the produc¬ 
tion process with no long-term commit¬ 
ment to any particular global location and 
always ready to hop, step and jump to 
wherever they perdeive their advantages to 
be. They exercise a great deal of control 
over capital movements, but, for reasons 
indicated, capital of this kind is essentially 
footloose, here today and gone tomorrow. 
Increasingly the TNCs and MNCs are 
turning to financial activities and their 
actions have led to a substantial integra¬ 
tion of the financial system in the global 
economy. They take full advantage of the 
exchange-rate volatility and, to a laige 
extent, also generate such (lucluations. 
Exchange rates today arc much more a 


reflection of global financial transactions 
than of trade. Because of their ability to 
influence exchange rates the TNCs and 
MNCs can greatly impact national 
economic policies, especially relating to 
monetary policies. In the emerging 
global economy, therefore, these non¬ 
governmental agencies have a profound 
influence, very evident in some respects, 
but subtly hidden in many other respects. 

(6) In view of all these changes, the 
international economic agencies such as 
the IMF and the World Bank have lost 
much of their original mandates, but they 
now function primarily to protect ‘global 
stability’ which can mean only stability 
that favours those who control the 
physical and financial resources. In 
pretending to be guardians 'Of ‘global’ 
interests, they become effective allies of 
tho.se who are the de facto controllers of 
the system. 

(7) Poorer countries of the world as a 
group—the ‘South’—have had a rough 
deal in the emerging new dispensation. On 
this, the best description is seen in the 
Report of the South Commission: “The 
widening disparities between south and 
north are attributable not merely to dif¬ 
ferences in economic progress, but also to 
an enlargement of the north’s power 
vis-a-vis the rest of the world. The leading 
countries of the north now readily use that 
power in pursuit of their objectives. The 
‘gunboat’ diplomacy of the nineteenth 
century still has its economic and political 
counterpart in the closing years of the 
twentieth. The fate of the south Is increas¬ 
ingly dictated by the perceptions and 
policies of the governments in the north, 
of the multilateral institutions which a few 
of those governments control, and of the 
network of prirmte institutions that are in¬ 
creasingly prominent!”* And, “A net- 
viork of relationships has been built up 
among private entities—banks, investment 
houses, transnational companies—in the 
leading developed countries. This has 
served to strengthen the influence of deci¬ 
sions made by private bodies on world 
economic activity, and to that extant to 
limit the effectiveness of governmental 
policy decisions. For the south the result 
is even further marginalisation and greater 
powerlessness!’*'’ Neither is this mere 
rhetoric in terms of hard cash, for 
instance, the debt-related transfers of 
resources from 1984 turned out to be from 
the south to the north, the net amount 
being as high as $ 163 billion between 1984 
and 1988. This reverse flow was not only 
from the south to the north, in 1986-88, 
net credits from the IMF to developing 
countries also turned out to be negative. 

Such is the global economy to which 
through the reform measura initiated in 
July 1991 the Indian economy seeks 
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greater iniegratipn. A number of ques¬ 
tions need to be raised regarding this pro¬ 
posed integration even when the answers 
may not be readily available. 

First, the timing. India has been under 
advice for many years to make its 
economic polkijcs Vwiward oriented* to 
'open up’ its economy to fordgn goods 
and foreign investment and to join in the 
global movement towards liberalisation 
and privatisation. Apart from some 
‘theoretical’ considerations, this advice 
vras based on some empirical evidence, in 
particular, the experience of Singapore, 
Hong Kong, laiwan and South Korea— 
the ‘Asian tigers—who took the advice a 
couple of decades ago and have shown 
excellent results in transforming 'their 
economies. This, of course, raises many 
questions such as repeatability of such 
experiences. But at least one of these is 
crucial. Does the global economy in the 
early 1990s provide the same kind of con¬ 
ditions as it did in the mid-l96Qs and even 
the early 1970s? The 1960s were years of 
rapid growth of the global economy as 
also of international trade. In sharp con¬ 
trast, the World Bank’s World Dmlop- 
ment Report, 1991 with ‘the Challenge of 
Development’ as its theme had this grim 
picture of the economic scene of the early 
1990s: 

A seven-year expansion in the world 
economy came almost to a halt in 1990. 
Signs of slowing economic activity in a 
number of large industrial countries 
became evident as monetary policies were 
tightened in response to production at 
near-capacity levels and rising inflation. 
The slow down became more widespread 
and pronounced with the Gulf crisis in 
August 1990. Increased uncertainty had 
adverse effects on consumer and business 
confidence, which in turn led to markedly 
lower growth of consumer spending and 
business investment in the industrial coun¬ 
tries. The financial requirements of the 
unification of Germany and war-related 
reconstruction in the Middle East exerted 
upward pressures on short-term interest 
rates in Germany and Japan despite the 
economic slow down in 1990 and early 
1991. Real GDP growth in industrial coun¬ 
tries slowed down to about 2.6 per cent 
in I990compaied with 3.3 per cent in IM9 
and 4.3 per cent in 1988. 

Canada, the United Kingdom, and the 
United States have been in recession. 
Growth has also slowed down elsewhere 
in Western Europe Equity prices in Japan 
have fallen by about SO per cent, and tire 
quality of commercial biuik pon folios in 
both Japan and the United States has 
deteriorated. Although the slow down of 
the industrial economies is likely to be 
short-lived and shallow, the recovery is 
expected to be only gradual. 

In the developing countries, real GDP 
growth declined from 4.3 per cent in 1988 


to 2.9 per cent in 19^, the lowest since 
1986. The main reasons—in addition to 
continuing macro- cr.omic instability 
and domestic po>n.y weaknesses—were 
falling non-oil commodity prices, high 
international (non-dollar) interest rates, 
and slower growth in world trade.^ 
Surely, reasonable thinking would not 
have favoured greater integration with the 
global economy under such conditions. 

Second, the diagnosis of the crisis of 
the Indian economy. The argument put 
forward when the reform measures were 
suddenly announced was that the prudent 
strategies of growth of the 1980s and the 
wise policies derived from them were 
reversed by two short-sighted governments 
that were in power from December 1989 
to June 1991. On the contrary, even a 
cursory examination of the evidence 
available from official sources will show 
that the aisis was the direct consequence 
of the policies of the 1980s—growth sup¬ 
ported by mounting import surpluses and 
financed by reckless government deficits 
particularly on revenue account related to 
the political decision not to ’hurt’ those 
able to pay direct taxes. These were very 
similar to what was being put into effect 
in the United Slates at the same time and, 
not surprisingly, with the same conse¬ 
quences. viz. alarmingly high debts, both 
internal and external. Unfortunately, 
however, while the creditors of the United 
States were ready to support the US posi¬ 
tion, no one appeared to be willing to lend 
support to a struggling India. 

Third, if the diagnosis was wrong, were 
the remedies right? The capital flights of 
October 1990 to June 1991 and the con¬ 
sequent sharp fall in the foreign exchange 
reserves were mentioned as the immediate 
manifestations of the crisis for which 
remedial measures were needed. The 
Economic Survey. 1992-93 has now pro¬ 
vided the figures: During those months a 
total amount of S 1.33 billion was with¬ 
drawn from the Foreign Currency Non- 
Resident Accounts (FCNR), starting with 
S 102 million in October, going down to 
S II million in February, but picking up 
again, shooting up to S 373 in April, then 
$ 228 in May and another S 330 in June. 
Certainly, the cumulative impact of :hese 
flights would have been alarming, 
especially to a new administration. But 
what was the nature of these capital 
flights? It has been pointed out that the 
capital flights started after the World 
Bank had strongly advocated a 20 per cent 
devaluation of the rupee in a report in 
October 1990.-' Even if there is not 
enough evidence to suggest that the 
capiul flight was thus engineered, it can 
be safely inferred that the learned 
arguments of the bank must have had a 
bearing on the decisions of the NRIs. In 


any case, if the crisis was precipitated by 
capital flight, was the devaluation of the 
rupee the first and best way to resolve it? 
The answer could be that the devaluation 
was a confidence restoring measure and 
it seemed to have worked because the 
capital flight was arrested. Perhaps yes; 
although the evidence is not very convin¬ 
cing. The FCNR flow turned positive in 
January 1992, but from there until 
September it was again negative. After 
that till January 1993 (the latest month for 
which figures are available) it remained 
positive. Will there be another outflow 
now that the interest rate has beeen 
brought down? In other words, how much 
can one rely on the NRl deposits? Are 
they being made for patriotic reasons, or 
are they part of the global phenomenon 
of transient capital resting in India for a 
while? 

Fourth, other than as a temporary 
confidence restoring mea.sure what is the 
devaluation expected to achieve? In the 
conventional thirory of international trade, 
devaluation is expected to correct balance 
of payments problems by stimulating 
exports and curbing imports. The latter 
is almo.st sure to happen becau.se devalua¬ 
tion will make imports costlier in terms 
of the domestic currency, but the former 
will depend very much on how price 
elastic a country’s exports are and whkher 
the increase in the volume of exports (if 
it happens) is sufficiently large to compen¬ 
sate for the higher exchange value of the 
foreign currency. Export and import 
figures are available only up to 1991-92 
which show that exports fell to S 18,133 
million from the 1990-91 figure of S 18,491 
million, and that imports also declined 
from S 26,241 million in 1990-91 to 
$ 21.213 million. Less than one year’s 
figures are certainly not adequate to judge 
the issue. But the more important ques¬ 
tion is whether in the kind of global 
economy that has been emerging, a coun-- 
try like India has much of a chance to 
boost its exports through exchange rates 
adju.stments alone. 

Fifth, there is the related issue of the 
convertibility of the rupee. Here, again, 
convertibility will be a desirable objective, 
to work towards if the external value of 
a national currency is determined pri¬ 
marily in terms of its ‘real’ transactions 
with the rest of the world. But in the 
global economy where financial transac¬ 
tions perse, including speculative buying 
and selling of currencies, are .substantially 
the major component of transactions, is 
convertibility a virtue in itself? As of now 
the convertibility is limited to current ac¬ 
count, but if and when it becomes effec¬ 
tive on capital account too, will there not 
be speculative buying and selling of the 
rupee which may lead to violent fluctua- 
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tiolu in its external value? Is it un¬ 
reasonable to imagine that the rupee then 
will face problems similar to what has 
been happening to the British pound and 
the Italian lira? 

Sixth, how realistic is it to expect that 
when the rupee is devalued and conver¬ 
tibility is established, there will be a 
significant flow of foreign capital into 
India? Some foreign capital will come in, 
as has happened in the food processing 
industry, for instance, to take advantage 
of India’s big domestic market for such 
goods. But that would not lead to increase 
in exports and help to reduce the underly¬ 
ing balance of payments problems. On the 
contrary, to the extent that payments will 
have to be made in foreign currency, the 
balance of payments position may get ag¬ 
gravated. ^me finance capital may also 
come in as has been happening. It has 
been observed that in 1991-92 foreign 
banks had made a profit of mote than 
Rs 1,000 crore in their Indian operations 
and that profits from Indian operations 
wcte.far larger than the global rate of pro¬ 
fits.^ Is this all that the reforms can 
achieve? If more is to be expected, from 
which sources, for what reasons and on 
what terms? 

These questions have been raised not to 
suggest that the Indian economy should 
delink itself from the global economy. 
That option does not exist. Neither is it 
implied that the Indian economy does not 
ne^ reforms, fta from it. There is ab¬ 
solutely no doubt that a large measure of 
debureaucratisdtion and reduction of 
political meddling in day-to-day economic 
matters are both very much needed. But 
these cannot be achieved by divesting of 
the shares of public sector enterprises 
without a proper enquiry into their poor 
performance or by announcing tax con¬ 
cessions one after the other. If it is the case 
that in today's global economy no coun¬ 
try has the option to contract out com- 
phnely, it is equally the case that in no 
country can the state withdraw from 
economic activity. 

Of course, in India e9en under the guise 
of liberalisation and privatisation there is 
no proposal for the state to retreat com¬ 
plete from the economic sphere. Political 
compulsions will not permit it. But that 
is not enough and that is not the issue 
What is needed is for the state to define 
iu economic agerula clearly. There na^ 
been no such thing so far. The reform 
measures so far have been a package of 
cliches and ad Aoc *adjustments’ without 
any explicit statements about long-term 
objectives and steps to achieve them. That 
will not da 

In defining an economic agenda for the 
country it is important to note that in a 
my meaningful sense economic policies 
in India will have to be inward-oriented. 


The suggestion is not that we should go 
in for a further regime of import substitu¬ 
tion without any consideration for the 
global situation. On the contrary what it 
does mean is that the Indian economy can 
expect to become an active player in the 
emerging global economy only to the 
extent that two basic internal issues are 
tackled. The first and most immediate is 
that there has to be a restructuring of the 
industrial economy of the country. It is 
totally unrealistic to suggest that the 
problem in the industrial structure is 
solely the poor performance of public sec¬ 
tor enterprises. Basically, the problem to 
be resolved is in the private sector—the 
near total absence of innovative effort, in¬ 
difference to qualitative orientation, at¬ 
tachment to the limited but readymade 
Indian market. It is futile to expect that 
opening up and liberalisation will 
automatically resolve these issues because 
they will bring in competition with 
them.^’ That is an assumption carried 
forward from the international economy 
of the Ricardian era. Without going into 
details, it can be argued that there is a 
good chance that the internal restructur¬ 
ing that will take place as a result of open¬ 
ing up without a conscious restructuring 
policy may be for Indian industrial enter¬ 
prises to become subcontracting agents of 
global enterprises. That is the kind of 
restructuring that powerful MNCs are in¬ 
terested in and already there is tremendous 
eagerness in India to get on to the MNC 
bandwagon. It may yield some short-term 
financiai benefiis, but it is a poor policy 
if the intention is the strengthening of the 
real economy of India in the long run. A 
reorganisation of the industrial economy 
of India to achieve that long-term objec¬ 
tive can come only through stale initiative 
and monitoring. It has, therefore, to be 
a major item on the economic agenda of 
the state. 

The second internal reoi^nisation that 
is required is more fundamental. A long¬ 
term - industrial and developmental 
strategy in India can be sustained only to 
the extent that it succeeds in incorporating 
the masses into it. In the industrial sphere 
it must include the augmenting of the pro¬ 
ductivity of workers in what are described 
as the traditional village industries on 
which vast millions of people still depend 
for employment and livelihood, establish¬ 
ing closer links between them and the 
more dynamic sectors and carefully re¬ 
organising the market structure.*'' it must 
also take into account the role of the 
modern small-scale industries linking 
them effectively with the larger ones. 
Hence, this too must figure prominently 
in the economic agenda of the state. One 
of the major implications is that there will 
have to be a carefully organised training 
and retraining programme of massive 


dimensions. That is why the sute will have | 
to be an active agent in this sphere: # 

Another major area for state action is 
to ensure that the real economy and the 
monciacy^fiiiancial economy do not get 
dissociated which is the distinct fei&uieof 
the emerging global economy. At the 
global level this has happened because of 
the emergence of new units who can con¬ 
centrate entirely on financial aspects and 
financial gains. No national economy can 
afford to do it. The agenda of national 
economies will have to be in the sphere 
of the real economy with money and 
finance being used, to facilitate and 
co-ordinate the functioning of the real 
economy. All national economies now 
have to be alert to the activities of units 
in the global economy whose primary pre¬ 
occupation is with finance and whose 
involvement with the real economy is only 
to promote financial gains. Handling this 
situation is not easy because these new ac¬ 
tors in the global economy are both within 
and without the territorial jurisdiction 
and legal controls of national govern¬ 
ments. National economic policies all over 
the world have to reckon with this fact and 
decide, in terms of the specifics of each 
situation, how to deal with it. The stock 
exchange scam has already shown us what 
the pursuit of financial proftts detached 
from* the real economy component can 
lead to. In this sphere, cerrainly, complete 
abandon to private interests is not the 
answer and the state, as the guardian of 
larger social interests, has a decisive role 
to play. 

In sum, the nature of restructuring and 
reforms that the emerging global eoononiy 
makes necessary is not as simple as 
privatisation, liberalisation, marketisa^ 
lion, globalisation or whatever jother 
slogan that is found attractive and 
marketable tor the lime being. It calls for 
a proper understanding of the far- 
reaching changes taking place in the 
global economy and intelligent responses 
to them with a Lleai perception of social 
priorities, let the reader decide how the 
economic rel'orm measures now being 
pushed measure up to these norms. 
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Where in the world 
have 250,000 of our 
compressors gone ? 



Australia, Canada. China, Italy, Russia, 
Singapore, UK, USA... to name just a few. 


IngersoN-Rand is far bv far the largest exporter of 
compressors from India. In the last few years, exports have 
earried overRs 320 million in foreign exchange annually. 

A major breakthrough has been the export of sophisticated 
jsrocess gas compressors to the People's Republic of China 
and small air compressor packages to Russia. 

Apart from compressors, oui exports include dnlling rigs 
and allied equipment to Africa. S.E.Asia and the USA. 

But that's not all. For the last sixteen years, Ingersoll-Rand 
has consistently received recognition certificates, shields and 
trophies from the Export Promotion Council tor outstanding 
export performance. In 1989-90, we also won the All India 
Best Exporter Shield. An achievement befitting a comjsany 


which, to date, has exported over 250,000 compressors to 
every cxjntinent. 

Manufactured at our Ahmedabad plant, Ingersolt-Rand 
compressors have earned an International-reputation tor 
unmatched reliability. 

And over the years we're only getting better. 

Now you know why our compressors have gone whera 
they have. 

Ingersoll-Rand Is a Government recognlsM Export 
House. Besides our own products, we also promote 
exports of high quality equipment of other local 
manufacturers. 
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The first name in compressors... worldwide 
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by June 10,1993. The couise will commence on ScfHembcr 2, 
1993 
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At NALCO, environment protection is a way (A life. Just as 
acKieving self-suf^ciencyanJ maximizing exports Kave been 
its. prime goals. 

NALCO is playing tlie role of a cazing'mdtlier in preserving 
tke eco-system of tKe places in and around its Mines & 
Plants. 

Treating harmful effluents with top-hnotch technology. 
Recycling toxic residues into end-products. Constant 
monitoring of Air & Water. Establishing green belts. Helping 
today's shoots grow into tomorrow's trees, so that the bird 
can sing. 



National Aluminium Company Ltd 

(A CScivenunent of India Enterpnae) 

Janpath, Bhubaneswar 7S1007 
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Economic Discipline and External 

Vulnerability 

A Comment on Fiscal and Adjustment Strategd^s 

I* (^han^ni»M*khar 

Jayati Ghcwh 

1/ two years of shock therapy constitute any evidence, there is no ground for optimism regarding the viability 
CMWrt/ strategy, either from a growth or from a balance of payments point qf view, 
e current adjustment strategy makes sense only ij it is seen as a combination oj measures that hem the system 
in ways that render the rate of growth dependent on the corifidence of international capita! in the domestic economy. 
If current levels of corifidence persist, then whenever net IMF inflows run out, growth would automatically be 
reduced to levels that equate the current account deficit to new foreign capita! inflows. 

Thus the discipline that this strategy imposes is one that forces the system to tailor its needs to the requirements 
of international confidence. How meagre those needs are is left to the uncertain dynamics of international capitai 


I 

THE Budget 1993-94 has been presented 
not just as an exercise in garnering 
revenues to meet specified expenditures, 
but as a statement on the next step in the 
ongoing process of economic adjustment. 
This adjustment strategy, being adopted 
in response to the acute balance of pay¬ 
ments crisis generated by the growth pio- 
cess during the 1980s, appears to have two 
sets of aims. 

First, the aim of tethering India more 
firmly to the international market for 
commodities and finance, ostensibly to ex¬ 
ploit the benefits of intcrdc|>endcnce that 
India missed because of its isolationism 
in the past. This involves the following 
policies in the current sitiiaiion; reducing 
tariff barriers to imports, having earlier 
done away with quantitative restrictions 
on them; allowing the exchange rate to be 
determined by the market; doing away 
with restrictions on and disincentives for 
the inflow of foreign diicci and portfolio 
investment; furthering the process of 
dismantling controls on capacity creation; 
production .and prices to provide domestic 
and foreign investors with the ‘flexibility’ 
needed to restructure capacity in the new 
environment; and finally, using restrictive 
fiscal and monetary policies as the residual 
device to prevent any explosive trend in the 
balance of payments during the transition 
to what is expected to be a vibrant and 
internationally competitive economv. 

The second aim of the announced ad 
justment strategy appears to be an effori 
to win political room for manoeuvre, 
when implementing a programme that is 
both expensive in terms of growth in the 
course of the transition and inequitous in 
its distribution of the burden across dif¬ 
ferent sections of the population. It in¬ 
volves: a promise to step up plan outlays 
on rural development and poverty allevia¬ 


tion, despite the adjustment proce.ss; an 
effort to provide special concessions for 
private invesimeni in sectors like power 
production or in regionally backward 
aieas so tliut the adverse effects of the 
‘fiscal retreat’ of the state on mfrastriic- 
liiral capacity and legional inequality are 
partiv alleviated; and finally, the claim 
that adjusimeni noiwiilistHiiding, the 
government will not give up its role as 
a source of stimulus and support for 
growth, but rather expand capital expen¬ 
ditures substantially. 

These features of the adjusimeni stra¬ 
tegy raise, in’eraha, four questions. Tirst, 
since ‘liberalisation’ nebulously defined is 
not new in India, but in fact was pursued 
with some vigour during the 1980s boom, 
is the difference between the current 
strategy and that of the 1980s merely one 
beiwcen gradual liberalisation and the 
notion of ‘shock therapy’ common in cur¬ 
rent day adjustment parlance? Second, 
what are the premises that underlie the 
argument that fiscal and monetary poli¬ 
cies can play the residual role of preven¬ 
ting an explosive trend in the current ac¬ 
count deficit and how valid are they? 
Third, what are the likely effects of the 
new exchange rate regime and the associ¬ 
ated form ot balance of payments mana¬ 
gement? And. finally, is the superficially 
observable conflict between the ‘fiscal 
lelreat’ of the state and its pcrsistenc- as 
a .source of siimulus and support lor more 
equitable growth more real than accepted 
by the government? 

These issues are considered in more 
detail below. The next section contains a 
discussion ot the background lo the re¬ 
cent adjustment measures and a.sscsses ihc 
validity of using domestic deflaiiiinaiy 
policies to achieve external balance in the 
context of trade liberalisation The third 
section explicitly considers the use ot ihe 
floating exchange rate and other aspects 


of balance of payments management. The 
last section deals with the need for capital 
inllows for both domestic growth and eir 
lernal balance in such a strategy, and the 
iclateii requirement of financial liberali¬ 
sation. 

11 

During the Iate-I970s and 1980s India 
was ir< a position to move out of a phase 
of scciijar deceleration into one of rather 
remarkable growth, largely because the 
constraints it faced to using deficit financ- 
ed expenditure as a .stimulus to growth 
wcic overcome. The fiscal deficit in the 
central government’s budget rose from 4.1 
[>er ceni ol ODF in 1975-76 lo 9 per cent 
III 1986-87 and hovered around the 8 per 
cent level till 1990-91. Cpnwniionally. a 
simplistic reading of what ate national in¬ 
come identiuesjs u^ to suggest that the 
f iscal deficit is a determinant of the cur¬ 
rent account deficit. But historically read, 
the Indian ex|>eriencc suggests that the 
‘causality’, if it is unidirectional, runs the 
i>thcr way 

Til' Ihe early 1970s the limits to the 
deficji on the current account that India 
cou>d incur were set by its limited access 
to international finance, largely through 
the dcvclopineni aid network. This, in fact 
determined the ‘slop go’ policies of Ihe 
govenimcni with regard to deficil-finanoed 
cKpcndiiurc typical of the import-substt- 
I 111 toil years and the decade of secular 
deceleration starting in Ihe mid-1960s, 
t.iii-en the limits lo foreign capital inflows, 
anv effort on the part of the government 
to sicr> up outlays based on an expansion 
ol Its deficit soon spill over in the form 
ot ‘domestic excess demand' and therefore 
proved inilaiiunary. And given (he in¬ 
evitable sensitivity of the state in a 
democratic context to the price level, the 
inflation bariier’ proved to be the binding 
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constraint on the government’s effort to 
stimulate growth based on deficit spen¬ 
ding. There existed an internal corrective 
to ‘fiscal profligacy’. 

Not surprisingly, when India’s foreign 
exchange expenditure exceeded the limits 
set by her access to international liquidity, 
it was not the deficit on the government’s 
budget which was the focus of attention 
of multilateral finance institutions such as 
the IMK (for that was largely kept in 
course by the inllaiion barrier), but the 
controls and regulations characteristic of 
import substituting regimes and what were 
considered ’overvalued’• exchange rates. 
Trade liberalisation and devaluation were 
the main elements of stabilisation packa¬ 
ges, ostensibly aimed at improving export 
competitiveness and the capacity lo earn 
the foreign exchange needed to finance 
imports. 

The period immediately after the oil 
shocks saw a dramatic change in this 
scenario. Transnational banks flush with 
funds were keen to lend to chosen develop¬ 
ing countries, and the possibility that the 
rather high current account deficits they 
were financing were tiiisustainable was not 
considered. No level of the current ac¬ 
count deficit was unacceptably high. 
What mattered was that the nature of the 
international financial system had hither¬ 
to kept the volume of commercial burrow¬ 
ing by these countries relatively low. 

Thus, this congruence of interests—of 
the developing countries' need to burrow 
and of the banks to lend —resulted in the 
fact that the current account deficit was 
for almost a decade no constraint on 
growth in parts of the underdeveloped 
world. This had two implications. To start 
with, it appeared to render import-substi¬ 
tution as a strategy meaningless, since that 
strategy was prompted in the first instance 
by external vulnerability and limited ac¬ 
cess to international finance. In a world 
awash with liquidity which could be easily 
accessed, that vulnerability hardly seem¬ 
ed a problem, let alone a factor that 
should be the prime determinant of the 
nature of growth .strategies, it was this 
perception that prompted the accelerated 
liberalisation of the 1980$ in India. 
Secondly, the liberalisation of trade policy 
that the new-found access to international 
liquidity permitted encouraged a process 
of deficit-financed, but non-inflationary 
growth. Incomes created through deficit 
financed expenditure could translate in¬ 
to real increases in demand if products not 
earlier accessible in domestic markets 
could be provided on the basis of dome¬ 
stic assembly of imported intermediates, 
components and capital goods. And the 
ethos of liberalisation permitted imports 
of a whole host of commodities in whose 
case short-run supply bottlenecks were 


threatening to spur inflation. This subs¬ 
tantially increas^ themanoeuviability of 
the state, since as long as there were no 
limits on the current account deficit, the 
inflation barrier was inoperative as well. 
This meant in turn that there was no in¬ 
ternal corrective to unsustainable fiscal 
deficits, in sum, the ability to finance a 
rising current account deficit on the 
balance of payments encouraged libera¬ 
lisation on the one hand and fi-scal pro- 
nigac*y on the other. 

That strategy obviously had its costs. 
The policy of trade liberalisation was 
setting up autonomous influences on the 
current account deficit that could not be 
easily influenced by demand management 
strategics alone—a reality not captured by 
the perception that fiscal adjustment 
automatically ensures balance of pay¬ 
ments adjustment. And secondly, with 
enhanced imports, the extent to which any 
given expansion in the market would spill 
over in the form of domestic investment 
tended tb be lower, thus increasing the size 
of the stimulus required lo sustain a given 
expansion of domestic production. 

This process of growth was unsustaina¬ 
ble as became clear when India found it 
increasingly difficult lo meet her debt ser¬ 
vice payments without re.sorting to further 
borrowing. With transnational banks 
turning bearish, India found itself in a 
situation where a crisis of confidence 
reduced reserves to the equivalent of just 
about two weeks’ imports. The govern¬ 
ment was virtually trapped. Any attempt 
to reduce the current account deficit by 
a retreat to a more insular regime was 
proving a hard option. To start with, the 
borrowing .splurge had increased the share 
of interest payments in current account 
outflows. I'his meant that the curb on im¬ 
parls had lo be massive to ensure the 
necessary correction, as the 1991-92 ex¬ 
perience showed. Secondly, the period of 
liberalisation had created powerful lobbies 
interested in the government pcrsi.sting 
with the policy, which rendered the retreat 
‘politically infeasible'. 

In the evcni, the government chose the 
soft option and turned to the IMF for 
balance of payments finance, and ac¬ 
cepted in return a package that defines the 
current adjustment strategy. That strategy 
combines a direct effort at fiscal discipline 
with accelerated liberalisation of domestic 
regulations and trade controls. Earlier, the- 
ability to run a larger current account 
deficit allowed the government to run 
larger fiscal deficits. Now little could be 
done to curb the current account deficit 
directly. In fact, trade liberalisation has 
foreclo.sed a direct reduction in the cur¬ 
rent account deficit until exports register 
a sharp and sustained increase. However, 
the problem of the fiscal deficit had to be 


addressed head on, lesuhing in its reduc¬ 
tion from 8.4 per cent of GOP in 1990-91, 
to 6.2 per cent in 1991-92, 5 per cent in 

1993- 94 and an estimated 4.8 per cent in 

1994- 93. This, along with a more liberal 
exchange rate regime; which we (urn (o 
later, was seen as the principal mechanism 
for short-run stabilisation. 

When the current adjustment effort 
under the auspices of the IMF began in 

1991, the deficit on the current account 
amounted to less than 3 per cent of GDP. 
Two years after that effort began and 
despite a substantial reduction in the fiscal 
deficit, the Economic Survey 1992-93 
estimates that the deficit on the current 
account of the balance of payments in 
1992-93 amounts to 2.8 per cent of GDP, 
as compared with 2.9 per cent in l(ffi8-89, 

2.3 per cent in i989i90, 2.6 per cent in 
1990-91 and 1.1 per cent in 1991-92 (when 
import compression measures were adopted 
in the face of a BoP crisis). This is essen¬ 
tially because, with the relaxation of im¬ 
port compression, imports increased by 

16.3 per cent in dollar terms over the .first 
nine months of 1992-93, as compared with 
the corresponding period of the previous 
year, while exports in dollar terms rose by 
just 3.4 per cent. 

Thus, the principal target of the adjust¬ 
ment effort, namely, a reduction in the 
deficit on the current account of the 
balance of payments, has not been achiev¬ 
ed at all. To finance this deficit, India has 
had to rely on substantial inflows of com¬ 
mercial borrowing. A look at the balance 
of payments figures in the Survey indicates 
that over the period April-^ptember 

1992, or the first six months of this ftnari- 
cial year, in order to finance the current 
account imbalance India had to take 
recourse to a set of inflows under the head 
‘Other Capital’ which totalled S 3,(MS 
million. Interestingly, the Survey leaves 
unexplained the nature of these inflows. 

Thus the adjustment effort has been a 
failure in a two-fold sense: first, fiscal 
adjustment has nbt cured the payments 
disease; ahd second, while structural ad¬ 
justment has resulted in increased im¬ 
ports, exports have been far less respon¬ 
sive, increasing India’s balance of pay¬ 
ments vulnerability and making it more 
dependent on external inflows to ward off 
a second payments crisis. India’s aggregate 
external debt, excluding the defence debt 
and the civilian rouble debt, rose by $ 3-5 
billion over the first six rrumths of 1992-93 
from S 67.58 billion at the end of March 
1992 to $ 71.1 billion at the end of 
September 1992. This compares with an 
average incretrse of $ 4.3 billion a year 
between end-March 1989 and end-March 
1992. 

The implications of this are clear. Ex-, 
perience has belied thc«notion that the' 


668 


Economic and Political Vfeekly April 10, 1993 



fbcil deficit dctermiiiet the cunent ac¬ 
count deficit. SimDv tendencies haw been 
obierved in several other, developing coun¬ 
tries undetfoing IMF-sponsored stabilisa¬ 
tion programmes. The literature in this 
icgairi now increasingly accepts that 
private sector savings and investment 
cannot simply be assumed to ‘remain the 
sam^ over the process of adjustment; 
where Crowding out’ or Crowding in’ are 
significant, the way in which the fiscal 
deTidt is cut will affect private sector 
savings and investment as well and may 
actually cause external deficits to worsen. 
What the adjustment strategy has really 
achieved is the imposition of fiscal disci¬ 
pline. And since that discipline occurs in 
the context of the Kberslisatian of imports, 
domestic industry is affected adversdy in 
a double sense It loses the stimulus to the 
growth of the honw market provided by 
government expenditure, and it obtains a 
reduced share of that slowly growing 
market because of competition from 
imports. 

As a result, the correction of the 
balance of payments disequilibrium is 
predicated on an expansion of exports. 
And unless that spurt in exports occurs, 
the growth objective is not realised as well, 
since domestic demand cannot be easily 
manipulated. This leaves two questions. 
What are the mechanisms being resorted 
to in the current strategy to raise the rate 
of growth of exports? And, how is the 
current account deficit, which is still at 
'crisis levels’ to be financed during the 
transitional phase when those mecha¬ 
nisms work themselves out? These are 
discussed below. 

Ill 

The central element of the strategy 
rrlating directly to the external sector are 
the adjustment of the exchange rate to 
levels that render exports competitive and 
imports expensive. This, combined with 
reforms aimed at inemsing the Hexibility 
of domestic and foreign capital, is ex¬ 
pected to render India a viable site for 
world market-oriented production. The 
so-called ^convertibility of the rupee on 
the current account’ is the culmination of 
the experiment with the first of these 
elements. 

As evident above, the approach to 
balance of payments adjustment in this 
overall strategy is strictly conventional: 
expenditure-reduction is to occur through 
fiscal and monetary contraction, and 
expenditure-switching is to be brought 
about by exchange rate devaluation, ac¬ 
companied by trade liberalisation mea¬ 
sures for longer run effciency aims. Such 
a conventional approach has problems in 
the present international context because 
it does not explicitly consider the changed 


nature , of external imbalances and the 
complex relationship between internal and 
external gaps in many heavily-indebted 
developing countries, including India. 

In particular, two important points are 
missed in this approach. Firstly, balance 
of payments deficits now only partly 
refleci differences in flows of imports and 
exports (or income and expenditure), in¬ 
creasingly, such deficits may become ex¬ 
pressions of stock-flow disequilibrium 
between total foreign debt and current in¬ 
come. The burden of debt servicing in cur¬ 
rent outflows over the past two years in 
particular bears ample evidence of this. 
The significance of this is that exchange 
rate movements designed to affect flow 
variables arc. limited in their impact 
depending on the weight of inelastic 
elements, such as amortisation and in¬ 
terest payments on external debt. At the 
same time, if the exchange rate is market- 
determined, then the very nature of the 
stock-flow disequilibrium itself affects ex¬ 
pectations and thus also impinges on the 
currency market and consequent changes 
in the exchange rate. This problem is nut 
merely hypothetical, as the experience of 
several Latin American couiitries over the 
1980s indicates. The data for 1992-93 for 
India points to a debt-GDP ratio of 
around 30 per cent (excluding short-term 
borrowing of less than six months’ matu¬ 
rity) and a debt service to current receipts 
ratio of nearly that much as well, which 
suggest that this factor is already quite 
significant in Indian external payments. 

Secondly, the problem of external 
solvency is essentially in the domain of the 
public sector, since private sector external 
borrowings are so small as to be negligi¬ 
ble and are in any case publicly guaran¬ 
teed. This means that any external crisis 
automatically manifests itself in fiscal 
form, and may involve quickly reaching 
unsustainably high ratios of public debt 
to current public revenues, in other words, 
while imposing fiscal discipline need not 
be sufficient to simultaneously reduce the 
external deficit, debt-based financing of 
balance of fiaymcnts deficits can translate 
into fiscal crises over time. 

This implies that problems of fiscal im¬ 
balance (in the broader sense, incorporat¬ 
ing the total public sector borrowing re¬ 
quirement rather than simply the fiscal 
deficit of the central government) and dif¬ 
ficulties in external .solvency have to be 
resolved together. Attempts to rectify the 
fiscal imbalance through domestic con¬ 
traction without bringing the external 
account into balance would involve falls 
in domestic capital formation and thus 
stagflationary tendencies in turn affecting 
the fiscal deficit, while the opposite com¬ 
bination. involving reliance on capital 
inflows to achieve balance of external 


payments can lead to explosive ratios of ^ 
internal and external d^t to GDP even 
in a relatively short time beginning from 
a situation of deficit. Measures for trade 
liberalisation which usually involve some 
degree of worsening of trade deficits can 
only aggravate the problem when macro- 
economic stability has not been definitive¬ 
ly achieved. 

These conclusions, and the acceptance 
that liberalisation measures can have 
perverse and unintended effects parti¬ 
cularly if they are undertaken in a situa¬ 
tion in which macTO-economic imbalances 
have not been fully rectified, are now 
apparent from the experience of several 
countries in Latin America, Asia and 
Africa over the past decade, and are much 
discussed in recent literature {See, forex- 
ampk; Armeani, CTiok^ and Papageoipou 
(eds) 1986; Banuri (cd) 1989; Perkins and 
Koehler (eds) 1991; l-anclli, Frenkel and 
Taylor 1993). However, the package of 
measures announced in the budget makes 
the government appear to be oblivious of 
such perceptions. Three major policy 
choices which impinge directly on these 
problems suggest that the current package 
has strong destabilising tendencies similar 
to those experienced in other countries. 

The first of these is the move towards 
full convertibility of the rupee on trade 
account. The dual exchange rate regime 
introduced in tne last budget (LERMS) 
was extremely poorly designed as such 
schemes go, since it penalised importers 
without providing full incentives to ex¬ 
porters. Indeed, the only advantage ac¬ 
crued to the government as the importer 
of bulk items like petroleum, fertilisers 
and edible oils, which allowed for a 
strategy of restraining price increases in 
these commodities without adding to the 
burden on the exchequer. The earlier 
Eximscrip scheme at lea.st had the explicit 
aim of foreign exchange balancing on 
trade account, and it is possible to devise 
other schemes of exchange rate and trade 
management which provide adequate ex¬ 
port incentive without allov'ing import 
prices to move freely. Instead, the govern¬ 
ment has opted for the easier—and 
riskier—option of allowing the rupee 
value to float by giving freedom to most 
current account tran.sactions. 

This is of course consonant with stan¬ 
dard IMF-World Bank prescriptions, 
although it is no longer the accept^ con¬ 
sensus among development economists 
across the world. The reason for greater 
caution about this strategy is based on the 
experience of Chile and other highly in¬ 
debted countries in which the freeing of 
currency restrictions for current account 
transactions resulted in very volatile cur¬ 
rency movements and proved to be highly 
destabilising after the initial period of 
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ENTREPRENEURS... 

IF YOU ARE INTERESTED TO ESTABLISH AN INDUSTRY 
IF YOU HAVE AN IDEA OR A PROJECT IN MIND 


ORISSA, the land of rich cultural heritage and tradition, invites you. Come, Avail of the unique oppor¬ 
tunities provided in the NEW INDUSTRIAL POLICY OF ORISSA -1992. 


Whether you are Technical person or Businessman, a traditional Industrialist or a Cultivator, the ne\^' 
IPR-1992 offers you wide range of incentives and facilities to translate your ideas into industrial ventures. 


You can get Investment Subsidy varying from 10% to 30% of the Fixed Capital invested. Special class 
Entrepreneurs will get 5% more as additional subsidy. If you are thinking of setting up an Electronics/Com¬ 
puter based, mineral based or food processing industry, there are many more extra incentives and you 
will receive sf^cial attention and care. Incentives under this I PR are also available for Tourism and Plan¬ 
tations linked with a processing industry. Post-production incentives like Exemption of Sales Tax, Octroi 
and Power Tariff etc... as per IPR’92 are also available to supplement your marketing efforts. 


Built-in Shed and Developed site with common facilities are available at all the important places, growth 
centres and commercial complexes. Non-resident Indians (NRIs) residing both inside and abroad will 
get special attention by the Industrial Promotion and Investment Corporation of Orissa Limited (IPICOL). 

Please come and join us to become a Partner in the Industrial growth of the State. 


For further details contact IPICOL nr Director of Industries. 
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boom (of about two years) generated by 
the icginie shift. In the Indian caise, stabili¬ 
ty of the rupee may be maintained in the 
short term, especially with the discreet 
intervention of the Reserve Bank of India 
and given the likely bunching of delayed 
export receipt inflows by exporters who 
haid been anticipating just such an an¬ 
nouncement in the budget. However, the 
medium-term outlook on the trade ac¬ 
count clearly and unambiguously points 
to deficits which arc likely to result in a 
fall in the value of the rupee. 

This is especially so, given the second 
major policy of relevance—the move 
towards reduction of import tariffs and 
further relaxation of controls on various 
imports including capital goods. Quite 
apart from the sectoial implications on 
specific industries which are not con¬ 
sidered here, there is the inacio-economic 
problem of ensuring consistency between 
such liberalisation and current account 
equilibrium. Retying on capital infliiws to 
fill the gap and maintain some stability 
in the exchange rale, which appears to 
be the course aimed foi by the present 
government, is a strategy ftaughi wilt’ 
danger. 

It is often aigued that current account 
liberalisation is safe (and indeed neces¬ 
sary) as long as oontioK on capital flows 
remain. The literature thus advises develop¬ 
ing countries not to lift conirols on capital 
flows, or at least i'> dclav lifting ciuitrols 
until current account balancrs or surpluses 
are assured. However, such advice is likely 
to have no real relevance given de facto 
openness to capital Hows. Indeed, the 
argument fR>)ucntly heard in official 
circles today that opening of onlv (he 
external current account i.s a low risk 
strategy is based on a rather specious 
di.stinction between curieni and capital ac¬ 
counts that has very little meaning in prac¬ 
tice. As long as there is no way of ensur¬ 
ing that cxporicis repatriate their earn¬ 
ings, and rr- other inccniivc.v are provided 
for (hem to do so, (hen ‘capital flight' 
could simply take the loirn of exporters 
keeping their money abroad in anticipa¬ 
tion of future devaluations. As tong as 
Structural trade unbalances persist, (his 
will also depress expectations about the 
value of the rupee and act as a barrier to 
capital inflow. These in turn imply that 
expectations become self-fulfilling in (he 
abMnce of large-scale intervention by (he 
RBI which would involve depletion of 
foreign reserves. Since the basic problem 
of achievirig current account balance has 
not been addressed, the likelihood is of 
continuous future depreciations determin¬ 
ed by the market 

Volatility in currency' markets resulting 
from floating adds to instability and thus 


increases risk and transaction costs for 
producers. Declining currency values have 
major implications for in.stabiliiy if the 
debi-CiUP ratio is high as it is in India 
today. Further, such depreciation will add 
to the ‘fixed’ expenditure burden of the 
entire public sector, making biidgetaiv 
balance that much more difficult and re 
quiring that much more domestic contrac 
tion. Even in the pa.st year, the decision 
to repay central government debt at the 
market rate of the rupee resulted in an in¬ 
crease of 24.2 per cent in actual c.xletnal 
debt servicing payments (to Rs .1,62.1 
crorc) as compared to (he budget esii- 
mates. This excludes the short teim debt 
incurred bv the central governtnent a.s well 
a.s the very large external dcbi-sci vicing rc 
quiremeni of public sector banks and 
enterprises. The siagflatioiiary potential 
ot devaluation leinains significant, even 
in a countiy like India where mosi wage 
incomes have k»w or negligible degrees of 
inde.xation and downward wage adjust 
inenl is the typical effect of falling cut 
reiicy values. 

The positive coiinteipart of this tenden¬ 
cy IS seen to he the effect on imports and 
ex|)oits, whereby rii[)ec depreciation will 
encourage more exports and cut down on 
import propensities. (.Inforiuiiatcly, the 
empirical evnleiice both in India and m 
a numbei oi other developing couiitiies 
suggests that no such easy causation can 
he inferred. A 'realistic' exchange rate may 
be necessarv, but has never been sufficient 
to ensure export growth, and niajot cxjiort 
thrusts in nearly all cases have relied on 
systematic ••xpori promotion mcasiiics 
and some tomi ot strategic intervention 
In some cases continuous depreciations 
have actually worked, against su'>t:iineii 
export piomotion (Paraguay, Vciic/ucia, 
( oloinbia). 1 ho pidvidcs the backgioiirul 
for the view winch is increasingly gaining 
gionnd that Muhilityol the exchange intc 
is inore iinpoiiani than devaluation, av a 
basis toi achieving cur,ein account 
buluiice. IHoriibusch IW()j, 

Tiic third clement ol the (lolicy as 
regards the external sector is one or. winch 
the success "I the entire strategy appc-irs 
to hinge. ('learls, external current account 
balance requites a inajcu expansici ’il 
expoiis given the teluxaiion ol import 
cimltols and lowering of tat ii I i;ite.. Hut 
exports aie to be stimulated onb, by Pu- 
price incentisc implicit in lonveiiibibty, 
and no lurtber inter vent ion is deciucd 
necessary. Not siirprisiiigly exporis to 
hard currencT areas are not registering iii 
creases anywhere near those leniiiieil to 
neul^ali^e the collapse ol expoiis to ihc 
eisiwhilc ru(iec trade areas. This '.uggi-.is 
that exports ate not likely to nicrc.isf 
enough to fill the gap, at least diiting the 
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medium-term for which the adjustment | 
process is cnvi.saged. | 

This leavc-s capital inflows as the only 
means of succour. The government has * 
already leiied heavily on aid and loans ; 
Horn multilateral financing agencies to 
tide over the immediate crisis of two years , 
ago and maintain foreign icserves at their 
bdicly respectable level. Further depen¬ 
dence is now inevitable, and new sources 
ol intlow must be locskcd for as part of 
this particular adjusinicnt strategy. The 
only alternative is a flow not easily in- 
iliicnccd by (he government, viz, foreign 
diiect invesdncnt. With eastern Europe 
and almo.si every single developing coun¬ 
try competing as sites fc»r world market- 
oriented foreign investment, there is no 
reason why a country like India, with 
mote than a normal sitare of social strife^ 
should he preferred. And if the experi¬ 
ences (it many other Asian developing 
soiintrics arc .suggestive, nsing ‘approvals’ 
o' invest >nc!it proposals in the wake of 
hberalisaiion arc no indication of actual, 
inflows that would materialise. 

IV 

rtius. it two years of ‘shock therapy’ 
const iiiiie any evidence, there is no ground 
for optimism rcgaitiing the viability of the 
gos'eninieni's current strategy, cither from 
a growth Ol a balance of payments adjust¬ 
ment point ol view. I'his has forced the 
governiiiciii in two directions: first, it 
needs to do all it can to obtain each year 
the capital flow needed to rina.nce thecur- 
icni account dcncit; second, it must find 
ways to sustain growth despite the fiscal 
adjic.iinciit. Ib ensure adequate inflows 
on the capital account the government is 
not merely using its stand-by facility with 
(he iMI and negotiating a new Extended 
Financing Facility loan, but also liberalis¬ 
ing iiic financial sector. If direct invesl- 
mrni is not forthi iming, then it is neces¬ 
sary to sustain short-term inflows into 
high intc.'csi deposits like the NRI and 
I ( 'I'Bfllf > accounts as well as oortfolio in¬ 
vestments III the slock market. Needless 
to '.ay, evcii il such inflows can be ensured 
its the transition phase, which is likely to 
be prolonged, they arc all subject to 
w'thdiawal if at any moment there is a 
ciisiS ol ciiiilidence. Such crises are more 
likclv the longer the transition phase, and 
couhi ihereloie subvert the transition 
jiiocess. 

As fill gross 111, while the pressure to cut 
down on the fiscal deficit is limiting the 
iiuiriociivrability ot the government, it has 
sciuglu in tins budget to circums«iit the 
pidhiern by increasing borrowing by 
piibliv settoi anils, ot the overall public 
seci(ii br.irmwirig requirement, to indicate 
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Orissa Industrial Infrastructure Development Corporation 

A GOVERNMENT OF ORISSA UNDERTAKING 


IDCO Towers, Janapath 
Bhubaneswar - 751 007 (India) 


IVIcphtinc : 402784 

I'HX 405464 

IVIfx : 0675-305 
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t An organisation was born to translate the dynamic industrial policies of the Government to 
ensure rapid industrialisation and balanced economic growth in the state, i e, Orissa Industrial 
Infrastructure Development Corporation (IDCO). 

ii The solid base of a new industrial revolution in the state. 

i( It offers sheds and land for small, medium & large scale units anywhere in the state—also in 
strategic locations like Rourkela, Choudwar, Paradeep, Chandab, Khurda, Kalunga, Balasore, 
Sambalpur, Baripada, etc. 

'k This Corporation, by now, has a record construction of 61 nos. of industrial estates with 1555 
nos. of sheds with all infrastructural facilities. 

k It provides land and 'ifrastructure to the proposed steel plants and its allied project at Duburi in 
the district of Cuttack. 

★ Besides the Corporation has been entrusted with the following major construction works by State 
and Central Governments: 

— Construction worK„ of ordnance factory project of Ministry' of Defence at Saintala worth 
Rs. 47.00 crores. 

— Execution of Naraj water supply scheme costing Rs. 25.00 crores. 

— Construction and expansion of technical education projects under World Bank assistance all 
over the State costing Rs. 37.00 crores. 

— Construction and modernisation of primary health centres at a cost of Rs 33.00 crores under 
U.K. Aid Scheme. 

— Construaion of Kalinga stadium at a cost of Rs. 7.80 crores at Bhubaneswar. 

— Execution of works of central tool room & training centre, an Indo-Danish joint venture 
project at Bhubaneswar at a cost of Rs. 7.90 crores. 

— Civil construction works of NALCO at Damanjodi worth Rs. 2.45 crores. 
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a substantial step up in plan outlays. But 
that claim ivndefs the strategy of the 
government internally incon-sistcnt in two 
ways. First, if the system is being subject 
to the discipline of the market, then public 
sector bonds would be treated on par with 
other available instruments. And in a 
situation of a monetary squeeze fuelled 
by Tiscal austerity, there is no reason to 
believe that these bonds would be prefer¬ 
red to others that are more profitable and 
secure investments. If the experience of 
the railways last year is an indication, 
market discipline is going to ensure that 
public investment cannot be easily financ¬ 
ed by borrowing by public enterprises. 

Second, there is a fundamental contra¬ 
diction between setting investment targets 
on the one hand and rendering the rupee 
convertible on the other. The demand for 
foreign exchange depends on the overall 
level of buoyancy in the system. Periods 
of rising investment and higher growth in¬ 
volve, for any given level of import- 
intensity of domestic production (which 
depends on the openness of the economy), 
a certain rate of growth in demand for 
foreign e.xchange. And for any given level 
of supply of foreign exchange, a rising 
demand implies a further devaluation of 
the rupee. So given export earnings and 
access to credit from abroad, the govern¬ 
ment, in its effort to stabilise the rupee, 
would be forced at some point to cut back 
on investment. But even that could prove 
inadequate, since by resorting to full con¬ 
vertibility and more liberal exchange 
regulations the government has not only 
tethered the domestic economy to the in¬ 
ternational market but to speculative 
flows as well. Any signs of a decline in the 
strength of the rupee could trigger specu¬ 
lative outflows of capital which result in 
further devaluation. This would neces¬ 
sitate a further cutback in investment, so 
that the government’s control over its ex¬ 
penditure on capital formation and 
welfare is completely eroded. In other 
words, independent of the promises it 
makes with regard to allocations for the 
plan or for that matter for welfare, actual 
government expenditures arc to be deter¬ 
mined by the state of the foreign exchange 
market. 

All this implies that the current adjust¬ 
ment strategy makes sense only if it is seen 
u a combination of measures that hem 
in the system in ways that render the rate 
of growth dependent on the confidence 
of international capital in the domestic 
economy. The greater that confidence and 
the greater therefore the inflow of private 
capital in whatever form, the higher the 
rate of growth. But if current levels of con¬ 
fidence persist, then whenever net IMF in¬ 
flows run out, growth would automatical¬ 


ly reduce to levels that equate the current 
account deficit to net foreign capital in¬ 
flows. Thus the discipline that this strategy 
imposes is one that forces the system to 
tailor its needs to the requirements of in¬ 
ternational confidence. How meagre those 
needs are is left to the uncertain dynamics 
of international capital. 
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Costs of Stabilising the Economy 

Ranjil Sau 

India is following a three-year, two-step strategy: slash aggregate demand in the first half, and then address 
the sup^y side through structural reform. j part of the former, investment from the central government budgetary 
resources has been relatively reduced. We estimate that had the investment been maintained at the historical average 
rate relative to gross domestic product, and one-third of the additional output were collected as tax, the entire 
budget dgfiat of 1993-94 could be covered. 

The budget for 1993-94 is designed to consummate structural reform. Custom duties have been lowered. We 
demonstrate that the expected gain in balance of payments would be eroded in part as the foreign suppliers would 
now raise their prka in response to lower tariff. 


INDIA ran into a balance of payments 
crisis in mid-1991. At that time the rate of 
inflation also was quite high. In June 1991 
the government introduced a strategy of 
adjustment that has two concurrent com¬ 
ponents: Stabilisation and structural 
reform. The former is a short-term fire¬ 
fighting affair for one year and a half, 
while the latter is a medium-term exercise 
spread over three years. While presenting 
the budget for 1993-94 in parliament the 
finance minister announced that the task 
of stabilisation, or crisis management, 
had been just accomplished with great 
success, on schedule. The time for paying 
fuller attention to the remaining stretch 
of structural reform had now arrived. The 
budget was designed with that objective 
in view. 

The apparent success of India in econo¬ 
mic stabilisation, without much visible 
scar, has drawn world-wide attention. It 
will be scrutinised with great interest by 
economists, policy-makers, and others. 
The International Monetary Fund (IMF) 
and the World Bank have financed this 
programme: and the strategy followed by 
India has been fashioned largely with their 
counsel. Perhaps India will be cited as a 
success story of IMF-World Bank-style 
stabilisation. 

This essay asks: What are the costs of 
India's policy of subilisation? It identifies 
two of them, to be called output loss and 
exchange loss, respectively. There are, we 
know, three types of time perspective: 
short, medium, and long run. The costs 
in these three dimensions may be closely 
related. Physicists are familiar with the 
concept of ‘hysteresis’ which has lately 
entered the domain of economics. Hyste¬ 
resis refers to the case where a temporary 
event leaves a permanent mark. By this 
logic, a step that is taken for crisis 
management in the short run may have 
long-lasting consequences. 

For instance, an investment that is 
foregone today implies not only loss of 
output that could be produced tomorrow 
with the capacity created, but also loss of 
growth that would have been generated by 
that output over the years to come. This 
is an example of hysteresis. Such pheno¬ 


mena arc not rare in economics. This 
paper will show that in the course of 
stabilisation India reduced aggregate de¬ 
mand through .a cut in investment, more 
precisely, in gross capital formation from 
budgetary resources of the central govern¬ 
ment. Thereby a stream of future output 
has been sacrificed for ever. This cost of 
stabilisation belongs to the category of 
what we call output loss. 

One way to face a payments crisis is to 
raise export and cut import. India has 
taken a different route. Import has been 
liberalised with the hope that it would 
facilitate efficient export production and 
thus help improve export earnings so as 
to close the gap. In pursuit of this policy 
tariff has been lowei^. Now the question 
is: How will the foreign supplier respond 
to this lower tariff? As tariff goes down 
the domestic price of the imported item 
will, no doubt, fall and lead to a higher 
volume of import. Now we shall show a 
paradox: The pricx of import charged by 
foreign supplier will go up as tariff falls. 
Thus the import bill will rise on two 
counts of increase: in volume as well as 
in price. The first part is obvious, but the 
second part is not so well known. The loss 
of foreign exchange due to the rise in price 
of imports in the wake of tariff reduaion 
will be referred to as the exchange loss. 

We shall begin with two simple text¬ 
book diagrams in Section I to portray the 
state of the Indian economy, liiis presen¬ 
tation of stylised facts will help us to 
conceptualise the problem. In Section II 
we show that the gross capital formation 
from budgetary resources of central 
government was relatively curtailed . Then 
we estimate the associated output loss. In 
Section III we recall, for ready reference, 
a theoretical model that was published 
sometime ago in a different context. The 
model then provided a theoretical ex¬ 
planation of an observed phenomenon. It 
is now interpreted to prove the possibility 
of exchange loss in the process of stabilisa¬ 
tion. Finally. Section IV makes a few 
remarks about the time horizon for struc¬ 
tural reform, and the sequencing of policy 
measures which were alluded to by the 
finance minister in his budget speech. 


1 

StabiliHinK Kerraniun 

In mid-1991 India had a high rate of in- 
llation and a big deficit in the external ac¬ 
count. The situation is captured somewhat 
approximately (the price level being the 
surrogate for inflation rate) by equili¬ 
brium at E in Figure I, where AD is the 
aggregate demand curve, AS the aggregate 
supply curve, and TT the trade balance 
curve. Textbooks tell us that AD is 
downward-sloping, for lower price 
prompts us to buy more. And AS is 
upward-sloping, since firms supply more 
at higher price. As for TT. we know, im¬ 
port rises with income; to pay for it export 
must rise which, in turn, calls for a lower 
price. Hence IT is downward-sloping. 
Note that points above Tf have deficit in 
the balance of trade, and those below TT 
base surplus. The high rate of inflation 
prevailing in India at that time is indicated 
by the fact that E is at a relatively high 
level. Point E is above TT; so it incurs 
trade deficit, as India did. 

Stabilisation policy curtails aggregate 
demand to tame inflation as well as to cor¬ 
rect imbalance in trade. So AD drops to 
AD*, and the equilibrium moves from E 
to E’ which is on TT'. National income 
declines from Y to V’, which means reces-. 
sion. India may be said to have been at 
E’ in mid-1992 which is one year from the 
day of launching the stabilisation pro¬ 
gramme. According to official data, dur¬ 
ing 1991-92 both agricultural and in¬ 
dustrial production had fallen, signifying 
a recession in the economy. Price level had 
not exactly fallen: but the rate of infla¬ 
tion was lower. The external account was 
still in the red, but foreign exchange 
reserves had improved through borrowing 
from abroad. 

Structural .eform is meant to shift the 
supply curve AS down to the 
right. So AS begins to move. The ag¬ 
gregate demand curve, now at AD’, is 
allowed to coast to the right in such a way 
that the points of intersection of demand 
and supply curves are located along E’ E” 
on TT. thus securing trade balance As the 
economy reaches F”, national income is 
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Note: Full employment income Y*. Initial position h. Stabilisation tra¬ 
jectory EE'F': duration—one and a half years. Structural reform 
trajectory E'E’F; duration—three years 


.Fiouul 


price, terms of trade 


internal balance 



Note: Initial position B which corresponds to E of Fig I. Point A of 
Fig 2 reflects general equilibrium at F of Fig I. 


restored to the initial level, the rate oi 
inflation (price level in the diagram) is 
lower, and the trade account is even. This 
signals the end of the phase of stabilisa¬ 
tion. It has taken India about a year and 
a half to consummate such a journey, the 
finance minister announced in his budget 
speech on February 27. 

This is a two-step strategy of stabilisa¬ 
tion that relies on immediate contraction 
of aggregate demand followed by 
measures to augment supply. It has the 
potential pitfall that the very process of 
demand control may hurt the supply side 
In terms of the diagram, the mechanism 
whereby AD is brought down to AD’ may 
by itself have a side-effect of making AS 
paralysed at where it is now. The economy 
then would get stuck at F,’; the recession 
would become entrenched there. It is. 
therefore, relevant to find out which com¬ 
ponents of aggregate demand are affected. 
If it is investment that is forced to bear 
the brunt of adjustment, then the 
economy would suffer loss of output on 
this score in future as well. We shall see 
in Section 11 below that precisely this hap¬ 
pened in India. 

What have been the instruments of 
government policy? On December 16. 
1991, the finance minister announced in 
parliament that the two problems that had 
plagued the country, namely, inflation and 
payments crisis, could be traced to one 
source, namely, the fiscal deficit. This 
thesis has been repealed on many occa¬ 
sions. He proposed to use corr<*clion of 


fiscal deficit as the main lever of govern¬ 
ment policy. Conceivably he has a model. 
In Figure 2 we present a possible 
prototype. 

To be in general equilibrium the 
economy has to achieve balance on two 
fronts; internal and external. The internal 
balance is defined as production of goods 
and services with full employment of 
resources at market clearing prices. The 
external balance, on the other hand, 
means equality between export and im¬ 
port of goods and services at a certain 
exchange rate. Two factors, namely, price 
level and fiscal deficit relative to the GDP 
have direct bearing upon these balances, 
in Figure 2 curves EE and 11 represent 
these relationships. 

For external balance; price and fiscal 
deficit must move in opposite directions: 
so EE is downward-sloping. The reason 
is as follows. Fiscal deficit has an expan- 
.sionary effect on purchasing power; so im¬ 
port demand rises with fiscal deficit. To 
pay for the higher import, export must 
rise, fc which the price level in the coun¬ 
try must fall in order to attract foreign 
buyers. In respect of internal balance; we 
know, price and fiscal deficit are positively 
related making II upward sloping. Since 
output is fixed at full employment level, 
any rise in fiscal deficit would put addi¬ 
tional pressure on domestic price. The two 
curves intersect at A to determine the price 
level and fiscal deficit that are consistent 
with internal and external balances. 


The finance minister can directly con¬ 
trol the fiscal deficit, no doubt: but the 
price level is not entirely in his hands. At 
this stage let us note that what is relevant 
for internal and external balances in an 
open economy is not the absolute value 
of the domestic price (p) of exported 
goods alone, but a composite variable call¬ 
ed the terms of trade (q) which is defined 
as the ratio between the export price p and 
the import price p* both measured in our 
currency. In other words, 
q = p/e. p', ...(1) 

where e is the exchange rate, or the rupee 
price of foreign exchange, say, dollar In 
that case, the variable in the vertical axis 
of Figure 2 should be q in the place of p. 
Keeping this in view it transpires that if 
the finance minister cannot bring down 
price p to the level required by equilibrium 
at A in Figure 2. he can use the exchange 
mte to the same effect. Devaluation will 
raise e, and lower q. The economy was 
initially out of equilibrium at E Reduc¬ 
tion of fiscal deficit and devaluation are 
the two instruments India resorted to for 
stabilisation. Devaluation, we know, 
inflicts certain costs on the economy: but 
we shall not get into that issue here. 

II 

Output Loaa 

To analyse the data we shall construct 
a framework with identities of national 
accounts and economic classification of 
budget. We consider only the central 
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governmcni, and exclude the sute and 
local governments. For clarity we set out 
the equations below. To begin with, we 
have 

Y=C+I+G + X- M .. .(2) 
where Y is gross domestic product, C 
private consumption. I private ihvcstment, 

G government purchases. X export, and 
M import. see in (1) that aggrqiate de¬ 
mand comes from four sources. Now, G 
has two parts, namely, government con¬ 
sumption and government investment; thcr 
former, in turn, consists of government 
administration and defence. 
G=°GAM-»-GKF-t-defenoeandothm .43) 
where GAM is government administration 
and GKF is gross capital formation from 
central government budgetary resources. 
Total budgetary expenditure E is given by 
E = G + F ...W 

where F is transfer payments. Wt know 
F = GIF -I- subsidies + grants to states 
+ others -(5) 

where GIF is interest payment by the 
government. 

The table shows that total budgetary 
expenditures as a proportion of gross 
domestic product if falling over time 
(col 1). The administrative expet^ure as a 
percentage of the total was quite high in 
the years of stabilisation. 1991-92 and 
1992-93 (col 2). Interest payment has 
taken an increasing portion of the budget 
(col 3). Gross capital formation had a 
subsuntial fall, relatively speaking, during 
stabilisation. This last event i$ specially 
relerant for us. It is clearly brought out 
by cols 4 and 5. 

Investment expenditure by government 
yields far-reaching results. Apart from its 
direct effect of capacity creation for out- 
|Mit in future, it provides valuable social 
overhead capital to support other ac¬ 
tivities.' and stimulates private investment 
through forward and backward linkages. 
It is not easy to compute all such effects. 
For the present purpose; however, we shall 
use a very simple procedure. We postulate 
the following relation: 

Y (0 - Y (t-l) = hGKF (t-l) .. .(6) 
where b is aparameter that represents the 
"productivity”, and t is time. The 
celebrated Harrod-Domar mrxlel, for 
example, has a similar equation with toul 
investment (l+GKF) in the right hand 
side of (6). 

. During the five-year period ending 
1992-93, we find, coefficient b as of (6) 
was at or barely above 0.7 in three years; 
and in the other two it was far off on both 
sides. We. therefore, decide to assume that 
b» 0.7 in (6) for our computations below. 
Fur comparison, note that in a typical 
Harrod-Domar model the capital-output 
ratio Mkes the value of, say. 4 implying 
that coefficient b is numerically 0.2S. We 
have got a higher value for b simply 


because we aie considering only one part 
of total investment in the economy. 

According to the table; cols 4 and 5, 
gross capital formation by government 
declined sharply in relation to gross 
domestic product during the stabilisation 
programme, lb have an estimate of the 
consequent lost of output in future we 
need a benchmark. We proceed as follows. 

It is noticed that in the four-year period 
preceding 1991-92 the ratio between gross 
capital formation by government (GKF) 
arid gross domestic product (Y) was 0.072 

on an average. On this basis we accept 0.07 

to be the norm for this ratio, and apply 
it for the two years of Stabilisation, 
namely. 1991-92 and 1992-93. Then tv 
simple arithmetic it turru out that had this 
norm been adhered to in practice; GKF 
would have been higher (at 1980-81 prices) 
by Rs 27.6 billion in 1991-92 and Rs 3S.4 
billion in 1992-93. Given the productivity 
of GKF, namely, b = 0.7 as menliemed 
above, output would have gone up by 
Rs 19.32 billion in the next year, 1992-93. 
and further by Rs 24.78 billion in the 
following year, 1993-94. Thus, output in 
1993-94 would be higher in all by Rs 19.32 
billion + Rs 24.78 billion = Rs 44.1 
billion, as the GKF of both the preening 
years would bear fruit by then. This ig¬ 
nores the additional investment from the 
additional output of 1992-93. 

The strategy of stabilisation adopted by 
the government of India clamped down 
upon its own investment. Above we have 
done a counter-factual simulation. It is 
revealed that had the government instead 
kept its gross capital formation up at tlw 
average rate retative to gross domestic 
prxxluct that obtained in the previous four 
years, the gain in additional output (at 
1980-81 prices) would have been, in round 
numbers. Rs 20 billion in 1992-93 and 
Rs 45 billion in 1993-94. To put these out¬ 
comes in perspective, let us ntne that the 
estimated budget deficit for 1993-94 is 
Rs 43.14 billion at current prices, which 
is equivalent to Rs 15.73 billion in 1980-81 
prices. It implies something quite reassur¬ 
ing. If Manmohan Singh could collect 
through, taxation even one-third of that 


additional output of Rs 45- billion in % 
1993-94, the estimated budget deficit | 
could have been almost entirely covered. | 
Singh then could present a zero-deficit > 
budget for 1993-94. | 

III 

Tariff ReriucUon and Imporl Price 

We now come to the question of ex¬ 
change loss. In their paper \EPW, June 13., 
1987, p492) Nambiar and Mehu observe: 
"Our examination of foreign price data 
for 1980 for a cross-section of com¬ 
modities shows that ...[these] prices tend 
to be high when tariff rates are low, ^ 
when tariff rates are high, prices relative- 
ly tend to be lowf’ We have given (£W' 
December 19, 1987 with a correction in 
EPW April 16.1988. p 795) a theoMical 
rationale for this inverse relatiomhip bet¬ 
ween tariff rate and import price assum¬ 
ing that the foreign supplier is a proflti 
maximising monopolist with a mark-up 
pricing rule. We brufiy recapitulate the 
model as it sheds light on the problem at 
hand. 

The demand function of the imported 
commodity in India is given by 
Q « a - bF • ••(7) 

where Q is quantity, and F is the price that 
prevails in the Indian market, a and b ^ 
ing positive parameters. The import price 
of thecomrnodity is P*. Ad \ndorent tariff 
rate is X. Thus we have 
P»P»(l + x) ....(•) 

The marginal and average costs of 
duction arc equal at c The foreign 
monopolist supplier sets his price as 
follows. 

P* = c(l+m) ...(R) 

where m is the mark-up. From (8) and (9) 
we get 

P = c(l + m)(Ux) ...(10) 

The total revenue received by the 
foreign supplier is not PQ but P*Q, Ibtal 
cost of production is cQ. Revenue minus 
cost is the profit. Maximising profit with 
reference to mark-up m we find 
m = a/2bc (l+x) - Vi ... (II) 


TaBII- : Bl'IKtl INKS t)l II MSltl (illVI RNMI-Nl OI INDIA 

tPer Cmti 


Year 

E/Y 

GAM/E 

GIP/E 

GKE/E 

GKF/Y 

1987-88 

2t.l0 

6.7 

IS.2 

36.7 

7.7 

1988-89 

20.S3 

6.8 

16.4 

3S.6 

7.3 

1989-90 

20.94 

6.8 

17.4 

34.7 

7.3 

1990-91 

19.77 

6.7 

19.0 

33.4 

6.6 

1991-92 

18.83 

7.4 

22.4 

31.1 

3.9 

1992-93 

17.69 

7.9 

24.1 

31.4 

3.6 


Nair. Y—gross domestic product. E—total budgetary expendiiure; CAM—administration ex¬ 

cluding defence, GIF—interest payment, CKF—gross capital formation from bud^tary 
resources. 

Soun-r. COI, Economic Survey, 1992-93. 
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From (1(9 and (II) it follows that 
P - c/2 + a/2b + cx/2 ••■(12) 
Similarly (q) and (II) yield 
p* = c/2 a/2b(l4-x) ...(13) 

Equations (II), (12), and (13) are signin- 
cant. VWe Find from (11) that mark-up rale 
m moves in the opposite direction of tariff 
rate X. Referring to (12) we can say that 
the market price P of the imported com- 
ifiodity in Indian market varies directly 
with tariff rate x. Finally, from (13) it 
iraiupircs that the price P* charged by the 
foreign monopolist has a negative relation 
with tariff rate x. This last statement is in 
effect the above- mentioned Nambiar- 
Mehta proposition. 

IMe do not have any estimate of the rele¬ 
vant coefficients in (13) to quantify the 
extent of rise in P* when x falls. However, 
we know that the import bill of India is 
of the order of 25 billion dollars. It is easy 
arithmetic to say that if the tariff reduc¬ 
tion induces a I per cent rise in import 
price, ceteris paribus, the extra bill will be 
0.2S billion dollars. This is what we call 
exchange loss. 

IV 

Concluding Observations 

India is following a three-year, two-step 
strategy for economic adjustment. Tlw 
two steps are: slash demand in the first 
half, and then address the supply side 
through structural reform. The just com¬ 
pleted first phase, known as stabilisation, 
has seen a sharp drop in public, imwstment 
relative to gross domestic product. The 
government has taken the soH option. (Me 
have argued that such a strategy of 
stabilisation makes the remaining task of 
supply augmentation so much moredif- 
ficult. There are, of course; other alter¬ 
native avenues of containing aggregate 
demand—for insunce, a temporary com¬ 
pression of consumption, which would 
have no negative impact on growth poten¬ 
tial of the economy. 

In order to get an impression about the 
order of magnitude of the Ir^ opportuni¬ 
ty, we realise that in the event capital for¬ 
mation from budgetary resources could be 
maintained at the average historical rate 
that prevailed before the subilisation pro¬ 
gramme was launched, and if one-third of 
the additional output thus generated 
could be procured through taxation, the 
estimated budget deficit of 1993-94 could 
be wiped out. On the other hand, if the 
very process of restraining aggregate 
demand affects the supply side; the excess 
demand might persist over time. 

The second arid final act of this episode 
of structural adjustment in India has 
opened with a scene of excise and tariff 
reduction across the board. It is intended 
to be a consumption-led, import- 
propelM growth. Multiiutiond corpora¬ 
tions would welcome the lowering of the 
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customs wail in India, and they will^res- 
pond. we are afraid, Iv raising their own 
prices. The government can possibly pre- 
vent such price rise by ensuring competi¬ 
tion among foreign suppliers. 

The finance minister is evidently under 
the impression that structural reforms 
must be completed within the next one 
year and a half. A now-or-never mood 
seems to pervade the budget speech and 
the Economic Surveyi 1992-93. True, the 
momentum of reform must not slacken. 
But we are not sure how prudent it is to 
throw Indian industries, all of a sudden 
without prior warning or preparation, into 
tlw whirlpool of the world market. The 
history of Japan and South Korea perhaps 
indicates a different sequencing of inter¬ 
nal and external competition, if all 


outstanding loans from banks and finan¬ 
cial institutions is taken as the indgx then 
it appears that the aggregate size of sick 
industrial units of small, medium, and 
large scale in India is equivalent to as 
much as one-half of the entire corporate 
sector. The adjustment strategy persued 
by the government will not help reduce the 
incidence of industrial sickness in the 
country. The finance minister has not 
spoken about it. This silence also will 
entail no small cost for the country. 
The strategy threatens India with de¬ 
industrialisation. 

(This paper belongs to a research project sup¬ 
ported in pan by the Centre for Management 
and Development Studies, Indian Institute of 
Management, Calcutta, without being 
implicated.] 
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State of Economy and 1993-94 Budget 

Aran Ghosh 

The 1993-94 budget is weak on raising resources and on restoring a balance in our external payments (relaying 
heavily on contracting more and more external debts); it underplays the likely increase in administrative 
expenditures—as well as in prices generally—as a result of the unification of the exchange rate; and it seeks to 
give tax concessions to the wrong sectors and wrong beneficiaries. The budget is soft on the affluent sections 
of the population and harsh on the states. 

AH told, if the monsoon in 1993-94 is not as favourable as it was in 1992-93, the Indian economy is in for 
a long, distressing winter of discontent. 


THE union government budget every year 
is preceded by (be presentation, a few ^ys 
before the budget, of the Economic 
Survey prepared ^ the ministry of 
finance. The Economic Survey presents 
the government’s assessment of the stale 
of the economy. The budget may therefore 
be expected to introduce such policy 
changes as may be necessary to bring 
about orderly growth of the economy. The 
instruments available through fiscal policy 
are demand management and the required 
stimuli to supply. The budget m^r thus be 
defined to be the mechanism through 
which short-term changes in the economy 
are brought about, in tune with the long¬ 
term programme of growth adopted for 
the economy. 

Of late, the budget has been made the 
occasion for announcing changes in two 
other areas of policy, namely, monetary 
policy (which may supplement fiscal 
policy in the management of demand) and 
trade and exchange rate policies which are 
expected to address the balance, of 
payments. These two elements are not 
neccs.sarily germane to an exercise relating 
to the fisc, but there is some advantage 
in taking a total view on divergent 
economic policies, and announcing them 
simultaneously. 

In any examination of the union 
government budget, the focus of attention 
has therefore to be on (a) on the state of 
the economy, (b) the anticipations relating 
to the underlying trends in the economy, 
and (c) the manner in which the budget 
(and associated policies) address the pro¬ 
blems facing the economy. The present 
analysis of the budget would, therefore, 
eschew the traditional style of dissection 
of the budget, and focus primarily on the 
.state of the Indian economy as ot 
February 1993, the problems that loom 
ahead, and the likely impact of the 
1993-94 budget (and the diverse economic 
policies) announced with the budget. 

Perhaps a further word is necessary as 
a preamble. Understandably, every finance 
minister would like to put forward the 
favourable aspects of economic indicators 
(and generally slur over some uncomfor¬ 
table or unpalatable truths) as ‘achieve¬ 


ments' of the policies adopted in the past. 
\bt one would expect the Economic 
Survey to be a dispassionate (indepen- 
dent).review of the state of the economy, 
and not become a document providing an 
apologia for government policies as it 
were. Though the Economic Survey this 
year gives—for the first time—realistic 
figures pertaining to the external debt of 
India (which is to be commended), 
somehow it sounds like a strident apologia 
of government policies, rather than an 
objective analysis of the state of the 
Indian economy. If this is to set the tradi¬ 
tion for the future, it may be deemed to 
be an unfortunate development. 

1 

State of the Economy 

The problems faced by the Indian 
economy today arc: (a) in the short term, 
inflation at home (as a result of signi¬ 
ficantly large budgetary deficits in the 
past), and a severe deficit in the balance 
of payments (which had reached crisis 
proportions in mid-1991); and (b) in the 
medium term, lack of education and 
health—including the distressing problem 
of lack of even potable drinking water 
supply—for a large section of the popula¬ 
tion, increasing lack of gainful employ¬ 
ment opportunities making for serious 
underemployment and low productivity 
employment for a large section of the 
workforce (leading to pervading poverty), 
and increasing corruption and criminal 
activity in the body politic. To the extent 
that the root cause of the latter is 
economic—arising from increasing in¬ 
equalities and corruption among these 
hojding high office—one would expect 
economic policies to address this problem, 
by redressing inequalities and by attemp¬ 
ting to reduce unemployment and under¬ 
employment. (The problem of low pro¬ 
ductivity employment can be resolved 
only through a well formulated develop¬ 
ment strategy, which becomes an integral 
part of the issue to be addressed through 
the budget.) 

What, then, is the stale of the economy, 
as of the end of I cbruary 1993? This is 


an important desideratum in working out 
the policies, programmes and taxation/ 
expenditure levels in the budget. 

First, in regard to short-term problems, 
happily, inflation appears to be signi¬ 
ficantly lower than in the past two years, 
though several danger signals still remain. 
The annual rate of inflation on a point- 
to-point basis, measured by the Wh^esak 
Price Index (WPI) is down (as pbr the 
Economic Survey) to 6.8 per eent. The 
survey goes on to forecast an inflation rate 
of 8 per cent (again, on a point-to-point 
basis) by the end of March. But more 
significantly, if the average annua) rate of 
inflation is taken into consideration, the 
WPI increase would appear to be nearer 
10 per'cent. This is not a very happy situa¬ 
tion after a bountiful monsoon, with a 
decline, as of January 23. 1993, of 20.6 
per cent in the price of natural fibres (raw 
cotton and juie), 9.9 per cent in the price 
of oilseeds (and therefore of 7.S per cent 
in edible oils), and 2.2 per cent in the 
prices of cereals, as compared to prices on 
January 25, 1992. 

Or again, happily, over the year until 
January 22, 1993, M, has increased 1^ 
only Rs 7,016 crote, or by 6.4 per cent over 
the past year, while the expansion of M, 
has been kept down to no more than 12.9 
per cent over the year until January 22. 
The fact that net RBI credit to the cen¬ 
tral government increased over the year 
ending January 22 by no more than 
Rs 815 crore (of which as much as Rs 762 
crore are to be accounted lor subscription 
Tor the increase in IMF quota) would have 
been proof of extreme prudence in the 
management of the fisc by the central 
government but for the fact that under the 
new policy of market issue of 364-day 
treasury bills, the government has been 
borrowing significant sums from commer¬ 
cial banks without counting this as part 
of the government deficit to be met by 
borrowing from the RBI. In fact, net bor¬ 
rowing by the centre from commercial 
banks amounted to as much as Rs 10.719 
crore over ihe year ended January 22. This 
becomes an imporiani desideratum in a 
consideration of the management of the 
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Hk piopoMd for 1993-94. The uinual 
financial sutement of the central lovem- 
ment for 1993-94 shows a net capital 
noeipt of Rs 6,000 crore under 364^ys 
tieasury bills. This is not gcNcmment bor¬ 
rowing from the RBI. and helps to keep 
down the overall budgetary deficit tq 
Rs 4,314 crore in 1993-94, in spite of a 
larger revenue deficit than in 1992-93. The 
overall budgetary deficit would increase 
to Rs I0J14 crore in 1993-94. if this 
‘sleight of hand’ we were not rcsmled Ux 

Balance of Payment 

The second most preuing problem of 
the country has, for quite some lime; been 
the balancing of our external payments. 
Over tlw past Several years, the deficit on 
the merchandise trade account has been 
distressingly high; and of lau; because of 
diverse other payments—in particular, 
the increasing burden of interest payments 
on external debt—the deTtcit on the cur¬ 
rent aocoum of our external pevticnis has 
been biggn than the deTtcit on the mer¬ 
chandise trade account, despite subsun- 
tial inward remmitiances from expatriate 
Indians working abroad. 

It is worth recalling, in this connection, 
the situation in June 1991 when we were 
faced with an extremely difficult situation 
because of the flight of short-term capital 
borrowed from abroad earlier, leading to 
the possibility of Mefault’ in meeting our 
payments obligations. The ‘stabilisation* 
policy imposed on the country since July 
1991 arose from this situation in mid-1991. 
As a result of diverse policies adopted 
then, our deficit on the current account 
of our cxterml payments came down to 
S 2.8 billion in 1991-92 (or only about 1.1 
per cent of the GDP), as compared to 
S 7.7 billion in 1990-91, But now, as per 
the Economic Surveji the deficit on the 
current account of the balance of p^- 
menu during 1992-10 is antidpaied to rise 
bock to S 7 billion. More signiTicantly. the 
fironomir Suruq'highlights the “need for 
exceptional (external) Tinancing in the 
medium term”. The reason, as stated in 
the Survey, is that the "growth of Indian 
exports may not be sufficient to meet the 
import needs of the economy..r This is 
where the combination of economic 
policies adopted in 1992-93 has failed to 
address the most acute problem currently 
faced by the Indian economy. 

All experts, imluding tim both inside 
and outside the govchunent are agreed on 
the urgent need for a thrust for export. 
And yet, as per the Economic Survey. 
during April-Deccmber 1992 (for which 
figures are so far available), our exports 
in dollar terms increased by only 3.4 per 
cent while our imports increased by as 
much as 16.5 per cent. And since our im¬ 


ports were in any case significantly larger 
than our exports, the gap in payment has 
widened. 

Thus, even as to -shon-term policy 
needs, the situation on the external 
payments front remains extremely grave, 
and despite the apparently comfortable 
position in regard to foreign exchange 
reserves (at Rs 13,450 crore as on 
£Bbnary5. as per the RBI MMcly 
SMistM Bulklin of Ivbruary 13. 1992), 
does not lend comfort eitha as to'the level 
of imports—at Rs 47,500 crore in the nine 
months, April-December 1992 {vide the 
Economic Survey) —or the short-term 
external liabilities of the country. This 
point would be discussed more fully later. 
However, the widening gap in the balance 
of payments ihay be said to reflect poorly 
on the policies adopted during 1992-93. 

What of the medium-term needs of the 
economy? While in a crisis situation, such 
needs must necessarily give precedence to 
the need to achieve internal and external 
‘stabilisation’—by way of control over 
inflation and balance of payments 
deficits—one must note the problem of 
growing unemployment, which can only 
accentuate the extreme inequalities in the 
distribution of income and wealth in the 
country. Internal dissension and conflicts 
can. thmforc, affect all policies otherwise 
calculated to turn around the economy. 
Despite repeated claims (in all official 
statements and publications) as to the 
steady and progressive reduction in the 
incidroce of absolute ‘poverty* in the 
country, these claims are disput^ by emi¬ 
nent scholars and sutisticians. At any rate, 
the absolute number of persons below the 
poverty line appears to be increasing. In 
fact, the increasing problems of violence 
and of law and order—indeed even the 
disputes such as over Ayodhya, Bodoland 
and Jharkhand—are symptomatic of the 
lack of adequate opportunities of gain¬ 
ful employment and of economic growth 
for large sections of the population, it is 
a known fact that most of the ‘kar sevaks’ 


in ^rodhya were young men of ages 16 to 

28, people vrho see no economic future for 
themselves, people who are therefore 
easily swayed by fake promises and petty 
inducemeniiL 

The annual budget cannot directly ad¬ 
dress these problenu; they have to be part 
of the iaige^- longer term plan of develop¬ 
ment. 1b the extent that the budget either 
sufvorts such plans or neglects them, it 
affects the medium-term prospects of the 
economy. 

II 

1993-94 Budget and Other 
Economic Policies 

Apart from the budget proper, one 
should take note of three sets of policies 
announced with the Ijudget: (a) the ex¬ 
change rate policy, (b) the intere.si rate 
(and therefore monetary) policy, and 
(c) the external trade policy (t^ way of im¬ 
port/export trade control regime), let us 
take a quick look at them. 

EXCHANtiF. RATF POI K V 

Much has been made of the so-called 
‘full convertibility’ of the rupee. Basically, 
what has been done is: (i) a unification 
of the exchange rate, from the cumber¬ 
some multiple currency system introduc¬ 
ed on February 29, 1992; (ii) a limited 
‘float’ of the rupee, much of the same 
variety as existed prior to February 29, 
1992, with some minor refinements; end 
(iii) limited introduction of ‘convertilnlity’ 
on the capital account without full con¬ 
vertibility on the current account. 

One should be clear on two points. 
Rrst. the system introduced on February 

29, 1992 was ‘messy’, was unfair to ex¬ 
porters. and amounted to self-deception 
insofar as while the IMF rate was around 
Rs 26 per dollar, the rate for all other 
capital transactions was Wound Rs 30 per 
dollar. That the systenscould not last was 
known. The exchange rate unification was 


Table I: Plan Tbansleks to States and Union Terkitokies 




(Ks crorri 


1992-93 

1993-94 


(Revised) 

(Budget) 

(1) Block gnnis for state plan schemes 

6,154 

6,104 

(2) Block loans for sute plan schemes 


7,134 

Sub-total 

13,377 

13,238 

(3) Loans to rural eleariricaiion corporal ion 

138 

160 

(4) Loans for small savings 

4,400 

3,300 

(S) Ibtal of ttansfers to slates (on Plan account), vide Demand 



No 29 other then simlutory ttmt^ers 

17,915 

16,898 




(6) Recoveries of past loans from suies -f UTs 

( )3,38l 

(-H.I06 

(7) Recoveries of imercsi on past loans from states l UTs 

(■ )7,750 

( )9.767 

(8) Less toul recoveries 

( )IU3I 

(- )I3,873 

(9) Net plan transfers to states and UTs 

6,784 

3,025 
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praMcUble. Indeedl, onealmuld add k wis 
doirable. or courier the cfTectiwe devalua¬ 
tion of rupee in respect of ‘Ml* imporu 
would raise prkes: but we have been 
deluding ounelves as to the foreign 
exchange cost of such imports. We need 
to focus more on oil conservation, on 
speeding up domestic production of oil 
and natutal gas. We ought to also focus 
on inter-fuel substitution, which does not 
appear to be among the present govern¬ 
ment's priorities. But. at some point, wo 
have to pay the price of 'subiiisation': and 
if we do not curtail wasteful consumption, 
we would doubtless have to pay the price 
in the future. 

One can si^ unequivocally that this step 
would lead to cost escalation.' No amount 
of sophistry in regard to oil prices not 
being raised through recourse to the 
balaiuxs with Oil Industry nevelopment 
Board (OIDB) funds really convinces. 
These bluffs ate ill-advised and un¬ 
necessary. In fact, this particular bluff is 
in tune with the complacency evident in 
this year’s budget, as to the costs of 
‘stabilisation’. Clearly, the authorities are 
anxious to please the media, the affluent 
middle and upper classes, and merely at¬ 
tempt to assuage the feelings of the poorer 
sections of the population. 

To recapitulate, the exchange rate 
change introducetf was necessary. But to 
hail it as ‘full convertibility* of the rupee 
is absurd. Those who are so persuaded 
should note that the ‘floating* (so-called) 
market rate (which was really set by the 
Reserve Bank of India) was around Rs 34 
per dollar before the announcement of the 
change on February 27. As of writing, it 
hoven around Rs 31.3 per dollar. Though 
nominally the ‘markrt’ is supposed to 
determine the rate, basically, the market 
is still taking the cue from the RBI; and 
the exchange control system limits the 
freedom of the market. Which, inciden¬ 
tally, is all to the good. 

It is true that ^pectations’ may lead 
to wider fluctuations in the'exchange rate 
than desirable for orderly trade, for 
orderly inflow of export earnings. But 
then, such undesirable ^pectations’ may 
be the result of the‘Liberalised Exchange 
Rate Managenfent Systems’ (LERMS), 
which permits exporters to keep back a 
certain percentage of export earnings. 
Furthermore, let us not forget that Expec¬ 
tation’ (of an undesirable type) led to the 
night of capital from India from autumn 
1990 onwards, which led to the exchange 
crisis of June 1991. Thai is no argument 
against the re-unificatidn of the exchange 
rate on February 27 this year. And. in this 
context, what is worrying is the limited 
convertibility on capital account (by way 
of free inflow/outnow of capital for port¬ 
folio investments) which has now been in¬ 


troduced, long before we have genuine 
convertibility on current account. 
However, v« must pass on, since this topic 
has nothing to do with the budgetary 
exercise. 

Interest Rate Policy 

Another area where the government has 
shown realism is the reduction of the 
interest rate generally. This was long over¬ 
due: and in fact, it is a great pity that the 
government has to postpone announce¬ 
ment of this policy until the budget. 
Incidentally, this is also symptomatic of 
the gradual usurpation of the powers of 
the Reserve Bank of India by the finance 
ministry. This is a pity. Whoever happens 
to be in authority seems to think he alone 
knows best. 

On the subject Of interest rate policy, 
while it is true that over the long haul, the 
gradual reduction of the spread between 
different interest rates (as recommended 
by'the Sukhamoy Chakravarty Commit¬ 
tee) is desirable, it is not certain that a 
steep increase^ in the interest rate on 
government borrowing is desirable at this 
point of time. When the immediate ob¬ 
jective is a reduction of the budgetary 
deficit, an increase in the interest rate on 
government borrowing intensifies the pro¬ 
blem of a budgetary balance. The argu¬ 
ment that the wide discrepancy between 
different rates was responsible for the 
bank ‘scam’ is so patently absurd that one 
could have passed it off as a joke if 
responsible people had not made tht state¬ 
ment. Not is it true that it was this factor 
which has led to the weak financial posi¬ 
tion of many nationalised banks. The 
Narasimham Committee acknowledged as 
much, tacitly. However, again, this issue 
is not germane to the budget except to the 
extent that the recent policy on the rate 
for government borrowing aggravates the 
problem of balancing the budget. 

Incidentally, the present policy allows 
government to borrow from commercial 
banks (via the 364-day treasury bills) 
which reduces the ‘overall deficit' of the 
budget. That is a neat trick, which lends 
justification to the concept of ‘fiscal 
dcncit* (otherwise an irrelevant concept 
in the Indian context). However, this has 
already been commented on. earlier. 


Trade Policy 'i 

i 

It has become customary of late to’ 
announce import-export policy with the^ 
budget. The finance ministry has not only! 
usurped the powers of the RBI (on' 
monetary policy) but also of the com¬ 
merce ministry (on trade policy), it is here 
that the policy announcements made on, 
February 27 pose a grave threat to India’s 
future. Our deficit on merchandise trade 
account, in dollar terms, was $ 1.6 billion 
in 1991-92; in the nine months of April- 
December 1992, this deficit went up to 
$ 3.S billion as a result of the liberalisa¬ 
tion of imports announced with the 1992- 
93 budget. The justification given then, 
as the justification given again, with 
presentation of the 1993-94 budget, is that 
import liberalisation is necessary both for 
industrial production growth and for the 
growth of exports. Both claims are 
without any basis. Exports during 
1991-92, when there was a severe restraint 
on imports, amounted to S I7.g billion. 
Despite the liberalisation of imparts dur¬ 
ing 1992-93, the value of exports during 
April-Decemixr 1992 was only $ I3.I 
billion, or an annual rate of $ 17.5 billion, 
less than in 1991-92. To the extent that 
industrial production during 1992 did not 
show any marked resurgence, the overall 
growth in the industrial production index 
over April-Ociober 1992 being only 3.8 
per cent, it is clear that the liberalisation 
of imports during 1992-93 helped neither 
exports nor industrial prtKiuclion. 

Against the above background, the fur¬ 
ther liberalisation of import policy is a 
highly questionable measure, and could 

TAHtl- 3: I-'INANC IN«.UI I'l AN InVISTMENTSBY 
(T.NIRAI PitlllK SK n>K I-.NirMI'RISES 
(1943 94) 

(Rs croirf 


Plan outlay 


47,235 

l-inanced by: 



(1) Budgetary support 



(a) hquily 

3.(Sg0 


(h) Loans 

2.86») 


Total 


6,540 

(2) Internal resouiecs 


19.062 

(3) Bonds/Debentures 


6,882 

(4) LCB/Suppliers t ledit 


5,177 

(5) 'Others’ 


9,574 

Total 


47,235 


Tabu 2: RkrAVMtNt Scm-ouik roR Iniiias Laiirnai Oi hi 
(As on 31.12.91) 


(US dollars million) 



1993-94 

1994 95 

1995-% 

Principal 

5,447 

6.014 

5,616 

(of which K'NR and NRER deposits) 

(1.026) 

(357) 

— 

Interest 

3,514 

3.226 

2,900 

Total 

8.961 

9,240 

8,516 
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lead to a continuance oi the pressure on 
the balance of payments, and therefore 
dependence on continued external sup¬ 
port, which the Economic Survey has 
frankly acknowledged. 

Tut 1993-94 Bi iK.i I 

It is against the background of the state 
of the Indian economy indicated earlier 
that one has to evaluate and asses.<> the 
budget for 1993-94. 

To say that the budget for 1993-94 is a 
‘soft’ budget would be the most charitable 
description. It is more than a ‘suit' 
budget. It is soft on the rich and harsh 
on the slates and the poor of the country. 

How does the 1993-94 budget seek to 
address the basic problems of the coun¬ 
try? The two immediate problems are: 
(a) achieving macro-economic balance in 
ternally, and (b) achieving an equilibiniin 
in the balance of India’s eMcriial pay 
ments. The most pressing inediuin-term 
problem is the increasing uneniploy- 
ment/undeicinployment of the svorkforce, 
and the improvement of the education, 
health and skills of the people, which 
would, inter alia, help to increase laboui 
productivity. In other words, how does the 
budget subserve the objectives of the 
Eighth Fivc-V'ear Flan, which has been 
approved by the National Development 
Council? In fact, it is only through an im¬ 
provement of the levels cf living, of 
health, of employment and !x:tici housing 
that we can hope to bring down the rate 
of growth of the |>opulation of the coun¬ 
try, which is also an imperative need. 

Let us examine how the 1993-94 budget 
proposes to address these piobleins. On 
internal balance, the budget may be slated 
to have attempted to resolve the problem 
not by taxing the rich but by a severe 
overall monetary/fiscal constraint which 
impinges especially harshly on the state 
governments. 

This is an ini(>ortant point and needs 
elaboration. The budget for 1993-94 has 
projected an overall budgetary deficit of 
R$ 4,314 crorc. Assuming the CiDP to be 
growing by 4 per cent in 1993-94 with an 
average inflation rate of S per cent, the 
GDP in 1993-94 (at current pt ices) should 
be approximately Rs 665 billion. (The 
Economic Survey gives the GNP in 
1992-93, at current prices, to be Rs 610 
billion. We are. for the present, not draw¬ 
ing the fine distinction between the GDP 
and GNP; the difference is likely to be 
small.) At this level, the ‘overall budgetary 
deficit’, would be no more than 6.S per 
cent of the GDP. This would have been 
a reasonable set of parameters for bring¬ 
ing the economy into better macro- 
economic balance. But two distressing 
points need to be kept in mind. First, the 
reduced ‘overall dcficit'—which reflects 


government borrowing from the RBI—is 
camouflaged by Rs 6,000 crore of borrow¬ 
ing from commercial banks, against issue 
of the 364-day treasury bills, which really 
keeps the facade of a low ‘overall deficit'. 
Secondly, and more importantly, the 
revenue deficit shows a widening gap of 
Rs 17.630 crore in 1993-94 as compared 
to the budgeted figure of Rs 13,882 crore 
for 1992-93 (and the revised estimate of 
Rs I6.7(X) crore). In other words, the 
government’s need to boriow even to 
maintain its current expenditure is 
growing. 

It is against this background that one 
has to view the massive ‘give away' of 


Rs 4,522 crore (the relief in customs duty 
accounting for Rs 3,273 crore; and th^ 
relief in net .excise duty on, by and large, 
consumer goods catering to demand from 
the affluent sections of the population ac¬ 
counting for Rs 1,249 crore). There has 
been no increase in direct taxes, despite 
an obvious fiscal crunch; in fact, some 
minor concessions in regard to standard 
deduction for tax purpose has been given. 

So apparently most people appear to be 
happy, because they feel prices would 
come down as a result of lower excise 
diiiirs. Actually, there is an increase in the 
excise duly on steel, and on small-scale 
industries. The duty reductions are mainly I 
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in respea of durable consumer goods, and 
on items like biKuils, noodles, cosmetics. 
and automotive vehicles (including the 
Maruli and other passenger vehicles), etc, 
which are items of urban middle class 
consumption. 

In the above background, consider the 
Hgures of plan transfers to states, which 
have been glossed over by the finance 
minister in his budget speech (Table I). It 
would be seen that there is a reduction in 
the Plan transfers to states by as much as 
R$ 3,7S9 crore in 1993-94 as compared to 
1992-93. 

In other words, the centre has been soft 
on businessmen, on the rich, on the af¬ 
fluent consumers. It has been harsh on the 
state governments which are responsible 
for providing social set vices like education 
and health services to the people. It is, 
indeed, somewhat brazen to claim to have 
increased the outlay on rural development, 
on agriculture, on education and health, 
even as the net Plan allocation to the states 
is being cut by more than 55 per cent. 
(Incidentally, we have added transfers 
under small savings to Plan transfers 
because the figures of ‘recoveries’ include 
both the principal and interest payments 
on small savings which are transferred to 
states.) 

So the concessions in the budget are 
very clearly at the cost of the state govern¬ 
ments. This point need not be laboured 
any further. 

The second short term objective of the 
budget is the management of external 
payments. In fact, the raison d'etre of the 
economic reform programme initiated in 
July 1991 was the severe crisis in external 
payments faced by the country in the sum¬ 
mer of 1991. We have already seen that, 
as compared to a current account deficit 
of $ 2.8 billion in 1992-93, the deficit in 
1992-93 is now projected (in the Economic 
Survey) at S 7 billion. Perhaps, at this 
juncture, we ought to take a look at India’s 
external debt, and our debt repayment 
liability because these are material (actors 
in any examination of our balance of 
payments. 

The Economic Survey gives our exter¬ 
nal debt, as on September 30. 1992, at 
S 71.1 billion. This figure is stated to 
exclude the rouble credit which has now 
been settled at $ 10.3 billion. The ilgure 
also excludes military delrts (from GCA 
countries) amounting to S 2.2 billion, as 
well as short-term credits (of less than one 
year) which are roiled over from time to 
time by banks. Even excluding the last 
mentioned item, India’s external debt, as 
on September 30, 1992, may be taken at 
S 83.6 billion. Even at Rs 30 per dollar— 
and the rate is now around 
Rs 31.50—India's external debt works out 
to more than Rs 250 thousand crore. 


The Reserve Bank of India has given a 
Khedule of repayment of our interhal 
debt, as contracted up to December 1991 
{vide RBI Bulletin, Supplement. 
November 1992). The repayment schedule- 
excluding the repayment of the rouble 
credit and military debt—works out as 
shown in Table 2.. 

To these figures we have to add 
something like S 0.77 billion for 1993-94, 
the amount going down by some S 10 
million annually thereafter. (While the 
rouble credit has now been designated in 
rupees, it has a strange clause keeping the 
dollar value of the credit unchanged.) 
Even if we assume that there would be no 
repayment of K'NR/NRER deposits, and 
not counting the interests on the deposits 
renewed, the repayment of external debt 
would amount to nearly S 10 billion, or 
some Rs 3().(X)0 crore, in each of the years 
1993-94, 1994 95 and 1995-%. 

Our exports during April-Deccmbcr 
1992 were only $ 13.1 billion or, say, 
around S 17.6 billion for the year as a 
whole. Even if we assume our exports to 
increase by 20 per cent in dollar terms in 
1993-94 - far in excess of what is forecast 
by the government—our exports in 
1993-94 would be no more $ 21.1 billion. 
This implies a debt service charge of 
nearly 50 per cent of our exports in 
1993-94! In other word*., we are squarely 
in a debt trap, and our very survival now 
depends on continuing ‘transfu.sion’ of 
conditional external economic aid to the 
Indian economy. It is in this background 
that one has to judge the policy of import 
liberalisation, of the ‘globalisation’ of the 
economy, of the reduction in import 
duties to facilitate easier imports. (For an 
item like steel, with higher excise duties 
and lower import duties, one does not 
know the precise impact because we are, 
at the same time, depreciating (he rupee.) 

In fact, the ‘expectations’ arising from 
the balance of payments are certain to 
exert a pressure on the rupee, and force 
us to devalue steadily, almost continually. 
And yet that may not reduce the pressure 
for imports of elitist consumer goods and 
components thereof, for the budget does 
nothing to address the problem of ’black 
money’. 

This Iasi point is seen from the 
disinclination to collect the interest tax at 
source. The budget shows a receipt of 
Rs 8(X) crore under this head. If the tax 
were collected at .source, the collection 
would be between Rs 3,000 and Rs 4,000 
crore; and even after refunds, the net col¬ 
lection would not be less than Rs 2,000 
crore. (Scheduled bank credit alone, as of 
January 22, exceeded Rs l,46,0(X) crore; 
one has to add loans disbursed by the 
public financial institutions exceeding 


Rs 45,000 crore and one nas to aaa me 
totality of small savings). In fact, this has 
been a persistent demand from black 
money holders, namley, that the interest 
tax should not be collected at source, and 
the government obliged last year. 

RrviVAi f)t Economy and 
Ini KASIRIIC IHKl iNVbSIMENIti 

Finally, as far as the Plan is concern¬ 
ed. we may take only the Plan outlay of 
central public sector enterprises. The total 
Plan outlay of PSE.s, at Rs 47,235 crore 
in 1993-94 shows a healthy increase of 28.8 
per cent or of Rs 10,574 crore over the 
revised plan outlay of PSEs at Rs 36,661 
crore in 1992-93. But the financing of the 
outlay of Rs 47.235 crore in 1993-94 is 
work^ out as shown in Table 3. The ques¬ 
tion arises about the-last item ‘others’, 
which appears to be through the sale of 
equity of PSEs to the public While 
budgetary support accounts for only 13.8 
per cent of the total plan outlay of PSEs 
(through new equity and loans), the item 
‘others’ accounts for 20.3 per cent of the 
funds. The biggest entries under this 
category are for the ONCC (Rs 4,383 
crore), the SAIL (Rs 820 crore), the 
telecom sector (Rs 736 crore), the IPCL 
(Rs 479 crore). The realty objectionable 
part in this exercise pertains to the ONGC 
and the.coal sector. The 1993-94 budget 
gives away the game of ‘privatisation’ en¬ 
forced by international finance capital. 

And, in respect of ‘social services' the' 
outlay on central and centrally-sponsored 
schemes, in areas which are the respon¬ 
sibility of states under the Constitution, 
goes up from Rs 6,976 crore in 1992-93 
to Rs 8,659 crore in 1993-94, an increase 
of 12.4 per cent. (One should recall here 
the reduction in net plan grants and loans 
for state plans by the centre.) 

CONt lUOINCi RbMARKS 

Many other queries arise about the 
1993-94 budget. But most importantly, it 
is weak on raising rcsouroes; it is weak on' 
restoring a balance in our external 
payments (relying heavily on contracting 
more and more of external debt); it 
underplays the likely increase in ad¬ 
ministrative expenditures—as well as of 
prices generally—as a resuh of the unifica¬ 
tion of the exchange rate; and it seeks to 
give tax concessions (for revival of the 
economy) to the wrong sectors, wrong 
beneficiaries. The budget is soft on the af¬ 
fluent sections of the population, and 
harsh on the states. 

And if, god forbid, the monsoon in 
1993-94 is not as favourable as it was in 
1992-93, we are going to have a long, 
distressing winter of discontent in the 
Indian economy. 
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A Complacent Budget 

V IH Dandfkar 

Though the general direction -of the New Economic Policy appears to be right, two critical parameters of the 
economic situation, namely, the fiscal deficit and the balance of payments deficit, have remained as serious as 
they were two years aga The finance minister is aware that fiscal imbalances are still large and that the economy 
is still vulnerable to external shocks and that, therefore, there is no room for complacency. Nevertheless, by ex¬ 
uding so much quiet corfidence. he is creating a general mood of complacency. Reduced customs and excise duties 
have added to this mood, creating expectations that next year not only will these indirect taxes be further reduc¬ 
ed, but also direct taxes will be reduced. This may be politically wise in the short run, but may prove disastrous 
in the long run. not much longer than the end of the century. 


THE new government took office in June 
1991, that is 20 months ago. As the 
finance minister mentioned in his budget 
speech, the economy was then in the 
throes of an unprecedented balance of 
payments crisis. A savage squeeze had 
been imposed on imports; international 
confidence had collapsed; industrial pro¬ 
duction was falling; and inflation was on 
the rise. The rising fiscal deficits of the 
central government were the root cause of 
our balance of payments problem, rising 
prices and high rates of interest. Hence, 
fiscal discipline was essential. Structural 
reform was also necessary to improve our 
international competitiveness which was 
crucial to provide a lasting solution to the 
balance of payments crisis. 

The strategy adopted since then has 
rested on the twin pillars of fiscal 
discipline and .structural reform. The 
finance minister claims that it has been 
vindicated by the decisive upturn which 
the economy is showing. The 1993-94 
budget therefore reflects this strategy and 
pushes it further. It is only fair that we 
should Judge the strategy and hence the 
budget not on grounds of ideology but on 
pet formance. 

The fi.scal di.scipline is reflected in the 
fiscal deficit. It was Rs 36,323 crore in 
1991-92 and Rs 36,722 crore in 1992-93 
(RE) and is budgeted to be Rs 36,939 crore 
in 1993-94 (BE). Hence; one might say 
that the fiscal deficit is, at best, restrain¬ 
ed, not reduced. But, when related to total 
expenditure (Plan and non-Plan), it ap¬ 
pears to have been reduced from 32.60 per 
cent in 1991-92 to 29.44 per cent in 1992-93 
(RE) and to 28.14 per cent in 1993-94 
(BE). Evidently, the reduction in fiscal 
deficit aimed at during 1993-94 is much 
less than that achieved during 1992-93. 

According to the Economic Survey 
(1992-93), the latest estimates by the Cen¬ 
tral Statistical Organisation (CSO) for 
1991-92 suggest that the growth in the 
gross domestic product (GDP) was only 
1.2 per cent, which is much less than 2.3 
per cent projected in the previous year’s 
Economic Survey. But, the growth of 
GDP in 1992-93 is expected to exceed 4 


per cent. One reason for the low growth 
of GDP in 1991-92 was the near stagna¬ 
tion of industrial production; actually, the 
index of industrial production (IIP) show¬ 
ed a small decline of - 0.1 per cent. The 
performance of the mining and manufac¬ 
turing sectors was particularly poor show¬ 
ing a growth of a mere 0.3 per cent and 
an actual decline of -1.6 per cent respec¬ 
tively. However, there seems to have been 
a considerable recovery thereafter. During 
April-October 1992, the mining and the 
manufacturing sectors and the general IIP 
grew at the annual rales of 3.9, 3.7, and 
3.8 per cent respectively. This seems to be 
the evidence of the decisive upturn of the 
economy vindicating the New Economic 
Policy. 

Rl:UllC IION IN CUSKIMS AND EXC ISI 
Din II S 

I'he main feature of the 1993-94 budget 
is the considerable reduction in the 
customs and excise duties and nevertheless 
some increase in the revenue receipts from 
these two sources (8.7 and 3.8 per cent 
respectively) in 1993-94 compared to those 
in 1992-93. To see the arithmetic of these 
calculations, we need to look into the ex¬ 
planatory documentation that comes 
along with the budget, in particular, the 
Receipts Budget (1993-94) and the 
Memorandum on the Finance Bill, 1993. 

Let us first consider the customs duties. 
The net revenue (net of refunds and draw¬ 
backs) from customs duties in 1992-93 is 
estimated to be Rs 23,300 crore (RE). The 
Receipts Budget (1993-94) notes that the 
revenue from customs duties in 1993-94 
is estimated to be Rs 31,000 crore. The ma¬ 
jor item in customs duties are the import 
duties. The revenue therefrom is estimated 
to be Rs 23,022.91 crore in 1992-93 (RE) 
and Rs 29,340.90 crore in 1993-94 (BE). 
The increase of Ri^ 4,317.99 crore (]8.()6 
per cent) is because ’’due to the improved 
position of the balance of payment, an all 
round improvement in the import revenue 
is expect^ in 1993-94” (P 4]. In simple 
prose, it means that bKausc of larger 
foreign exchange reserves, built up main¬ 


ly by burrowing, more imports will be 
allowed. But then the Memorandum on 
the Finance Bill, 1993 informs us that the 
revenue loss due to reduction in import 
duties in 1993-94 is estimated to be 
Rs 3,279 crore {p I3|. 1'hcre is also a small 
revenue loss of Rs 72 crore because of 
reduction of export duties and a small 
gain of Rs 78 crore because of an increa.se 
in import duties on two items. Altogether, 
there is an estimated net loss of Rs 3,273 
crore in customs duties. If we deduct this 
from the estimated revenue from customs 
duties of Rs 31,000 crore, we have the 
estimate of revenue from customs duties 
in 1993-94 amounting to Rs 27,727 crore 
(BE) compared to Rs 23,300 crore in 
1992-93 (RE). 

Ixt us next consider the excise duties. 
The receipts therefrom in 1992-93 were 
Rs 32,500 crore (RE). The Receipts 
Budget (1993-94) notes that “the receipts 
in IW3-94 arc expected to be Rs 33,(i00 
crore, i e. Rs 2,300 crore, more than the 
Revised l.siiniaie of 1992-93” (p 4). 
Presumably, the estimate is based on ex¬ 
isting, that i.s, pre-budget duly rates and 
expected 'iiuririar increase in collection. 
If so, the ’normal’ increa.se works out to 
be 7.69 per cent, ol course, at current 
prices. Then, we have the Memorandum 
on the Finance Bill. 1993. It shows that, 
because of the reduction in the excise 
duties on a number of items, there will be 
a lo.ss ol Rs 2.754.58 crore in the revenue 
in 1993-94 compared to that in 1992-93. 
On the other hand, there is a gain of 
Rs 505.38 crore because of increa.se in ex¬ 
cise duties on some items. Hence, the net 
loss m revenue because of changes in ex¬ 
cise duties is estimated to be Rs 2,249. But 
the reduced exci.se duties are expected to 
increase production and the consequent 
additional revenue on that account is 
estimated to be Rs l,(XX) crore [p 19J. 
Presumably, this increase in production 
and in consequent revenue is over and 
above the ‘normal’ increase of 7.69 per 
cent mentioned above. To work out the 
additional increase on this account, we 
deduct the net loss of Rs 2,249 crore from 
the estimated receipts of Rs 35,(X)0 crore 
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and arrive at the estimate of Rs 32,751 
oore being the revenue receipts in 1993-94, 
with new duties but without any addi¬ 
tional increase in the receipts consequent 
to increase in production of excisable 
goods due to the reduction in the excise 
duties. The additional revenue estimated 
at Rs 1,000 crore works out to be 3.05 per 
cent of this base figure. Thus, the total in¬ 
crease in the excisable production between 
1992-93 and 1993-94 is expected to be 
(7.69 + 3.05)= 10.74 per cent. At current 
prices, this appears to he reasonable. 

To complete the arithmetic, as a conse¬ 
quence of the changes in the excise duties 
proposed in the Budget 1993, there is 
expected to be a net revenue loss of 
Rs (2.249 1,000= 1,249) crore in 1993-94. 
If we deduct this loss of Rs 1,249 crore 
from the estimated revenue of Rs 35,000 
crore, we have the budget estimate of 
Rs 33,751 crore compared to Rs 32,500 
crore in 1992-93 (RE). 

Thus, the reduction in the import and 
excise duties causes a loss of revenue 
amounting to Rs (3,279 + 2,754.58 = 
6,033.58) crore. Therefore, the question 
arises as to why they are reduced resulting 
in a loss of revenue of about Rs 6,034 
crore? As to the customs duties, the 
finance minister has explained: “Our first 
priority in restructuring customs duty 
should be in the area of capjtal goods and 
project imports since these duties affect 
the incentives for new investment. ... The 
logic of reducing duties on capital goods 
requires lowering of duties on metals and 
metal goods as well, as these are the basic 
raw materials of the domestic capital 
goods industry” [Budget Speech (part-B), 
paras 83 and 87, p 23). As to the excise 
duties, normally they are reduced in 
response to the reaction in import duties 
so as to keep the domestic goods com¬ 
petitive with the imported goods in the 
domestic market. But, there can be other 
reasons as well. According to the finance 
minister, reduction in excise duties “are 
guided by the need to simplify the rate 
structure, to give some relief on articles 
of mass consumption, help the domestic 
capital goods industry so as to increase its 
competitiveness and also reduce capital 
costs. as.si$t industries suffering from 
depressed demand conditions, and to pro¬ 
vide relief to small-scale industry” [Budget 
Speech (part-B). para 100, p 26|. Some 
prominent groups of commodities on 
which import duties are reduced arc (84) 
non-electrical machinery, (85) electrical 
machinery, and (87) motor vehicles and 
parts thereof. These account for Rs 1,110 
crore out of the total revenue loss of 
Rs 3,279 crore due to reduction in import 
duties. The corresponding items on which 
excise duties are reduced are (84) capital 
goods including refrigerators and air- 


conditioners. (85) elearic machinery, dry 
cells, radio and TV sets, etc, and (87) 
motor vehicles and parts thereof. Presu¬ 
mably, these are the items on which ex¬ 
cise duty is reduced to compensate for the 
reduction in the import duty so that 
domestic production may be able to com¬ 
pete with the imports in the domestic 
market. Pos.sibly, these are also the in¬ 
dustries suffering from depressed demand 
conditions and hopefully with the reduc¬ 
tion in excise duties they will be able to 
increase production and even exports. 
Loss of revenue on account of reduction 
in excise duties on these items amounts 
to Rs 1,619 crore out of the total of 
Rs 2,754.58 crore: Thus the loss of revenue 
on account of reduction of the import and 
excise duties on these items amounts to 
Rs (1,110 + 1,619 = 2,714) crore. Some credit 
may be taken for the estimated increased 
excise revenue of Rs 1,000 crore on ac¬ 
count of increased production of items on 
which excise duties are reduced. The pur¬ 
pose of reducing the excise duty on most 
other items is “to simplify the rate struc¬ 
ture, give some relief on articles of mass 
consumption, and provide relief to small- 
scale industry”. Probably, among the ar¬ 
ticles of mass consumption are cosmetics 
and reduction of excise duties on them 
causes a loss of Rs 127 crore. The loss of 
revenue on account reduction of excise 
duty on the remaining items amounts to 
Rs (2,754.58- 1,619-^ 127 = 1,008.58) crore. 

Reduction in customs and excise duties 
are the principal elements of the structural 
reform and they must be judged by their 
expected effect on the trade deficit and the 
fiscal deficit. Of course, 20 months is too 
short a period to judge the policy on this 
score. Nevertheless, it is only legitimate to 
examine the experience over this period 
even if it is too short. 

let us first consider the trade deficit. 
Estimates of merchandise imports for the 
full year 1992-93 are not yet available. In 
the previous year. 1991-92, they amounted 
to S 19.4 billion. Of this, imports during 
April-December 1991 were S 14.2 billion 
which is 73.20 per cent of the year's im¬ 
ports. Provisional estimates of imports 
during April-December 1992 are $ 16.6 
billion. If we raise this in the same pro¬ 
portion as in 1991, we have an estimate 
of the merchandise imports for the whole 
year 1992-93 at S 22.7 billion. This is an 
increase of 16.90 per cent over the pre¬ 
vious year [Economit: Survey. 1992-93. 
Table 5.2. p 98). 

As for the exports, we may adopt the 
same procedure. Merchandise exports in 
1991-92, amounted to $ 17.8 billion. Of 
this, exports during April-December 1991 
were S 12.6 billion which is 70.79 per cent 
of the year's exports. Provisional estimate 
of the exports during April-December 


1992 are S 13.1 billion. If we raise this in 
the same proportion as in 1991, we have 
an estimate of merchandise exports for the 
whole year 1992-93 at $ 18.5 billion. This 
is an increa.se of a mere 3.97 per cent over 
the previous year [Economic Survey, 
1992-93. Table 5.2, p 98). As a conse¬ 
quence, the trade deficit, which was $ 1.6 
billion in 1991-92, may turn out to be 
afound S 4.2 billion in 1992-93. in fair¬ 
ness, we may note that the very low trade 
deficit in IWI-92 was because of the ex¬ 
traordinary compression of imports in 
that year and that, in 1990-91, the year 
before the new policy, the trade deficit was 
S 5.9 billion and hence, in that sense, 

1992- 93 was an improvement. 

.What should we expect to happen in 

1993- 94? As already noted, the merchan¬ 
dise imports are expected to increase b) 
18.06 per cent in 1993-94. over those in 
1992-93 [Receipts Budget. 1993-94, p 4). 
Let us round this to 18 per cent. On this 
basis, the merchandise imports will in¬ 
crease from S 22.7 billion in 1992-93 to 
S 26.8 billion in 1993-94. Even to contain 
the trade deficit to what it is estimated to 
be in 1992-93, namely, S 4.2 billion, the 
merchandise exports in 1993-94 will have 
to be $ 22.6 billion compared with what 
they are estimated to be in 1992-93, name¬ 
ly, $ 18.5 billion; this is an increase of 22.2 
per cent compared to a mere 3.97 per cent 
in 1992-93. This looks impossible. A 
reasonable estimate is that the exports will 
increase by 5 per cent over those in 
1992-93; even a most optimistic estimate 
cannot put the increase at more than 10 
per cent. Hence, by the most optimistic 
estimate, the exports in 1993-94 will reach 
S 20.4 billion resulting in a trade deficit 
of $ 6.5 billion compared to S 4.2 billion 
in 1992-93. 

One may be mote optimistic if one is 
so inclined. But the stark fact remains that 
we still have a large trade deficit. There 
is need to take people, especially the 
policy-makers, into confidence on this 
point rather than cover it up by saying that 
there is a distinct improvement in the 
international confidence in cur economy 
which .simply means that we are again able 
to borrow and let our external indebted¬ 
ness grow. The finance minister says that 
“the sense of crisis is now behind us”. In 
fact, we have merely postponed i(. The 
finance minister says that “we have 
restored a measure of normalcy to our ex¬ 
ternal payments”. In fact, we have restored 
the 'normalcy' of the previous decade. 

Let us next consider the fiscal deficit. 
As already noted, the fiscal deficit, in ab¬ 
solute terms, has been more or less con¬ 
tained: it was Rs 36,325 crore in 1991-92, 
Rs 36,722 crore in 1992-93 (RE), and is 
budgeted to be Rs 36,959 crore. As is well 
known, fiscal deficit has two components: 
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Di wH»f> y deficit and borrowinfs and 
otiw Babi lirici . Between 1991-92 and 

1992- 93 (RE), both theie components 
wtie held oonatam and so was the Hscal 
dehck. However, between 1992-93 (RE) 
and 1993-94 (BE), though fiscal deficit is 
nKMc or less uoduuiged, the budgmry 
defich it sought to be reduced from 
Rs 7,202 croie in 1992-93 (RE) to Rs4JI4 
crote in 1993-94 (BE). This is achieved 
partly by mi increase in revenue receipts 
from Rt 71,279 crore in 1992-93 (RE) to 
Rs 04,209crore in 1993-94 (BE) and partly 
by an increase in borrowings, etc, from 
Rs 29420 crore in I99^93 (RE) to 
Rs 32M5 crore in 1993-94 (BE), though 
the increase in total receipts is partly 
cancelled by an increase in total expen- 
diturcL 

Incidentally, in spite of an increase in 
revenue receipts, the revenue deficit has in¬ 
creased steadily from Rs 16461 crore in 

1991-92 to Rs 16,700 crore.in I99^93 (RE) 
to Rt 17,630 crore in 1993-94 (BE). One 
reason for this it a steady increase in the 
interest ptyrments which, for the first time^ 
are shown teparaieiy in the Budget at a 
Gtancer, these iiicreased from Rs 26463 
crore in 1991-92 to Rs 32,300 crore in 
I99^93 (RE) and to Rs 38,000 crore in 

1993- 94 (BE), in fact, since 1992-93, the 
interest payments have exceeded the bor¬ 
rowings, etc, which means that a part of 
the interest payments is met from the 
revenue receipts. One might also say that, 
when the interest payments exceed the 
borrowing capacity, one has entered a. debt 
trap. In 1991-92, the interest payments 
constituted 90.13 per cent of the new bor¬ 
rowings, etc In 1992-93 (RE), they were 
110.09 per cent of the latter. The budget 
for 1993-94 estimates the interest payments 
to be 116.40 per cent of the borrowings, 
etc Thus, the government entered the debt 
trap in 1992-93 and is budgeted to go 
deeper into it in 1993-94. 

C>nc4 you ento- the debt trap there is no 
way of getting out of it by more borrow¬ 
ing; there is no alternative to starting to 
pay at least a part of the interest out of 
the revenue receipts. This cardinal truth 
must be borne in mind and drilled into 
the minds of thtXK who do not know the 
arithmetic of compound interest. For this 
purpose the finance minister must men¬ 
tion the outstanding liabilities (internal 
and-external) of the central government 
and these should be mentioned promi¬ 
nently in the Budget at a dance and ex¬ 
hibited graphically Hhe several other items 
are done These are given in the Receipts 
Budget but remain mostly unseen by the 
honourable members. The outstanding 
liabilities amounted to Rs 3,I4,SS8 crore 
at the end of 1990-91, Rs 3,54,662 crore 
at the end of 1991-92, Rs 3,96,482 crore 
at - the end of 1992-93' (RE), and are 
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estimated to be to Rs 4,36,460 crore at the 
end of 1993-94 (BE) [Receipts Budget 
1993-94, p 42|. NWe may relate them to the 
GDP. The estimates of GDP (at current 
prices) are Rs 4,63,800 crore in 1990-91, 
Rs S,35,100 crore in 1991-92 (provisioiial), 
and Rs 6,10,000 crore (anticipated) in 

1992-93. Hence the outstanding liabilities 
constitute 67.53 per cent the GDP in 
1990-91, 66.28 per cent in 1991-92, and 
65.00 per cent in 1992-93. We may say 
that, during the past three years, the 
outstanding liabilities have stayed around 
two-thirds of the GDP. 

This was achieved by progressively 
reducing borrowings in relation to interest 
payments. Borrowings as a proportion of 
the interest payments have come down 
from 121.32 pet cent in 1990-91, to 110.94 
per cent in 1991-92, to 90.83 per cent in 
1992-93 (RE). Thus, for the first time, in 
1992-93, a part (9.17 per cent) of the in¬ 
terest payments were paid out of revenue 
receipts. In 1993-94, borrowings arc 
budgeted to be 85.90 per cent of the in¬ 
terest payments. In other words, a larger 
part (13.10 per cent) of the interest pay¬ 
ments arc budgeted to be paid out of the 
revenue receipts. This is the right course. 
But, It seems that there was the possibili¬ 
ty and need for a more rapid progress 
along this course. 

Missbu Opportunitv 

The outstanding liabilities of the 
government grow year by year becau.se 
some borrowing is necessary to keep the 
level of total expenditure at a certain level 
in order to avoid recessionary tendencies 
arising. Moreover, ail that is suggested 
above is that at least a part of the interest 
payments should be met out of revenue 
receipts; the balance must come from 
borrowing. Further, over the years, the 
average rate of interest on the outstan¬ 
dings has been increasing because the old 
low interest-bearing debt is being retired 
by new high interest-bearing debt. For in¬ 
stance, the average rate of interest works 
out to be 8.7 per cent in 1991-92 and 9.1 
per cent in 1992-93 [Economic Survey, 
1992-93, Thble 2.5 and 2.6, pp 25-26). The 
interest payments estimate for 1993-94 
are Rs 38,000 crore and work out to ue 
9.6 per cent of the outstandings. Again, 
this is a fact which the finance minister 
must bring to the notice of the House. 

There is not much possibility of the 
government borrowing at a lower rate of 
interest in the near future. It is true that 
the maximum rate of interest on bank 
deposits is being reduced from 12 to II per 
cent. But, at the same time; the policy is 
to reduce the sututory liquidity ratio 
(SLR), which enables the government to 
borrow at the below market rate of in¬ 


terest, from the present 36 per cent to 
about 25 pa cent ova the next three years. 
On balance, one may suppose that the 
average rate of interest on its liabilities 
which the government will have to pay 
after 1993-94 will not be much less-tlian 
10.0 per cent. 

It is worth speculating about the situa¬ 
tion in 2000-01 on the basis of these 
paramaers. The estimates of GDP (at 
current prices) are Rs 4,65400 crore in 
1990^91, Rs 545,100 crore ip 1991-92 (pro¬ 
visional). and Rs 6,10,000 crore (antici¬ 
pated) in 1992-93. L« u's round this off 
to Rs 6.(X),000 crore and la us suppose 
that it will grow at the rate of 6 pa aiutum 
for the next eight years which is bang very 
optimistic. On that basis, the GDP in 
2000-01 may be put at Rs 9,56,309 (say 
Rs 9,56,000) crore (at 1992-93 prices), if 
we wish to hold the outstanding liabilities, 
namely, at about two-thirds of the GDP, 
they may be allowed to grow to Rs 647433 
crore. The outstanding liabilities 
amounted to Rs 3,96,482 crore at the end 
of 1992-93 (RE). We may round them of 
to Rs 4,00,000 crore Hen^e; baweeti 

1992- 93 and 2000-01,. the outstanding 
liabilities may be allowed to grow at an 
annual rate of 6 per cCnt. But, if the rate 
of interest will be at least 10 pa cent, as 
we expect it to be, outstanding liabilitia 
will grovt at that rate if no interest is paid 
out of revenue raeipts. To restrain its 
growth to 6 pa cent. 40 pa cent of the 
interest payments will have to come out 
of the revenue receipts. Otherwise; the 
outstanding liabilities will continue to 
grow. For instance, even if 15 per cent of 
the interest payments are paid out oi 
revenue receipts (compared to 13.10 per 
cent budgeted in 1993-94), outstanding 
liabilities will grow at the rate of 8.5 pa 
annum and will reach Rs 7,68,242 crore 
constituting over 80 per cent of (he pfo- 
jeeted GDP (at Rs 9,56,000 crore) in 
20(X)0I. 

Outstanding liabilities as a proportion 
of (iDP is an important fiscal paramaer 
and it has reach^ so high a level that it 
should be an important goal of fiscal 
policy to hold it to its present level, name¬ 
ly, about two-thirds of the GDP. As men¬ 
tioned above, this requires that about 40 
per.cent of the interest payments must 
come from out of the rwenue rcceipits 
compared to 13.10 per cent budgeted, in 

1993- 94. Thus, there is a long way to go. 
The finance ihinisier had an opportunity 
to move in this direction with somewhat 
larger steps. He has missed it. 

As already mentioned, the reduaion in 
the import and excise duties causes a 
loss of revenue amounting to Rs (3479-t- 
2,75448 - 6,033.58) crore. Even if we con¬ 
fine attention to the few prominent 
groups, noted above, namely. (84), (85), 
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ud (tT), the loo of revenue on ocooiint 
of reduction on import and exciM duties 
on them amounts to Rs 1,619= 

2,714) crom Add to this, the revenue loss 
of Rs 127 crore due to reduction of excise 
duties on cosmetics and you have a total 
of Rs 2,841 crore being nothing but a gift 
from the Tuiance minister for a select 
group. 

If the burden of outstanding liabilities 
of his government had weighed on his 
mind and if he had seen his primary res¬ 
ponsibility not to let it grow much further, 
he could save this revenue and contain the 
borrowings to Rs 29,800 crore beingabout 
the same level as in the previous year 
(Rs 29,520 oore). In that case, borrowings 
would constitute 78.42 per cent of the in¬ 
terest payments so that the balance of 
21.58 per cent of the interest payments 
could come out of the revenue receipts. 
Thus, he could have taken a long step in 
the right direction. We see no justification 
for not having chosen this alternative. 
This is not the opportune time to lose 
revenues. Reducing well established tax 
rates may be popular but not prudent 
unless there is evidence that the loss in 
revenue will be made up by additional 
revenue at lower rates but on larger out¬ 
put and incomes. We do not raise the 
ideological question, increased output of 
what and increased incomes of wha 

The finance minister rightly says; 
“Fiscal experts tell us that the loss of 
revenue will be made up in the medium 
term, but there is no guarantee that this 
will happen immediately, and finance 
ministers have to look after the short term 
if they want to survive in the medium term" 
[Budget Speech, 1993-94, part B, p 18]. 
By including the abovementioned items to 
reduce import and excise duties, he is ob¬ 
viously looking after the short term and 
therein will certainly survive in the 
medium term. Let us hope, he will let the 
country survive a little longer. 

Tb sum up: Though the general direc¬ 
tion of the New Economic Policy appears 
to be right, the two crucial parameters of 
the economic situation, namely, the fiscal 
deHdt and the balance of payment deficit, 
have remained as serious as they were two 
years aga The finance minister is aware 
that fiscal imbalances are still large and 
the economy is still vulnerable to exter¬ 
nal shocks and that, therefore, there is no 
room for complacency. Nevertheless, by 
exuding so much quiet confidence, he is 
creating a general mood of complacency. 
Reduced customs and excise duties have 
added to this mood creating expectations 
that, next year, not only these indirect 
taxes will be further reduced but also the 
direct taxes will be reduced. This may be 
politically wise in the short run but may 
prove disastrous in the long run, not much 
longer than the end of this century. 
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Dissection of a Bold Budget 

Ariadam Daa*GupU 
Dilip Mookhrijt^ 

Barring adverse harvests or oit price movements, the 1993-94 budget is likely to increase the industrial growth 
mte, without signifmintly increasing inflation. The balance of payments situation may, however, deteriorate, resulting 
in downward pressure on the rupee, necessitating intervention by the RBI to stabilise the exchange rate. The resource 
mobilisation assumptions underlying the budget projections for 1993-94 appear to be slightly optimistic. Never 
theless, the likely increases in customs and excise revenues and direct tax receipts should cover the effects of the 
duty concessions. There is some uncertainty, however, about the ability ofpublic enterprises to raise enough resources 
through market borrowings to implement plan outlays. In terms of the aim of longer term structural adjustment, 
the fiscal policy of the government appears to be successful in reducing government borrowing, but unsuccessful 
in stepping up investments, particularly in irfrastructure. Detailed aspects of tax policy are appraised and some 
suggestions for administrative initiatives and for insurance market reform are offered. 


I 

Intruduction 

THE 1993-94 budget provides a clear 
signal of the government’s resolve to con¬ 
tinue the thrust of economic reforms 
initiated in July 1991. Its boldness has 
dispelled the notion that the momentum 
of economic reforms has slowed down in 
response to the political uncertainties of 
the past few months. It is also un¬ 
precedented in appearing to offer gains to 
almost all sections of Indian society, in 
contrast to the usual expectation of 
increased burdens imposed by the exche¬ 
quer. Most surprising, it appears at first 
glance to simultaneously exercise fiscal 
restraint, and push forward structural 
adjustment reforms, both of which are 
usually associated with short-term costs 
on large sections of the population. 

Among the important measures an¬ 
nounced in the budget ate the following;. 

(i) a unified exchange rme, which removes 
a 7-8 per cent tax on exporters that financ¬ 
ed a subsidy on official imports of oil, fer¬ 
tilisers and other essential commodities; 

(ii) a significant reduction in customs and 
excise duties; (iii) increased central plan 
outlay by 37 per cent; (iv) substantial 
increases in spending on infrastructure as 
well as social services such as education 
(38 per cent), health (60 per cent) and 
welfare (27 per cent); (v) substantial 
increases in plan outlays on agriculture (16 
per cent) and irri^tion and flood control 
(33 per cent), combined with the benefit 
of 'Sliced duties on farm equipment; 
(vi) five-year tax holidays for investments 
in backward regions; and (vii) a cut in in¬ 
terest rates by one percentage point along 
with preferential treatment for export 
credits. At the same time the finance 
ministry expects to continue the down- 
vnrd trend of the fiscal deficit, bringing 
it to S.l per cent of GDP in 1992-93, and 
to keep it at roughly the same figure in 
nominal terms the following year. 


Not surprisingly, the budget has evoked 
enthusisastic, even euphoric, responses 
from large sections of the population. It 
appears to be simultaneously deflationary, 
growth-oriented, export-oriented, and 
welfare-oriented, and thus come rather 
close to the economist's theoretical ideal 
of a Pareto improvement. By reacting to 
criticisms of neglect of inflation, 
agriculture and welfare in the past year 
and a half, as well as by offering signifi¬ 
cant gains to important interest groups 
such as industrialists, large farmers, pro¬ 
fessionals. the urban middle class and 
politically disturbed backward regions, the 
budget reveals the growing political 
maturity of the protagonists of the cur¬ 
rent reforms programme. Set in the con¬ 
text of the fiscal and foreign exchange 
crises faced by the country only one and 
a half years ago. and of double-digit 
inflation and industrial recession ia.st year, 
this does seem remarkable. 

The absence of a free lunch is a com¬ 
mon belief of economists, particularly in 
the context of fiscal policy. The possibility 
of designing a policy that seems to offer 
something for nothing therefore deserves 
close examination. In order to probe the 
internal-structure and consistency of the 
budget proposals, this paper addresses the 
following issues: (1) how major macro 
variables ate likely to react in the next one 
year if budget proposals are implemented 
(Section II); (ii) how the government 
expects to mobilise the resources required 
for the next financial year, and how 
realistic these expectations appear to us 
(.Section III); and (iii) how the govern¬ 
ment’s fiscal policy performs with respect 
to the longer term aims of structural ad¬ 
justment (Section IV). Following this. 
Section V discusses detailed aspeas of the 
government’s tax policy, and Section VI 
concludes with some suggestions for 
initiatives in related areas of public 
administration and reform of insurance 
markets. We hasten to add that our ap¬ 


praisal of the three questions above is 
based on rough-and-ready calculations 
based largely on aggregate data available 
from the 1992-93 Economic Survey and the 
1993-94 budget documents, so our esti¬ 
mates potentially admit considerable 
refinement. 

II 

Shurt-Tr-rm Marni-Kronomir 
Kx|M‘ctationH 

Taking the budgetary forecasts 
and meksurcs proposed in the Finance Bill 
as given, how should major macro¬ 
economic variables react? We expect the 
industrial growth rate to pick up due to 
the effects of: lowered excise and customs 
duties; reduced interest rates; increased 
availability of credit via phased reductions 
in the statutory liquidity ratio of banks 
and ease of accessing the capital market; 
increased plan outlay of the government; 
and stimulation of exports following 
reduction in duties of capital and 
intermediate goods imports, apart from 
the transition to the unified exchange rate 
regime. Countering this will be the effect 
of increased competition from foreign 
producers owing to tariff cuts, but this is 
likely to be tempered by the deeper reduc¬ 
tion in the duty on intermediate goods 
than for finished goods and exchange rate 
depreciation, both of which serve to 
increase effective rates of protection for 
domestic producers.' A second negative 
factor is the oveall decrease in aggregate 
demand due to the fall in real central 
government expenditure.' On balance it 
is reasonable to expect industrial growth 
to at least revert back to the three or four 
per cent rate observed during the last 
quarter of 1992 and we would, in fact, 
expect a step up from this. 

The impressive slowdown in the rate of 
inflation during 1992-93 has been due 
mainly to a slow-down in the foodgrains 
inflation rate This is undoubtedly*a result 
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of the good monsoon in 1992 as welt as 
stepped up food imports and procure¬ 
ment. Since budgetary measures should 
stimulate aggregate supply and curb 
aggregate demand growth, the budget is 
clearly intended to be denaiionary. The 
deflationary effect of cuts in custom and 
excise duties may, however, be limited in 
view of the fact that most of these per¬ 
tain to consumer durables rather than 
items of mass consumption. 

On the other hand, some inflationary 
pressure in the coming months can be 
expected from the recent increase in 
petrol, fertiliser and freight prices. The in¬ 
flation rate in 1993-94 will additionally 
depend on the coming monsoon, on food 
procurement operations and on move¬ 
ments in world oil prices (which may in¬ 
crease from their currently depressed levels 
over the next few months). It will also 
depend upon the method employed to 
finance the costs of the transition to the 
unified exchange rate. To the extent that 
these are financed by further administered 
price increases, as government officials 
have disclosed, this will further add intla- 
tionary pressure.’ Finally, additional up¬ 
ward pressure can be expected if the 
exchange rate of the rupee depreciates to 
about Rs 3S per US dollar, as is expected 
in some circles. The budget should, 
therefore, end up with an overall infla¬ 
tionary effect. Nevertheless, barring a bad 
monsoon or unexpectedly adverse move¬ 
ments in oil prices or exchange rates, we 
would expect the increase in the inflation 
rate to be mild. 

While budgetary projections imply that 
the overall inflation and industrial growth 
rates would be satisfactory in 1993-94 in 
the absence of adverse and unanticipated 
shocks, the prospect Tor the current ac¬ 
count deficit is different. A rise in the level 
of imports can be expected, stimulated by 
the customs duty concessions and the rise 
in industrial growth, indeed, customs 
revenue projections for 1993-94 in the 
budget imply an assumed growth of 
around 16 per cent in imports in rupee 
terms. On the other hand, export growth 
projections of the commerce ministry lie 
between 10 per cent and IS per cent im¬ 
plying an increase in the trade deficit. The 
actual performance could be worse, if the 
current recession in the world economy 
continues, and if the exchange rate 
depreciation and tariff cuts serve to in¬ 
crease domestic profit margins faster than 
export profit margins. Based on estimates 
for April to December 1992 provided by 
the 1W2-93 Economic Survey, the trade 
gap for 1992-93 is likely to be at least of 
the order of Rs 10,000 crore. The trade 
deficit may be countered to an extent by 
increased remittances and reduced hawata 
trades following the unification of the 
exchange rate Nevertheless, it would not 


be surprising if the current account deficit 
also worsens appreciably. Economic 
Survey estimates a current account deficit 
of Rs 21,000 crore for 1992-93. 

Prospects for increases in direct foreign 
investment appear to have improved 
slowly over the past year, but there con¬ 
tinue to be major uncertainties regarding 
whether, this potential will indeed 
materialise within the coming year. The 
recent political luimoil in the country, the 
expectation of continued reductions in 
tariff walls over the next two oi three 
years, the slow development of infrastruc¬ 
ture and continued bureaucratic and 
legislative hurdles, particularly with the 
exit policy should continue to act as 
negative signals to (lotential investors. 
Lven with the leiativeiy optimistic 
assumption of inflows of S 2 billion per 
annum, continued pressure on the balance 
of payments is likely in )99.t-94 

With the current free Boat of the rupee, 
a depreciation may therefore be expected 
in the next si.s to seven months, when 
import growth is especially likely to 
outstrip export giowih and government 
import operations go into effect. Going 
by recent events, it seems likely that the 
Reserve Bank will intervene to try to limit 
depreciation beyond about Ks 35 per US 
dollar, resulting in a loss of loreign 
exchange reserves. A.s can be seen, much 
hinges on the success of the export-cum 
foreign investment drive, which remains 
notoriously difficult to predict. If these 
do not pick up within the next year and 
a half, it may even prove difficult for the 
Reserve Bank to sustain a rate of Rs 35 
per dollar. Any further depreciation will 
undoubtedly strain the inflation rate and 
limit the room for fiscal manoeuvres. 

To summarise, while we expect in¬ 
dustrial growth and the inflation rate to 
behave satisfactorily in the coming year 
in the absence ol adverse weather or oil 
price shocks, there is likely to be increas¬ 
ed uncertainly concering the balance of 
payments situation and, consequently, 
about inflation rates in 1993-94. laking 
these factors into account, we will assume 
a 5 per cent growth laie of real (iDf‘ and 
an inflntiuii rate of 9 per cent for 1993-94 
in calcula'iniis made below to assess the 
budget. 

Ill 

R«*sour<‘f MfrliiliKotion 
.Assumptions 

A quick glance at the overall budget 
figures reveals a 40 per cent decline in ihc 
budgetary delicit in nominal terms, 
amounting to Ks 2.88f) ciorc. This reflects 
an increase in receipts by Rs 9,485 crore 
as against an increased expenditure of 
only Rs 6,597 ciore. The increased receipts 
of course include additional borrowing to 


the tune of Rs 3,125 crore. Excluding bor¬ 
rowing , receipts increa.se by almost as 
much as expenditures, so that the Fiscal 
deficit incieases by a mere Rs 232 crore. 
In other words, increased expenditures (of 
Rs 6,597 crore) arc exisected to be financ¬ 
ed essentially Ity increased revenue (of 
Rs 5,.390 crore). 

On the other hand, the announced 
policies would suggest at least four 
sources of a widening gap between 
revenues and exiiendiiures: (i) increase 
in the cost of official government im- 
port.s, arising from the tran.silion to the 
unified exchange rate; (ii) reduced realisa¬ 
tions from customs and excise duties; 

(iii) budgetary support for the substantial 
increases in the central Plan outlay; and 

(iv) increased non-Plan expenditure, 
l-.siimaics for the latter three sources are 
readily available fiom' the budget docu¬ 
ments: the duty concessions are estimated 
to lead to a net icvenue loss of Rs 3,981 
crore (Rs 4,522 cioic including the states' 
share) while the extra budgetary contribu¬ 
tion for the increased Plan outlay -is 
estimated at Rs 3,607 crorc. Non-Plan 
expenditure is projected to incrca.se by 
Rs 2,319 crtirc due solely to an increase in 
the net interest liability of the government 
(aiiiouniing to Rs 3,405 crore). Estimates 
of the higher govetnnieni import bill arc 
not so readily available, but pooling in- 
fuitiiatioii from a number of sources 
yields a con.scrvaiive estimate of between 
Rs 2.00t) crorc and 2,.50t) crorc.^ I he four 
sources ihcrcfoie account fur a total of 
between Rs 11,907 and Rs 12,407 crorc 
How docs the government expect to 
neutralise a net revenue loss ol this 
magnitude? 

(iovernmeni officials have disclosed 
that the budget estimates make no 
allowance lot factor (i) above: insofar as 
oil prices harden, the government is likely 
to increase the administered price of 
lielrolcum.' Of course, this still leaves 
open the question >f how increases in 
other official import costs or debt service 
payments will be financed but essentially 
the same option is available. In other 
words, the inflation lax is expected to 
finance jhe cost of transition to a unified 
exchange rale policy If the 1993 monsoon 
CO- operates as m the last few years, this 
may still leave the year's inflation rale in 
single digits, but problems can be expected 
if the monsoons are unfavourable. 

That still leaves Rs 9,907 crore of duly 
reductions and increased spending to be 
accoMiiied for. I’his is almost c.xacily 
covered by the increase in lax revenues that 
would have taken place in the absence ol 
duty reductions (Ks 9,910 crorc afici 
deducting states’ share). We now review 
how reasonable these revenue projections 
appear. 
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PRUDHVI INDUSTRIES LIMITED 


TITANIUM DIOXIDE PUNT 

WITH INSTALLED CAPACITY* OF ISOOO Tonnes Per Annum 

* First of Its Kind in Private Sector 

# Import Substitute 
^ Export Potential 

★ Rs. 180 Crorc Project in Backward Area Chatrapur Canjam Dist. (Irissa 

■A With Tw<i l*ublic Sector Equity Participation 

O Indian Rare KartliH Lid. 

• IIMCOL 


Indo Aquatics Ltd 

302, 403 & 404 Concorde Apartments 
6-3-658 Somajisuda, Hyderabad 500 482 
Ph: 213176, 210977 

♦ 100% Export Oriented Prawn Culture Project comins up in 108 hectares at KOTHAKODURU villase near 
T.P. Guduru Mandlam, Nellore Dist., A.P. 


★ It is a Rs 15—crore project 


Promoters Rs 375 lakhs 

Public Rs 375 lakhs 

Loans from CFI R s 750 lakhs 

Rs 1500 lakhs 


★ Promoters & Board of Directors 

Sn C. K Rao, Textile Engineer, Industrialist is the Chairman and also Promoter Director 

Sri J. B Reddy, B.Sc, B.Com, FCA, M.. n Promoter & Managing Director, A leading Chartered Accountant 

Sn I. Damodar Reddy, M.Sc., Whole Time Director 

Dr. R Ponnu Chamy, M.Sc (Zoology), Ph D, Prawn Culture, fechnical Director 
Mr. Nobuyuki Thamba, Director, Japan 
Sn D. A. Somayajulu. FCA, FCS. ILB, Director 
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corporauon apa penomi income tues 
are expected to yield additiom) revenues 
of Rs IJOOand Rs 1.200 crore respective¬ 
ly. So, in aigregatc; these sources approxi¬ 
mately cover the increase in non-Plan 
expenditure, The increase amounts to 14.3 
per cent in nomiiul terms and (at a 9 per 
cent inflation rate) S.3 per cent in infla¬ 
tion adjusted terms. With real GDP 
assumed to grow at 3 per cent, this ap¬ 
pears to be reasoiuble On the other hand, 
the revised estimates of direct tax revenue 
collections for 1992-93 appear to be over- 
optimistic. implying that the base year 
figure for the calculations above requires 
to be scaled down.* Thus there is a 
likelihood of a shortfall in direct tax 
revenues. 

If the accuracy of base period (that is 
1992-93 revised) estimates is taken for 
granted, the projections for import and 
excise duties also appear to be reasonable, 
and perhaps even conservative, in that 
they seem to be based on reasonable 
assumptions about the elasticities of im¬ 
port demand for industrial production.' 
For instance, the assumed growth of the 
import bill in rupee terms is only about 
16 per cent. Certain exceptional items, 
however, are projected very optimistically: 
for example, the sale of confiscated gold 
and silver is expected to increase from 
Rs 71 crore to Rs 1,00(1 crore. and duties 
on baggage to increase from Rs 550 crore 
to Rs l,S(X) crore! Both of these figures 
appear to be optimistic, so that a short¬ 
fall in customs duly collections of up to 
Rs 1.000 crore cannot be ruled out. 

A further qualification to the resource 
mobilisation a.ssumplions for customs 
duties ought, however, to be made, on the 
basis of achieved performance till 
Firtiruary 1993 when this is compared with 
the revised estimates for 1992-93. There 
is a reported shortfall of Rs 1,800 crore 
during the first eleven months of 1992-93 
in customs revenue collection relative to 
the target for this period based on the 
budget estimates for 1992-93. The revis¬ 
ed estimates increase the customs target 
for the year by Rs 577 crore relative to the 
budget estimates. This means that achiev¬ 
ing the revised estimates in the current 
year will require collections in March to 
be Rs 2.377 crore higher than normal." 
To the extent that this is unachievable, it 
will increase the required incremental col¬ 
lection for the next year. Nevctheless, it 
is evident that a large amount of the 
expenditure increase is expected to be 
financed by the Rs 3,478 crore net increase 
in customs and excise duties. This is 
clearly the key to the financing of the 
increased budgetary support to the plan. 

On the non-tax side, public enterprises 
have not succeeded in raising bonds to 
targeted levels in the current year: this is 
true particularly for the Power and 


Railways Finance Coqmrations, whose 
shortfall in market borrowing at the end 
of February (relative to yearly targets) 
amounted to an aggregate of almost 
Rs 1,900 crore.* The prospects after the 
auction this March have (toerioraied even 
further. This raises the question of the 
realism of the assumptions concerning the 
ability of public sector enterprises to raise 
market louis in the coming year, with con¬ 
sequent implications for the investment 
expenditures they can actually incur. This 
raises doubts, in turn, about ^h the cen¬ 
tre’s resource assumptions and the viabili¬ 
ty of the central Plan. 

Overall, therefore, the assumptions 
underlying the budgetary revenue projec¬ 
tions seem reasonable, though inflows 
from certain exceptional items appear 
over-optimistic. A shortfall of up to 
Rs 2,000 crore is possible, though not 
inevitable. There are greater doubts about 
the sustainability of the Plan outlays, 
however, arising from the limited ability 
of public enterprises to currently raise 
extra-budgetary resources. 


IV 

Structural Adjuatment 

We turn now to an appraisal of the 
government's fiscal policy in terms of the 
longer term objective of structural adjust¬ 
ment. The usual logic of such program¬ 
mes necessitates the elimination of two 
fundamental imbalances (fiscal and exter¬ 
nal) that precipitate debt crisis in develop¬ 
ing countries."’ While the current govern¬ 
ment has done much to remedy the exter¬ 
nal imbalance via currency, trade and 
foreign investment reforms, we are con¬ 
cerned here with its success on the fcscal 
front. 

Fi.<ical crises have their genesis essential¬ 
ly in the government financing expen¬ 
ditures from borrowed funds at a cost 
which exceeds the rate of return on such 
expenditures. Such programmes are in¬ 
herently unsustainable, as the burden of 
growing interest payments sooner or later 
precipitates a debt trap. It also generates 
pressures on the government to finance 
revenues «•!) inflation, and lends to crowd 
out private investment." Required fiscal 
reforms must therefore attempt a mix'-ire 
of the following: reduced borrowing via 
increased tax effort and restriction of un¬ 
productive expenditures, and increases in 
the productivity of inve.stment in the 
public sector and the economy as a whole. 

We, therelore, focus on a few variables 
pertaining to the government’s success on 
these fronts. Revenue and expenditure 
estimates are taken from the 1993-94 
budget documents, and GDP and infla¬ 
tion projections from the tcononiic 
Survey. 


The ‘fiscal contnctioii' in operation 
since 1991 has certainly avoided any sense 
of an overt fiscal crisis, comparable to 
those faced periodically by certain Latin 
American countries such as Argentina, 
Bolivia or Mexico over the past two 
decades. As is well kiiown. the fiscal 
deficit has fallen substantially as a pereen- 
tage of GDP from a high of S.4 per cent 
in 1990-91 to an estimated S.l per cent in 

1992- 93 and is likely to fall further dur¬ 
ing 1993-94. Ihbie I indicates that since 
1991-92, the government has successfully 
lowered its expenditures as a fraction of 
GDP, though not substantially in absolute 
(inflation adjusted) terms. Moreover, a 
progressively larger fraction of expen¬ 
ditures is being met from tax revenues, 
which have also grown as a percentage of 
GDP. The improved tax effort appears to 
be mainly in direct taxes, which typically 
bodes well for both growth and equity. 
This inference ought to be qualified, 
however, by the provisos for tax revenue 
projections for 1992-93 and 1993-94 Ihu 
were discussed in the previous section. 

A welcome feature within the ovearll 
expenditure compression is the slowing 
down of the rate of growth in government 
employment and wages. Employment is 
projected to be less than one per cent 
higher than it was two years ago. This has 
been accompanied by a small decrease 
(0.93 per cent) in the inflation adjusted 
aggregate wage bill.'^ 

The consequence of these developments 
has been a r^uction in the amount of 
borrowing by the central government, as 
indicated by Ihble 2. The decline in the 
proportion of GDP accounted for by bor¬ 
rowing is particularly impressive and 
bodes well for the interest burden on the 
budget in the medium term. The table also 
indicates that this has been achieved 
mainly by redudng domestic borrowing: 
the proportion of GDP accounted for 
foreign borrowing has in fact increased 
substantially since 1991-92. The conclu¬ 
sion of reduced central government bor¬ 
rowing must, however, be qualified by two 
factors ignored by our analysis: the in¬ 
creased reliance of public scvtor enter¬ 
prises on borrowed funds, and borrowings 
of state governments and union territories. 

Fixed capital investment projections are 
not currently available for 1992-93 or 

1993- 94. lb examine the government's ef¬ 
fort in diverting expenditures towards 
more productive avenues, we therefore 
turn to Table 3. This reveals a striking fall 
in the central government’s capital expen¬ 
ditures relative to its revenue expenditures 
since 1985-86, especially after 1991-92. lb 
the extent this could have been caused by 
sharp growth in interest payments on the 
revenue account, we also examine the ratio 
of capital expenditures to non-interest 
revenue expenditures. This, too, rpveals a. 
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'fimllitf pattenk-TKfa i»M wm ikm 
account for by the role of subsidies 
(food, fertilisers, debt relief to farmers, 
etc), which current government has suc¬ 
ceed in reducing from the high levels 
prevailing^ between 19^91. 

Ikble 3 also reveals a substantial fall in 
the government’s spending on infrastruc¬ 
ture, as measured by expenditure on 
gemral economic services (which includes 
agriculture, rural development, irrigation, 
energy, industry, transport, communica¬ 
tion, and science and technology). This is 
true not only in absolute inflation ad¬ 
justed terms, but also relative to non¬ 
interest revenue ocpenditures and to GDP. 
The ability of various ministries to meet 
capital spending targets in this and the 
next year is also adversely affected by the 
need to find the resources to meet increas¬ 
ed dearness allowance payments for a part 
of their staff from their budgetary alloca¬ 
tions. Since the scope for cuts in revenue 
expenditure is typic^ly limited, dearness 
allowance increase will typically imply 
reduced capital expenditure. 

The inference of reduced government 
spending on economic infrastructure must 
be qualified by its effort to divert 
investment in some of these areas (such 
as power and communications) to the 
private sector. While we do not have 
access to data to appraise private invest¬ 
ment in infrastructure, our impression is 
that'substantial investments have not yet 
occurred.to compensate for the reduced 
spending by the central government. It is 
possible that the corporation tax holiday 
for power projects in this year’s budget 
will cause an acceleration in private invest¬ 
ment though, as we discuss below, this is 
by no means certain. 

The most disturbing aspect of the fiscal 
contraction is its impact on the centre’s 
transfer of resources to the sutes. As com¬ 
pared to a revised estimate of central 
transfers to states (net of interest paid by 
states to the centre) of Rs 40,113 crore for 
l9!M!-93, tlw 1993-94 budget provides only 
Rs 39,799 crore for this purpose: a 
decrease of Rs 334 crore even in nominal 
terms. Furthermore; while an 18.4 per cent 
increase in budg^ary support for the cen¬ 
tral Plan is provided, the increase in cen¬ 
tral assisunce to states’ Plans is a mere 
3.8 per cent, well below the projected 
inflation rate. Since the bulk of expen¬ 
diture on education, health, water supply, 
sanitation and nutritional schemes is 
incurred by the states, the cut in central 
assistance will have a severe impact ori the 
ability of already cash-strapped poorer 
states to provide these basic social ser¬ 
vices. Furthermore, ruts in general 
transfers to states reduce their ability to 
finance matching contributions for cen¬ 
tral and centrally-sponsored schemes in¬ 
cluding the IRDP and employment under 


me jawahar Rozgar Vsjna. Hhe possibility 
of less than full utiUsation of central 
outlays on social services cannot be 
dismissed. Consequently, the pro-welfare 
appearance of the central budget is partly 
illusory. 

In summary, the government has suc¬ 
ceeded in restricting its expenditures, in 
raising more resources via tax revenues, 
thereby allowing a reduction in domestic 
and aggregate borrowing. On the other 
hand, this has been accompanied by 
reduced spending on economic infrastruc¬ 
ture, which will restrict productivity 
improvements in the economy, unless 
compensating increases in private invest¬ 
ment appear soon in these areas. Further, 
decentralisation to states and an effective 
policy for enhancement of basic social ser¬ 
vices do not appear to be an integral part 
of the current reforms. 


Structural Reform in lax Policy 

The 1993-94 budget is notable also for 
its lack of significant changes in direct tax 
policy, some of which were generally 
expected following the submission of the 
Chelliah Tax Reforms Committee (TRC). 
While the government has accepted the 
main views expressed by the TRC, it has 
decided to postpone the implementation 
of some of the proposed reforms. 

(a) PtRSDNAi. Income Taxes 

(i) Enforcement: in the area of person'ai 
income taxes, a number of important 
reforms remain to be accompli.shcd. The 
most important pertains to improvements 
in tax eAforcement. In Das-Gupta, Lahiri 
and Mookherjee (1992) we have shown 
that counter to the upward trend in real 
income tax revenues during the last two 
decades, income tax compliance has ac¬ 
tually fallen by a factor of at least 30 per 
cent. One important factor in explaining 


this hi the dedinhig quaUty and quantity 
of scrutiny assessmenu over the pi^ 
decade, resulting largely from the income 
tax department’s obsession with dispose 
of pending , assessments. Moreover, .the 
overall level of compliance also seems par¬ 
ticularly low, largely owing to the fact that 
the enforcement system is hopelessly out- 
of-date, and incipable of handling the 
growth in workload resulting from growth 
in the number of assessees in recent years. 
Another cause is the virtual absence of 
effort to prosecute tax evaders (most pro¬ 
secutions launched are for reasons other 
than concealment of income), and the 
la^e number of routes available to 
large-scale evaders to obtain immunity 
from prosecution. 

The TRC has made a number of ctetail- 
ed suggestions in regard to improvement 
of the enforcement system, and more 
comprehensive reforms in several areas are 
suggested in Das-Gupta, Mookherji and 
Panta (1992). These include introduction 
of a set of countrywide tax-payer iden- 
tiFication numbers, introduction of third- 
party reporting rules, computerisation of 
returns processing and of tax collection 
operations, enhanced non-filer detection 


TaHI.I- 2: CCNTHAl CoVtUNMI-NT BORNOWINC 



Amount 
(Rs Crore) 
Total Foreign 

GDP 

(iper Cent) 
Tbtal Foreign 

l98$-86 

13,129 

1,150 

7.07 

0.62 

1986-87 

13,198 

1.477 

6.95 

0.78 

1987-88 

13,875 

1,89) 

7.19 

0.98 

1988-89 

15,800 

1.537 

7.15 

0.69 

1989-90 

15,268 

1,582 

6.17 

0.55 

1990-91 

17,991 

1.719 

7.04 

0.59 

1991-92 

13,518 

2.487 

5.43 

1.00 

1992-93 

12,562 

1.885 

4.78 

0.72 

1993-94 

12,903 

2,156 

4.64 

0.78 


Note: For explanation of 1992-93 and 1993-94 
Hgures, see Ikble I. 


TAHIt I: CtNlRAI. GtWFRNMrNT REVENUES AND {■ XEENDHURtS 



Expenditures 
Amount Per Cent 
(Rs Crore) GDP 

Tax Revenues 
Amount Per Cent 
(Rs Crore) Expenditure 

Per Cent 
GDP 

Direct Tax 
Revenues 
Per Cent 
GDP 

1985-86 

41,798 

22.5 

16.777 

40.1 

9.04 

2.30 

1986-87 

45,924 

24.2 

17.751 

38.7 

9.35 

2.32 

1987-88 

44,615 

23.2 

18,310 

41.0 

9.50 

2.25 

1988-89 

49.444 

22.4 

21,094 

42.7 

9.55 

2.45 

1989-90 

56.651 

22.9 

23,384 

41.3 

9.44 

2.40 

1990-91 

56.917 

22.3 

23,231 

40.8 

9.09 

2.27 

1991-92 

51,115 

20.6 

22.968 

44.9 

9.24 

2.69 

1992-93 

53.075 

20.2 

24,757 

46.7 

9.42 

2.83 

1993-94 

51,907 

18.6 

26,194 

50.5 

9.41 

2.84 


Notr. lax revenues aie net of stales’ share. 1992-93 revenue expenditure figures are based on 
Revised Estimates, and 1993-94 figures on Budget Estimates. GDP figures are estimated 
figures for 1992-93 in Economic Survey, and figuics for 1993-94 assume 14 per cent growth 
in nojmjnal GOP. Inflation rates ate assumed to be 7.8 per cent for both 1992-93 and 
1993-94 
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improveiil co-ordiiution between 
intelliienoe ind asseument branches, 
enhanced and improved allocation of 
manpower in the income tax department 
aimed especially at augmenting assess¬ 
ment operations, reforms in performance 
evaluation and target-setting for assessing 
officers, an improved selection system of 
cases for scrutiny assessment, simplifica¬ 
tion of appeals procedures, removal of 
provisions for obtaining immunity against 
prosecutions, and increased penalty/pro- 
secuiion effort. The overall culture within 
the income tax department needs to be 
reoriented towards collection of revenues, 
and detection and punishment of tax eva¬ 
sion, rather than overcoming a workload 
problem with limited manpower. In addi¬ 
tion, a serious attempt to introduce effec¬ 
tive presumptive taxes to combat the pro¬ 
blem of tax evasion ought also to be made 
The presumptive tax provision introduc¬ 
ed in the 1992 budget which was extended 
to additional categories of tax-payers this 
year is a non-starter since the Estimated 
Income Scheme recommended lor simul¬ 
taneous introduction by the TKC has not 
been implemented. This omission causes 
the presumptive tax scheme to have a 
major loophole. \ large-scale efforl in 
improving the enforcement system is long 
overdue, which we hope will be under¬ 
taken in the near future. 

(ii) Tax Structure: The 1993-94 budget 
also avoided changes in rates of tax or the 
exemption limit for personal income taxes. 
The analysis in Das-Cupta, l^ahiri and 
Mookherjee (1992) indicates that revenues 
and tax compliance arc sensitive to both 
these factors: a 10 per cent cut in effec¬ 
tive tax rates ot in the (reveal value of the) 
exemption limit will tend to raise revenues 
by approximately 6-7 per cent. This result 
has the following implications: (a) it is 
desirable to index tax brackets for infla¬ 
tion: otherwise the progressivity of tax 
rates implies that inflation causes an 
increase in effective tax rates via ‘bracket 
creep’, wit.h resulting erosion of revenues; 
and (b) it is desirable to resist the populist 
demand for increases in the exemption 
limit above the rate of inilation. In fact, 
if the exemption limit is raised by less than 
the inflation rate, this will result in gradual 
base-broadening and permit either further 
indirect tax cuts or reduced borrowing. 

Besides the Estimated Income Scheme, 
taxation of perquisites and fringe benefits 
is a base broadening measure recommend¬ 
ed by the TRC, but not yet implemented. 
The finance ministry has not even signall¬ 
ed its intention to introduce appropriate 
mrasurcs in the future. This constitutes an 
important shortcoming in direct lax 
reform efforts undertaken to date. 

(iii) Savings Incentives: Following the 
removal of a number of major tax-shelter 


incentives for savings in last year's budget, 
there was some expectation of a reversal 
this year. Our view is that, all factors con¬ 
sidered, there is no strong case for such 
a reversal. This is based on the following 
considerations; (a) Given an exemption 
limit that exceeds four times the per capita 
income, and given the exclusion of 
agricultural income from tax, only a tiny 
fraction (less than 0.6 per cent of the 
population) is actually subject to income 
tax. if there is an argument for raising sav¬ 
ings via increases in the net return rate to 
savers, raising deposit rates would appear 
to be a more uniform and transparent 
alternative to offering inanne tax conces¬ 
sions. (b) Savings incentives generate 
substantial revenue losses: Aggarwal, 
Bagchi, Das-Gupta, Pandey and Prasad 
(ABDPP) (1991)estimated that in 1986-87 
deductions under Sections 80C, 80CC and 
801. of the Income Tax Act resulted in a 
tax loss of Rs 953 crore, as against col¬ 
lections of Rs 2,978 crore, which amounts 
to a 23 per cent loss ratio, (c) Tax shelters 
for contributions to government savings 
schemes lepicscnt an extremely short -term 
way to encourage increases in government 
revenues, at the expense of revenues a few 
years hence. For instance, ABDPP analys¬ 
ed a hypothetical 8 per cent bund with a 
six-year lock-in which was rcbatabic under 
Section 88 of the Income Tax Act. This 
resulted in a gain in resources for the 
government for the first six years after its 
introduction, but thereafter leads the 
government to lo.se re.sources for the next 
28 years on account of repaynieni obliga¬ 
tions (despite a 3 per cent annual growth 
in the number of tax-payers), with the 
cumulative loss being 283 per cent of the 
initial gains. The scheme would lead to net 
revenue gains only from the 34th yeai. So 
such rebates really result in a drain on the 
budget in the medium-term, which is in¬ 
consistent with the objectives of structural 
adjustment, (d) lax concessions are in- 


equiuibk, sinoe their beaerit grows with 
the tax bracket of the concerned taxpayer. 
ADBPP estimate that for a person in the 
40 per cent marginal lax bracket, the 
return on the NSC Vlil is 22.3 per cent. 
a.s opposed to an apparent yield of 12.39 
per cent, (c) And nnally, there is no con¬ 
vincing empirical evidfflce that we arc 
aware of that establishes that lax incen¬ 
tives promote aggregate saving. The lax 
shelters are usually directed towards con¬ 
tributions to public sector savings vehicles, 
and therefore create a bias against private 
borrowers. Extending the range of quali¬ 
fying assets would be administratively dif¬ 
ficult. though some progress in tliis direc¬ 
tion has recently been made via iheequit)r- 
linked saving schemes floated by mutual 
funds. 

(b) C'ORPORAII:. iNt OMt: TAXE.S 

(i) Cor/wrate Tax Rates: The 1993-94 
budget belied common expectations that 
tht corporate lax rate would be lowered, 
following the TRC recommendation, 
causing stock market values to subM- 
quenily decline. The government has, 
however, announced its intention to lower 
rates in the near future. We would defend 
this mcasuie, on the grounds that it 
would, if anything, encourage the incen¬ 
tive lo invesi in new equipment this year. 
I'he write-off benefits from Kquiring new 
equipment this year would be heightened 
owing to the continuation of the old rales, 
while the income flows from such in¬ 
vestments are likely only from next year 
onwards, when the reduced tax rates are 
expected to apply. 

(ii) The Tax Base: One alternative to 
corporate income tax cuts that is widely 
demanded in the business .sector is a rein- 
troduciion of the investment allowance. 
The TRC has arguetl strongly for a tax 
system with low rales and a broad base, 
and has recommended the withdrawal of 
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Mvml deductions in order to achieve 
bue-btoadening. Nevenhcless. it is worth 
considering the investment allowance (as 
■n investment promoting measure) in lieu 
of a corporate tax cut on its own merits. 
In a recent NIPFP study, Sarma and 
Sondhi (1909) calculate the additional in¬ 
vestment attributable to the 20 per cent 
investment allowance (under the erstwhile 
Section 32A of the Income Tax) to be 
about 2 per cent of total corporate invest¬ 
ment. They also calculate that one rupee 
of corporate investment induced by the 
allowance cost about Rs two in foregone 
taxes. Sarma (1990) calculated, further¬ 
more, that the likely effect of the 10 per 
cent corporate tax cut which was combin¬ 
ed with the withdrawal of Section 32A in 
the 1990 budget, would be to leave invest¬ 
ment more or less unchanged (i c, increase 
investment by 0.034 per cent), while 
resulting in a substantial gain in corporate 
lax revenue. Unfortunately, an analysis of 
the actual outcome of this package is not 
available. Nevertheless, from available 
evidence, a re- introduction of the invest¬ 
ment allowance does not appear to be 
warranted. 

The budget has also offeicd five-year 
lax holidays in an effort to stimulate 
investment in backward regions as well as 
in power projects. There is scepticism 
regarding the effectiveness of this measure 
owing to the fact that incomes from such 
investments arc unlikely to be high in the 
first five years, as well as the absence of 
adequate infrastructure in backward 
regions. In another NIPFP study which 
examined the impact of the former 
Backward Area Development Allowatv.-c. 
Aggarwal and Siondhi (1991) concluu>.t 
that incentive schemes are ineffective i:. 
accdcrating flows of industrial investment 
to areas which lack neccs.sary infrasiiuc- 
turc” Thus the backward states tax hi>!' 
day appears to hold out limited hope for 
accelerated industrialisation of backward 
states. On the other hand, by introducing 
the lax holidays as also number of lesser 
tax concessions in this year’s budget, it is 
evident that despite protestations to the 
contrary, the finance ministry has not ac¬ 
cepted the philosophy of taxes with low 
rales ai\d broad bases with few exemp¬ 
tions. This does not augur well for the 
future of structural reform of the lax 
system. 

(c) Rationalisation of CTisioms and 
Excise Duties 

The government has also neglected one 
of the most important recommendations 
of the TRC pertaining to elimination of 
the myriad exemptions granted under the 
customs duty. This permits the continua¬ 
tion of rate structure distortions, discre¬ 
tionary privil«*ge to government officials 


makes the duty structure vulnendile to the 
pressures of special interest groups, and 
encourages rent-seeking activities. The 
TRC (in Chapter 10 of its Final Report, 
Part 11) has recommended immediate 
rescinding of 72 exemption notifications 
in view of reduced customs duties (in ad¬ 
dition to the withdrawal of a further 85 
notifications over the next few years). 
While an overall verdict on rationalisation 
achieved, must await a more detailed 
analysi.s of the customs tariff, the 1993-94 
budget has introduced some new notifica¬ 
tions and end-use based concessions. The 
finance ministry has thus failed to pro¬ 
vide proof of its commitment to base- 
broadening so far. 

Another problem is that in some sec¬ 
tors (such as computer hardware) the duly 
rates on finished goods is lower than for 
intermediate goods and sub-assemblies 
and M IS not clear whether this is deliberate 
or the effect of oversight. We hope that 
considerable simplification along the lines 
suggested by the TRCr, where all gtxxis are 
classified into four or five comprehensive 
duty-rate categories, will be forthcoming 
in the near future. 

VI 

.SufTReations and (AtncluHiun 

An Annual Adminisiraiive Reforms 
Plan: The current spate of economic 
reforms has not so far accommodated any 
substantive initiatives in the area of public 
administration. Such initiatives are usually 
introduced in piecemeal fashion in the 
form of notifications and amendments 
throughout the year. We believe that the 
lime has come for the government to ai- 
I '•ipi a more comprehensive approach to 
adm.iiistrative reforms, analogous to its 
approach towards financial policies incor- 
poratcu .11 the annual budget.'' We. 
therefore, propose that in the latter half 
of every year (he government introduce a 
comprehensive Annual Administrative 
Reforms Bill in parliament accompanied 
by an appropriate policy paper. Some of 
the areas which deserve attention urgiini- 
ly are: (a) enforcement of direct and 
indirect taxes, (b) employment and man¬ 
power in government ministries, (c) reduc¬ 
tion of delays in issuing clearances, 
(d) reforms m the financial sector, (e) in¬ 
clusion of transparent accounting prac¬ 
tices for government departments and 
public enterprises (such as the Basle 
norms for banks), and ensuring that ac¬ 
counts are up-to-date, (f) regulation of in¬ 
dustries. (g) reform of managerial incen¬ 
tives in public sect.nr enterprises, and 
(h) legal reforms to reduce the arrears in 
courts. Some of these will lie outside the 
ambit of the finance ministry, but con¬ 
cerned ministries could be required to pro¬ 


pose reforms in their respective mens 
simultaneously and in a co-onlinaied 
fashion. Such an approach may al» serve 
to reduce (he delays (hat occur between 
many announcements of new policies and 
the issuance of notifications bringiiig 
them into effect. In 1993, the government 
could take advantage of the recommen¬ 
dations by various expert commilees in the 
recent past to give a push to the reform 
of tax administration, bank administra¬ 
tion and financial regulation. 

Reform of Insunnce Sector, in his 1993 
budget speech, the finance minister an¬ 
nounced long overdue and welcome plans 
to constitute a High Powered Committee 
to examine insurance industry reform. 
However, it is not clear why the committee 
is to be asked to submit all its recommen¬ 
dations (as opposed to an interim report) 
within a mere six months. In order to 
make informed recommendations for the 
reform of the insurance industry, it is 
necessary (hat its current working be 
carefully examined. We suggest that the 
committee be asked to make recommen¬ 
dations after an in-depth examination of 
(he working of the industry, which should 
include the following issues: 

(i) The extent of insurance coverage 
available and the cost to the insurer for 
major types of risks including: crop risk 
in agriculture; risks due to spoilage or 
damage during transportation or storage 
for both domestic and international 
busine.ss; foreign exchange risk to ex¬ 
porters hiid importers; fire and accident 
risk to both households and business; and 
health risk or risk of death. 

(ii) The actuarial basis (and monopoly 
pricing, if any) in (he design of premium 
tables and (he adequacy of design of in¬ 
surance policies taking into account moral 
hazard, adverse selection and the demand 
for insurance: 

(iii) Overhead costs in different lines of 
insurance companies, including inter¬ 
national business in comparison with 
costs in other countries. 

(iv) The quality and timeliness of 
customer service and grievance redressai 
procedures. •' 

(v) The adequacy of infrastructure and 
quality of staff training in insurance 
companies. 

(vi) T'he spread of insurance coverage 
across rural and urban households 
and businesses, and the adequacy of 
marketing efforts of insurance companies. 
(vH) The adequacy of the existing 
regulatory framework and the extent of 
malpractices of various kinds. 

In addition the committee should be 
asked to examine, (i) the reasons and 
remedies for the alleged lack of inter¬ 
national competitiveness of Indian in¬ 
surance companies; (ii) the question of 
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opening up selected lines of business to 
the private sector including multinational 
insuiance companies: (iii) the identiHca- 
tion of lines of insurance which should 
continue to be in the public sector or 
which should be subsidised; and (iv) the 
issue of partial or complete privatisation 
of public sector insurance companies. 

In summary, the 1993 budget marks a 
decisive step forward in the reform of 
economic policy by removing a number 
of growth inhibiting distorions that have 
burdened the economy. By seeking to 
achieve signiHcant changes in a few kc)' 
areas pertaining to the external sector, it 
also signals the government's continuing 
commitment to the reforms programme 
in very clear terms. We wish, however, that 
the reforms had generated a greater thrust 
towards building up infrastructure, which 
would have further strengthened growth 
orientation in the medium-term. Greater 
attention to the finances of states would 
also help protect the economically weak 
from bearing much of the short term-co.sts 
of structural change. 

Notes 

1 According to the Tax Reforms Committee 
(1993) in its Final Report Part II, for most 
commodities negative tariff rates would be 
required to neutralise the increased nominal 
protection rates due to recent eichangc rate 
depreciation. 

2 In gross terms, central goveinmcnt ex|ien- 
dilure is expected to rise by.S.3 per cent 
which is almost certain to be Ixlciw the rate 
of inflation. Subtracting the major iransrer 
payment, (net) interest, expenditures ate 
projected to rise by a mere 3 per cent. 

3 The next section elaborates on this issue. 

t The Economic Times (February 28) 

estimates a burden of Rs 2,500 crore on oil 
imports alone, lo.ua offset by the existing 
Rs 1,000 crore surplus in inroil pool ac¬ 
count, gidng a net burden of Rs 1,500 crotc 
On tba other hand, government officials 
disclosed at file -post-budget press con* 
fefence {The Economic Times, March I) an 
official import bill of S 1.5 billion per an¬ 
num, giving an estimated increase in the im¬ 
port bill of the order of Rs 1.400 crore 
assuming oil prices increase by SI8.S per 
barrel from August 1993 onwards. This 
yields a smaller net increase of the order of 
Rs 400 crore on the oil account. 

Fertiliser imports arc estimated at 
Rs 2,000 crore for the coming year {The 
Economic Times, March I), while the debt 
service on external avsistance alone amounts 
to Rs 6056 crore at an implicit exchange rate 
of Rs 24.7 per dollar (1992-93 Economic 
Survey, Thble 5.17). Data on the govern¬ 
ment's food and drugs import bill was not 
available to us. Nevertheless, a 20 per cent 
increase in the fertiliser and debt service bill 
will yield an additional cost of Rs 1,693 
crore. 

5 Sec the report on the post-budget press con¬ 
ference in The Economic Times. March I. 

6 This assessment is based on the following 
considerations: (a) The ratio of advance to 


total taxes has been around 0.6 between 
I9K6-87 and 1991-92. The Revised Estimates 
(RE) for 1992-93 assume a ratio of 0.484 
If advance tax figures given in the receipts 
budget are taken to be mote or less correct 
and past irrnd.s hold, total colleviioiis ivill 
be below Rs I5,(X10 crore as compared to 
the Rt of 17.500 crore for 1992-93. (b) The 
proportion of resemies collected up to 
September or December 1992 .should exceed 
that in past vears due to the increase in the 
first two instalments of the advance tax 
from 50 per cent to 60 per cent and due, 
possibly, to large.scani-rclaied capital gains 
by public sector banks aiid companies— 
gains that will by now have disappeared. 
The factors have not been pointed out by 
the fiance ministry when releasing interim 
figures on direct tax collections. 

7 Assuming 5 per cent GDP growth, 9 per 
cent domestic inflation, no change in the 
rupee price of imports and an income 
elasticity of imports of 1.3.3. the import 
price elasticity implicit in the government's 
revenue proicclions is approximately the 
same as for 1992-93. Fui liter, customs duty 
and excise duly buoyancies computed with 
data for I9H0-8I to 1993-94 are, in fact, 
marginally lowei than compulations with 
data for I9KU-8I to 1991-92. 

8 Seq ‘Good Receipts Help Governiiicnt Meet 
Targets’, The Economic Times, March 3, 
P I- 

9 Sec. ‘Railways, Telecom Sector 5icek RBI 
Help to Sell Bonds. The Economic Times, 
March 5, p I. 

10 Sec, Sachs (1988) for an elaboration of this 
in the eonicxi of developing countries in 
general, and Mookherjec (1992) in the con¬ 
text of tin- Indian economy. 

11 On the other hand, research in the Indian 
economy suggests that private investment 
has been stimulated by Ixirruwing-fiiianccd 
public inse.simeni. 

12 The a.ssumed increase in the CPI foi Urban 
Non-manual t-mployecs is 8 per cent in 
1993-94 following an estimated 13.1 per cent 
inciease this yeai 

13 Their results indicate that industrial disper¬ 
sal to designated backward areas with ade¬ 
quate inirastruclurc is encouraged- but it 
is not deal as to why such areas should be 
designated as backward in the rir.sl place. 


14 for a more general discussion of this point 
of view, see. Mookherjec tl993). 

15 In the Supreme Court judgment in I5ecrless 
versus Union of India |6I, Com|vany Cases, 
628 (CHC). I987|. a membei ol the bench 
observed "When the aciiviiies of K'cricss 
and the I ife Insurance Coritoraiion are con¬ 
sidered jiixiaitosed. one is tempted to 
observe that l\rerless is less harsh than the 
l.ite Insuiance CoiporaiionV 
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Union Budget for 1993-94 

Some Macro-Economic Considt^rations 

l'ula|>n> Balakritthnun 

The claim that the budget is 'growth oriented' is puzzling, hirst, the fiscal .stance is deflationary. Secondly, 
capital spending by government is down. For each of these reasons it is not at all clear that a recovery will be 
triggered or that private investment will take off. As far as the role of budgets go [lerhaps, this one may be accurately 
described as non-inflationary. But then inflation does have other crucial determinants. Since the budget’s 
book-keeping has been much lauded it bears mentioning that the revenue deficit is .still with us, and growing. 
Apparently, the government’s macro-economic adjustment programme is yet to catch up with its own consump¬ 
tion. Finally, for exports we have been provided with an enthusiasm rather than a .strategy. 


1 

APART from some signiricani changes in 
polic>' instilu(ed in the budget, the finance 
minister this lime seems to have caught 
the imagination of many by some very 
deft book-keeping. There is wide.sprcad 
wonder at 'give-aways’ not having had to 
be combined with ‘take-aways’. Obviously 
these genilemeti have not heard of the 
newly introduced 364-day bills! Coming 
to specifics, for instance the media has 
focused on ‘the lowest budgetary deficit 
(total expenditure minus total revenue) in 
a decade*. This is indeed correct. In fact, 
the deficit projected for 1993-94 is close 
to half that estimated (revised) for 
1992-93. However, note (Table I) that the 
decline is matched almost exactly by 
the increase in ‘borrowings and other 
liabilities’. Thus the finance minister may 
be seen to have borrowed to reduce the 
budgetary deficit. This is no achievement. 
While still on the question of balances, 
the fiscal deficit is actually marginally 
highet. Thus the lower projected ratio of 
this deficit with respect to national income 
is to come about solely due to the an¬ 
ticipated increase in the latter. The revenue 
deficit, on the other hand, is projected to 
increase substantially, which is a marked 
turnabout from the provision last year 
when it was at least slated to fall, even 
though the budget estimates were exceed¬ 
ed by close to 2S per cent. Thus if deficit 
reduction is considered a desirable objec¬ 
tive, at least with respect to the revenue 
account, this budget makes little progress. 
The implication of a revenue deficit is that 
we are borrowing (or printing money) to 
finance government consumption. In 
response to this it has been pointed out 
by the government that one cannot be too 
critical of revenue deficits in the Indian 
case for some crucial government expen¬ 
ditures such as on education occur on 
revenue account. This is entirely to be dis¬ 
counted when it is made clear that expen¬ 
diture on ‘education and public health’ 
amounts to 2.9 per cent of total expen¬ 


diture on revenue account. This after the 
much touted incrcusc in expenditure on 
education in the budget. On the whole, an 
attempt to rem-iii expenditure has been 
made alright. However, while the growth 
in total expenditure has been cut tailed, 
notice that the decline has been brought 
about by a reduction in the ‘level’ of ex¬ 
penditure on capital account (Table I). 
This is of grave import, and witii likely 
consequences of to which I shall turn 
subsequently, f iscal stabilisation via 
reduction of capital spending rellects the 
political economy of macro-cconomic ad¬ 
justment being attempted in India today. 
Simply put, it is obvious that this govern¬ 
ment has been unable to take the really 
hard decisions. But so much fur the 
arithmetic, and on to the economic- 
questions. 

Growth: T he claim that this budget is 
‘growth oriented’ is puzzling, foi there is 
little among its provisions to warrant ihc 
view, first, the projected fiscal deficit as 
a share of the national income is lower. 
This can hardly be considered expan¬ 
sionary. In fact, it signals the continua 
tion of the policy of deflation. The reduc¬ 
tion in excise duly may perhaps be ex¬ 
pected to contribute at lea.st a little to a 
higher level of industrial production, (>ui. 
surely, this cannot be considered the basis 
for a recovery. That will come, most pro¬ 
bably, from ihe considerably h'ghei 
(Table 2) agricultural production in 
1992-93. Ibr we know that among ‘macro- 
economic' vRitables, industrial production 
is inl1uei..'ed most by agricultural growth, 
and most likely with a year's lag. The 
question of growth in Ihe economy leads 
naturally to that of investment. In the 
final analysis, growth is dependent upon 
investment. The budget contains no direct 
incentives for investment. In fact, I believe 
that some of its provisions might have ef 
fects that aic actually negative. For, unless 
the Indian economy is characterised by 
‘crowding out' the decline in real capital 
spending by the government referred to 
earlier may be expected to act as a 


iluinpener on private investment. All in 
all. the temporary introduction of an ‘in¬ 
vestment allowance' would have been ap- 
orupriatc. Incidentally, it may be expected 
to iiavc bcvii inoie ellcctivc in stimulating 
growth than ihe lowering of excise duty. 
Now, it may very well be claimed (hat 
private mvestinent is actually governed by 
entrc|iieneuis' expectations and that 
Industry is now >.iphcat about Ihc pro¬ 
spects of the Indian economy. If so, we 
would have to wail and sec. My own belief 
IS that this is precisely what Ihc en- 
irepreneuis would, do i c, wait to see the 
piogress ol structural reforms, the 
stabilisation programme, and the response 
ol the economy. Once again, in terms of 
Its direct piovisions, the budget does lit¬ 
tle for invesimcni. The reduction of Ihe 
interest rale by one percentage point can 
hardly be taken seriously here. Finally, it 
bears to point lo the folly of focusing on 
the stock market as an indicator of what 
IS likely to happen to capital formation. 
Wc have actually begun to observe 
rights issues to finance working-capital 
lequiremenis. 

Inflation: That this budget is 
non-inllaiionary is perhaps a reasonably 
accurate claim. Contrary to what has been 
suggested, the tnove to a floating exchange 
rale regime fter <.e need not lead lo a 
depreciation of the rupee. In fact, ceteris 
paribus, wc woulrl expect to observe a 
one-shot appreciation. And the rupee did 
strengthen soon after the budget, even 
ihimgh this may have been at least partly 
due to potential ‘repatriates' having held 
on lo their dollars in anticipation of at 
least partial progress towards a unified 
exchange rate. A full float implies that 
there will be more dollars on the market. 
Hut just as dollar recipients have complete 
access to the market, the government must 
now finance its imports at the market rate 
Therefore, bulk imports will cost more. 
Thi'. is essentially what the unified 
exchange rate implies, i e, the government 
must find more funds for the same quan¬ 
tity of imports. The surplus on the OCC 
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account is a temporary cushion and one 
cannot predict for how long. Whether the 
government would have to raise the price 
of oil would depend on movements of the 
exchange rate and whether world prices 
will harden. But the writing is on the wail, 
in the future, unless it is decided to sub> 
sidise its consumption (mostly by govern* 
ment) we pay the international price of 
oil. For an economy that is a net importer 
this is entirely appropriate. 

Independently of the move to a unified 
exchange rate, the reduction in tariffs 
could actually be inflationary. This could 
happen if the reduction in tariffs leads to 
a worsening of the trade deficit and a con¬ 
sequent depreciation of the rupee. .Since 
tariff reduction has been complemented 
by a cut in excise duty the extent of the 
increa.se in imports will depend upon the 
degree of sub.slitutabiliiy between imports 
and domestic goods on the margin. To the 
extent that thoe arc nun-competing 
groups, an increase in imports and thus 
a depreciation in the exchange rate may 
be expected. The very fact that the budget 
estimates credit higher ‘customs revenues' 
suggests that, ignoring higher import 
prices, import quantities are expected to 
be higher. Since excise revenues too arc 
budgeted to be higher, despite the reduc¬ 
tion in the rates, it suggests too that the 
tariff and excise reductions pertain to two 
different sets of goods. But returning to 
the claim that the stance of this budget 
is non-inflationary, it must be tempered 
by the recognition that nearly all the rele¬ 
vant administered prices (notably those of 
oil and coal) have been raised in the early 
part of the year. The budget for 1993-94 
has simply reaped the benefit. It needs to 
be mentioned, however, that for a wide 
variety of goods the reduction in excise 
duty is being passed on as lower prices. 

Exports'. A justification often 
encountered for the move to a unified 
exchange rate is that it removes an implicit 
tax on exporters. This is expected to act 
as an incentive for them to export more. 
It would however be far from wise to 
predicate a growth in exports on this, a 
sort-of supqly-sidc measure. Unless 
exporters are a.ssumcd to always be on 
their supply curves, i e, that they can sell 
as much as they wish to at the going price 
The point is that ,thc move to a unified 
exchange rate has no implications for the 
‘demand price’. Thus an expansion of 
exports under the circumstances would 
require that the market for Indian exports 
is characterised by exce-ss demand. This 
can hardly be a sensible assumption. 
Generally, on the question of exports it 
cannot be exaggerated that, while getting 
prices (including that of foreign exchange) 
right is important this can only be part 
of the story. Export promotion seems to 
require interventions on more than one 


front simutuneously. From the experience 
of successful economies we know that a 
targeted approach defining areas with an 
export potential and providing these with 
preferential treatment might be necessary. 
In this connection it might be worth 
introducing duty-free import of capital 
and intermediate goods for one hundred 
per cent export-oriented production units. 
Lower tariffs on capital and intermediate 
goods used by the garment industry of 
India’s competitors (mostly South Asian 
and Chinese) is often cited as one reason 
why Indian products are being edged out 
of the international market. Irrespective 
of the merits of this argument it provides 
an instance of how specific interventions 
might be necessary to bring about an 
increase in exports. Such interventions 
might be against the grain of the present 
policy-shift towards uniformity of ap- 
pmach, but if in rightly attempting to jet¬ 
tison a system of strangulating controls 
we end up ignoring the potential benefit 
of some interventions, then we are throw¬ 
ing the baby out with the bathwater. While 
no single instrument appears sufficient 
when it comes to attaining growth in 
exports, it is clear that a hands-off policy 
such as aiming at a stable macro- 
economic environment is inadequate to 
the task. The budget is complacent on the 
question of the growth of exports. 

li 

Since 1991 the union budget has in¬ 
creasingly become a vehicle for introduc¬ 
ing policy shifts. This budget may be seen 
as representing a stage in this govern¬ 
ment’s programme. And by all ap¬ 


pearances fiscal correetkm is begiiuung to 
be soft-pedalled (signalled a very 
marginal reduction in the ratio Of the 
fiscal deficit to the national income from 
5.2 per cent to 4.7 per cent) and structural 
reforms are being brought on to centre 
stage. In this budget the principal 
elements of structural reform pertain, in 
my view, to the exifrnal sector. While these 
might have some immediate consequences 
for the current account their intended 
beneficial effects (notably the efficiency- 
inducing effects of tariff reduction) are in 

Tabi h 2 

Indicator 1990-91 1991-92 1992-93 


Output growth (per cent) 


I'oodgrains 

3.2 

-^5.3 

5.7 

Industry 

10.6 

0.6 

3.8 

III flat ion (pet 
cent) 

10.3 

13.7 

9.4 

Fiscal deficit (per 
cent of GDP) 

84 

6.0 

5.2 

Current account 
deficit 

(US S million) 

7727 

2835 

39% 


Noiei : (1) ‘Output’ is measured by growth. 
Orowih or I'oodgrains rt annual and 
the figure for 1992-93 is provisional. 
Growth of indu.siry is for April- 
Octobei ill each year. (2) ‘Inflation’ is 
the annual rate of change in ihe 
average wholesale price. For 1992-93 
it is calciildied as the rale of change 
of the average monthly index of 
wholesale prices for April to Dcccmbcf 
over the average foi Ihe previous year. 
(3) ‘Cuiicni (account) deficit' is in 
millions of OS dollars. (4) ‘Fiscal 
deficit' IS in relation to GDP. 

Snunre: Economic Survey IW2-93. 


Iabie I 


(Rs crorej 


Item 

1990 91 

1991.92 

1992-93 

1993-94 

(1) loial expenditure 

1.05,298 

l.l 1.4.30 

1,24,726 

1,31,323 

(a) Revenue a.-'c 

7.3.516 

82.308 

94,980 

1.01,839 

(b) Capital a.'c 

31.782 

29,122 

29,74fi 

29.485 

(2) Revenue receipts 

54.954 

66,047 

78,27-^ 

84,209 

(3) Capital receipts 

38,997 

.38,528 

.39,245 

42,800 

(4) Loans recovered 

5.712 

6,020 

6.22S 

6,655 

(S) Disinvestment 

— 

3,038 

3,500 

3,500 

(6) li and 1, 

33.285 

29,470 

29.520 

32,645 

(7) Fiscal deficit 

44,632 

36,325 

36,722 

36.959 

(8) Budget deficit 

11,347 

6.855 

7,202 

4,314 

(9) Revenue deficit 

18,528 

16.261 

16,700 

17,630 


Notes ■ (I) *B and L' is borrowings and other liabilities. (2) Fiscal deficit is (1-2-4-5). (3) Budgetary 
deficit is (1-2-3). (4) Revenue deficit is (la-2). 

Sonn e: BudKet at a Glance. 


Tsbii- 3 

liitcinal borrowing 8,001 7,510 3,670 3,700 

l:\iernal borrowing 3,181 5,421 4,430 5.454 

Source: Receipts Budget, Annexure 9. 
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any caw claimed to occur only with time 
Thus it must be on stabilisation that the 
current economic programme must be 
judged. 

In Ihble 2 are presented some perfor¬ 
mance indicators for the Indian economy 
over the past three years. Clearly inflation 
is down, and even though the annual 
average figure for 1992-93 is yet high the 
monthly inflation rate (figures not provid¬ 
ed here) is falling. It is however apparent 
that this decline is due to improved 
agricultural performance reflected in a 
declining relative price of agriculture 
(foodgrains). The slow growth of industry 
in 1992-93 has obviously helped too, for 
notice (Ihble 2) that the growth in 
agricuiturai (foodgrain) production (pro¬ 
visional) for this year exceeds that of the 
growth in industry (recorded April to 
October). 

But the most disappointing figures are 
those for the external sector. They point 
to a disappointing progress of the 
stabilisation programme with regard to the 
current account. This must now call into 
question the entire purpose of the fiscal 
correction. The two principal counts on 
which the latterlias been rationalised are 
its ability to correct the trade deficit and 
to rein-in the inflation rate. The first ob¬ 
jective has not been achieved. As regards 
the very considerable improvement in the 
current account during 1991-92 it is quite 
likely due to the severe import compres¬ 
sion measures put into effect in that year. 
The current account worsens in 1992-93 
despite the revival of positive intlow on 
‘invisibles* account. As for the second 
objective, notice that the relation between 
the fiscal deficit and the inflation rate is 
hardly as simple as all that. Over the.se 
past two years (Table 2), first a savage cut 
in the fiscal deficit is associated with a 
higher inflation rate, then a mild reduc 
lion in the former is associated with a 
decline in the latter. I have already spoken 
of what must most likely have brought the 
inflation rate down. It must, of course, be 
granted that over the medium term ac¬ 
counted for by the last three years the 
lowering of the fiscal deficit has had the 
effect of lowering government borrowing 
and thus the rate of growth of public debt. 
However, not only is this process not 
steady in that borrowing is actually up this 
year, but also external borrowing is up by 
about 20 per cent (Ikble 3) in the budget. 
Three budgets have been unable to bring 
about a reduction in our external 
dependence: This represents a weakness. 
It must also draw attention to the weak 
link in the present government’s strategy, 
the dependence on external borrowing in 
the absence of an export strategy. 

(I thank Balaiaoi Menon, Bharai Ramaswami 
and Arunava Sen for comments. Errors if any 
can only be mine.) 
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A Comfortable House at an Affordable Price? 
NCL GROUP Offers Exciting Solutibns! 

Starting with Super Strength Special Cement 

NCL Industries Ltd who gave you the best Ordinary Portland Ceme-t brings you 
"Super Strength Special Cement’ for stronger structures. 
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Budget of 1993-94: Some Sceptical Notes 

A Vaidlyaiialhan 

The budget speech and subsequent public pronouncements by the finance minister and senicr officials of the 
finance ministry exude confidence about the rapid revival of economic growth in the coming year and the pro¬ 
spect of achieving a sustained 5-6 per cent GDP growth rate soon thereafter without any serious difficulty either 
on the account of balance of payments or of domestic inflation. These expectations, it is argued in this note, 
are misplaced and there is reason to be sceptical about several of the budget’s key claims. 


THE ceniral governmenl budget, always 
a major annual event, is of more-than- 
ordinary interest this year. There has been 
considerable speculation as to whether 
and how strongly government will con¬ 
tinue to push the economic policy reforms 
initiated in 1991. Ayodhya and its after- 
math had. heightened doubts about the 
government’s capacity to sustain the pace 
of reform. Both these apprehensions have 
been largely belied. 

It is obvious that the government 
intends to persevere in its efforts to 
establish a liberal and free foreign trade 
regime and bring down the fiscal deficit 
to a manageable level. The level of tariffs 
has been further lowered, arid there is 
some rationalisation of its structure. The 
dual exchange rate system has given place 
to single, market-determined exchange 
rate for all current transactions. The fiscal 
deficit is projected to be brought down to 
around S per cent Of GDP in 1993-94 
despite significant reductions in the rate 
of excise and customs duties and a 
substantial step up in central Plan outlays. 
The latter, along with the reduction of 
excise duties on a wide range of manufac¬ 
tures and hints of lower interest rates will, 
it is claimed, end the recession in manu¬ 
facturing industry and provide a strong 
expansionary stimulus to the economy as 
a whole. 

The budget speech as well as subse¬ 
quent public pronouncements'by the 
finance minister and senior officials of the 
finance ministry exude confidence about 
rapid revival of economic growth in the 
coming year and the prospect of achiev¬ 
ing a sustained 5-6 per cent GDP grwth 
rate soon thereafter without any serious 
difficulty either on the accouiM of balance 
of payments or of domestic inflation. 

These expectations, we will argue, are 
misplaced: First, because of inadequate 
information for evaluating the realism of 
the budget estimates of revenue and 
expenditure; second, because the expec¬ 
tation on balance of payments (especially 
exports) are over-optimistic; third, because 
of the cost-push pressures arising from 
continued reliance on increasing prices of 
intermediate goods and services produced 
by the public sector and used widely 


throughout the economy; fourth, because 
of the lack of any credible action pro¬ 
gramme to improve public sector and 
government efficiency and to stimulate 
faster agricultural growth; and finally 
because the serious problems comforting 
the states are not being confronted. 

Given the general tendency for window- 
dressing.—a tendency which if anything 
has become more pronounced in recent 
years-rand given that the data on actual 
exports and imports, as well as on govern¬ 
ment's receipts and expenditure are 
available even to the concerned officials 
only with a lag of several months, it is 
extremely difficult to comment in an 
informed way about the numbers in the 
budget. Assessing the impact of the cen¬ 
tral budget on the economy is even more 
hazardous: Attempts to develop short¬ 
term forecasting models to assess the 
budget impact are commendable; but they 
too are affected by the incomplete and 
delayed availability of relevant data; the 
importance of the monsoon in determin¬ 
ing several key aspecls of economic per¬ 
formance; and inadequacies of macro- 
economic data. The rather dive^ent pre¬ 
dictions of NCAER, CSO and the ’Link* 
model of the prospects for 1993-94 arc 
really not all that surprising. Nevertheless 
there is reason to be sceptical of several 
of the key daims made for the budget. 

Fiscal Dti-icii 

The current year’s deficit may well turn 
out to be an underestimate. It is based on 
the expectation that revenue collection will 
be substantially higher than budgeted. 
Some recent press reports suggest that the 
assumptions implicit in the revised 
estimates are unlikely to be realised. The 
’realism’ of the revenue proj^nions for the 
next year will also be affected by this. 
Secondly, containment of the fiscal deficit 
in the coming year is largely contingent 
cm a severe curb on non-Plan expenditures 
other than interest, subsidies and defence. 
Total non-Plan outlays on economic and 
social services is to be pegged at the 
1992-93 level—which means of course a 
significant reduction in real terms. While 
everyone would concede that there is room 


for improving efficiency, there is no 
indication (in the budget or elsewhere) 
about concrete steps to exploit this poten¬ 
tial and ensure that the level and quality 
of services will be maintained. 

The projected step-up in central Plan 
outlay depends critically on the ability of 
public enterprises to mobilise the addi¬ 
tional resources on their own. and on the 
scale assumed by the budget. Much store 
is being set on price adjustments by these 
enterprises but since these also affect 
costs, the net acemions on this account 
are unlikely to be as large as the.gros^ 
additional revenue from such adjust¬ 
ments; and a good bit of the burden will 
fall on the states. 

Non-Plan grants and loans to states and 
union territories are to be slashed by some 
Rs 1,600 crore in the coming year. The step 
up in the central assistance to state Plans 
(Rs 700 crore) being hardly half this 
amount, the improvement in the central 
budget is in part at the expense of the 
states. The states’ own resources position 
is poor and getting worse. For some time 
now the states' share in total approved 
Plan outlay has been falling and their 
share in actual outlays has fallen even 
more. This trend will almost certainly con¬ 
tinue in 1993-94. The increase in the cen¬ 
tral Plan may not offset the likely short¬ 
fall in the states'. Even if it did, the ero¬ 
sion of the states’ share in Plan resources 
has serious consequence R>r development. 

Inm At ion 

The othci claim for the budget is that 
the reduction in iihport and excise duties 
along with the reduction in fiscal deficit 
will further contain inflationary pressures. 
While the containment of the fiscal 
deficit, especially if it leads to less 
dependence on borrowing from RBI, is an 
important check on inflation, a number 
of other factors are also relevant. As 
several observers have noted, experience 
of the past year underlines the crucial im¬ 
portance of agricultural production and 
administered prices for the behaviour of 
(he general price level. The bulk of the 
reduction in the overall rate of inflation 
m ihr current year is on account of 
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agricuhural products—focxi and raw 
materials—reflecting the good monsoon. 
The outcome in the next year will also be 
conditioned in significant measure by the 
behaviour of agriculture which in the 
short run is more a function of the 
weather than of policy. 

As for administered prices, the govern¬ 
ment is clearly relying on increases in 
railway rates, petroleum products, coal, 
fenilisers and a variety of other goods and 
services produced by public undertakings. 
The reduction in import duties is to some 
degree neutralised by the likely deprecia¬ 
tion in exchange rate. With imports being 
a function of the growth of industry, fur¬ 
ther depreciation of the rupee is inevitable 
unless export growth does revive and reach 
much higher levels than even in the best 
phases of the past, or the RBI is willing 
to risk running down of reserves. Any 
hardening of oil prices will only aggravate 
the situation. All this will mean a rise in 
rupee prices of imports, a large part of 
which also consists of intermediate goods. 
The impact of these cost-push factors on 
the general price level tends to be under¬ 
estimated when inflation is viewed 
primarily as a function of the fiscal deficit 
via its effect on aggregate supply-demand 
balance. 

BAI ANC I: Ol- PaVMI-.N IS 

The budget takes (he view ihai the 
abandonment of the dual exchange rate 
system will result in a dramaiic turn¬ 
around in export perlnrmancc and 
therefore an improvement in BOP. f'hai 
the substantial depreciation in the -. 'iv:.:- 
tive exchange rate (adjusted for in flat ion 
during the last year-and-a-half has noi 
resulted in any improvement in export pt r- 
lormance argues for a great deal of seep 
licism about the liudgcl's expeciaiioiis. 

The sharp reduction in trade with 
USSR and eastern tuiropc, recessidn m I tie 
developed countries and domestic disrup- 
tion.s (Ayodhya and i<s aUcrniaih) are 
cited to explain the measly perfor¬ 

mance of the past year. The rc'cession 
argument is rather odd coming as it 
does from those who have not tired of 
repeating ad nauseam that India has a 
minuscule and declining share in woild 
exports. If India were such a marginal 
player in the world markets, it should not 
cause much of a ripple if its exports giew 
at 15 or even 20 per cent a year. With the 
exports to the eastern bltK' falling by about 
75 per cent in the Iasi two years, |x>or per¬ 
formance in these markets becomes less 
and less credible as an alibi for the poor 
overall performance. It only means that 
the expansion of trade with other coun¬ 
tries is not taking place us fast as 
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necessary. 

Attainment of a IS per cent annual 
growth in foreign exchange earnings is 
important to sustain even a modest 3.5 to 
4 per cent growth in the immediate future 
without running into a foreign exchange 
bottleneck. Sustaining that rate is critical 
to achieve a viable BOP with a fa.stcr 
growth in the medium term. Optimism 
based solely ‘ on the efficacy of the 
moderate depreciation of the rupee 
following the unified exchange rate sytem 
is cavalier and misplaced. Wc need to 
focu.s on segments of exports which arc 
presently important or could become im¬ 
portant; identify the constraints and for¬ 
mulate segment-specific programmes both 
to facilitate and actively promote exports. 
The earlier talk of ‘thrust areas' and 
sector-specific strategies has piactically 
died down. This is one of the many areas 
where the state has to go considerably 
beyond freeing markets and prices in order 
to achieve desired results. 

Grciwth Pwysphi IS 

The reduction in import and excise 
duties is expected to lead to lowering of 
the prices of several products; and the 
resulting increase in demand to revive in¬ 
dustries experiencing recession. To the 
extent that PSU price adjustments and 
exchange depreciation increase prices of 
other inputs u.scd by these industries, c'ven 
the short-term effect may turn out to he 
less than anticipated. In any case, the im¬ 
pact will be largely con lined to durable 
consumer goods, whose collective con¬ 
tribution to total manufacturing output 
remains small. 

From the medium-term viewpoint the 
stra4egy and priorities of structural adjiist- 
III" :l underlying the budget remain lop¬ 
sided. C.I iiics of the reforms, including (he 
author of this note, have questioned the 
wi.sdom of making liberalisation of 
foreign trade and free import ol capital 
and tcchrtology as the centre-piece of the 
reform and of the Way fiscal adjiisimcni 
is being pursued. 

Squeezing expenditures is indeed essen¬ 
tial for reducing ihc fi-scal deficit. Eiqually 
imporiant. however, is ihc manner in 
which the cuts arc distributed across 
different categories of activity and their 
eifccis on diftcrent segments of the 
population and on growth. On all these 
grounds there is reason for concern: The 
interests of equity would have been bet¬ 
ter served by more effective assessment 
and collection o! taxes from (he rich and 
gelling the belter-off segments to pay for 
the services provided by govcrnnicni. 
Instead there arc tax concessions for the 
beiicr-oir and a marked reluctance lo 


recover costs of public services from 
(again the better-ofO beneficiarie%. Non- 
Plan expenditure cuts on social and 
economic services and the squeeze on 
state Plan outlays do not bode well for 
development. 

There is of course a great deal of scope 
for improving the effectiveness of public 
spending in practically every sphere. But 
they cannot be exploited without-major 
changes in the way government agencies 
and enterprises function. Greater flexi- 
bility in the disposition of staff; 
reorganisation to reduce avoidable 
duplication and waste; a thorough over¬ 
haul of public enterprises; rationalisation 
of the design, organisation and implemen¬ 
tation of anti-poverty and local develop¬ 
ment programmes; and democratic pan- 
chayai raj institutions arc all part of this. 
But there is no serious and credible effort 
to tackle any of these. 

The notion that, privatising existing 
public enterprises or allowing private sec 
lor freedom with respect to fresh invest¬ 
ment will take care of the problem is 
dangerously naive. Selling part of the 
equity of public enterpri.se may temporari¬ 
ly relieve the strain on the budget, but it 
docs not take care of (he way the enter¬ 
prises arc manned and managed; nor does 
It ensure that they function autonomously 
and elfcetively. The problem is noi one of 
owner..hip but of control and accoun¬ 
tability. Very little is being done on the 
latter. 

As foi fresh investments, (he budget 
speech promises to amend the existing 
laws to permit free entry of private invest¬ 
ment in the ease of power. This, along 
with a guaranteed return on investment, 
is supposed to ensure that expansion of 
power supply will not be hampered by Ihc 
lack of resources for the state e'eclricity 
boards. This is a gross over-simplification 
of the problem; Is (he foie of private 
investment to be confined to generation 
alone or to generation and distribution? 
How will the existing transmission and 
distribution networks be managed? Will 
private enterprises be subject to any rate 
regulation? What kind? All these are rcle- 
vain and how they' arc dealt with has ob¬ 
viously ramified consequences for the 
private investor, the SEBs and the con¬ 
sumer. It is unrealistic to expect that 
attempts at privaiisaiion—granting it, for 
argument's sake, to be desirable—wiUiout 
thinking through and clarifying all these 
aspects, will lead the private sector to in¬ 
vest on a scale large enough to make up 
for the deficiencies of the SEBs. 

The other major lucuna is in agri¬ 
culture. Faster, more diffused growth in 
agricultural priKiuciion is essential to sus- 
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t^n Msier ovenii grawnh, improve nutri¬ 
tion and redress worsening imbalances 
between regions and between irrigated and 
rainfed agriculture. There is no evidence 
that the many knotty problems concern¬ 
ing investment allocatioi). organisation 
and management, public policy and 
politics involved in shaping a more effec- 
tive agricultural strategy are being ad¬ 
dressed seriously. The recent Agricultural 
Policy statement is a disappointing docu¬ 
ment rrom this viewpoint. 

The expansionary stimulus or an'in¬ 
creased central Plan is again overstated 
partly because the increase in state Plan 
outlays, and therefore overall Plan outlay, 
is likely to be considerably smaller; and 
also because of the severe curbs on the 
growth of non-Plan public expenditure. 
The bulk of public investment televanr to 
agriculture and-allied activities, electricity, 
roads, and school education and public 
health happens to be the responsibility of 
state governments. Any erosion in their 
capacity to sustain the tempo of fresh in¬ 
vestment to expand and improve these 
facilities will have serious adverse conse¬ 
quences on overall growth. This problem 
is not even recognised by the central 


^•dget. The Planning Comftiissioa, which 
ought to be concerned with these larger 
long-term issues, has chosen not to raise 
and forec a discussion in the NDC' a.s to 
rtte imperative need for states both to 
mobilise resources, and to use available 
resources more efficiently. 

It i.s naive to imagine that the centre car: 
make up for shortage of state resources 
by increasing its Plan; that exhortations 
or even pressure by the centre to raise elec 
tritity and irrigation rates, bus fares, etc, 
will make the states act; or that privatisa¬ 
tion will solve the problem. To a signifi 
cant degree deterioration in the states’ 
resource position is due to the policies of 
the centre* especially the rise in the price 
of goods and services rendered by central 
government enterprises. Poor targeting, 
waste and other sources of inefficiency in 
anti-poverty and rural development 
programmes arc laigely the lesult of 
fragmented and ad hoc proliferation of 
programmes initiated by the centre 1 he 
states are under pressure, in this age ol 
contpciiiive populism. lo consianily 
extend ‘welfare' type programiiics even at 
the cost ol productive invesinieni and to 
spread resources thinly over large areas 


and numerous projects; the leakages and 
corruption in the collection of revenue 
and in the implementation of programmes 
have become an integral pa'i of the 
political fund-raising and patronage net¬ 
works; raising utility charges is universally 
unpopular among politicians. 

lit change all this amounts to a radical 
departure from the existing ways of gover¬ 
nance and of running public undertakings 
both at the centre and in the states. The 
centre alone cannot go far in many of 
these areas. A csilicciive effort of the cen¬ 
tre and the states is thus essential. That 
the centre continues to view the problem 
purely in the {lerspeciivc of its narrow 
IMiliiical interests and that the Planning 
Commission does not play a more active 
role III promoting a consensus on essen¬ 
tial refoinis in selected strategic areas 
(c g, Sf .Bs. irrigaiioii and decentralisation 
ol Itval development works) is icgretiable: 
II allowed lo persist, the structural reform 
will not make much headway; at any .rale 
the dieaiii ol coiilainiiig ihe fiscal and the 
HOP deliciis within manageable limits 
and still achieve a much taster growth of 
income and cinployincni will mm .sour! 


Now, you can have the best 
dressed floors and walls in town! 


Giving your dream house that touch of class and Klegancc 
is now very easy. 

Akhil presents its spectacular range of Ceramic Floor and 
Wall Tiles. 

Products of the very latest Dr/ Grinding Technology, these 
tiles ate manufactured utilising sophisticated equipment 
from the world-renowned Mon S pa of Italy. 


lo give you interridtiorial stanrliiid tiles that enhance the 
beauty and eleganr e of /our fiome At ar.i unheard of 
economical cost that'll iea'v yuu •.nnlingti 

Akhil’s export quality, -ill prexaf tiles ' urue in a sciectrum 
of eye pleasing shade.s 

Come, take a look at the mind •'joggling Aktiil collection 
lose your neort And have your home to-iking iis best' 
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Telex 0425-6685 AKIl IN, Fax. 0842-612291 
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® OFDC*S UNIQUE OFFER 

ATTENTION FILM PRODUCERS & DIRECTORS 

WHENEVER PLANNING FOR A FILM JUST THINK OF US (OFDC) 
you WILL FIND A BETTER WAY TO MATERIALISE YOUR SWEET DREAMS 

The most cost effective utilisation of the enchanting beauty spots in Orissa like stretched 
marine coast, lofty hills & forest, waterfalls, wild life sanctuaries, world famous temples, 
caves, monuments and whole-hearted support from OFDC. Kalinga Studio & Prasad Kalinga 
Film Laboratories, the most sophisticated Studio & Laboratory Complex equipped with all 
modern facilities, arc available for film making. The reasonable charges assist the producers 
to reduce their budget. 

ORISSA FILM DFVFLOPMFN I CORPORA! ION PROVIDFS: 


■k Term loan for production of films. 
k Soft loan for production of films. 
k Subsidy to producers. 

h>an for construction of cmc u.i halls. 
k Complete infrastructure facilities. 
k Refund of Kntertainment lax to Nc\v' ( ittema Houses. 

OFDC OFFERS 15% DISCOUNT ON BULK BOOKING OF OUTDOOR EQUIPMENT. 

ORISSA FILM DEVELOPMENT CORPORATION LTD. 

■ Chdlachitra Bhawan", Buxi Bazar, CUITACK 753 001, PHONE: 24422/30532. 
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New Economic Policy and Budget 

Efficiency, Equity and Fiscal Stabilisation 

Sanjaya Bani 

The finance minister has let slip the opportunity he had. in the budgets for 1992-93 and 1993-94, to reallocate 
resources away from most existing commitments to the so-called ‘sqfety net’ areas. 


THE Indian economy and society are 
characterised by a variety of distortions 
which have contributed to a highly inef¬ 
ficient and iniquitous economic system. 
This is a proposition with which almost 
nobody disagrees. In purusing a fiscal 
stabilisation and structural adjustment 
programme, generally called the ‘New 
Economic I^licy’ (NEP), of the sort nor¬ 
mally advocated by multilateral funding 
organisations like the International 
Monetary Fund and the World Bank! the 
union finance ministry is expliciting seek¬ 
ing to improve the level of efficiency in 
the economy. Such Efficiency gains’ are 
sought to be attained through privatisa¬ 
tion and deregulation of the economic 
system. The question is. does the NEP 
adress the problem of inequity and in¬ 
equality as well? Is the focus entirely bn 
production and productivity with little or 
no emphasis on distribution? We believe 
this to be the case. 

Critics might argue that even efficien¬ 
cy gains will not be secured through the 
policies put in place so far. but we are not 
concerned with that issue in this paper. Wt 
address ourselves to the question of 
whether ’equity' is an explicit goal of the 
NEP, and if so what policies are being 
pursued towards this end. 

We shall argue that ‘equity* or the in¬ 
come and asset distributional implications 
of (tie NEP are limited, at best, to neutra¬ 
lising whatever adverse impact the NEP 
might have on the extant income and a.sset 
structure of the economy. The so-called 
‘social dimcn.sion’ of the adjustment and 
stabilisation programme is not concern¬ 
ed with reducing existing inequity, but is 
aimed at not allowing a deterioration in 
the asset and income distribution struc¬ 
ture. The concern for equity, in the NEP, 
is ihbiefore limited to compensating for 
the macro-economic and micro-economic 
losses that marginalised economic and 
social groups are likely to encounter as a 
consequence of the fiscal and structural 
adjustment policies. 

Whai Is NEP? 

There has been considerable debate in 
the country about when economic liberali¬ 
sation began in India and what exactly are 
the components of the NEP. Some have 
in fact dated it to the Emergency in 1973 


and have talked of brief spells of inaction 
or reversal of liberalisation—a son of two- 
steps-forward-one-stcp-back process bet¬ 
ween 1975 and 1990. Since 1991 a new 
phase of accelerated liberalisation is notic¬ 
ed. Others have suggested that real libera¬ 
lisation began only in 1983-86 and this 
was stopped in 1988, to be taken up in 
1991.' Whatever the nature of the calen¬ 
dar of liberalisation the fact remains that 
1991 witnessed the beginning of a marked¬ 
ly new phase in India's economic policy. 
For the purpose of our discussion in this 
paper we shall refer to the new policies 
inaugurated by the government of P V 
Narasimha Rao as the NEP. dating it to 
July 1991. 

The essential features of this ‘new 
phase’ of liberalisation, if you like, were 
outlined in a confidential note written by 
a senior official of the prime minister’s of¬ 
fice in 1990 itself.' The note, circulated to 
the Committee of Secretaries for discus¬ 
sion, was entitled ‘Towards a Restructuring 
of Industrial, Trade and Fiscal IHilicies’. 
In many ways much that has happened in 
terms of new economic policy initiatives 
since July 1991 flows directly from what 
has been outlined in this note. It is impor¬ 
tant to see that this note already contex¬ 
tualises the ‘reform’ programme, or NEP, 
in terms of the overall negative macro- 
economic situation prevailing in the coun¬ 
try. It might be appropriate to point out 
here that this negative macro-economic 
situation was nothing but the piling up of 
a huge internal and external debt burden, 
coupled with rising budgetary deficits, all 
of which was already creating a liquidity 
overhang that had spurred inflation. The 
note also recognises the existence of a 
balance jf payments ‘problem’ but attri¬ 
butes it mainly to the high fiscal deficit 
and argues that fiscal correction can '.elp 
mitigate the BOP problem. 

Undoubtedly, this note constitutes the 
fundamental basis of which the policies 
of the last two years have been devised. 
It sets out the framework within which 
policy changes arc being suggested in these 
words: 

It is important to recc^nise that ‘liberalisa¬ 
tion’ and ‘dixontrol’ by themselves do not 
constitute a sufficient recipe for rapid 
growth in industry. They will at best im¬ 
prove efficiency of resource use and re¬ 


source allocation, but they have to be set 
in a macro-environment which is con¬ 
ducive to rapid growth. One of the impor¬ 
tant limitations of the approach followed 
in the past several years is that macro- 
economic situation dincriorated gradually. 
As a result, we have today a serious macro¬ 
economic imbalance which, if not cor¬ 
rected, would destabilise any serious 
reform effort. The agenda for policy 
reform must therefore give priority to 
restoring macro-economic equilibrium. 
This must be accompanied by other 
measures designed to impr.ive industrial 
performance, efficiency and export 
competitiveness. 

The note proceeds to list five major 
areas in which policy action is needed. 
They are: 

(i| achievement of macro-economic 
balance with high investment levels; 

(ii) refprm and redefinition of the role of 
the public sectoi; 

(iii) reducing and restructuring domestic 
controls over production and invest¬ 
ment licensing; 

(iv) reducing the degree of protection to 
Indian industry: and 

(v) opening up to foreign investment. 

The note then outlines fiscal priorities 
for 1990-91 and 1991-92. listing such items 
as reduced defence expenditure, expen¬ 
diture squeeze by government, adminis¬ 
tered price increases (including a hike in 
power, fertiliser tariffs), subsidy cuts and 
so on for 1990-91. In 1991-92 it suggests 
continuation of these policies and even 
more drastic steps such as restricting ac¬ 
cess to the public distribution system to 
the ‘needy’, reduction of jobs in govern¬ 
ment and PSUs, PSU privatisation, de¬ 
licensing and decontrol of industry, raduc- 
ed customs duties, changes to FERA and 
MRTP acts, and so on. 

Nowhere in this note is there any 
specific reference to ‘equity’, income 
distributional or employment implications 
of the suggested strategy for restoring 
macro-economic balance and initiating 
structural reforms. The note does add -a 
word of caution about the short-term 
growth implications of this strategy noting 
that: 

the immediate consequent of a pro¬ 
gramme to restore .macro-cconoihic 
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balance may well be a slow down in in- 
dusirial growth, partly because of the 
deilationary effect of corrective fiscal 
policy on industrial demand and partly 
because some parts of industry will take 
time to respond to the piopos^ restruc¬ 
turing. This slow down could be oflset if 
agriculture performs better than expected 
or if exports do exceptionally well, but we 
cannot count on this. We should, there¬ 
fore, be ready for somewhat slower growth 
in the first two years of the Eighth Plan, 
which can be made up in the next three 
years when the deflationary consequences 
of macro-economic adjustment would 
have been overcome and the full effect of 
policy reforms would be evident. 

Having referred to the ‘deflationary 
consequences of macro-economic adjust¬ 
ment’ the note then does not proceed to 
outline any policies aimed at ameliorating 
the impact of this on the poor and 
unorganised sections of society. The note 
does talk of ‘adjustment*, but not of ‘ad¬ 
justment with a human fac^. The latter 
phraseology and the introduction of the 
concept of a ‘social safety net’ were not 
originally conceived as a necessary part 
of the adjustment process. Indeed, there 
Is no discussion whatsoever of the income 
distributional and employment effects of 
a deflationary policy and the only element 
of hope was to be in the assumption of 
the revival of growth after the first two 
years of adjustment. 

The publication of this note generated 
immense controversy and the then V P 
Singh government officially dissociated 
itself from the contents of the note. The 
government omcially identified itself with 
the macro-economic policies enunciated 
by the then Planning Commission, which 
emphasised employment-generation and 
decentralisation of development administ¬ 
ration. It is pertinent to state here that 
despite serious differences between 
economists in the PMO and the finance 
ministry, on the one hand, and those in 
the Planning Commission on the other, 
the differences between the two were more 
on prioriti.sation rather than the direction 
of economic policy. 

Before the.se issues could be resolved, 
however, the Gulf crisis hit the economy. 
This was soon followed by domestic 
political crisis and the collapse of the V P 
Singh government. India approached the 
international Monetary Fund for support 
under the contingency and compensatory 
financing facility (CCFF). This period 
also witnessed the downgrading of India's 
sovereign credit rating and the balance of 
payments entered a crisis phase. It was in 
this context that the government of India 
went to the IMF and the World Bank for 
medium-term BOP support. 


BOP Crisis and After. 

The short-lived Chandra Shekhar 
government took only crisis-management 
measures aimed at preventing default on 
India's external debt servicing and began 
negotiations with the fund for a stand-by 
arrangement. It was, however, on his 
assumption of office in June 1991 that the 
new finance minister Manmohan Singh 
took the necessary steps to become eligi¬ 
ble for Fund support through a stand-by 
arrangement. 

It ha.s been the argument of the govern¬ 
ment of India that the economic policy 
initiatives taken in July 1991 were in fact 
based entirely on the homework done 
within the government and that there was 
no question of having borrowed ideas 
from the Bank or the Fund. The Ahluwalia 
note is often referred to as proof of such 
'indigenous' thinking on policy reform. It 
is, however, pertinent to note that even as 
the Ahluwalia note was being drafted in 
the summer of 1990, a full year before 
Manmohan Singh launched his reform 
programme, the World Bank had prepared 
a detailed note on the future direction that 
economic reform in India should take in 
the context of the grave balance of 
payments situation likely to confront 
India and the growing fiscal imbalance. 
The Bank’s Couniry Economic Memomn- 
dum (May 1990)' presented to the Aid 
India Consortium meeting in Paris stated 
that the growing fiscal and BOP deficits 
“pose the most .serious threat to the 
economy and the most urgent problem 
confronting policy-makers”. 

Conceding that some steps had been 
taken to tackle the problem the Bank 
hastened to add that much more needed 
to-be done. In this context, the CEM 
stated: 

the basic focus of India’s future policies 
affecting the industrial sector needs to 
place still greater emphasis on increasing 
efficiency and competitiveness. A worka¬ 
ble framework for policy reform, in ad¬ 
dition to sound macro-economic manage- 
iiirni. would include lour elements: 
lu cliiiuna'ion of (|uaiililulive resliiclioiis on 
imports; (ii) reform and rationalisation of 
la.vaiioii; (iii) improvements in the finan¬ 
cial system; and (iv) further relaxation of 
regulations circumscribing the flexibility 
if linns and individuals to respond to 
conoiiiic incentives. Steps that are likely 
to furtlier construct the sector's ability to 
compete and adapt .such as broader appli¬ 
cation and enforcement of minimum 
wages (sic!) increased numbers of products 
reserved for small-scale industry, or fur¬ 
ther restrictions on reirenchmeni of labour 
will need to be avoided. 

Having set out this agenda for in¬ 
dustrial sector reform the Bank also staled 


that policks aimed at stepping up agricul¬ 
tural productivity and growth were also 
imporunt in order to sustain 'higher 
macro-economic and industrial growth. 
The CEM, going beyond the Ahluwalia 
note in some senses, did add that agrarian 
sector reform was also important to tackle 
the problem of poverty and employment 
in India. More importantly, the CEM 
devotes a section to the discussion of 
issues relating to ’Poverty and Social 
Services’ in which it states: 

Progress in alleviating poverty will depend 
in the i990s, as it did in the 1970s and 
1980s, on maintaining overall growth of 
the economy above 5 per cent per annum. 
However, growth of the economy is a 
necessary but not sufficient condition. 
Measures to broaden participation in the 
growth process are also required. 'This 
means strengthening of programmes in 
health, family planning, education and 
nutrition aim^ at human resource 
development, and elimination of institu¬ 
tional and legal barriers or inhibitions to 
access to employment and capital.-Even 
with this, some sort of safety net in the 
form of guaranteed employment will be 
required to protect those who, because 
they lack skills or capital, or live in 
chronically depressed areas, cannot 
benefit directly from the growth process. 

The CEM proceeds to add, ‘efforts to 
reform the country’s rural works schemes 
must seek a rea.sonable balance between 
income transfers/safety net (equity) objec¬ 
tives and efficiency objectives. With 
respect to equity, the issues to be resolved 
are whether market, below-market or of¬ 
ficial minimum wages are to be paid; 
whether employment is to be offered year 
round or only sea.sonally or during crises; 
whether jobs are to be guaranteed; and 
how to ensure that the most indigent have 
access to jobs. Efficiency concerns relate 
to the selection of works to be undertaken, 
design and construction standards, and 
maintaining of assets’. 

It is argued that rural employment 
schemes should be seen as a ‘safety net’ 
programme, providing employment at 
wages sufficient to sustain families during 
times of low-employment or natural 
disaster. The CEM argues against such 
programmes offering market or above- 
market wage rates since this would divert 
labour away from productive activities to 
such safety net schemes. 

AlWDSTMtNT AND SAFETY NET 

The above perspective is a mote general 
one and not articulated in the specific 
context of the structural and fiscal adjust¬ 
ment programme. The importance of 
‘social safety net' programmes in the con¬ 
text of such an adjustment process was 
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hifhlighicd in the Bank’s CEM for 1991. 

It may be recalled that the CEM 1991 was 
presented to the Aid India Consortium in 
September rather than in June (the meet¬ 
ing was postponed owing to the general 
elections in India and the Mpcctation that 
a new government would come to power). 
Writing in August 1991, a month after the 
Narasimha Rao government had already 
unveiled its new economic policy frame¬ 
work, the CEM (August 1991) stated in a 
bcclion entitled ‘Social Sectors and Safety 
Nets’: 

Reforms of the scope and magnitude 
outlined above will have significant tran¬ 
sitional social costs. In the near term, 
fiscal austerity inevitably will co.st .some 
output, employment, and income growth. 
Structural reforms designed to increase the 
competitiveness of the economy will, as 
they are implemented, also put increased 
competitive pressure on many firm.'). Some 
will survive and prosper. Others may 
undergo periods of painful retrenchment 
and restructuring, and some of them will 
ultimately fail. The burden of these costs 
must be .shared fairly.'* 

The CEM then outlines a package to 
case adjustment costs for those mo.st al- 
fccied or ill-prepared to co|)e. This in¬ 
cludes: (i) protection atid expansion of 
spending on social services that have a 
strong positive impact on well-being of the 
DOor, Uke primary education, health and 
Miitritioii. rutui water supply, etc; 
tii) rcftKtisine and betici targeting o1 sub- 
stdics and employment programmes so 
that the poor are protected even il total 
expenditure is cut, also curtailing of sub¬ 
sidies to non-poor; (iii) retrenchment com¬ 
pensation for those who suffer loss of 
employment in the government and public 
sector; and (iv) similar golden handshake 
provisions fur workers in the private 
sector. 

The Bank’s .strategy is fully articulated 
in these statements. Aware of the ‘social 
costs of adjustment’, the equity dimension 
to greater efficiency, the Bank would like 
to see a ‘compensating mechanism'-a 
safety net—that would neutralise to the 
extent possible (and not fully) such los.ses. 
While this might be interpreted as a state¬ 
ment of concern for ‘equity’, the focus of 
the diKument is entirely on ‘elTiciency and 
competitiveness'. The Bank is certain that 
any policy of liberalisation would exert 
further pressures on the BOP, with im¬ 
ports rising rapidly and exports only 
expected to grow with a lag, atid to help 
manage’ the transition the Bank would 
provide BOP support and recommctid 
this to the members of the Aid India 
Consortium. 

Following the August 23 CEM of the 
Bank, India's rmance minister, .Manmohan 
^•ngh, addressed a letter to the managittg 
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director of the International Monetary 
Fund on August 27 along with a-Memo- 
mndum of Economic Poiicies which set 
out the government of India's ecottonitc 
programme for 1991-92 and 1992-93.' In 
this letter the Indian finance minister foi 
the first time admitted; 

The government is aware that the proces' 
of macro-economic adjustment is bound 
to be painful. All .sections of the com 
munity have to make sacrifices to preserve 
our economic independence and to restore 
the health of the economy. Our endeavour 
would be to minimise the burden of ad¬ 
justment on the poor. We arc committed 
to adjusimcnt with a human face; there¬ 
fore, a steadfast adherence to the objec¬ 
tive of poverty alleviation is an integral 
part of our conception of the adjustment 
pr(Kess...any adjustinciit process that 
widened social and economic disparities 
would, in out view, be scll-defcaiing. With 
this principle in mind, the goseinmeiii has 
provided in the 1991 92 budget foi higher 
oiillass on clemeiiiaiy education, iiiial 
drinking water supply, ussisiaitce to small 
and maiginal fuinicrs, piogiainmes tor 
women and chiUhcii, programmes for ihe 
wcllare ol scheduled cuslcs and scheduled 
tribes an^ other weakei sections ol the 
society, as well as loi increased spending 
on iiifrd.struciure and eniploy'meiu-ctcalioii 
projects in the iiiral areas. 

Having chanted the “safety net" mantra, 
Singh's letter proceeds to focus the entire 
attention of the programme of action on 
fiscal, industrial, trade :md tax reform. In 
November 1991. the Bank picsidciit lewis 
Preston sent a lepori to the Bank's exe- 
curivc directors suppoiiing a structural 
adjustment loanA-redit (SAL/SAC) for 
India.'' The leporl also emphasiseT Ihe 
luci that Ihe lelorm agenda in India 
focuses mainly on industrial, trade and 
tafiff, fiscal and public emerprise reform. 


However, in a section entitled 'Social 
Diincnsion.s of Adjustment’ the reports 
admit that the government’s agenda for 
Stabilisation and reform carries a risk of 
‘transitional costs' in terms of losses of 
output, cmploymcid and consumption 
due to the dellationary impact of fiscal 
consolidation and stiuctural adjustment. 
It identifies the losers as including, apart 
from the 'small minorily of those who 
have benefited from the rents created by 
■ he previous restrictive and distorted 
economic environment’, the rural and 
urban poor who will be negatively af- 
lecicd by low growth. Higher Urban un¬ 
employment. reduced real wages, and Ihe 
bui^en of lower subsidies are seen as Ihe 
likely negative consequences for these 
class of people. 

Having admitted this, the report rea.s- 
surcs that the government is in fact pur¬ 
suing specific policies aimed at alleviating 
the adjustment impact for the poor These 
actions range from rural employment pro¬ 
grammes to a higher expenditure on 
health and education and the setting up 
of a nuiional renewal fund for those 
leirciiched fiom work by the adjustment 
process. 

Singh’s leiict of August 1991 as well as 
the Bank president’s report of November 
refer to the government’s intention to 
allocate fu^^ds for social welfare sectors 
and to lural development as a specific 
amdition of the adjustment process, aim¬ 
ed at countering the negative impact of 
adjustment on the poor. This is a stated 
and an explicit concern of the government 
of India. It is important to bear this fact 
in mind in looking at the actual numbers, 
both of financial allocations for the social 
welfare sector as well as Ihe trends in 
poverty and employment generation, 
which we shall look in the next section. 
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3521 24 

.3021.24 

311.1.24 

12.0 

30 

II Welfare 

508.13 

507,13 

559,18 

10.0 

10 3 

12 1 abour 

383.54 

364 33 

391.19 

1.9 

7.4 

1olal 

97.6(>l.93 

96.591.26 

101,799.86 

4.2 

5.4 


Souiic' hx/ieiulilim' Hudgel 1992 9.1, Ministry nl finance, Cioveriimenl of India. 
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iniereiiingiy. on ine aw oi'iiiir~see(m<r 
budget tlie finance minister Manmohan 
Singh, sought to enter two caveats into his 
earlier perspective on structural adjust¬ 
ment. Addressing a tripartite workshop on 
‘Social Dimensions of Structural Adjust¬ 
ment in India', organised by the ILO. 
Singh suggested that the extent to which 
goverpmenis can succeed in equitably dis¬ 
tributing the costs of adjustment is a fum;- 
tion of the ‘V:haracter of the government".’ 

Stating that stabilisation necessarily in¬ 
volves “tightening belts", Singh added; 
the real challenge is not whether to have 
a stabilisation policy or not but how to 
design a stabilisation policy which would 
have the least harmful impact on employ¬ 
ment, on income distribution and on the 
well-being of the poorest sections of our 
society...Within the realm of practicality, 
it should be possible to devise stabilisa¬ 
tion policies which would ensure that the 
costs of adjustment are equitably distri- 
buted... In this context, it is necessary to 
consider what the character of the govern¬ 
ment is, what governments can legitimately 
be expected to do and what they cannot 
legitimately be expected to do. 

Providing a credible ‘safety net’ 
package, it is being suggested, is some¬ 
thing that the government cannot be legi¬ 
timately expected to do, given its (class?) 
character! 

The second caveat he added was that 
structural adjustment was in fact a neces¬ 
sary precondition to a more equitable 
development model. ‘I suggest to you' said 
Singh “that unless we deal with problems 
of stabilisation, unless we deal with pro¬ 
blems of structural change, the problems 
of low productivity of investment, both 
in public and private sectors, we cannot 
begin to deal with the fundamental con¬ 
cerns of our society. It is only on the basis 
of improved productivity, and a healthy 
system of public Finance that we can divert 
more resources to health care, more 
resources to education for the poor and 
the disadvantaged". 

In other woids, the priority is stabilisa¬ 
tion and adjustment, equity and social 
justice will have to wait till these arc First 
attained. 

Union Bi.iiXiti's tor 1992-93 ano 
1993-94 

The first opporiumiy that the Finance 
minister had to take effective action along 
the lines he himself indicated, in terms of 
increasing expenditures on social welfare 
sectors like rural employment, health and 
education, was in the union budget for 
1992-93. The budget was advertised as an 
instrument of ensuring ^adjustment with 
a human face’. The Finance minister allow¬ 
ed that opportunity to slip, unable to re¬ 
allocate resources away from most existing 


-wmnnitffletroTOitieso^i«M-WHyTO^ 


areas. 

Admittedly, budgetary allocation is 
only one and perhaps only a marginal, in¬ 
strument in the hands of the government 
to correct for inequity in an economy. We 
are not suggesting that this cither a 
primary or an important instrument for 
improving equity. However, to the extent 
that the Finance minister has claimed, that 
he will increase financial allocations for 
certain 'social' sectors in order to compen¬ 
sate for the iniquitous impact of fiscal ad¬ 
justment, it is appropriate to look at what 
is actually happening to the numbers con¬ 
cerned. So, ours is a rather limited exer¬ 
cise and mu.st be viewed in that context. 

As Table I cleaily shows, there was in 
fact a decline in expenditure in many im¬ 
portant social welfare sectors rather than 
an increase. Thus, the budget of the 
ministry of rural development declined by 
12 per cent if the budget estimates foi 
1992-93 and 1991-92 are compared, and 
increased by only 3 per cent if BC is com 


Similarly, in education, food, civil sup¬ 
plies and public distribution system and 
small-scale, agro and rural industries the 
BE over BE growth is in the negative. For 
each one of these, excluding rural develop¬ 
ment, the BE over RE is only marginally 
better but in all cases there has been a 
decline in expenditure in real terms. In 
rural development some conscious effort 
was made to increa.se expenditure but 
despite this the nominal growth, of BE 
over RE, was only 3.10 per cent, represen¬ 
ting a decline in real terms. The only 
‘social' ministries whose expenditure 
allocation growth is significantly above 
the average are the women and child 
development and welfare ministries, but 
their share of total expenditure is very 
small. While W and CD accounts for less 
than half per cent of total expenditure, 
even after the 21 per cent hike, welfare 
accounts for just over half per cent! 

it might appear surprising, therefore, 
that in his June 1992 letter to the IMF 


Tmii I 2 : Pi ss \m> Nun-Pi xn. Ki vi noi snoCm'iiai I-mm nuiiuki iom Minimhi' - vmj Toiai 

C'lNIKAI GOVIRNSJINt 


(Ki i 



lAireeniage 

Cirowlh 

iVreentage 

(iiowth 

Piiceiiiage 


Share 

(K-r Cent) 

Share 

(IVt ( enil 

Share 


1991-92 (RE) 


1992 93 (Rl.) 


1993-94 (BE) 

Agriculture and 






co-operaiion 

3.2 

25.6 

3.6 

ts.O 

2.24 

Civil supplies and P* 

fl.016 

46.0 

0.021 

no 

•1.018 

l-CKld 

3.1 

1.5 

2.8 

7.M 

2.86 

Health 

0.54 

39.8 

0.69 

6.3 

0 69 

l-amily welfare 

0.89 

21.2 

0.99 

21.t 

1.14 

Education 

Women and child 

1.74 

8.6 

1 72 

18.4 

1.92 

dcvciopmeni 
Small-scale and agru 

0.41 

36.0 

0.48 

9 9 

0.54 

and rural industry 

0.57 

7.0 

0.34 

42.5 

0 65 

Labour 

0.38 

l.l 

0.38 

18.6 

0.38 

Rural devclopmcnl 

3.1 

19.6 

3.4 

39 1 

4 49 

Textiles 

0.89 

28 5 

(1.57 

12 2 

0.61 

Welfare 

0.52 

10.3 

0.53 

17.5 

0.59 

Total expenditure 

The above arc as 

96,591 

10.3 

106.145 

5.3 

II 1.9.32 

pcrceniage of total 
expenditure 

15.4 


15.7 


16.2 


Tahii 3: Union Buiv.m-'-C lNIKI Siaii- Dimin.ion 

(Ki crore) 



1992 93 

1993-94 

Percentage 


RE 

BE 

Cirowlh 

(IJ Ciross tax revenue 




Ccnirc 

78.782 

84.867 

7,7 

States’ share 

20,525 

22.049 

7.4 

Percentage shaie 

26 0 

26.0 


(2) Central Plan revenue expenditure 

11.791 

14.900 

26.4 

(3) Central assistance to stale plans—rev expend 

8.727 

9.285 

6.4 

(4) Central Plan capital expend 

7.K43 

8.341 

6.3 

(5) Central assistance to state plans—capital 

8.612 

8,725 

1.3 

(6) Total budget support to central Plan 

19,614 

23.241 

18.4 

(7) Total central assistance to stale Plans 

15,598 

16.028 

2.8 

(8) Central and centrally-sponsored schemes 

6,991 

8,681 

24.2 
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manaiint director the finance minister 
look credit for ‘maintaining' the spending 
levels on these items. Singh claimed, 
“Reflecting the government’s special 
responsibility toward the weaker segments 
of the society, expenditure on social sec¬ 
tors and other core sectors of the economy 
will be protected from any cuts. In parti¬ 
cular, spending levels for rural develop¬ 
ment. welfare programmes, and popula¬ 
tion control will be maintained".' 

This, the finance minister ensured 
through higher supplementary allocations 
for certain sectors. As Ikble 2 shows, the 
revised estimates for 1992-93 are way 
above the budget estimates, and this was 
in direct response to criticism that the 
finance minister had not kept his word. 

What Ikble 2 also shows is that the 
share in total government expenditure of 
important social sectors, like education, 
health, the public distribution system, and 
so on, is in-significantly small and very 
high rales of growth do not mean much, 
for instance, a 43 per cent increase in the 
financial allocation for the ministry of 
small-scale, agro and rural industries has 
meant an increa.se in its share of total ex¬ 
penditure from 0.34 per cent to 0.6S per 
cent! 

Also, the data shows that the aggregate 
expenditure on what may be termed as 
‘social sectors* has gone up from 15.4 per 
cent of total government expenditure in 
1991-92 to 1S.7 per cent in 1992-93 (RE) 
and to 16.2 per cent in 1993-94 (BE). A 
less than one per cent increase ovci two 
years! So much for the ‘human face*! 

It mighi be argued that most of these 
sectors come under the purview of the 
state governments and that the centre can 
do little by way of offering financial sup¬ 
port. This might be so. But there are two 
points one must make in this regard. First, 
the centre-state dimension in the 1993-94 
budget is biased against the states. As 
Ihble 3 shows, while revenue expenditure 
in the central Plan is slated to up by 26.4 
per cent, ceniial assistance to state Plans 
for revenue expenditure has gone up only 
by 6.4 per cent. In the case of capital ex¬ 
penditure, the central Plan expenditure is 
to go up by 6.3 per cent (which itself is 
very low), while in the state Plans this is 
to go up by a mere 1.3 per cent. Similar¬ 
ly, while the total budget suppoit to the 
central Plan has gone up by 18.4 per cent, 
total central assi.stance to state Plans has 
gone up by only 2.8 per cent. 

Second, the union government has a 
special responsibility in providing finan¬ 
cial support to the social sectors because 
it is the union government that was res¬ 
ponsible for the fiscal profligacy of the 
.Seventh Plan period which has forced it 
to adopt fiscal stabilisation policies in the 
Eighth Plan period. Having committed 


the sin entirely on iu own in the Ia|e-I980s, 
it cannot expect the sutes to equally share 
the burden of repentance today. 

The only interesting *equily' dimension 
to social sector spending in this year's 
budget is reallocation of funding in the 
rural sector (see Table 2). The Rs 1,000 
crore saved by the finance minisiei, by 
slashing the subsidy offered on account 
of farm loan waiver (a cut shown in the 
allocation for the ministry of agriculture 
and co-operation which reduces its share 
of total expenditure from 3.6 per cent in 
1992-93 to 2.2 per cent in 1993 94). has 
helped finance the additional allocation 
for the rural employment programmes of 
the central government (taking the alloca 
tions for the ministry of rural develop¬ 
ment up from 3.4 per cent of total expen¬ 
diture tp 4.5 per cent). In short, what the 
finance minister has done is to reduce sub¬ 
sidy for the indebted peasantry and divert 
these funds to provide employment to the 
rural landless and unemployed. This is a 
welcome feature of the budgetary oercise; 


Notes 

|An catlici vciMon of iliis paper was read ai 
the seiniii.i( tui 'New Ixononue Policy and 
liquily: New Iniiiativcs tor C.iovernincni In¬ 
ter vein ion', Insiiiule of Public hnlerprise, 
Hyderabad, Maicli 1} 14, 199.1.) 

I I lie view- I hat economic hberalisaiion was 
tried in 1985 and abandoned in 1988 has been 
expressed, among others,- by Alul Kohli, 
‘Politics of hconomic Liberalisaiion in India’. 
Hurld Oevelopmenl, Vol 17, No 3, 1989; 
James Manor, 'l.ibcralisalion; Tried and 
Aoandoned', tUS HuHeiin, Oeiober 1987; 
John Harriss, ‘The Stale in Reireai: Why Has 
India Experienced Such Half-Hearted 
Liberalisation in the 1980s*, IDS BiiUeiiti, 
Vbl 18, No 4. October 1987. 

On the dating of the liberalisation process 
the Wbrld Bank's Country Economic- 
Memorandum presented to the Aid India 
Consortium in the summer of 1990 (/ndia 
Trends, Issues and Options, Vol I, May I. 
1990) has this to say; "There are a wide range 
of views represented in India on the wisdom 
and appropriateness of domestic deregula¬ 
tion and trade reform. Early indications are, 
however, that the gradual relaxation of 
domestic regulation of industry and increas¬ 
ing liberalisation of the trade regime of the 
past 10 to IS (sic) years will continue!' 

For a discussion of some of these issues 
sec Sanjaya Baru. ‘Change and Continuity 
in Indian Industrial Policy’ in T V Satyamur- 
thy (cd), Miikal Discourse in India, Oxford 
Universiiy Press (forthcoming); and Saniay: 
Baru. ‘The Political Economy of New In 
dusirial Policy in India*, paper presented a 
the Institute of Commonwealth Studies 
University of london. May 1989 (mimeo). 


2 It is widely briieved that the author of this 
note was Momek Singh Ahluwalia, then with 
the PMO and presently rinance'secreiary, 
government ,>f India. 1 hr note was publish¬ 
ed in The Economic Times. 

1 See footnote i al-iive. 

4 India: 1991 Coimiry Ei onomic Memomn- 
dum, August 21, 1991, 1'hc World Bank, 
Report No 9412-IN, p .17 

3 ‘Management of the Lconomic Crisis', 
Finance Minister's slaiemcnl in Pailiameni, 
December 16, 1991 (with annexure ‘Memo¬ 
randum on Economic IVlieies for 1991/92- 
1992/93* addressed lo managing director. 
IMF). 

6 ‘India; Stniclunil Adjusimrni I oan/Credit; 
Report and Rccommendaiioti of the Presi¬ 
dent of the IBRD and IDA to the F.xecutive 
Directors on a Proposed SAl./SAf' lo India*, 
The World Bank, November 12, 1991, 
Washington DC. 

7 Social Dimensions qf Structuml Adjustment 
in India. Papers and Proceedings of a Tripar- 
iiir Workshop oiganiscd by I1X3-ARTEP, 
(New Delhi. December 1991), HA 1992. 

Inicresiingly. this was one of the swo 
seminars organised in 1991-92 to discuss the 
‘social dimension’ of the reform programme. 
Avhok Dcsai's paper at the seminar fiKuses 
ptiinaiilv on iiidusirial policy lefoim and 
irfeis to icfornis in liade bul does noi even 
discuss ibr ‘sixial dimension' of these 
lefoims. 

The other two papers read al ihis seminar 
were: S Miindle, ‘1'he F.niployiiieni Effects 
ol Siabilisaiion and Related l\>licy Changes 
III India 1991-92 lo 1991-94' and Ajii Chose. 
‘Fconomic Kcsiruciuring, Employment and 
Safety Nets; A Note'. Both these papers were 
concerned aboui the negative equity impact 
of the adjustmeni process in India. 

The second seminar was organised ai the 
institute of Deveiopmeni Studies, Jaipur 
where several participants, in particular S P 
Gupta of It-'RIER, referred to the negative 
consequences foi equity of (he government’s 
policies. Uupu drew aiieniion to an increase 
in the percentage of the population below the 
poverty line during 1991-92. His paper (joint¬ 
ly authored with P S Raman) on ‘Economic 
I.iberali.satian and Us Social Impact* show¬ 
ed that during 1991-92. the Tirst year of ad¬ 
justment and siabilisaiion, the .lumber of 
persons below the poverty line increased by 
between 6 and 10 million. (The conicrvaiivc 
esumatc is based on CSO data and the liberal 
one on N.SS data). This compares with an 
annual average decline in poverty by IS.S 
million penons between 1987-88 and 1990-91. 
Sec S P Cupu and P S Raman. The 
Economic Times, August 3t, 1992. 

The finance ministry, icpicscnicd by Desai, bad 
no response lo Ibis and, in fact, it became 
clear that the finance ministry was not overly 
bothered about the ‘social dimension* of the 
adjustmeni process. 

8 Memorandum of Economic Micies for 
1992-93, Ministry of Fiiuuic^ Government 
of India, June 1992. 
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72(8) 

6640 

9104 

8575 

5815 

1911 

.1411 

4.169 

1716 

(a) Centre's share 

1(881 

11(8) 

1500 

I1.X9 

2078 

2811 

16.10 

814 

61) 

1466 

1781 

(b) Stale's share 

4.5(8) 

44(8) 

5700 

548) 

7026 

5742 

4205 

.109' 

28(8) 

2901 

1935 

(t.) Net provident lurid 

16(8) 

1.5(8) 

1500 

12X6 

1221 

1116 

961 

891 

76 '> 

419 

164 

(FT h^cial vteposiis 

8420 

7V50 

8260 

6670 

7716 

7970 

6151 

4181 


KKII 

HI' 

((i) Other items of lapilal 

receipts (net) 

II47I* 

W7()* 

2550’ 

4980” 

4062 

2620 

1456 

1288 

2414 

4420 

2729 

11 Total Keeeipls ||-f III 

IVIWt) 

117.52.5 

II42I5 

104575 

91951 

82116 

73469 

62445 

.54655 

47150 

19887 

VCeninil (ioveriiiiu-ni's IMil 

(a 1 b) 

251141 

2.14252 

227584 

209698 

185529 

1615.16 

140244 

121869 

106612 

89192 

75174 

(a) Internal debt 

2046V0 

IV.1035 

18X019 

172750 

154004 

111191 

114498 

98646 

86111 

710.19 

585.17 

(h) Lxieinai debt 

46451 

41217 

19.565 

16948 

31.525 

28143 

25746 

2.1223 

20299 

IKI51 

166.17 

Kaliim liM'm-nliMci'sl 
(1) Centre's las revenue to 

total revenue 

75.7 

74.1 

74.8 

75.8 

78.2 

71.1 

77.4 

75.6 


75.4 

75.2 

(2) Taxes on income. pioiH-riy 
and capital to total 

m en lie 

24.1 

24 1 

20.2 

21.0 

20.1 

19.1 

20.1 

18.2 

18.8 

19.8 

19.7 

(J) Taxes on income, property 
and capital to CiOr at 

market prices 

2.7 

2.7 

2.2 

2.5 

2.1 

2.2 

2.2 

2.0 

2.1 

2.1 

2.0 

(4) Taxes on commodities 
and services to C)DP at 

market prices 

8.7 

8.7 

8.7 

8.6 

8.8 

9.2 

9.0 

9.1 

9.1 

8.8 

8.1 

(5) Central government’s debt 

to C»DP at market prices 

ll.V 

14.0 

11.0 

14.4 

34.9 

15.6 

35.4 

36.6 

16 4 

34.0 

32.5 

(i) Internal debt 

26.0 

28.0 

27.1 

28.1 

29.0 

29.3 

28.9 

29.6 

29.5 

27.1 

25.3 

(ii) External debt 

25.V 

6.0 

5.7 

6.1 

59 

6.1 

6.5 

7.0 

6.9 

6.9 

7.2 


Notes: Figures in brackets pea'citiagr to gross tax revenue. 


* IncluJes Rs 2,500 crorc of disinvestment of equity holding in public sector enterprises. 
** Includes Rs .1,038 crore of disinsestmeni of equity holding in public sector enterprises. 
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I Nm-PIm Ekpndltarr 90073 87733 

<A) lainoi pajrmeMi 38000 32SO( 

(B) Dtknet 19180 I7$0( 

(C) Subsidies 8376' I2IUD 

(1) Food 3000 28(8 

(2) Ferlitism 3S00 SKU( 

(31 Expon pronioiion 500 88( 

(4) Oiber subsidies 876 1121 

(O) (j^rat services 88(77 829 

iff which 

Police 2223 2I» 

(E) Social services 2372 23(8 

(1) Educalion 887 84 

(2) Heahh and family welfare 3%! 3(8 

(3) Labour and employmeni 305 32: 

(4) Informarion and 

broadcas(ing 389 37( 

(5) Odier social services 470 451 

(F) Economic services' 2675 283 

(1) Atricuhure and allied 

services 400 44 

(2) Energy, indusiry 

and minerals 587 64 

(3) llansport and 

Gommunicatiuns 369 42 

(4) Science, technology 

and envifonmem 728 68 

(3) Postal deficit 126 14 

(6) Other economic services 465 49 

(G) Eximdilure on union 

(eriitorics without legislature 1305 117 

(H) Grants to slates and 

union territories 2254 ’.70 

(|. Other gmnts 185 16 

(J) letans and advances to 

state and union territories 4429 486 

(K) Other loans 1017 i37 

(L) Non-plan capital expenditure 1473 192 

II Plan Outlay 41251 3697 

lA) Budge! (ufijon for 

crntiai plan 23242 1961 

(1) Economic Krviccs 17360 1513 

(a) Agriculture and 

allied services 2402 20t 

(b) Rural developrocni 4229 3lfl 

(c) lirigalion and flood 

coniiols 275 20 

(dl Indusliy and minerals 3156 272 

(e) Energy 3625 303 

(0 Transport 1893 264 

(g) I'ommunicaiion 80 < 

(h) Science and technology 

and enviionmcr.i 1251 ■ 91 

(!) (leneial ecnnoiiiic 

services 449 3’ 

(2) Social serviers 5730 44' 

(a) Education, ai’s 

and culliire 1489 lU 

(b) Health and lamily 

weiiare I75» 145 

Id IMiler supply, saniia- 
lion, housing and 

urban dcvclopmenl 1043 6' 

(d) Information and 

broadcasting ''5 ! 

(e) tWelfare of St'. ST and 

otherbackwatd classes 558 4( 

(f) laibout and 

labour welfare I6() i 

(g) Social welfaie and 

nulriiion 652 51 

(3) General services 152 

(B) Ceniral assistance 10 stale plans 16520 1(48 

(C) Central assistance to union 

territory plans 149(1 12" 

III Tout Eapradilurr 131324 (24 ': 

Defence expenditure as per 

cent of total expenditure 14.6 14 

Plan outlay as per cent of 
total expenditure 31.4 29 


Noier. I inciiHtes debt relief to farmeis Rs 5(8i emre 
b Includes debt relief to farmers Rs l ..'(8) i rote, 
c Includes debt lelief to (aimers Rs l,425ciofc. 
d Includes debt relief lo farmer. Rs 1.502 crorc. 
t Includes postal defieii. 


1993-94 

Budget 

1992-93 

Revised 

:992.93 

Budget 

1991-92 

Actuals 

1990-91 

Actuals 

191990 

Acluils 

I98N-89 

Actuals 

198 7 88 
/Wlual' 

I986-87 

Actuals 

I9«5-M 

AckmIs 

l9S4-aS 

Actuals 

90073 

8775.3 

84475 

80469 

76933 

65188 

52960 

44052 

39920 

32811 

'27026 

38000 

32500 

32000 

26363 

21498 

17757 

14278 

II25I 

9246 

7512 

5974 

19180 

17500 

17500 

I 6.347 

15426 

14416 

1.3.341 

11968 

1(M77 

7988 

7061 

8376' 

12108'’ 

l(M87'’ 

12270 

I2I5R 

I(W74 

7732 

5980 

545| 

4796 

«)■ 

3000 

2X00 

250(1 

2850 

2450 

2476 

22181 

2(881 

2(88) 

1650 

1101 

3500 

5X0(1 

400(1 

5205 

4389 

4.542 

3201 

2164 

1898 

1924 

I9» 

.500 

88(1 

480 

1754 

2742 

2014 

13X6 

962 

785 

603 

SI8 

876 

1128 

1007 

1016 

1075 

1442 

945 

854 

768 

619 

491 

8807 

8297 

■’915 

68X5 

6849 

6129 

4979 

43X8 

363’ 

U)30 

2051 

2223 

2100 

1985 

1849 

1564 

1297 

11 . 3 ; 

980 

819 

631 

520 

2372 

2m 

2121 

19,34 

1783 

1<22 

1293 

1309 

1206 

877 

669 

887 

844 

769 

’61 

721 

589 

474 

MI8 

49<» 

328 

242 

3Sl 

.306 

273 

2*0 

2.36 

2(81 

'.40 

16.3 

145 

117 

91 

,305 

322 

321 

289 

269 

25.’ 

23i 

163 

212 

166 

159 

389 

37(1 

15'.' 

298 

’82 

222 

I'd 

164 

125 

99 

53 

470 

458 

401 

.UMi 

275 

25.8 

798 

■il 

205 

167 

124 

2675 

28.38 

’711 

281(1 

2676 

3tU’ 

.?)!-. 

.M8'. 

1652 

1521 

1530 

400 

448 

4.17 

4.30 

418 

378 

.’61 

741 

164 

743 

265 

587 

640 

680 

8()| 

830 

1091 

l>-'2 

HO' 

469 

381 

74H 

369 

426 

328 

311 

140 

48,: 

.’17 

20: 

183 

150 

6 

728 

686 

6S4 

621 

555 

476 

477 

.3.'(. 

341 

797 

237 

126 

148 

|!K 

214 

186 

2(4) 

f’O 

|9| 

215 

162 

124 

465 

490 

47(1 

411 

349 

.355 

'52 

263 

278 

290 

150 

1305 

117? 

IlOH 

1282 

986 

86.5 

'2' 

437 

■56 

41.< 

131 

2254 

’.704 

2S3S 

3901 

39X2 

214.3 

2186 

1789 

I’M 

1786 

1027 

185 

164 

191 ; 

14" 

139 

120 

124 

nv 

!I4 

81 

89 

4429 

4868 

.'WM 

S532 

760r. 

5793 

4293 

3134 

)’22 

4206 

3272 

1017 

1374 

974 

2008 

2X81 

2036 

1107 

90' 

1/69 

217 

(41 

1473 

1925 

IMI 

790 

947 

1091 

788 

667 

(Kti 

•82 

851 

41251 

36973 

34612 

l(W6l 

28.365 

.’7520 

26I5I 

.’4209 

22V96 

19854 

16606 

23242 

19634 

18501 

17096 

17496 

18tM9 

1633.1 

14458- 

151.8)1 

12791 

11517 

17360 

ISI36 

I4K|8 

13122 

118*9 

14 767 

13071 

1(756 

17809 

109(2 

9784 

2402 

2061 

1840 

1614 

1184 

1291 

I7’5 

(((( 


1)02 

1086 

4229 

tlO-r 

.Will 

22-9 

2(^? 

7766 

175’ 

1844 

13(41 

706 

729 

275 

206 

.731 

210 

16'. 

46 

209 

158 

114 

58 

74 

3156 

2725 

2257 

2368 

S-.TS 

.’65 3 

2X4ti 

3018 

‘0'4 

4485 

.3918 

3625 

3037 

•ills 

I'iT) 

3646 

tin.’ 

35/5 

29(6 

|5tXl 

I7H9 

1514 

189) 

2642 

:6'>7 

’358 

2 313 

.'6'X. 

2411 

201 5 

20*’' 

11)02 

1381 

80 

69 

80 

7 : 

■;35 

144 

l')4 

i*! 

Ml, 

472 

45) 

1251 

914 

■115 

814 

7.8. 

679 


•39V 

a.-l 

445 

404 

449 

373 

.18' 

•M* 

.1 <0 

32''. 

>50 

44 

119 

73 

227 

5730 

4471 

4110 

3i>.|7 

t5</-,- 

32.40 

32‘i2 

26'.I 

7(34 

•HOI 

1.593 

1489 

1145 

1095 

•m 

%5 

9(1(1 

1061 

6.15 

3.18 

29’ 

212 

1751 

1490 

111.2 

1101 

10.37 

828 


750 

778 

690 

637 

1043 

671 

704 

845 

718 

5'l 

45t 

'.'87 

382 

381 

319 

75 

50 

114 

il2 

154 

265. 

27' 

l-ir 

212 

106 

lOi 

558 

465 

462 

414 

344 

345 

2>/9 

c-J 

21K 

203 

206 

|M) 

61 

lit: 

6’; 

20 

27 

?() 


1' 

It) 

12 

652 

589 

531 

413 

359 

303 

267 

5()4 

|6' 

114 

106 

152 

27 

23 

27 

40 

47 

58 

69 

58 

5’’ 

140 

, 16520 

I(itl63 

1482(1 

12708 

W49 

HVd 

‘8)87 

8923 

7079 

6)8.’ 

4554 

149(1 

I2>. 

t’u; 

115'. 

920 

75? 

716 

82K 

916 

6W 

3)5 

131324 

t24 '26 

119087 

1114.30 

I05,’98 

9’‘X)8 

’9111 

68261 

67916 

5266* 

436)2 

14.6 

14 0 

14'' 

14.7 

14.6 

15 5 

16 9 

17 5 

16.7 

15.2 

16.2 

31.4 

29 6 

2”: 

27.8 

26.9 

79.6 

13.1 

3.5 5 

(6.6 

37.7 

)S.I 
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Table 4 : Revenue from Custom Duties 


tteOBW) 



1993-94 

Budget 

1992-93 

Revised 

1992-93 

Budget 

1991-92 

Actuals 

1990-91 

Actuals 

• 1989-90 
Actuals 

1988-89 

Actuals 

1987-88 

Actuals 

191647 

Actuals 

1983-86 

Acluali 

I9844S 

AauBli 

OisMii ('uiiloin* lluliea 

32257 

26472 

26272 

22881 

21227 

18362 

16234 

14039 

11771 

9783 

7233 

Refunds and dulydrawbacks 

1237 

972 

1060 

804 

638 

634 

479 

424 

300 

267 

241 

Net Cunlonn llulie* 

31000 

23300 

23212 

22077 

20368 

17900 

13733 

13633 

II47I 

9318 

69M 

(1) Import duties 

307% 

25993 

23389 

21839 

20%2 

18326 

I60|4 

I38IS 

11307 

9372 

7071 

1 

o/ w/iich 

(29541) 

(23023) 

(24534) 

(21047) 

(20308) 

(17673) 

(13546) 

(13403) 

(11209) 

(9309) 

(6834) 

Fruits 

130 

III 

104 

92 

93 

80 

77 

63 

67 

48 

43 

Animal, vegetable fats and oils, etc 
Petroleum oils and oils obtained 

60 

90 

113 

148 

429 

249 

626 

619 

271 

92 

74 

from biiuminousminerals,crude 

3972 

4391 

4023 

3344 

3143 

2149 

1917 

1862 

837 

733 

138 

Other mineral fuels, oils, waxes, etc 

792 

660 

382 

366 

365 

163 

160 

84 

36 

37 

66 

Chemicals and pharmaceuticals 

2518 

2098 

2323 

1916 

1742 

1613 

1408 

993 

933 

iOI3 

790 

Dyes, colours, paints and varnishes 

237 

196 

202 

133 

164 

131 

100 

91 

99 

39 

33 

Plastic and ankles thereof 

2125 

1825 

2146 

1782 

1332 

997 

869 

703 

397 

473 

306 

Manmade rdamenis and Tibres 

97 

93 

174 

127 

3% 

328 

219 

198 

276 

291 

179 

Iron and .steel, etc 

2976 

2459 

2731 

233 

1347 

1926 

1662 

1203 

844 

1012 

784 

Copper 

Machinery, macliinetools, electrical 

780 

630 

637 

330 

303 

439 

431 

401 

238 

313 

194 

machinery 

6248 

3143 

4161 

946 

3973 

3384 

2689 

1946 

2063 

2134 

296;s 

Motor vehicles and parts thereof 

348 

305 

424 

294 

332 

297 

263 

233 

233 

190 

141 

Insiruriienis (optical, surgical, etci 

680 

323 

490 

313 

381 

317 

193 

173 

212 

171 

133 

Ptoiect imports 

1680 

1418 

2071 

1874 

1291 

960 

1134 

1710 

1306 

— 

— 

(2) Export duties 

176 

146 

143 

16 

1 

6 

26 

49 

83 

70 

70 


1175) 

046) 

(143) 

(16) 

(1) 

(3) 

(23) 

(47) 

(82) 

(68) 

(67) 

(3) Cess on exports 

64 

60 

53 

47 

35 

32 

30 

23 

17 

13 

14 

aj which 

(63) 

(59) 

(55) 

(46) 

(33) 

on 

(30) 

(24) 

(17) 

(15) 

(14). 

Coffee 

J 

2 

J 

3 

2 

3 

3 

1 

1 

1 

1 

Tobacco (unmanufactured) 

2 

2 

4 

2 

1 

1 

1 

1 

1 

1 

1 

Marine products 

12 

II 

11 

9 

6 

5 

4 

4 

4 

3 

3 

Iron ore 

4 

4 

4 

3 

3 

2 

2 

2 

2 

2 

2 

(4) Other receipts including sale of 

1222 

273 

485 

979 

228 

198 

159 

161 

164 

127 

80 

gold and silver 

(1220) 

(271) 

(480) 

(969) 

(224) 

(196) 

(136) 

(159) 

(163) 

(126) 

(78) 


Noiey. (I) higufTb in tirackri^ ure net ol refunds and drawbacks. (2) Due to chan^ in budget heads from 1986-87 the rigutes for years prior to 
1985 86 individual commodities are not strictly comparable. (3) Data on individual commodities for year 1985-86 are revised budget nguics 
and not actuals. (4| Due to rounding off totals do not tally. 


Tabi I- S; RFvrNiir from Union Exfisf. Dijtie.s 



1993-94 

Budget 

1992-93 

Revised 

1992-93 

Budget 

1991-92 

Actuals 

1990-91 

Actuals 

1989-90 

Actuals 

1988-89 

Actuals 

1987-88 

Actuals 

1986-87 

Aauals 

1985-86 

Actuals 

1984-85 

Actuals 

(fnioiii Union K«t*iii8* IKilim 

(excluding eleciricily) 

3584(1 

33180 

32861 

28585 

24881 

22670 

19122 

I6S9I 

I4S44 

13070 

10943 

Refunds and drawbacks 

840 

680 

650 

465 

430 

380 

296 

169 

56 

63 

SI 

Nh UnUm KvifM* IhitirH 

mm 

32500 

32211 

28120 

24451 

22290 

18825 

16422 

14489 

13007 

10864 

(A) Basic excise duties 

50203 

28026 

27626 

23557 

20036 

17719 

13308 

13216 

12016 

10881 

8930 

o/ which 

(29t63) 

(27346) 

(26976) 

(23092) 

(19606) 

(17339) 

(IS0I2) 

<13047) 

(11960) 

410818) 

(8838) 

Tea, etc 

72 

M 

88 

75 

76 

79 

77 

7/ 

73 

81 

61 

Vegetable oils and fats, etc 

70 

44 

70 

49 

50 

103 

100 

104 

68 

140 

60 

Cane or beat sugai, etc 

t30 

317 

3.30 

284 

216 

200 

185 

164 

140 

127 

148 

Molasses 

107 

97 

84 

75 

58 

52 

26 

16 

9 

8 

9 

Tobacco manufactures 

2331 

2207 

2322 

1842 

1622 

1506 

1291 

1158 

1013 

990 

783 

Cenieni of all s,iris 

2013 

1923 

1857 • 

1281 

1086 

951 

898 

870 

826 

746 

050 

Kerosene 

288 

276 

260 

246 

255 

268 

241 

250 

233 

204 

104 

Motor spirit 

1.146 

1294 

1450 

1245 

1202 

201 

1034 

903 

814 

755 

078 

R 1) oil 

747 

755 

750 

703 

693 

731 

683 

646 

5% 

573 

423 

Cosmmics. toilets soaps, etc 

640 

564 

523 

430 

1594 

.106 

278 

256 

194 

135 

125 

Pla.siic and articles thereof 

1375 

1243 

833 

792 

488 

441 

359 

280 

254 

— 


Tyres and lubes, etc 

890 

862 

1061 

Bit 

803 

629 

676 

557 

520 

480 

410 

Ctillon and cotton yarn 

318 

305 

304 

191 

186 

129 

118 

119 

140 

132 

109 

Iron and steel and articles 

2410 

2042 

1641 

1431 

1181 

1070 

829 

631 

5)7 

481 

377 

Aluminium and articles 

758 

731 

698 

653 

582 

523 

271 

194 

137 

161 

140 

Refrigerators and aii-condilioneis 

.175 

266 

340 

271 

196 

180 

153 

126 

108 

78 

49 

Motor cars, liactors, etc 

840 

788 

881 

860 

667 

437 

334 

381 

315 

440 

383 

(B) Additional dunes on textiles and 

textile articles 

359 

332 

358 

348 

275 

209 

189 

176 

185 

160 

139 

(C) Additional duties in lieu of sales lax 

2427 

’265 

2203 

1868 

1490 

1475 

1276 

1147 

III! 

928 

III 

c/ which 

Sugar, etc 

.371 

35b 

371 

314 

245 

229 

226 

197 

163 

148 

187 

tobacco products 

1053 

997 

1050 

816 

711 

659 

526 

508 

481 

469 

391 

Itsiiilc produds 

IINI3 

913 

782 

7.38 

529 

587 

524 

438 

460 

329 

233 

(D) Cess on commodities 
of which 

2851 

2557 

7673 

2812 

3080 

3267 

2348 

2052 

1232 

1101 

1043 

Crude oil 

2475 

2195 

2276 

2466 

2757 

2947 

2029 

1770 

980 

873 

144 

Coal and coke 

83 

80 

80 

73 

70 

70 

65 

58 

63 

<6 

31 
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THE ONLY 
AHSG/CO 
AMO 
AM EC II 
OIL IN INDIA. 


New Servo Superior XEE ('Xlro Energy Efficient). 
India's first long-life multigrade eng-ne oil, 
rertified to give a fuel economy of at least 2.7%. 
Which meons, you get a minimum of one 
extra km for every 37 km you drive. 

So go on, change to new Servo Superior XEE 
today. And stretch the power of fuel. 


Servo Superior XEE can be used in both petrol 
and diesel engine cars, vans and jeeps. 

It is ideal for the new generation Indian and 
imported vehicles. 


* Undo' *r*sl v.i>nH»tions (‘oM<es API IK^NOl symbol fot K' II Lttefqy 
C.»'nsffrv»ny roC|ui»«m^nls for o mmimom o* Iik*! n<.,iiiomy 
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THE 'XTRA ENERGY EFFICIENT MULTIGRADE ENGINE OIL 


PfPsent'y avoilable o! select iiMo.i outW$ BoiT»boy Maximurn retoil selling price Rs 270.30 ter o 4'!itre can 
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RISING DRUG PRICES 


ANTI-MUSLIM POGROM 
IN SURAT 


CHINA: THE AWAKENED 
PROMETHEUS 


TOWARDS A NUCLEAR FREE 
WORLD 


HEALTH AS DEVELOPMENT: 
IMPLICATIONS FOR RESEARCH, 
POLICY AND ACTION 
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The truth is that RCF has been one of India’s 
best-managed, profit-making public sector undertakings. 
Take a look for yourself. 


Rashtnya Chemicals & Fertilizers Ltd. (RCF) 
IS one of India’s biggest fertilizer 
and chemical companies with 20 
operating plants at Trombay and 
5 large plants at Thai 

Established in 1978, RCF has many 
firsts to Its credit. 


• First to 


• First to introduce latest genera¬ 
tion fertilizer plant with Distri¬ 
buted Digital Control Systems in 
the country 

• First to produce Nitrophosphate 
fertilizer in the country 

• First to technologically upgrade 
old plants to reduce energy con¬ 
sumption, reduce pollution and 
increase production capacity 

• First public sector undertaking 

to adopt advanced systems of environment 
monitoring and management - RCF's plants 
are the cleanest plants 


Acfticvementt 

tvery nth bag ot urea in India comes 
train RCF Installed capacity 1 9 million 
tonnes nt urea production 


l,.irgcst producer ot urea liom any simile 
location in the yiurid -ISOU tonnes iiiea 
produced per day at Ihai 


Produces 0 tZ inillion [orines ot 
phosphalic Icrtiliaers saving cniintry s 
precious lo'eiqn exchange 


Production nt a variety ol impart substitute 
products Methanol. Ammonium 
Bi carbonate Methylamines 
Dimethyl Fu'inamide 


Nctwocth over Rs 880 cioies 



produce Methanol, Methylamines. 
Dimethyl Formamide - all import 
substitute products. 

Today RCF is poised to enter the 
field of chemicals in a big way 
Further expansion in ler^.ilizer 
activities IS underway to consoli¬ 
date RCF s market leadership 
To meet the challenges ot the 
future. RCF has formulated some 
key strategies. Diversification and 
loint-venture projects tor produc¬ 
tion ot fertilizers and intermediates 
are some oi them 
All this will undoubtedly help RCF 
maintain its undisputed position m 
the market That of No 1 

RASHTRIYA CHEMICALS 
& FERTILIZERS LTD. 

Priyndarshmi [astern Express Highway 
Bombay 400 022 

For A Rich Flarvesl. 
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Beyond Tomorrow 

The major contentious issues in -che, jsiiobal nuclear scene have 
arisen as a result of the clash jot twef ^ood principles; one, 
that limitless proliferation ofm^lear weapons has to be 
ended if the world is to be'Spared the risk of a terminal 
catastrophe and the second, that universal treaties should rest 
on non-discriminatory principles. Fortunately today, with the 
end of (he cold war and the consequent cuts in the 
nuclear arsenals of the Big Powers exciting new vistas 
have opened for the resolution of the nuclear 
weapons issue. 759 

Costly Care 

Drug prices have continued to increase sharply since 
May last. This will not only hike costs of medicare, but, 
given industry's attempts to promote the use of 
unnecessary product.s, make for an increase in irrational 
consumption of drugs. 743 


IVIonsoon lVIy»tery 

The implications of the 
guvemmenrs decision not to 
publish the expert.s' preliminary 
forecast of the coming 
monsoon arc ominou.s 7^ 

Unhealthy Trend 

Given India's overall 
achievements, its performance in 
the health sector has been 
discouraging. While masssivc 
investments have gone into 
ini'rastruciurc development, 
di.scascs arising out of 
malnutrition pcisisi and there 
arc severe shortages in the 
provisioning of health care 
services. What are the 
implications for public 
action and policy research? 769 

Changing Sficiety 

To think of social arrangements 
as mutters of operational 
convenience is to lose sight of 
the resistance to alteration that 
has been olTered frtim within the 
insiiiuiions and organisations of 
society at all times, everywhere. 
Not that social arrangcmeni.v are 
in principle unalterable, but can 
they be radically reshaped solely 
through the persuasive 
appeal of cogent-ideas ? 753 


South AHian Agenda 

Given the generally unfavourable 
economic environment there is 
an urgent need to articulate a 
broader agenda for South Asian 
co-operation. And India should 
not abdicate its role in 
bringing this about. 734 

The Surat Fognim 

What look place in Surat in 
December last was a pogrom 
with Muslims as the exclusive 
targets. While the Ayodhya 
incidents triggered the massacres, 
the stage had been set for it by 
the social, economic and cultural 
forces which make Sural what it 
is today: rampant urbanisation, 
an expanding informal sector 
and the large army of 
migrant male labour. 737 

Dynamie of the Diaaponi 

The accelerated pulse of China's 
growth in the last decade owes 
much to the dynamic of the 
diaspora—the thousands of 
small, medium and large 
investors who have contributed 
the torrential capital inflows. 

The synergistic relationship 
which exists between the 
diaspora and Beijing is a self- 
reinforcing ethnic, political 
and economic complex. 747 




LETTERS TO EDITOR 


Cat on Mice Rights! 

THE paradox of the Indian ruling class 
is that its preaching and practice are at 
variance. It is alarming to know that 
Janardhan Reddy was appointed to lead 
the Indian team to the 49th UN Human 
Rights convention conducted at Geneva. 

During his 20 months reign in AP as 
chief minister police lawlessness had 
grown disproportionately. While M Channa 
Reddy was the chief minister Janardhan 
Reddy and his coterie indulged in arson 
and loot through hired mafia (to dethrone 
the former) in which 200 people perished 
in Hyderabad. Later the entire horror was 
dubbed as 'communal disturbances' by 
the agents of Janardhan Reddy, in the 
short span of his chief ministership 314 
people were .shot dead in the cold blooded 
encounters. 17 people died in police 
custody and 34 in indiscriminate police 
firings. Janardhan Reddy was notorious 
for his policy of privatisation of profes¬ 
sional education. Corruption was his 
favourite game. People of his own native 
district, Nellore, speak volumes about the 
corruption and nepotism this high school 
teacher-turncd-politician indulged in. 

V StlHHAMANY/S.M 

Nellore 


Many-Splendoured Ram 

IN response to I lakshmi's letter (January 
30), the incidents of December 6, 1992 
were an outrage and their effect has still 
to be felt in full. As for the religious prac¬ 
tices of heads of states the point I wished 
to make was that the coinage of the UK 
continues to describe the ruler as 
‘defender of the faith’. Henry Vlll defied 
the Church of Rome to get married again 
and to plunder the rich properties of the 
church. He did not become secular but 
only head of the established Church of 
England. The word secularism translates 
very badly into Hindi and Urdu., in Hindi 
the word used is 'dharmanirapeksha' and 
in Urdu it is ‘laama/hab’. Neither of these 
words accord with the Indian reality as far 
as personal faith is concerned except for 
a minuscule minority who are the children 
of Macaulay (ibney Macaulay). The 
father of this .section of the nation was 
Jawaharlal Nehru and he spent con¬ 
siderable time and effort in ‘di.scovering' 
India. 

People like the president and prime 
minister arc believing Hinuus and bettei 


than the professional Hindus who make 
a living out of Hindutva like L K Advani 
and Murli Manohar Joshi. Belief in the 
miraculous powers of godmen is univer¬ 
sal. Unkind critics can say that it is the 
only explanation for some of those who 
are in power being there. Normally the 
path to success, glory and power should 
be through .self sacrifice, service of the 
people, innovation and outstanding 
character. In recent times power has been 
achieved by converting Maryada Purshot- 
tam Ram into a hammer to beat Muslims 
with. He has become a kind of Ali Baba’s 
cave full of votes. Perhaps the Congress 
leaders expect Sai Baba to overcome the 
power of Shri Ram! 

Akhii I.SII MllllAt 

New Delhi 

Dead End 

THAT Amrik Singh’s five-page article on 
university governance in Maharashtra 
(March 13) should end up saying precious 
little is illustrative of ihe greater conun¬ 
drum: A public (or state) system in a 
vigorously privatising economy—and a 
polity where entrepreneurs and go-getters 
use the state not only as milch cow but 
also as an agent for extracting surpluses 
for themselves. His positive reaction to 
state councils of higher education—and 


who knows better than him what a farce 
these have been in not only Madhya 
Pradesh but also Andhra cited by him— 
or his penchant for supremacy of Ihe 
expert in appointing vice-chancellors 
with equally vigorous advocacy for the 
legitimacy of the authority of those who 
pay, are only two examples of the dad 
end to which thinking in. this ara has 
come. 

But let us consider one or two wild sug¬ 
gestions. Let all colleges oecome auto¬ 
nomous and award their own degrees and 
let meril-cum-need-based educational 
vouchers be issued to a fixed number of 
students selected on the basis of a 
statewide test which could use SAT 
(Scholastic Aptitude Test) as a part of its 
battery. In this context, a standard scheme 
of management for all units (existing 
universities at their headquarters ebuU be 
treated as single or conveniently-sized 
small units with a somewhat different con¬ 
stitution) and a state level accreditation 
council could be thought of. In this con¬ 
text, norms for the raising of resources by 
institutions on their own could also be laid 
down. This idea is. even less likely to 
receive attention than Amrik Singh’s 
milder ones. But who knows? This is the 
era of the market. 

S SHUKI.A 

New Delhi 
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An Eyewash 


T he story emerging from the enquiry by the Joint 
Rirliamentary Committee (JPC) into one of the biggest 
financial scandals in history raises grave doubts about the 
sincerity of the political system in wanting to unravel the 
truth. After a year’s labour it is now becoming clear that, 
despite the parallel enquiries underuken by a multiplicity 
of agencies into different aspects of the fraud, we may end 
up neither getting at the truth nor drawing any worthwhile 
lessons. 

The Janakiiaman Committee, the Central Bureau of 
Investigation (CBI). Enforcement Directorate and the govern- 
ment’s other investigating agencies, the custodian of attached 
properties, the special court of Judge Variava, the income 
tax authorities and above all, the JPC are all engaged in 
unravelling different layers and ramirications of the fraud. 
The Jaiukiiaman Committee appointed by the Reserve Bank 
has done some methodical work in bringing out the details 
of the fraudulent transactions of banks, brokers and other 
institutions. However, as expected, the committee’s four 
reports have not gone t>cyond surface details. One had 
expected the JPC to pinpoint the socio-political and 
economic genesis of the scandal. The terms of reference of 
the 30-member committee requirf it to go into the 
irregularities and fraudulent manipulations in all of their 
aspects, to fix responsibility of persons, institutions and 
authorities and to make recommendations on policies for 
(he future: For the JPC to have produced a report fulfilling 
these objectives, there were two essential requirements. First, 
the members needed to have been prepared to seriously probe 
the socio-political and economic environment that made 
possible the scandal; and second, to precisely identify the 
benefldarks and fix responsibility, the committee’s delibera¬ 
tions needed to be back^ up by painstaking technical work 
of a high order. However, the JPC’s labours, it appears, will 
produce neither any exceptional insights nor much twhnical 
ferreting of the nuances of the transaaions. Instead, the com¬ 
mittee seems poised to dish out a somewimt politicised rehash 
of the Janakiraman reports and newspaper revelations. 

At the broader level, the self-serving contention of the 
finance ministry—to bolster the case for its version of finan¬ 
cial Mctor liberalisation—that it was the co-existence of an 
over-regulated banking system with a relatively free and 
expanding capital marto opening up various types of 
’arbitrage’ possibilities between the two markets that was at 
the root responsible for the scam fails to hold water. Nowhere 
and in no situation can ‘arbitrage’ possibilities between the 
money and capital markets for short-term gains be 
eliminated. What we are talking about are no arbitrage 
operations but straightforward frauds on a massive scale 
encouraged by the authorities’ borrowed notions of finan¬ 
cial reform and innovation. This was the environment in 


which foreign bank branches here were allowed to run riot. 
Domestic banks for their part rwre egged on to enter para¬ 
banking areas. At the same time, money market rates were 
liberalised and a deliberate effort was made to link the money 
market with the capital market. Under incessant pressure to 
improve their profitability, Indian banks, taking their cue 
from major foreign bank branches, chose to forget their basic 
banking functions to concentrate on treasury operations. 
1 his was supported by exaggerated expectations encouraged 
among public sector undertakings and private sector 
companies of sky-high yields on their surplus funds following 
the ill-considered liberalisation of the money market and the 
link established between the money market and the capital 
market. The JPC chairman seems to have swalibwed hook, 
line and sinker the argument that the ‘over-regulated’ banking 
regime was responsible for the fraud, whereas it was in fact 
the liberalisation, at a stage When the Tinancial system was 
clearly not ready for it, that was to blame for the torrential 
flow of money from banks directly or through so-called 
portfolio management into the stock market. 

Another contention of the advocates of financial 
liberalisation has been that (here occurred serious lapses in 
the exercise of the Reserve Bank’s supervisory functions 
which enabled commercial bank officials and stock market 
operators to collude. But this is only half the truth. A more 
serious lapse of the Reserve Bank has been the total absence 
of what may be called ‘social audit' of the banks’ operations 
in terms of monitoring, appraisal and inspection of their 
lending functions. In the event, the banking bureaucracy was 
left free to concentrate on treasury operations and such like; 
to the detriment of their banking functions, in this respect, 
the culpability of the finance ministry, with its vast 
bureaucratic paraphernalia supposedly for monitoring 
banks’ performance, is no less. 

The other question of the details of the real beneFtciaries 
of the fraud and the eventual disposition of the fraudulently- 
raised funds is, of course, equally important. The JPC’s draft 
report shows little evidence of this question having been 
seriously addressed at all. Clearly, the committee’s own 
technicsd competence was limited and it failed to establish 
close links with the intelligence agencies and the income lax 
authorities to get at the truth. The size of the amounts 
involved are by no means limited to what the Janakiraman 
Committee’s reports have brought out. As the committee has 
itself pointed out, there are to be reckoned in addition the 
losses suffered by banks and other institutions which, 
because the so-called ready-forward transactions in securities 
could not be reversed, were left holding securities which had 
depreciated in value Overall, by the time it is finally through, 
the whole JPC exercise is likely . > prove to have been little 
more than an eyewash. 
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KASHMIR 

Deadly Intrigues 

ABDUL AHAD GURU, the renowned 
Kashmiri cardiac surgeon, who was killed 
in Srinagar recently, is yet another victim 
of the sordid political intrigues that con¬ 
tinue to mess up all attempts to bring 
about peace in strife-torn Kashmir. The 
assassination will become another number 
*n the growing list of ‘mysterious’ cases 
of killings which never get solved, with the 
government and the militants blaming 
each other. 

Whoever might have murdered him, the 
murder has dangerous political implica¬ 
tions, coming as it does in the wake of 
talks about the restoration of the political 
process in Kashmir with the appointment 
of a new governor and the announcement 
of a package of financial concessions. 
New Delhi spokesmen have as usual seiz¬ 
ed upon the assassination to blame 
Pakistan and the pro-Pakistan Hi/bul in 
Kashmir for- trying to subvert India's 
much-publicised offer of a solution- a 
story which is being sold by the home 
ministry through the national press. 

But given the known divisions within 
the government over the Kashmir policy, 
one cannot completely rule out the possi¬ 
ble acquiescence of certain powerful in¬ 
terests within the government apparatus 
in bringing about Ciuru's murder to send 
appropriate signals to the decision-makers 
in North Block. According to sources in 
Kashmir, the intelligence agencies and 
security forces have acquired immense 
power and have dcvelotK'd stakes in the 
continuance of the insurgency, thanks to 
the Centre's total dependence on them all 
these years fur information about 
Kashmir and formulation of policy on the 
basis of such information. If the centre 
now decides to shift its stress from the in¬ 
telligence agencies and security forces to 
the political forces (if we arc to believe the 
government's announcements), the 
nefarious coalition of intelligence agen¬ 
cies and security forces can quite 
understandably feel threatened by the pro¬ 
spect of loss of power—a power based on 
terrorisation of common ciii/ciis and 
bolstered by e.xiortions from them, all in 
the name of fighting terror ism. Iu main¬ 
tain this power of Ihens, they need the in¬ 
surgency, and are prepared lo go to any 
extent to provide evidence that Kashmir 
is not yet ready for a peaceful soliiiion. 

In this respect —although their intciesis 
may differ—the stakes ol the Indian 
security forces converge with 'hose of the 
pro-Pak militant outfits who are equally 
anxious to continue the insuiecncy and to 
maintain the unsettled conditions in 
Kashmir as long as the valle> does iu>t 
become a part of Pakistan, l or them, the 
solution is neither independence nor 
more autonomy within the Indian state, 
but total merger with Pakistan. Any at¬ 


tempt to move towards any alternative 
solution—however half-hearted or 
imperfect—threatens to upset their plans. 

It is in this context that Guru’s 
assassination becomes an ominous por¬ 
tent. .A fierce champion of independence 
for his homeland, he was yet not averse 
to joining any dialogue with Indians— 
even representatives of New Delhi—for 
the initiation of a process that would pro¬ 
ve less painful for his people to reach their 
goal. Men like him are considered a thorn 
in the flesh by those—both in the govern¬ 
ment and among the militants—who can 
survive and thrive only at the cost of the 
painful sufferings of the common people 
of Kashmir. His removal was therefore 
necessary and suits both the security 
forces and the pro-Pak militants. 

Significantly, Guru’s killing has follow¬ 
ed on the heels of I he assassination of the 
veteran Kashmiri Hindu trade union 
leader, Wanchoo, some lime ago. His 
elimination also suited both (he in- 
lelligence agencies and the security forces 
on the one hand, and the pro-Pak outfits 
on the other—the former because he was 
compiling reports of human rights viola¬ 
tion by the security forces and planning 
to send them lo the UN and other insiiiu- 
lions abroad, and the latter because his 
iininlerrupled slay in the valley was a con¬ 
stant reminder of the possibility of Hindu- 
Muslim communal amity in Kashmii, a 
factor that frustrates the efforts of the 
Islamic fundamcniali.sis to divide the 
Kashmiris along communal lines. 

I Ht tCONOMY 

Manag<;nient by S«‘crecy 

'(Hli governincni of India has decided not 
to release the customary tentative forecast 
of the south-west mon.soon this year. The 
India Meteorological Department (IMD) 
issues its south-west monsoon forecast in 
two stages. Based on a comprehensive 
study of the complex interplay of 16 
parameters relating to lempcralutc, winds, 
snow-cover, etc, the IMD prepares a detail¬ 
ed and quantitative forecast, generally in 
the second half of May every year. IMD 
scientists have, however, found that the 
values of 8 of the 16 parameters become 
known by about the first week of April 
every year, in fact, the mon.soon build-up 
pivK'ess start;, with the winter months atid, 
thou. It what the IMD scientists call the 
lull 'mulii-splcndoured' picture unfolds 
only iitwaids the end of May, it is possi¬ 
ble to assess with a Ian degiee of accuracy 
the bioad nature of the foithcoining mon¬ 
soon as early as iti the first week of April. 
I Ins is what the IMD scientists have been 
doing since 1988. Thc'y claim that their 
pielimiiiary forecast issued in the first 
week of April has proved accurate during 
the past five years, from 1988 to 1992. 

The IMD scientists' work based on the 
country's advance in space research and 


the multi-purpose INSAT operation 
system, has received acclaim from the 
worldwide meteorologicai community and 
established India's long-range monsoon 
prediction capabilities. These predictions 
have a wide range of users: policy- 
planners, agricultural scientists, community 
development workers, agriculturists and 
fisherfolk. The information also becomes 
a major input for projections of the couiv- 
try’s macro-economic performance. 
Rigorous econometric studies have shown 
that the weather is still the crucial factor 
in determining kharif production. 

Why then has the government now 
decided against releasing the IMD’s 
preliminary forecast of the coming mon¬ 
soon? An obvious inference is that, after 
five years of bountiful rainfall, the IMD 
scientists’ labours might have yielded a 
less than rosy picture of the mon.soon this 
year. If this is indeed the case, is the 
government justified in withholding the 
information from the public? It is true 
that speculative activities and inflationary 
expectations may be triggered by advance 
indication of a possible set-back to the 
199.1 south-west monsoon. The govern¬ 
ment is no doubt right to seek to curb 
these tendencies. But this the government 
ought to do not by withholding informa¬ 
tion regularly made available to the public 
in the past, but by appropriate policies, 
particularly in regard to supply manage¬ 
ment. However, this is where the govern¬ 
ment's position IS weak. With the food 
security system fragile, the public distribu¬ 
tion system at best patchy and private 
traders having firm control of the flow ol 
foodgrains and other agricultural pro¬ 
ducts into the market, the government's 
ability to contain speculation and infla¬ 
tionary expectations is well and truly 
limited. It is, therefore, led into resorting 
to what can only be called invidious 
methods of economic management, >uch 
as keeping back vital information from 
the people. What is no less disturbing is 
that when parliament was informed of the 
government's decision not to release the 
preliminary forecast of the monsoon, 
there was hardly any protest, not even 
from the opposition benches. 

Studies of food security, hunger and 
public action have yielded two major cxin- 
clusiotis: first, the extent of malnutrition 
and starvation is not determined by the 
level of domestic production alone but by 
the presence or absence of public action 
for better distribution and for improving 
effective purchasing power; and, second, 
the pressure on the government to under¬ 
take public action of this type is a func¬ 
tion of the degree of openness of the 
society. Availability of timely data and in¬ 
formation arc an essential aspect of such 
openness. And in that context the implica¬ 
tions of the govci nment's decision to keep 
back from the people the experts’ 
preliminary forecast of the next monsoon 
are ominous. 
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SCIENCE AND TECHNOLOGY 

Paper Plans 

THE Technology Policy Statement was 
tabled in February and is ostensibly 
^designed to further strengthen the Indian 
economy and assist the nation in fuinil- 
ing its role in the global economic environ¬ 
ment”. The thrust areas include energy- 
lelated technologies for conservation of 
land, water and energy resources for pro¬ 
vision and maintenance of health services 
and development of new drugs, medical 
deyices and their delivery, development of 
apiculture and allied agro-industries, 
mapping of natural resources, devising 
means and methods of protecting people 
fifom ruitural hazards, technologies related 
tb better transport and communirations 
and those relevant to a whole range of 
modern systems such as electronics and 
biotechnology, etc The statement further 
categorically states that a set of measures 
for the implementation of the policy is 
considered essential and goes on to 
elaborate actions which it considers as 
urgent. One would expect that such defini¬ 
tion of areas for early action would 
necessarily mean that budgetary alloca¬ 
tions would reflect the emphases. 

Not surprisingly, there seems to be a 
mismatch between the stated and real 
intentions of policy-makers. The 1993-94 
union budget allows for no doubts on this 
count: its thrust areas are what they have 
always been; atomic energy, defence and 
space. Of the Rs 4,800 crore allocated for 
research and development under various 
departments—representing a 24 per cent 
increase over IW2-93—atomic energy, 
space and defence account for 5S per cent. 

While it is true that the largest increase 
in allocation has been in the area of non- 
conventional energy, most of it is directed 
towards extension of existing programmes 
rather than for developing new areas. 
Moreover, the research and development 
allocation under the ministry of power has 
hardly gone up. This would imply that the 
‘thrust' areas in non-conventional energy 
are high profile areas which have been 
yielding little in terms of new develop¬ 
ments, while there has been a neglect of 
research in conventional energy systems. 

Perhaps the most telfing comment on 
the government's lopsided approach lu 
research for development is in this year's 
allocation for R and D in the area of 
health, which shows a nominal increase 
ofT.4 per cent over last year. The Indian 
Council of Medical Research, “the apex 
body in the country to promote, co¬ 
ordinate and formulate bio-medical and 
health research”, as the budget document 
puts it, has been spared only a meagre in¬ 
crease over last year’s budget wifh Rs 45 
crorc While the quality and content of 
medical and health-related research in the 


country may be open to question, the lack 
of appropriate financial allocations is a 
comment on the real priorities of the 
government. 

WOMEN’S RIGHTS 

Criminalising Abortion 

THE passage of the law banning abortion 
in Poland, after a nation-wide debate 
lasting over two years, marks a low-point 
for women's rights in the former com¬ 
munist countries of East Europe and also 
points to disturbing socio-political trends 
which may well have a negative impact on 
women's status in society. 

I^ist month i^)l^sh president l.cch 
Walesa signed a law which takes away 
from women a right which they hasc been 
exercising since 1950. It makes abortion 
illegal, with the aim of protecting “the life 
and health of a child from the iiiomcnt 
of its conception''. The law seeks to 
punish, not the woman, but the person 
who “causes the death of the conceived 
child” with two years' imprisonment. Rut 
the exemption of the mother, commen¬ 
tators have argued, is itself couched in 
such terms as to underline the state's 
refu.sal to treat women as “adult moral 
and social agents". Abortions may be per¬ 
formed only if there is serious danger to 
the health of the woman, if there is a 
threat of irreversible genetic defect or if 
the pregnancy is the result of crime— 
which are not the only, or even the usual, 
reasons why wotnen want to have abor- 
tion.s. In fact the availability of abortion 
services provides women with the right to 
make a decision based on a complex of 
circumstances, social, psychological and 
economic even after conception has oc¬ 
curred. While it cannot replace the 
availability of safe centraception methods, 
it represents a recognition by society and 
the political system that women aie 
capable of making such decisions about 
their reproductive needs. 

It is ironic that Poland where the move 
meni for choice—social, political and 
cultural—began under communism and 
was spearheaded by the Roman Catholic 
Church should have come the full circle 
with the church's archaic and represssivc 
norms receiving support from a govern¬ 
ment which came to power through mass 
support. This is especially so because 
popular .sentiment—as evident from 
signature campaigns and referendums— 
has opposed the abortion law. Yet the 
church has not only supported and push¬ 
ed through this law but has unleashed a 
series of anti-contraception measures such 
as punishing and hounding out those who 
use birth control methods. Sex education 
aimed at preventing pregnancies is con¬ 
spicuous by its absence in Poland. 

Abortion services had already become 
difficult to obtain in the last few years. In 
1991 the government had made it 


necessary for women who wish^ to get 
an abortion through state scrvicesTo' ob¬ 
tain consent not only from ho' doctor but 
from two gynaecologists and a 
psychologist. In May 1992 in a deliberately 
distorted attempt to enforce ethical stan¬ 
dards for medical practitioners, the Physi¬ 
cian’s Code forbade doctors from perfor¬ 
ming abortions on pain of losing their 
licence. All this had made it virtually im¬ 
possible for women to obtain abortions 
easily. The coming impact of the new law 
is already being fell: the criminalisation 
of abortion has driven it underground 
with enterprising operators organising 
‘foreign tours' for obtaining abortions 
outside IY>land. L.aierally this has given 
a new impetus to nask..ni women’s rights 
groups, such as the Solidarnosc Women’s 
C'ominission which has organised referen- 
dums in several large industries opposing 
the abortion law, and the more recently 
formed coalition, the Federation for 
Women and Planned Parenthood, which 
among other things seeks to urge inter¬ 
national bodies to protest against the law 
as a violation of human rights. 

The passing of the law is a pointer to 
the trend, especially in eastern Europe, 
which will reverse many of the gains of 
progressive movements for women. It 
represents the coming onslaught on 
women's rights which seeks to redefine 
women's role iti terms of family, tradi¬ 
tional values and national goals. The 
debate’ over abortion therefore must be 
seen as part and parcel of a larger canvas 
which includes such issues as control over 
women's sexuality and rea.ssertion of 
traditional values in the context of 
modernising systems. 

POLITICS 

Shot-in-the-Arm for BJP 

ITIE three recent judgments of the 
Jabalpur and Calcutta High Courts have 
unquestionably served to bring grists to 
the RJP's milLs. Not only has its national 
executive revived its spirit to work out a 
new aggressive strategy with the Ram tem¬ 
ple at Ayodhya as its centre-piece, the 
party has also displayed its characteristic 
audacity once again by defying the 
C'aicuita High Court’s injunction against 
mentioning the Ayodhya-relatcd develop¬ 
ments at its mass rally at the Calcutta 
maidan. Although it was only througbthe 
grace of the Calcutta High Court’s divi¬ 
sion bench that the party was enabled to 
hold the maidan rally, iiitad no compunc¬ 
tion to defy the court’s stipulation. 

Be that as it may, the crux of the recent 
developments is that within four months 
of its historic crime of forcibly demoli¬ 
shing the historical mosque, the BJP has 
shifted from its initial show of a certain 
contrition and is now poised to launch a 
new offensive against the established 
democratic polity of the country. The 
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p«ny. it leemt, hu also resolved the inci¬ 
pient disharmony at the leadership level 
that followed its own criminal follies and 
is now on its way to resolving the 
triangular struggles on the leadership issue 
among its three topmost stalwaus. 
namely .Advani, Vajpayee and Joshi. 

■By contrast' tne ruling Congrcss(l) 
pasenis a picture of conflicts and cross¬ 
purpose pulls at both political and 
oiganisational levels. While the Surajkund 
session resolution of conducting a war on 
communalism remains practically a dead 
letter, at the oiganisational level the atten¬ 
tion of the dominant leadership is focus¬ 
ed primarily on punishing its factional 
opponents who are incidentally identified 
with a more vocal anti-iUP posture. 
Moreover, the process of squeezing out the 
human resources development minister 
Arjun Singh, who has since the previous 
Tirupati AlCC session been seen as the 
most vocal champion of anti-BJP posi¬ 
tion, is making steady progress. His rank 
in the cabinet has been lowered and he has 
been excluded from most of the recon¬ 
stituted cabinet panels. Even the forma¬ 
tion of the vital cabinet committee on 
political affairs (CCPA) has been so far 
shelved, obviously to evade giving him a 
seat. 

The net result of these manoeuvres has 
been a deferment and weakening of the 
much needed war on BJP politics. In his 
short-sighted game of consolidating per¬ 
sonal power, the new Congress supremo 
is only seriously jeopardising the more- 
basic interests of his own party and in¬ 
cidentally of the country as a whole, in 
effect helping the BJP make a stronger bid 
for power. 

SOUTH AFRICA 

Murder with a Motive 

THE msassination of Chris Hani, the 
militant leader of the African National 
Congress and secretary general of the 
South African Communist Parly, is the 
kind of terrible incident which everyone 
«involved in the negotiations for an end to 
apartheid hoped would not happen. For, 
although Hani was not a key figure in the 
current negotiations, he represented the 
.quintessential rebel who had for years led 
the ANC’s military wing and inspired 
thousands. Hani was certainly unpredic¬ 
table: in 1990 while most ANC leaders 
were trying hard to maintain a balanced 
but distant relationship with the Com¬ 
munist Party, Hani openly declared his 
affiliation to it and while-most ANC 
leaders chose to involve themselves in the 
no doubt important process of talks and 
negotiations, Hani chose to go off to his 
native Transkei and renew contacts with 
his constituency and defiantly move into 
a white neighbourhood. While Hani had 
supported the negotiating process through 
the Convention for a Democratic South 


Africa (Codesa), those of h» MIowers 
who had been impatient with the slow 
movement of arriving at agreements 
among the 26 political parties, may, it is 
feared, regard Hani's murder as a focus 
for violent protest. Despite the response 
of the government in arresting a Polish 
immigrant and member of the pro¬ 
apartheid Afrikaner Resistance Movement 
and notwithstanding Nelson Mandela's 
appeal on television, violence has broken 
out. On April 14 in response to a call by 
the ANC, the Communist Party and the 
Congress of South African Trade Unions 
(COSATU) millions of blacks went on a 
one-day strike bringing life to a standstill 
in protest against the murder of Hani. It 
remains to be seen whether the Codesa 
meeting set to begin on April 19 will take 
place. 

The Codesa negotiations which had 
broken down last May following wide¬ 
spread violence had been resumed only 
recently. At its last meeting the processes 
fur discussing the agenda set for Codesa 
had been agreed upon—-a major achieve¬ 
ment in itself. There arc any number of 
contentious issues to be resolved, the most 
important of which is the nature of 
representation in a multi-racial system. 
The ANC seeks to have all political par¬ 
ties getting more than 10-15 per cent of 
the vote to be represented in proportion 
in the cabinet, a suggestion strongly 
opposed by the National Parly. The future 
of the security forces which have played 
a vital role in the maintenance of apar¬ 
theid is a thorny issue. Elections to the 
constituent assembly are to be held before 
April next year. 

Between May last and now several at¬ 
tempts were made to resume talks. The 
Inkatha has been threatening to disrupt 
the entire process unless the parly gets its 
due share of power and president de 
Klerk, for his part, while proposing the 
end of apartheid, has made contrary 
moves such as the most recent expansion 
of his cabinet with three non-blacks. The 
ANC has endorsed the national unity 
government with an agreement on power¬ 
sharing for five years. It wA> on some of 
these details of the ANC strategy to in¬ 
itiate a working relationship with the 
government that Chris Hani had differed. 

Clearly the ANC has a high stake in en¬ 
suring that the negotiations continue. On 
the other hand, given the underlying ten¬ 
sions ...id the growing impatience with the 
slowness of the process, it may be difFtcull 
to contain violent outbursts without a call 
for mass action to pressurise the govern¬ 
ment. In which event, the negotiating pro¬ 
cess will once again get delayed. In other 
words it is still a long haul towards the 
complete dismantling of apartheid. The 
danger is that the process will get more 
complicated with time and the easing of 
international pressure on de Klerk. 


TWENTY YEARS AGO 

EPW, April 21, URl 

Stories are being caiefull/viplaMed, in 
Cakuiu as well as in New Delhi, of a 
letuiaencc of extremist aaivities in MUm 
B engal. The legend of the Naxaliies is be¬ 
ing revived with a generosity not normally 
esio c iaic d with ofTidaldom, and despite the 
fact that this goes against the claim that law 
and order is now rirmly restored In West 
Bengal. The motives impelling ific 
authorities to say that they are saying 
therefore deserves some explpoiiion: 

Even as different factions wi^n the Con¬ 
gress fall out and start bashing one 
another’s heads, the police in the 
neighbourhood are overtalm by a crisis of 
identity.. During more leceAt weeks, the 
bickerings among the difrerent elements 
within the Congress have emerged above the 
surface; more often than not, and whether 
they like it or not, the forces of law and 
order have thus been directly involved. ^- 
sons belonging to the underworld who. in 
the course of the past few years, had got 
accustomed to receiving protection from the 
police by virtue of their alignment with orw 
or another of the Congress groups, now 
suddenly find themselves threatetied with 
extinction. For dear life, or, at the more 
mundane level, simply to save himself from 
the inconvenience of being served wi;h an 
order of transfer, the ofTioer in-eharge of 
the local police station prefers to identify 
himself with the cause of the dominant 
Congress faction in the area: the other fac¬ 
tions. therefore, have to run for cover. 

There can be little doubt, however, that 
some people, who till yesterday were under 
the benign protection of the police; are now 
back in the fold of the hounded. A new 
spirit of alienation the outcome of imra- 
mural Congress feuds is developing between 
the police and sections of the anti-socials. 
One has to give a dog a bad name before 
it can be hanged. Accordingly, a positive 
correlation should be observable in the 
coming momhs between the growing 
schisms within the Congress party and the 
rise in the quoted instances of extremist 
revival. 

At the same time, a diffeient kind of bird 
can also be killed with this single stone 
Assuming the Supreme Court were to strike 
down the MISA when«it comes round to 
delivering judgment on the case pending 
before it. the government would be in a jam. 
As the kttorney-^neral allegedly did nM in¬ 
dicate parliament would then have to be 
moved for passing, on an emergency basis 
an amending law empowering the 
authorities not to kt out the thousands who 
ate at present imprisoned under the act. The 
bogey of a come-back of the extremists, it 
is conceivably being hoped. wouM pul 
members of parliariKni in the proper frame, 
of mind to approve, without loo dMiied 
questioning, such a substitute piece of 
legislation. 
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IN THE CAPITAL MARKET 


Apple Industries 

APPLE INDUSTRIES has come a long way 
in six years having chalked out ambitious 
f rowih plans for fuluie to be a major player 
in India as well as abroad in all its 
businesses. In computer education, after 
having set up 120 centres in India, the com¬ 
pany has now gone global. A centre in 
Bahrain has already become operational and 
the centres in Dubai. Abu Dhabi, Sharjah, 
Muscat and Doha will be operational by 
June A venture to cater to Mauritius as well 
as the African continent is also being laun¬ 
ched soon in Mauritius. On the software 
export front, the company, through its sub¬ 
sidiary. Hexaware Infosystems, has an office 
funaioniiv in Boston, USA. Orders for over 
US S I million are on hand. Offices in this 
area will be opened next in London to cater 
to the European market and in Bahrain for 
the Middle East market. Apple Industries 
has been among the first few companies ap¬ 
proved by the SEBI for setting up a private 
sector Mutual Fund. The company is pur¬ 
suing foreign-investment institutions for an 
alliance The company's proposed 100 per 
cent export oriented granite project will soon 
start export of raw granite blocks pending 
setting up of the factory. In the first full year 
of operations, earnings in foreign exchange 
worth Rs 35 crore are expected. The com¬ 
pany's rinancial services division, which is 
active in the fields of consumer finance, cor¬ 
porate rinance, merchant banking and port¬ 
folio management, will shortly open offices 
in Dubai and Singapore. To part finance the 
ongoing growth plans, the company is enter¬ 
ing the capiul market with a rights-cum- 
public issue of zero interest, fully converti¬ 
ble debentures of Rs SO each aggregating 
Rs 121.88 crore. Of this, Rs 81.68 crore will 
constitute rights issue and the balance Rs 30 
crore public issue Out of the public issue 
a sum of Rs 10 crore has been earmarked 
for NRIs. The promoters will subscribe 
Rs 10 crore on the same terms. Each deben¬ 
ture of Rs SO win be converted into one share 
at a premium of Rs 40 at the end of six 
months from the date of allotment. The 
rights-cum-public issue will open on April 
22. The issue at'Rs 50 is priced lower than 
a likely Rs 54 under earlier CCI formula. 
The payment terms are made convenient; 
Rs 10 on application, Rs 20 on allotment 
and Rs 20 on call. The company has fared 
exceedingly well for the first half of the cur¬ 
rent year (i e, July to December 1992). 
Turnover has increased by 75 per cent to 
Rs 35 crore (Rs 20 crore). while gross and 
net profits have mote than doubled. Gross 
proOt has increased by 110 per cent to 
Rs 16.29 crore (Rs 7.74 crore) and net pro- 
Fii by 106 per cent to Rs 10.71 crore (Rs 5.21 
crore). The EPS on annualised basis 
amounts to Rs 13.10 The board of directors 
has approved an interim dividend of 25 per 
cent as a^nst a total dividend of 30 per cent 
lest year. 


Colour-Chetn 

Colour-chcm, now a subsidiary of 
Hocch.st AG, Germany (holding .50.52 per 
cent of equity capital), is offering rights 
shares to shareholders and a special allot¬ 
ment to employees as approved at the 
extraordinary general meeting held on 
November 26,1992. This is the second rights 
issue, the first having been made in 1961. The 
rights issue is of 1,92,572 equity shares of 
Rs 100 each at a premium of Rs 500 per 
share in the ratio of one share lor cseiy live 
shares held. The special allotment i.s of 9,567 
shares of Rs 100 each at a premium of 
Rs 5{K) each per share to the permanent 
Indian employees, including whole-lime 
directors, subject to a maximum of 20 shares 
per employee. The company's paid-up equity 
■capital, which afiei the preferential issue to 
Hoechst AG, sukkI at Rs 962.86 lakh, will 
incrca.se to Rs 1,165 lakh after the rights 
issue. The reserves of the company which 
stood at Rs 2,014.68 lakh as at March 31, 
1992 will increase to Rs 4,038.17 lakh by the 
addition of Rs 2,023.49 lakh to the share 
premium account. The augmentation of the 
resources of the company will speed up 
execution of the comprehensive programme 
of modernisation of zechnology, upgrada- 
tion of standards of operational safety and 
improvement of measures for protArtion of 
environment initiated since 1991. 


Jaihind Granites 
Industries 

The Bombay-based Bhansali group's 
chairman. F C Bhansali, is shortly coming 
out with a public-cum-NRI issue of 71 lakh 
equity shares of Rs 10 each for cash at a 
premium of Rs 8 per share aggregating 
Rs 1.278 lakh. The company has already ob¬ 
tained clearance from SEBI for the is.suc. Set 
up in 1986, the company is at present engag¬ 
ed in processing raw granite blocks and in 
bulk trade in related items. The company's 
present plant in granite rich Karnataka has 
an installed capacity of 26,640 sq metres per 
annum. The share capital issue is to finan''e 
(a) expansion of polished granite .slabs to an 
annual capacity of 46,640 sq metres, (b) ex¬ 
cavation of granite blocks from quarries, 
and (c) marketing/trading of granite slabs 
tiles, etc, through a chain of showrooms in 
India and abroad. The company has entered 
into an MOU with Stone and Equipment, 
Italy, for supply of polished granite slabs to 
them for a period of five years, to start with. 
Rs 73 86 lakh worth gangsaw from Gaspari 
Mcnotti, Italy, and Rs 89.14 lakh worth 
automatic eicciruhydraulic polishing 
machine from Thibani SA, France, have 
been imported for the project. These im¬ 
ported machines, along with indigenous 
plant and machinery, arc expected to be in 
stalled by this September and the Rs 2,148 
lakh project is expected to commence com¬ 


mercial production by October. The com¬ 
pany is setting up a chain of showrooms 
at Delhi. Calcutta, Bombay, Jaipur. 
Ahmedabad and Hyderabad in India and 
overseas at Dubai and New Ybrk to promote 
exports. According to the appraisal made by 
Indian Overseas Bank, the projections for 
the company after the new project begins to 
operate are as follows; total sales Rs 2,136.53 
lakh in 1993-94, and Rs 2,630.15 lakh in 
1994-95; profit after tax Rs 468.33 Ukh in 
1993-94 and Rs 607.39 lakh in 1994-95; and 
dividend 17 per cent in 1993-94 and 20 per 
cent in 1994-95. Prospects for the granite 
industry are very good. Polished granite is 
among the most popular building materials 
in the developed countries. The demand fw 
granite in construction is increasing in India 
too. India has some of the richest granite 
deposits in the world. One-third of the rough 
granite processed in the world is of Indian 
origin. But India's share in the world polish¬ 
ed granite market is hardly 3 per cent. The 
industry therefore has a good potential in 
the domestic and international markets. The 
company proposes to export at least ^ per 
cent of its output. Today Japan and Italy are 
the main markets for Indian granite 

Lakshmi Vilas Bank 

Lakshmi Vilas Bank, located at Karur in 
Tamil Nadd. has entered the capital market 
on March 8 with a rights issue of 9,64,746 
equity shares.of Rs 10 each at a premium 
of Rs 30 per share to the existing share¬ 
holders in the ratio of one equity share for 
every two equity shares held. The issue has 
not been underwritten since the management 
is confident that it will be subscribed and 
it will make good any shortfall in subscrip¬ 
tion. The main object of the issue is to im¬ 
prove own funds so as to comply with the 
capital adequacy norms prcscriM by the 
Reserve Bank for banks. Lakshmi Vilas 
Bank has paid a progressively higher divi¬ 
dend for the la.st three years, 18 per cent for 
1989-90, 20 per cent for 1990-91 and 22 per 
cent for 1991-92. The directors are confufent 
' that the profits of the bank will be adequate 
to maintain a reasonable dividend on ex¬ 
panded paid-up share capital. In ;99l-92, 
aggregate deposits rose to Rs 351.23 crore 
from Rs 267.33 crore in 1990-91 and ad¬ 
vances to Rs 162.82 crore from Rs 144.46 
crore. Total income was Rs 47.87 crore 
against Rs 37.41 crore and profit before pro¬ 
viding for contingencies and taxation 
K.‘ 930.48 lakh against Rs 567.14 lakh. Ibt>- 
fit after contingencies and taxation was 
Rs 360.51 lakh against Rs 182.83 lakh in the 
previous year. Deposits at the end of March 
1993 were Rs 420 crore and advarures Rs 230 
crore Profit after Ux in 1992-93 is estimated 
at Rs 400 lakh. As a result of the rights issue, 
the paid-up share capital will increase to 
Rs 289.42 lakh. Reserves will also rise by 
Rs 289.42 lakh to Rs 972.03 lakh. Foreign 
exchange business in 1991-92 was Rs 103.90 
crore registering a growth rate of 32 per cent 
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fiam Rs TIJtS crone in the previous year. The 
hank hat been authorised by SEBI as a mer¬ 
chant banker—category I. It has also applied 
for registration under Sec 12 of the SEBI 
Act, 1992. The merchant banking activities 
were started in 1989. During 1991-92, the 
bank mobilised Rs 160.12 crore through 86 
capital issues acting as underwriters and 
bankers. The bank is contemplating diver¬ 
sification of its activities by forming a sub¬ 
sidiary to undertake equipment leasing, hire- 
purchase, merchant banking, financial ser¬ 
vices, etc, subjea to necessary approval of 
the RBI. As per the former C'CI guidelines 
and on 12 per cent capitalisation, the equity 
premium in the rights issue works out to 
Rs 35 per share. The issue was scheduled to 
close on April 10. 

Grapco Granites 

Grapco Granites, an existing profit mak¬ 
ing and dividend paying company, is setting 
up a diamond tools project at Alwar for 
manufacturing cutting blades with diamond 
impregnated segments for the granite pro¬ 
cessing industry and a 100 per cent export 
oriented unit at Udaipur for manufacturing 
80,000 square metres of polished granite 


Jairaj Kapariia 

WITHDRAWAl. of central excise on all 
capital goods, that is, industrial equipment, 
tools and appliances, has been recommend¬ 
ed by a high level committee on indirect taxes 
which has now presented its interim report 
to the government and is to make its final 
report by the end of May. 1'he panel was set 
up along with the Raja Chcliiah committee 
which examined reforms in indirect taxes and 
recommended changes in tariff rates in its 
report submitted prior to the union budget 
and tabled in parliament on February 27. 

The proposals of reliefs in duties contain¬ 
ed in the budget have covered import of in¬ 
puts of raw material as well as capital goods. 
This makes the recommendation by the 
other comniiticc of withdrawal of excise 
duty on capital goods all the more pertinent. 
The committee is headed by the former 
chairman of the Central Board of Excise and 
Customs, K 1. Rckhi. In its interim Veport 
the committee has reviewed the position of 
excisable goodcand the rules governing them 
and suggested remedial measures. 

As for the main recommendation of 
abolition of excise on capital goods, the 
committee has deemed it as imperative since 
modvat credit is being denied for duty paid 
on capital goods. Even as the duty is 
withdrawn, the government will be raising 
three per cent of the levy amount, the com¬ 
mittee has maintained. This would be the 
position under the modvat scheme. In case 
the government is not willing to withdraw 
the duty on capital goods, the committee has 


tiles. 40,000 square meti» of granite slabs, 
and 1,00,000 square metres of marble slabs, 
sandstone tiles and slate tiles at an aggr^ate 
capital outlay of Rs 64.45 crore. To finance 
these two projects in part, the company is 
making a rights-cum-public issue of 
1,39,00,000 equity shares of Rs 10 each at 
a premium of Rs 8 per share—84,04,190 
equity shares on a rights basis to the existing 
shareholders in the ratio of one equity share 
for every share held and 54,95.810 equity 
shares to the public. The total cost of the 
projects as appraised by ICICI is Rs 68.02 
crore. ICTCT and IDBI have extended foreign 
currency loans of Rs 5.30 crore and rupee 
term loans of Rs 9.50 crore. The Alwar 
project is expected to commence commer¬ 
cial production in the second quarter of this 
year and the Udaipur one in the last quarter. 

1 he foreign collaborator for the diamond 
cutting tool project is Biidiam America 
Diamond Tools. The rights issue, which 
opened on April 14. will dose on May 14 
and the public issue will open on May 4. The 
shares will be listed on Bhubaneswar, 
Calcutta, Bombay, Delhi and Ahmedabad 
stock exchanges. ICICI and IDBI am the 
lead managers to the issue. 


suggested an alternative wherein modvat is 
extended to capital goods in five annual 
instalments. In modvat itself, the commit¬ 
tee has suggested that credit actually taken 
lor inputs alone should be reversed when 
inputs with modvats have to be cleared from 
factories. 

I'he Rekhi committee’s other major 
recommendation is the creation of an in¬ 
dependent body, called national cla.ssirica- 
lion committee as a statutory body under 
the chairmanship of member (budget) of the 
Central Board of Excise and Customs and 
with representation of trade and industry 
through the MCCI, ASSOCHAM and the 
Confederation of Indian Industries, to ad¬ 
judicate on tariff rulings. The rulings of such 
a committee would be binding on the 
authorities as well as the asscssccs. In the 
opinion of the committee, such a body has 
bwome essential in order to overcome the 
handicaps of the existing system and to 
“iii-.part some certainty and finality to our 
highly complicated tariff structure". Not 
only are rulings passed without any con¬ 
sultation with either trade or industry, but 
they are also not binding on quasijudicial 
and appellate authorities and on the 
assessecs. 

The committee has been similarly frank 
on the operation of self-as.xessmenl and the 
'green channel' for examination and 
clearance of imported cargo (the selection 
of categories of importers as well as products 
is unduly restrictive), the duty drawback 


system (which is cumbenome andaubject to 
inordinate delayc, leading the conmi(tee to 
suggest that for delay beyond IS the 
drawback amount should be paid with 
inlerest) and the decisions uken by coilcc- 
lor (appeals) (these often are taken by the 
collector under a ‘fear psychosis’: so in place 
of one collector, the committee recominends 
a bench of two collectors with the jurisdic¬ 
tional principal collector as the third 
member to iron out differences of opinion 
between the two member collMors). 

Focusing attention on procedural matters 
like this, the committee has addressed itself 
to the treatment of deemed exports and 
recommended the ending of the dichotomy 
between deemed exports and actual exports 
by putting the former on par with the latter. 

MYSORE CEMENTS 

Non-Government 
Demand Buoyant 

Record gross sales of Rs 285 crotc: up by 
23 per cent over the previous year, improved 
plant utilisation capacity of 103 per cent 
against 88 per cent previously, and cement 
production rising from 15,06,378 tonnes to 
16,43.889 tonnes and so also cement despat¬ 
ches from 15,08,294 tonn« to 16,10,146 ton¬ 
nes. are the features of the working and 
financial results of Mysore Centents during 
the year ended March 31, 1992. These have 
rcllcctcd, as the directors state in their 
report, the full advantage of the modernisa¬ 
tion programme in recent years with plant 
productivity and economies of production 
showing improvement. The directors have 
pointedly mentioned a slackening of govern¬ 
ment demand due apparently to budgeury 
cuts. Government demand amounts to more 
than 30 per cent of consumption of cement 
in the country. But larger despatches and 
increased sales turnover demonstrate that 
non-government demand for cement «ns 
buoyant, and though the directors observe 
that the cost increase of about Rs 220 per 
tonne of cement had not yet been compen¬ 
sated by improved realisation in open market 
sales, the company marie the most of the 
enhanced demand as is observed in profits 
recording a smart rise. 

The position is also assured for the year 
1992-93. Though the government has fixed 
a production target of 58.85 million tonnes 
of cement for the year, production by the 
large cement plants will amount rmly to 55 
million tonnes against 5(3.5 million tonnes 
in 1991-92, and with 3 million tonnes com¬ 
ing in from the mini cement plants, the total 
availability will just about correspond to 
actual demand of 58 million tonnes. 

The company is enhancing its capacity 
further, with a new cement plant of 5 lakh 
tonnes at Damoh. MP, to beomie operative 
in the second half of this year. Together with 
other measures of improved productivity, 
this is expected to take the capacity to 2 
million tonnes per annum from the existing 
15.95 lakh tonnes. The company also pro¬ 
poses to establish a new cement plant with 
a capacity of 1.4 million tonnes in Raipur 
district in Madhya Pradesh where it has been 
licensed limestone prospecting and has 
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iuined the work almidy. A proposal has 
been made to the IDBI for revival of a sick 
cement unit. Meanwhile; the joint venture 
in Malaysia it ready to commence trial runs 
of oleochemicalt with India-made equip¬ 
ment which has been exported by the com¬ 
pany for the project. 

In onler to improve the flnanciai position, 
repay certain maturing obligations and meet 
ongoing capital expenditure, the company 
has decided to make a Rs 176 croie rights 
issue of fully convertible debentures. At the 
same time, fixed assets have been revalued 
again, after an exercise to this effect in 
1989-90. Whereas then it covered the 
Ammasandra and Oamoh plants, this lime 
it covered all the three plants, including the 
one at Jhan.si. Accordingly, the value of fixed 
assets as on March 31, 1992, has increased 
by Rs IS2 crore (gross) and accumulated 
depreciation by Rs 32 crore resulting in a net 
increase of Rs 120 crore, which has been 
credited to capital reserve (revaluation) ag¬ 
gregating now Rs (84 crore. Oeprccidtion for 
the year includes Rs 7.84 crore (1991, Rs 7.41 
crore) in respect of increased value of fixed 
assets due to revaluation which has been 
debited to profit and loss account and an 
equivalent amount has been transferred 

Th«* Week's (Companies 


,fm capful reserve fievaluatkm) to profil 
ami loH account. Besides, Rs 39.98 lakh has 
been transferred from capital reserve 
(revaluation) to the revalued asset account 
to the extent it peruins to fixed assets 
sold/written off during the year. 

Investments have recorded a substantial 
rise from a figure of only Rs 77 lakh in the 
previous year to Rs 1,019 lakh. This is owing 
to investments made in debentures i.s.sucs of 
group companies. Rs 208 lakh in Cimnico 
and Rs 224 lakh in VXL India. In the latter 
company the investment in equity shares has 
also gone up from Rs 21 lakh to Rs 292 lakh. 

MM RUBBER 

Slack Demand 

MM Rubber Company has suffered a slide 
in business and reported a net lo.ss of Ks 19 
lakh for the year ended March 31, 1992, 
following which it skipped dividend and on 
writing off the loss reduced the amount in 
general reserve from Rs 157 lakh to Rs 138 
lakh. Howesei. during 1992-93, the company 
ha^wiinessed a revival and has projected a 
strong foam market. This is Afidenced also 
by the company's equity quoting twice the 
face value at Rs 23 currently. 

fKs lakhf 


I«r 1991-92 foam division sales amoun¬ 
ted to Rs 9.99 crore againttl Rs 18.42 crore 
in the previous year. Sales were aflqpted for 
about four months due to a demand reces¬ 
sion experienced by the two-wheeler in¬ 
dustry. .Subsequently, the position was nor¬ 
mal. Sales of mattresses and pillows were- 
maintained even as the excise duty was hiked 
from 66 per cent ad valorem to 69 per cent. 
More than a slack in the market for foam 
upholstery, it is a newly started latex gloves 
division to which the directors have put 
down the loss incurred during the year. Steps 
have since been taken to convert the division 
for making special gloves, such as surgical 
gloves, and regular production started in 
1992-91. BOfP film sales increa.sed from 
Rs 9.82 crore to Rs 10.83 crore, and though 
a labour dispute m the factory at Ranipet 
resulted in loss of two week.s' pntduction, 
a three-year agicemeni reached with the 
workers’ union is to en.sure smooth working 
of the division. Capacity of the BOPP plant 
is being expanded from 800 tonnes per an¬ 
num to I,INK) tonnes. A further rights issue 
was projected by the company for this, after 
it made an issue ol rights shaics in the pro¬ 
portion of l;| foi cash at par in l991'-92. 


(.'otif«‘n>nrf on India and ASKAN 

WORl l) IRaDI C LNIRE, Bombay, is 
organising u iiiajoi international conference 
on ‘liidu,i and ASEAN; F^irlncrs in Progress’. 
Pranab Miikherjec, niinisier of commerce, 
will be the chief guest and will inaugurate 
the seminar on April 29. Keshub Mahindra, 
noted industrial:'I and president of the 
Centre, will preside. The seminar will be 
attended by distinguished personalities from 
business, industry, government, diplomatic 
missions and World Trade (’cnircs from the 
ASEAN countries. 

The seminal is being organised by the 
World Trade Institute (WTI), the educa¬ 
tional wing of the World Trade Onirc, as 
^ part of its ongoing programme of activities 
like scminais, woikshops and training aimed 
at developing, the foiiridaiioii for a new 
export culture. In addition, the WTC, the 
first of its kind in India, offers to the 
business community several facilities and 
support scivices in keeping with its objec¬ 
tive of being a catalyst in the development 
of international trade and commerce for the 
country and the region. The Cenlie is an 
active member of the World Trade Ceniics 
Association, headquartered in New York. 

Policy-makers in governments and in¬ 
dustry Irom several countries are looking 
iorward to the thinking of different groups 
ol people so as to take advantage of the 
many changes that have occurred and lo 
plan their respective responses. In many ways 
this is a virgin field. The Bombay conference 
will review the relevant subjects in the 
plenary sessions and engage in panel discus¬ 
sions with Asia's noted industrial giants. 
Recommendations emanating from the con¬ 
ference will, it is hoped, help government 
and industry. 


i-’inaiicial Indicator!. 

Mysore Cements 

MM Rubbers 

Match 

1992 

KllfW 

1991 

Mam 

1992 

TvfilSF 

1991 

Ini'omr/exprmrx/pmfiis 

Net sales 

24540 

19664 

1720 

1560 

Excise duty 

4041 

3406 

385 

469 

Ollier income 

237 

149 

12 

22 

Increase (dccrcascl in j'car-end 
finished stsKk 

922 

92 

23 

62 

Raw maleriaU coiisu.ncd 

3786 

2753 

867 

829 

Power and fuel 

7098 

5840 

86 

82 

Other manuraetuiing expenses 

3326 

2679 

49 

44 

labour cost 

1053 

919 

173 

162 

Other expenses 

4119 

2910 

428 

382 

Operating profiis 

6318 

4804 

151 

146 

Interest charge.s 

2009 

1993 

123 

101 

Gross profits 

4309 

2811 

28 

45 

Ucpreciaiion 

1943 

1855 

47 

51 

PioTils before lax 

2364 

956 

-19 

-6 

Tax (irovision 

.. 

— 

_ 


Fronts after tax 

2364 

956 

-19 

-6 

Dividends 

410* 

394* 

_ 


t.kibililiei/assfis 

Paid up capital 

2103“ 

2I03*’ 

199 

100 

Reserves and surplus 

22782 

9527 

2.54 

273 

long term loans 

12337 

11980 

418 

456 

Short term loans 

2418 

1^83 

177 

181 

Other liabilities 

5356 

4966 

249 

223 

Gross fixed assets 

52384 

35029 

754 

7|2 

Accumulated depreciation 

17840 

12046 

316 

269 

Inventories 

4356 

3200 

413 

399 

Of-which finished goods 

1937 

1015 

237 

214 

Receivables 

2000 

1639 

272 

265 

Loans and advances 

2391 

1872 

84 

.>4 

Cash and bank balances 

686 

387 

84 

71 

Invest mcnis 

1019 

77 



Other assets 

_ 


7 

_ 

Total liabililicv/assels 

44996 

.10158 

1298 

1233 

Key financial tanox 

Tbrnover ratio 

0.55 

0.65 

1.33 

1.27 

Return on sales W 

17.56 

14.30 

1.63 

2 88 

Return on invesiincni^ 

9.58 

^.32 

2.16 

3.65 

Return on equity (4V) 

10.38 

10.03 

-4.19 

-1.61 

Earning per share 

12.30 

4.97 

-0.94 

-0.60 

Dividend (W) 

20 

17.50 


Book value per share iKs) 

32.90 

22.51 

18.87 

29.71 

Current market price 

65 

_ 

23 


P/E rarip 

5.28 

— 

22.06 

— 


* Rs 25 lakh pveference dividend. •• Rs 180 lakh preference share capital. 
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RANDOM REFLECTIONS 


An Agenda for the South 

Arun (fhoRh 


At a time when the ASEAN countries as well as China favour the 
articulation of a broader agenda for the south countries, should 
India regard this task with indifference? 


A MAJOR eveni in the eapilal ha\ 
recently ^onc unnoticeii hy the media. 
Julius Nyercre, chairman and architect ol 
the report uf the South C'ummissioii, 
spent f^our days in the capital to attend 
(and address) a c(>nfcrcncc i>t intei- 
national experts from Asian cniiiUnes 
jointly oriianised hy the rcscaith iiul 
intoimaiion systems ul non alif.iicd and 
other de\'elopin(.> cunntiles anil ths- south 
centre at (icncva. sel up lo take lollow 
lip action on the report of the South 
C'oininission. 

Stranttely. even the inauguration 
of the conlercnce bv vice presidcni 
K R Narayanan went generally unnoticed 
by the media -a sad rcllection on the 
priorities and the picscnl mental make up 
of ‘newshoiinds’ in this country. 1 he 
meeting wa.s attended and addressed, 
among others, by foreign minister Dinesh 
Singh who metitiuricd, inter alia, that 
Asia had models of development of its 
own, such as provided hy China, Japan 
and Korea, and that we should not ape 
western countries—and by people like 
Julius Nyerere, Solita Collas-Monsod 
(formci menibci of the .South C'ommi.s- 
sion) of Philippines. Rehman Sobhan 
from Bangladesh. Shi Mm tiom the 
Peoiile’s Republic ol (.'hiiia, Ki Young 
Chung from Korea, Ian Sri Daio’ 
R V Navaratiiaiii Horn Malaysia, Than 
Nyun from Myanmar, Rishikesh Shah 
from Neiial, Joseph I an from Singapvrre, 
(.iamaiii (urea, (.iodfiey Ciiinatilleke 
and l.al .layauardene tioni Sri Lanka. 
Nguven fjuoo Uuiig frmn Viet Nam, l-eng 
Yiishu ((rom the World Bank, stationed 
at Heijing). A/i/til Islam from the 
ESC.'AP, Krishna Ahuja f’atel from 
Geneva, and a wide array of e.xpeiis 
from India including (i Harthasarathy. 
P N Dhai. K N Ra). I Ci Patel K S Krish 
naswamy, C 11 Hanumantha Pao, 
Cl S Uhalla, Suretidta I'atel. V .S Vyas, 
T N Krishnin, Kitit Pankh, Suniitra 
Chishti, N S Siddhartban. Jasju Singh,’ 
Muchkund Dube, V (iaunshankar. 
S P Slnikla, Ashok Khosla, Vned Vya 
sulu, Ashok Paithasarathi, N Vaghiil, 
P K Panchamiikhi, Srinivas Madhui, 


Kalyan Raipuria and Shovan Roy (and 
a host of other experts who flitted in and 
out). 

f or such a meeting to go entirely un¬ 
noticed by the news media is strange, 
to say the least, especially when the meet¬ 
ing was inaugurated by vice-president 
K R Narayanan, and the participants 
were entertained to a dinner given by 
fitiarice minister Manmohan Singh. For, 
even a.ssummg that the RIS secreiariat 
may not have specifically invited impor¬ 
tant news commentators and editors to 
the conference, surely, the media keeps 
track of the movements of the vice- 
president and the finance minister of 
India! To be sure. Doordarshan showed 
the vice-president inaugurating the con- 
feicnce and Julius Nyerere (separately) 
calling on the prime minister of India. But 
one has come to expect such events to be 
relayed by the Doordarshan; somehow 
even these shots did not arouse interest 
in the news media in regard to what had 
brought Julius Nyercre to this country, 
and what conference had been inaugu¬ 
rated by the vice-president. It is pathetic 
to see the total di.sinlere.sl of the news 
media III such an important gathering, 
when visits by tuppeny-ha'penny indus¬ 
trial magnates from any OliC'l.) country 
get columns of gushing reports on what 
they have to say on the ongoing economic 
reforms in India. 

Well, the conclusions of the above at¬ 
titude aie obvious and .somewhat painful; 
bin let tis not spell them out. A brief 
report on ihe three-day deliberations of 
ex|XTts from all over Asia, including some 
hard-headed bankers (like Tan Sri Nava- 
ratnam from Bank Buruh of Malaysia) is, 
however, in order. And what is important 
to record is the substantial—indeed, signi¬ 
ficant-degree of unanimity and accord 
on some issues facing the developing 
countries generally, and the Asian coun- 
'rics m pailicular. 

The RIS secreiariat would doubtless 
come out, m the fullness of lime, with a 
document iccording the areas of consen¬ 
sus as well as some of the views expressed 
by the participants on some major issues 


But, such a document may or may not 
reach the policy-makers in India. In any 
case, one is not sure how much time and 
attention would be given by the policy¬ 
makers in India to such a document. It 
is of some importance, therefore, to at¬ 
tempt a brief outline of some of the im¬ 
portant points that came up again and 
again in the course of discussions in this 
conference. 

In a way (he tone was set by the 
inaugural address by vice-president 
K R Narayanan on Sunday, March 28. 
followed up by an address by Julius 
Nyerere. The vice-president drew Ihe at¬ 
tention of the participants lo Ihe emerging 
trends in the world, where Ihe present 
scenario I efiects worldwide concern with 
problems of 'geo-economics’ rather than 
‘geo politics'. In a very subtle manner, 
Narayanan summed up what may be 
dbemed to be the essence of the emerging 
problems of the world, wherein depen¬ 
dence and inter-dependence are getting 
curiously mixed up. wherein new regional 
groupings and new concepts in regard to 
international co-operation make the tasks 
of the developing world increasingly more 
difficult. 

Julius Nyerere was expectedly more 
forthright. FIc drew attention to two im¬ 
portant facts. First, he focused on the in¬ 
creasing economic importance of Asia in 
the world, which is now duly recognised 
as a threat by western Europe and north 
America. Equally, he regretted that the 
growing strength of Asia is yet to be 
reflected in a growing .solidarity among 
Ihe developing countries generally, and 
even among the Asian countries, which 
could provide a belter balance in Ihe com¬ 
ing world. Julius Nyerere recalled the 
days from 1947 when Jawaharlal Nehru 
first called a meeting in New Delhi, lo 
discuss Asian Economic Relations, to 
Bandung in 1953, when it wzs politically 
decided that greater economic co¬ 
operation among the developing countries 
was a matter of supreme importance; to 
developments till the latc-80s. He felt that 
Asia would provide Ihe growth impetus 
to the world economy; and that historical¬ 
ly, Asia had played the role of leader of 
the third world. Julius Nyerere did not 
fail to record his regret that the leader¬ 
ship once taken by India, in the forum of 
the NAM, was no longer visible in the 
m.~tier of solidarity of developing coun¬ 
tries in a new ‘geo-economic’ setting to 
which vice-president Narayanan had 
referred; and he hoped that India would 
not abdicate its role. 
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To • large extent, these two important 
speeches set the tone for the deliberations 
of the conference over the next two and 
a half days (over March 29-31). The first 
day was devoted to a general discussion 
of development paradigms and strategies 
in the Asian setting. The second day was 
devoted to a discussion of three specific 
issues: an Asian Economic Area, the 
Problem of External Debt Management, 
and the Problem of Food Security in 
Asia. The ftnal half-day was devoted to 
a discussion of an Agenda for the south 
during the 90s. 

It is a matter of some importance to 
note that from the widely divergent pers¬ 
pectives of the different participants 
(fnnn different countries) revealed on the 
first day, there emerged, on the. silCond 
day, a near unanimity—and certainly a 
broad consensus—on most issues on the 
second day. And, if the participants were 
not able to agree on a specific document 
on the third day, it was only because of 
lack of time. The organisers may not have 
anticipated that such a near unanimity of 
views would emerge in the conference; 
and no draft document was ready for 
consideration and approval. Also, be¬ 
cause of the programme, many of the 
delegates were anxious to catch the after¬ 
noon/evening flight out of Delhi on the 
31st, and there just was not enough time 
to even prepare (let alone discuss and 
approve) a document recording the 
remarkable consensus of views round the 
table. The conference had started thin¬ 
ning out even before it came to a close. 

But that is not the point. The delegates 
did not leave because they were not inter¬ 
ested in the proceedings; unfortunately, 
they had confirmed plane bookings. It is 
for this reason that it is important to 
record some of the conclusions on which 
theie was unanimity—and some areas in 
which there was broad consensus—of 
views among participants coming from 
widely divergent backgrounds, from 
countries in widely different stages of 
development, and subscribing to some¬ 
what disparate economic philosophies. 

External Economic Environment 

There emerged a general consensus 
among the participants about the gncrally 
unfavourable economic environment in 
the world that has now evolved, to the 
detriment of developing countries. While 
the need was emphasised for all countries 
to raise the level of their own domestic 
resources—to raise themselves up by the 
bootstraps as it were—the need for in¬ 
creased how of resources to developing 
countries was not denied. It is in this 
context that the external environment 
today has become unfavourable. Com¬ 


modity prices continue to be low and 
militate against primary commodity pro¬ 
ducing countries. The emerging ne^s of 
capital of the eastern European countries 
have put .severe limits to the flow of 
resources from the OECD countries 
to the developing world. The problem 
of external debt continues to haunt 
many countries. 

The external debt problem was an area 
of general concern among most partici¬ 
pants. In fact, even some hard-headed 
bankers felt that the international lending 
agencies (like the World Bank) should be 
induced to share the risk of financing 
development plans which may go awry. 
Sometimes external factors like declining 
commodity prices adversely affect deve¬ 
lopment plans which may have been 
drawn up under assumptions which no 
longer hold good. On occasion, there are 
other factors beyond the control of the 
aid-recipient countries. ‘Tied aid’ has cer¬ 
tainly tended to increase project costs and 
make for non-viability of development 
works. As of today, the risks of failure 
of development programmes are borne 
entirely by the tmrrowing countries. A 
commercial bank has to make provision 
for bad debts; but international lenders 
like the World Bank do not do so. There 
is a clear case for rescheduling/restruc¬ 
turing forgiveness of debt, as may be 
appropriate in each case. It was pointed 
out that the developed world has stopped 
worrying about the ‘debt problem’ be¬ 
cause the Paris Club as well as most of 
the commercial banks involved have 
managed to restructure commercial debts 
to Latin American countries. It was 
pointed out that the special treatment to 
Poland and Egypt needs to be repeated 
for many other countries. However, the 
‘environment’ today was not quite favou¬ 
rable for any renewed (and significant) 
flow of resources from developed to 
developing countries. This is one area 
where co-operation within (and among) 
countries of the south may help to both 
change the scenario and make for a 
renewal of confidence which may induce 
the flow of private capital to developing 
countries of the south. 

Considerable discussion centred round 
the emerging international trading 
system, the progress of talks under the 
Uruguay Round, the manifestly unfair 
provisions which militate against develop¬ 
ing countries under the proposals known 
as the Dunkel Draft Text (for the reform 
of the GATT). In fact, this was one area 
wherein there emerged a near unanimity 
of views, especially because the present 
proposals permit Regional Groupings 
(like the ECM and the NAFTA), are soft 
on the dismantling oi trade barriers on 
simple manufactures like textiles, and yet 


quite hard on any form of protection by 
developing countries. All deie^tes felt 
that no matter what individual differences 
may exist among the Asian countries, 
they should actively pursue the idea of 
joining together on trade and other eco¬ 
nomic issues, first, among neighbouring 
countries and gradually extending such 
co-operation among all Asian countries. 

Food Security 

This was another area where near 
unanimity emerged; and many delegates 
expressed deep concern about xYne potitUs 
of food aid, which underscored the im¬ 
portance of achieving food security for 
Asian countries to begin with and exten¬ 
ding it to countries in Africa. 

The need for food security has many 
facets. Agriculture still remains a ‘way of 
life’ in many Asian countries, and the 
Dunkel proposals for GATT reform 
militate against ‘food security’ in diverse 
ways. Of particular concern in this 
context is the provision regarding Intellec¬ 
tual Property Rights in respect of genetic 
mutations of seed varieties. This was an 
area on which there was unanimity and 
there was a consensus on the need for 
greater diplomatic interaction between 
developing countries on this particular 
issue. In fact this issue is one of some 
urgency because the US and the Euro¬ 
peans could come to an agreement on the 
subject of agriculture (in GATT), which 
would then pave the way for the new 
arrangements to come into force. There 
is, therefore, urgent need for a united 
view to be presented by Asian countries, 
and it was only the absence of time—or 
the absence of a draft declaration on this 
issue which could be debated—which 
prevented the adoption of a resolution on 
the subject by the conference. 

Food security could also be ensured by 
operationalising a common food reserve, 
an issue which needed to be debated 
among all countries of Asia. The experi¬ 
ence of a small foodgrains reserve (of ap¬ 
proximately 2,00,000 tonne*.) for the 
SAARC countries had not been particu¬ 
larly good, but that was not enough 
rea.son to be discouraged in regard to the 
build-up of a common food reserve which 
may both help countries to maintain 
smaller reserves individually, and help 
them to resolve temporary shortages 
without having to yield to political 
pressures on the matter of food aid. 

Other Ivsuls 

T here were wide-ranging discussioas on 
a variety of other issues during the con¬ 
ference. Obviously, the full debate cannot 
be reproduced here. But there was unani- 
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mity in regard to several issues on which 
no precise solutions emerged. First, while 
there was agreement on the need Tor in- 
creased south-south co-operation, there 
was no clarity as to how precisely this can 
be brought about. Secondly, there was 
unanimity in regard to the ne«i for coun¬ 
tries of the south—all of them indivi¬ 
dually—to regain their dignity. But how 
does one bring about renewed (or re¬ 
stored) dignity in countries of the south? 
There are many things the countries of the 
south have to do themselves, in order to 
regain their dignity. Of basic importance 
in this context is ‘self-reliance*. But of 
great urgency in this context is-the role 
of education, and the role of women in 
society (and therefore the primacy of the 
need for the education of women, which 
is likely, inter aiia, to also reduce the rate 
of population growth). It was emphasised 
that women had to play a crucial role 
in the development process. There was 
agreement in regard to the acute problem 
of energy supply, and reference was made 
in this context to the problem of a ‘sus¬ 
tainable life-style’ to which the western 
countries need to adjust themselves. The 
problem of technology transfer, and more 
importantly, the adaptation and develop¬ 
ment of technology by the developing 
countries was highlighted. 

Reference was also made to the pro¬ 
blem of the arms race and particularly, 
of the proliferation of small arms throu¬ 
ghout Asia which poses a threat to order 
and stability which arc essential for 
development. 

These are only some of the i.s.sues 
discussed on which there was general 
agreement among all participants. What 
is particularly encouraging was the an¬ 
nouncement by Nyerere that the South 
Centre at Geneva—set up initially for a 
period of two years—is likely to continue 
to function, so that it can spearhead more 
such debates and interactions among pro¬ 
minent experts in all developing countries. 
Governments arc, by definition, slow to 
move; and there is increasing need for 
mobilising both public opinion and expert 
opinion, sc that governments can be in¬ 
duced to initiate action on a ‘people- 
centred' pattern of development and of 
economic policies. A diplomatic initiative 
in the matter of the Dunkel proposals for 
GATT reform is only one such area. It 
is possible that our policy-makers arc not 
even aware of the near unanimity of views 
that exists among expens in all Asian 
countries on this issue. 

But, over a longer term, there is need 
for aniculating a broader agenda for the 
south countries. At a time when the 
ASEAN countries as well as China favour 
such a development, should India look at 
such developments with indifference? 
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COMMENTARY 


Anti-Muslim Pogrom in Surat 

Jan Bremaii 


Sural is basically one big transit camp of labour. These footloose 
proletarians are subject to repression and exploitation in a 
capitalist framework remarkable for its nakedness and rawness. 
The orgy of violence which broke out in the second week of 
December last has to be seen against this backdrop. 


SURAT is an old mercantile centre on the 
west coast of India. Situated at the mouth 
of the Tapi river the town was already an 
imponant international harbour long berote 
the beginning of the colonial era. Both the 
British and the Dutch East India Company 
made Surat their entry point when they first 
came to south Asia. Iraces of the early col¬ 
onial history can still be found, e g, Valanda 
Bandar, the site of the Dutch factory now 
changed into a public garden, and a 
monumental cemetery where sailors and 
agents of the Dutch EIC were buried. In the 
linage of colonial literature Europeans 
dominated during the 17th and 18th cen¬ 
turies but the urban economy and the 
linkages from Surat with the subcontinental 
hinterland were firmly controlled by a coali¬ 
tion of Muslim, Hindu and Parsi commer¬ 
cial interests. 

The old fame has made way for new glory. 
After a period of stagnation and decline 
under late-colonial rule Surat has re-emciged 
towards the end of the 20ih century as one 
of the major industrial bases in west India. 
Within a period of barely 2S years the city’s 
population has grown from less than 
5,00.000 in 1971 to nearly 17,00,000 in¬ 
habitants at the beginning of 1993. The 
agglomeration has become one big industrial 
workplace characterised by a highly varied 
pattern of small-.scale enterprises. Not fac¬ 
tories and mills but huge numbers of rather 
austere sheds, workshops and ateliers mark 
the urban scene. The n^ economic boom 
has of late been backed up by the establish¬ 
ment of a vast petrochemical complex 
situated immediately on the sea front at a 
distance of 20 km from the city. At night the 
flames burning agains*. the sky of Hazira can 
be clearly seen, signalling the new wealth 
made out of the natural gas found in rich 
reservoirs on the Bombay High in the 
Arabian Gulf. The influx of national and 
international capital together with advanced 
technology and high-powered management 
have given rise to a totally new, futuristic 
landscape. However, the workforce in this 
modern-industrial enclave is very modest in 
size, a salariat of not more than a few thou¬ 
sand highly skilled and paid technicians. 
This labour aristocracy is housed in separate 


townships built next to the Hazira work 
plazas. These campuses are equipped with 
all facilities: shops, bank and post office, 
power plant, hospital and sportfields. The 
houses and clubs are internally differentiated 
according to work grade and pay-scale but 
each township is a fortress of comfort and 
modernity. The orderly life within these neat 
compounds, fenced off with walls and pro¬ 
tected by security guards, contrasts sharply 
with the uprooted and miserable existence 
led by the majority of the people dwelling 
or floating somewhere and somehow in the 
Surat metropole. The teeming mass to be 
found here is mainly employed in power- 
looms, diamond workshops and other 
industrial ateliers, most of which employ on 
average 10 to 50 workers at best. This 
multitude of small-scale enterprises is not 
concentrated in wcll-dermcd industrial zones 
but is sprawled around both the inner city 
and the urban outskirts. The art-silk in¬ 
dustry in particular—in addition to the 
powerlooms also the specialised establish¬ 
ments which prepare the yarn and the 
dyeing-and-printing mills which produce 
saris from the woven cloth—dominates the 
urban economy. Including all ancillary 
activities—the manufacture of bobbins and 
beams on which the yarn and cloth arc 
wound, the transport of material in all stages 
of processing and the very elaborate network 
of tradesmen and commission agents buy¬ 
ing or selling the commodities—the textile 
industry accounts for nearly half of the city’s 
extraordinarily large workforce. Surat con¬ 
tributes about 60 per cent to the total quan¬ 
tity of art-silk produced in the country. The 
steady expansion climbing up to this im¬ 
pressive proportion went together with me 
decline in the market share of much older 
centres of production, Bombay and 
Ahmedabad in the first place. Most textile 
mills in these prime cities of west India 
dating back to colonial times have been 
closed and dismantled in the recent past, for¬ 
cing a la^c part of the industrial proletariat 
to move out of the formal sector and find 
a more piccarious niche in the informal 
sector of the urban economy. It would 
be misleading, however, to speak of 
de-industrialisation. The powerlooms 


earlier standing in renowned Bombay and 
Ahmedabad mills were taken out during the 
70s and 80s only to be re-installed in Surat, 
bought up in small numbers—four, eight, 10 
01 20 at most—by the owners of petty 
workshops. 

The rise of Sural as a focal point of 
informal sector activity is a direct conse¬ 
quence of the crisis in the formal sector 
economy. The shift in dynamics has been 
condon^ and facilitated by the government 
of Gujarat which promis^ subsidies, tax 
holidays, ’easy’ labour laws and other 
bonuses to out-of-state capital in particular. 
The result, however, is that the public policy¬ 
makers lost whatever control they had over 
the industrial climate. As a matter of fact. 
Surat has led the way in the wave of 
liberalisation now sweeping through the 
country, enthusiastically endorsed and pro¬ 
moted ^ the World Bank. And, it cannot 
be denied, with enormous success as far as 
the growth in the value and volume of pro¬ 
duction is concerned. Of the total money 
circulation in Surat 60 per cent is *kalu’ or 
’number be’, going around in the black 
circuit. ‘Informal’ capital is abundantly 
available and its owners do not mind spen¬ 
ding it casually and conspicuously. From 
‘lakhpaihis’ many of them have become 
‘crorepatiiis’ more or less overnight. Im¬ 
itating the leisurely life-style of the mercan¬ 
tile lords in the feudal past who used to live 
in palaces, the capitalist class of itouveaux 
riche\ has built posh bungalows and 
skyscrapers. Still, these quarters of the haves 
and haves-more are tiny enclaves in the land¬ 
scape of industrial premises intermixed with 
slums. 

Pubitc facilities and conveniences have 
lagged behind the explosive population 
growth. The roads remain unpaved in the 
new neighbourhoods, all surface water is 
thoroughly polluted, plants and trees ate 
iiowhere to be seen, power failure is the order 
of the day and night, sanitation and drainage 
are in a dismal state and. consequently, 
malaria has come back to the urban milieu 
with a vengeance. Even a longer list of defi¬ 
cient utilities would fall short of conveying 
the overwhelming impression of filth, 
ugliness and decrepitude that meets the eye 
of the newcomer on leaving the railway sta¬ 
tion in the centre. Surat is said to be the dir¬ 
tiest city of its si/e in the whole country, a 
claim which is not difficult to accept. Never¬ 
theless. the municipal authorities boast that 
real estate prices arc nearly as high as in 
Bombay, hardly less expensive than in the 
most prosperous parts of the world. 

Travelling from the centre to the periphery 
the vapour and stench increase. On my 
wanderings through the slums of Katargam, 
l.inibayai, Udhana and Pandesara my eyes 
nescr fail to fill with tears and my nose does 
not stop running. The skin gets grimy and 
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sticky with soot and acid. Hearing is af¬ 
flicted as well, because the industrial heart¬ 
beat of this metropole is felt nowhere louder 
than in the slums. From the jerry-built sheds 
a deafening noise erupts, the ceaseless hum¬ 
ming of the powerlooms and in addition to 
that the piercing shrill of the crimping 
machines which even at a distance produce 
vibrations debilitating to healthy ears. 
Adjacent to these workshops are the 
labourers’ hutments and dormitories owned 
and given out on rent by slumlords. The 
work-sites and sleeping places are not far 
apart, sometimes even coincide. The textile 
workforce is split in two shifts that altcrnuie 
with each other every 12 hours. I he capitalist 
regime of Surat is an industrial jungle, a wild 
East theatre with labour instead of Red 
Indians in the role of victims. 

In order to understand the work and life 
pattern of the lumpen proletariat in this big 
cesspool I have to add here that it is made 
up of migrants. Most of them do not come 
from the immediate hinterland ol the city 
but hail from places at far greater dis¬ 
tance; Saurashtra, Uttar Pradesh, Orissa, 
Maharashtra and Andhra Pradesh. 
Moreover, to this mobilised army mainly 
young males between 15 and 25 years of age 
have been recruited. Those who are married 
have usually left home without their family. 
A distinct feature of urban Surat is the 
gender distortion in the demographic pro¬ 
file The balance has become more uneven 
over the past few decades and is in some of 
the most congested localities as low as 
500-600 women per 1,000 men. In the streets 
and workshops the dominated sex is notice¬ 
able for its relative absence. A third feature 
of this footloose proletariat is its casualised 
mode of employment. Only a small minority 
of the total working population enjoys the 
benefits of a permanent job and protected 
conditions of work as apply to the foimal 
sector economy. Most migranis are tem¬ 
porary and underpaid hands, constantly 
rotating along the enterprises in their sec¬ 
tor of employment. I'hesc men arc hired and 
fired according to the needs of their 
indu-Strial bosses until they are worn out. 
\^bges are paid on the basis ol piece-rate and 
once productivity falls, bccuu.se of age or 
bad health, the worker is rejected and driven 
back to the place of origin. 

It is in this economic and stKial .setting 
of Surat that I want to highlight the orgy 
of violence which broke out in the second 
week of December 1992. Whai nwk place 
was a veritable pogrom of which the 
Muslims living in the city became the 
exclusive target. What triggered off the hunt 
on members of this community was the siege 
for many months climaxed in the destruc¬ 
tion of the Babri Masjid in Ayodhya, 
thousands of kilometres away, on Dwember 
6, 1992 by squads of Hindu zealots. Opi¬ 
nions differ on how the pogrom actually 
started According to some observers 
Muslims, inllamed by the pictures shown on 
BBC Hevision again and again of the final 


assault on the mosque, took to the streets 
in some neighbourhood to protest agaunst 
the demolition of this historical monument 
and to express their displeasure about the 
passivity of the state which chose to remain 
completely inactive. On the other hand, 
statements made by escaped Muslims show 
that the initiative firmly rested with sup¬ 
porters of the fascist Bharatiya Janata Hmy. 
On receiving the news of events in Ayodhya 
their rank and file congegrated and 
demonstrated at various places in a spon¬ 
taneous celebration of the outcome of the 
battle that had waged for months between 
masjid and mandir. Eye-witnesses told of 
how already early in the morning on the day 
after Ayodhya gangs assembled in their 
localities to attack houses and other 
establishments which were known to be 
inhabited or owned by Muslims. 

While some testimonies speak of ad hoc 
and arbitrarily formed gangs, other infor¬ 
mants are peninent that the man-hunt which 
then started was planned and controlled. 
Evidence to corroborate this interpretation 
is not difficult to come by. From tractors and 
trucks directions were given by loudspeaker 
which street or ward numbers belonged to 
'Mussulman'. Along with petrol, iron rods 
and bars, sticks, choppers and long knives 
were distributed to the mob to break open 
the buildings and brutalise the inhabitants. 
I spoke to a man in Udhna who had manag¬ 
ed to hide himself in s latrine from which 
he could escape only 20 hours later. Through 
a hole in the wall he had seen how adults 
and children were beaten and kicked to 
death. The hunters forced their catch to 
shout ‘Jai Shri Ram'. “I can't hear you. 
Ixjuder, say it louder...". "Oh, merciful 
Allah, Jai Shri Ram”. And then came the 
last kick, final cut or was the body, soaked 
with petrol, set alight. Why the additional 
mental agony? In order to inflict also that 
pain on the 'sinner' or as an act of pardon, 
to provide a last opportunity to the victims 
to atone and convert back to the true faith? 
In a refugee camp which I visited a small 
boy, hardly six years of age, sits all alone in 
a corner staring in front of him. Before his 
eyes he has seen first his father and mother 
murdered by the mob, then his grandfather 
and grandmother and in the end three of his 
brothers. He is still alive but bodily not 
un.scathed with 16 stitches in his head and 
burns on his back. The men who did it 
thought he was dead when they had finish¬ 
ed with him. Like his youngest brother, a. 
baby of six months, who is also badly 
injured. Page after page of my diary is filled 
with this sort of atrocities. Women between 
seven and 70 were up for grabs by male 
gangs roaming around the localities. A 
young bride is hospitalised, with third-degree 
burns and shocked out of her senses. After 
having been gang-raped in front of her 
husband she was made to look on while her 
husband was beaten to death and then 'tor¬ 
ched'. People were also thrown into the 
flames and roasted alive A high-ranking of- 


ndal told me how he had seen furniture 
coming down over the balcony from the CH>- 
posite multi-storied apartment buiiding: 
mattresses, chairs, and then to his horror 
small children as s^l. Groups of youngsien 
checked the identity of Muslim 'suspects’, 
that is men growing a beard or drcHcd in 
a particular fashion. Trousers dowh and one 
.glance sufficed to hack the man to death. 
With pants down your knees there is no way 
to escape 'Innocents’ were killed as well. A 
Hindu girl of 18 years who had the misfor¬ 
tune to wear a 'salvar-kameez’, a dress which 
is associated with that of her Muslim peers. 
And a Hindu man who had been circum¬ 
cised as a young boy for reasons of hygiene 

There are indispuubic reports that the 
pogrom was pre-planned and also monitored 
while it went on. What was initially written 
up as a spontaneous explosion, a frenzied 
mob rage, has turned out to be incited and 
provoked by a hard core of religious fanatics. 
These were the elements from among the 
majority which targeted ‘the enemy in our 
midst’—in Surat hardly 9 per cent of the 
population. First-hand observers confirm¬ 
ed that BIP cadre collected information 
about Muslim families with promises of 
renewing ration cards. Telephone calls were 
received by people in different parts of the 
city suggesting that Muslims prepared for 
action and that, aided and abetted by enemy 
forces which were being rushed to Surat, an 
explosion of attacks on Hindus was due any 
moment. From at least one temple the call 
came to destroy the Muslims. Families of 
communities which had been living for cen¬ 
turies in the-city ail of a sudden found 
themselves demonised and exorcised. To kill 
members of the minority indiscriminately 
and to set fire to their houses was not 
enough. They had to be smoked out, tram¬ 
pled down and torn apart like vermin. 

The official death toll of this cleaning 
operation stood at 185, more than half of 
the total score in the state of Gujarat, when 
I left the city in the middle of January 1993. 
The real number of casualties during the 
Dewmber riots was, however, already then 
estimated by less biased sources to be much 
higher than that. The body count taken by 
government agencies was for all intenu and 
purposes meant to be a minimal om; limited 
to the dead people which the hospitals and 
police stations were willing to accept and 
register. Unrecorded remained the bodies of 
those who were torched and cut to pieces and 
then thrown down the drain, in the river, 
buried under a dung-heap or just 'disap¬ 
peared' in any other way. To conclude that 
the police apparatus has miserably failed in 
its public duly does not do justice to the 
manifold sins of omission and commission 
that induced the strong arm of the state to 
define Muslims as a category outside the 
public arena, outlaws whose life and pro¬ 
perty was a flee for all. Victims who manag¬ 
ed to reach a poiice-posi begged in vain for 
heip to rescue their family members who 
were at that moment being attacked. They 
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woe MOl with the snnple menaae that 
no ncn weic aviilabk or could be spued 
for ihu purpose. A mu who cune to make 
a statement about the faiv rape of his sister 
was toM thu his complaini could not be 
wriiiu down because it had happened three 
days aga Why had {w not come on the d^ 
thu it happened?'His protest that the 
locality had been sealed off by the mob was 
brushed aside. The non-performance of the 
police during the worst hours of the crisis 
is the consequence of both the com- 
muaalisa|ion as well as the criminalisation 
of the cofps from top to bottom. In addi¬ 
tion to thie fact thu the BIP ujoys a high 
degree o^ popularity in this branch of the 
gmernnwnt personnel of all rubs seems to 
be more interested in making money out of 
their public function thu in the main¬ 
tenance of law and order. Both offiem and 
consubles are known to work in collusion 
with, rather thu in opposition to^ their 
underworld counterparts: smugglers, 
bootleggen, slumlords, gamUers, dealers in 
female and male flesh and othu goonda 
parasites. Nowhere in Gujarat a sub¬ 
inspector has to pay u high u amount (Rs 3 
to S lakh) for his appointment u in Surat. 
This ‘donation' to superiors-and politiciam 
is an investment which will flow back into 
his pockets in the form of kick-backs, lip and 
hush money already within one year. What 
he collects in hafta afterwards is for the 
duration of his posting, pure proni. 

While blaming the police for dereliction 
of civic duty, one should not forget that the 
other side of that dirty story is the total cor¬ 
ruption of the whMiers-and-dealers in 
political power at both the municipal and 
■ state level, those who belong to the Congress 
Ruly and Janata Dal in the first place Quite 
rightly Harish Khare could argue in 
retrospect: *nie overall picture that emerged 
in Sural in the last decade was one of total 
legal lawlessness. The slate and its agencies 
commanded neither respect nor induced uy 
fear. In public perception the Indian state 
ill Sural was denuded of its legitimacy. 
Therefore, when the crunch came after the 
Ayodhya denouement, the state did not 
inspire any awe.^ 

In the second week of December the state 
as the guardian of the public domain had 
goiK off duty. The city space was taken over 
by the free interplay of social forces’, turning 
the streets into a veritable jungle of hunters 
and their helpless prey. Now. more than a 
month later, the vwxd spread that the law 
and Older forces were out in great strength 
and that the government was in complete 
control again. But was that so? Even tovnids 
the end of January there were nearly daily 
reports about new incidents in Surat: 
sporadic cases of siabbings, hutments set 
ablaze and curfew reinstalled in Effected’ 
areas. However, what looks like a low-level 
continuation of the December riots may 
from a differem perspective very well be 
downgraded as a bacfc-lo-business as usual, 
i t, a return to a more ‘normal* state of 
violence. 


The social idemity of the hunted and trap¬ 
ped is known. Of those who got killed 93 
per cent were Muslims.’ But who were the 
ones going out on a looting, raping, arsonist 
and/or killing spree? There cannot be the 
slightest doubt whatsoever that most of the 
hunters rcame from among the horde of 
labour migrants who have flocked to Surat. 
The victims, the next of kin of those whe 
did not survive, and other eyewitnesses are 
unanimous in naming the 'kathiawadi' dia¬ 
mond cutters, the UP ‘bhaiyas’ and the 
Oriya ‘malis’ operating the powerlooms as 
the main culprits. As if to confess their guilty 
implication in the pillage and massacre an 
ex^us took place in the days immediately 
after the pogrom. On a single day 8S.000 
tickets were sold at the counters of the Surat 
railway sution, an absolute record, and extra 
trains had to be brought in to ease the 
pressure on the overflowing platforms to a 
somewhat manageable level. Reliable 
estimates are difficult to come by. but 
altogether mote than two lakh labour 
migrants are reported to have fled to their 
home towns and villages far away in order 
to distance themselves from the scene of 
pillage and massacre. 

I find it intriguing that members of this 
underclass, until yesterday so convincingly 
portrayed as the victims of the criminalised 
economic regime that reigns the city, have 
become without further qualification singled 
out as the ones ‘who did it*. By a mere sleight 
of hand they were transformed from suf¬ 
ferers into sinners, the ones who if not 
initiated the urban carnage than at least 
perpetrated the bestialities to which 
members of the Muslim minority fell prone 
in such large numbers. It seems that any 
other explanation than just to refer to the 
brutal lumpen behaviour of an alien mass 
not rooted in the polished ‘surthi’ tradition 
is considered to be superfluous. In my opi¬ 
nion, hovrever, one should look back on the 
December pogrom from a slightly different 
angle. 

In the first place it is not a coincidence 
that many victims who escaped with their 
lives, as well as eyewitnesses and other 
insiders, spoke in their staicmenis em¬ 
phatically of the bachelors among the 
migrants who committed the atrocities. This 
motley collection of young males earns its 
pay under miserable conditions far away 
from home and detached from family life. 
Accommodated in densely packed lenemciiis 
and sheds during their off-hours, they lead 
a beastly existence in jhoopadpaiiis, s;tch a 
gay name for their overcrowded and filthy 
slum habitat scattered in numerous pockets 
all over the city. The gangs working on the 
diV shift go to sleep in ‘beds' still warm from 
the bodies of their mates whose turn it is to 
operate the powerlooms for the duration of 
the night shift. Part of the same domestic 
order is that the teams which rotate are sup¬ 
posed to prepare each other's food. My cur 
rent research on labour in the informal sec¬ 
tor of south Gujaiat. which was the reason 
for my stay in Surat in the wake of the riots. 


has shown that violence of all shades and 
gradations it the order of the day In this 
i^glomeration's underbelly. It is a* macho 
milieu dominated by drunkmness, gambling, 
fights, etc These are all practices of aggres¬ 
sion in which the powerful seek out and 
discriminate the wert and vulnerable. Such 
an age and gender-distorted atmosphere 
reduces not only women to targets of rape; 
often repeatedly so^ but explains why also 
young boys are frequently subjected to acts 
of sodomy at the initiative of somewhat 
elder men. 

In the second week of December lasf year 
this horrendous and persistent but hidden 
violence at the bottom of the urban heap 
erupted. The explosion resulted in a flow of 
volcanic vomit making its way in the out¬ 
side world, spilling over into terrains 
populated by social classes which pretend¬ 
ed to be totally unaware of the lurking 
danger until then or which, minimdiy, con¬ 
sidered themselves to be well-protected 
against the underground monster. But con¬ 
trary to the outburst of a volcano^ which 
throws the fire burning subterraneously 
together with the debris with greater destruc¬ 
tive power outside in directions unfort^een, 
the massive eruption which shook Surat last 
December was a man-made blast instead of 
a natural calamity which is essentially both 
unpredictable and uncontrollable Although 
presented in fundamentalist quarters as a 
willful act of god, the pogrom was pre¬ 
meditated by political interests (hailing from 
those some quarters) and directed towards 
a minority accused of sacrilege Those who 
joined the hunt were signalled that no harm 
would come to them as long as they manag¬ 
ed to keep their identity anonymous in the 
guise of ‘the mob', the Lumpen. 

According to one perverse tale, which 
received wide national coverage the molesta¬ 
tion nt women was not only done in public 
but also put on video-tapes as a souvenir to 
be .savoured by the actors for their repeal 
pleasure later on. Other sources suggest that 
these shots were taken to add to the torture 
.ind humiliation of the bereaved Muslim 
faiiiilies. I am glad to report that my fran¬ 
tic cfloris to substantiate this abomination 
by hard cvideiKX have reniaincd uasurccssful. 

(lu- ne«'s, as far as I have been able to trace 
II hacli., was filed from Surat and appeared 
lirst in Oujarui Mitr on 19 Ocrember 1992. 
Indian Exprta wrote on 'he same day that 
video cameras zoomed in while women were 
made to strip and then railed Less than a 
month laier India liiday supplied this sor¬ 
did piece of information as a recorded fact 
in its national issue published in linglish. The 
Gujarati edition was more precise than that. 
‘These cassettes were openly ctrculatcd 
among the public. The police were not able 
to gel hold of them, however, and therefore 
believes that no such cassettes exist' * 
Numerous informants belonging to the 
majority whom I met in the first half of 
January insisted that their friend, brother, 
cousin, neighbour or companion at work 
had told them of >he video but no one claim- 
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cd to have leen it with his own eyes. This 
made me fed rather suspicious about the 
vciadly of the rumour. On following up 1 
iptind that a new porno cassette had reached 
dM Sural market at the end of November ad¬ 
ding to an already highly varied and widely 
available supply. For a couple of hundred 
rupees this commodity finds a ready de¬ 
mand particularly among the diamond cul¬ 
lers. The atdiert which employ these young 
kathiawadis are regular sweat-shops which 
get iraruformed into sultry night dens once 
tlw work day is over. Boys will be boys, 
especially when living alone but in cti^ 
male company, and all chip in to enjoy in 
thdr leisure time the dirty pictures of the 
other sex. As one who became invited a cou¬ 
ple of times to such voycurist group sessions 
I can only speculate on the phantasies of 
these alien workers living in an rdienated 
world. As was brought to my notice by one 
of these connoisseurs a new video clip had 
come to the streets in the beginning of 
December. This orre was a sado-porno 
cassette imported from the west and copied 
in large numbers locally. It shows the rape 
of a blond and white (also that) young girl 
who in the end gets cruelly killed in the act. 
To the best of my knowledge this fiction 
became transcended into *retd* fact during 
and by the communal Orgy held in Surat a 
couple of weeks later. 

In the second place, it would be wrong to 
attribute all atrocities indiscriminately to ‘the 
scum'inhabitating the city slums. Actually 
the sizeable part of the informal -sector’s 
workforce which ran away did so not 
because of a guilty conscience; The mass 
stampede of migrants arose out of sheer 
fright. These footloose proletarians often 
could not comprehend what was going 
around them and had good reasons to feel 
threatened by a course of events totally 
beyond their control. Some of these out- 
skto were misuken for ’the enemy’ and 
bore the brunt of the attack in their locality. 
Oral testimonies recorded in interviews with 
migrant workers clearly radiate a sense of 
bewildermeni and certainly not deceitful 
complicity, let alone collusion with the con- 
sorters of the pogrom.’ 

Several victims of loot and arson have 
talked of how they were rescued by Hindu 
friends, neighbours. Even complete sttmtgers 
went out of their way to provide a safe haven 
for Muslim individuals or even whole 
families while the riots went on unhampered 
day and night. But next to these stories of 
heroism or, at least, plain civic solidarity, 
there are also reports of criminal acts com¬ 
mitted by bourgeois elements against 
members of the minority. An additional 
reason why the December riots shook Surat 
so badly was that the pogrom did not remain 
restricted to the slum localities. Some of the 
posh localities ciune under a|iack as well and 
not from without but from within. Friends 
of mine living in areas populated by the 
more well to-do told me how they had seen 
boys of next-door's neighbours going out to 


ransack and then burn down Muslim shops 
in the neighbourhood. Such was the passion 
into whi^ Hindus irmpective of their class 
background seem to have Hown, that a 
wholesale miack on the religious outlaws 
came to be justified as a cleansing opera¬ 
tion necessary to liberate the locality from 
the polluting presence of this breed. The 
wives of doctors, lawyers and chartered ac¬ 
countants spread the news to each other 
about where shoes were ‘freely available' and 
mothers dispatched their sons to go and 
come back with saris of a particular design 
or colour. Sometimes parents and children 
joined in these shopping raids, stacking the 
loot in the family car. In such cases the 
vulgarity of the lumpen bourgeoisie reach¬ 
ed iu lowest point. 

A semblance of normalcy had been 
restored when I arrived in Surat in the begin¬ 
ning of January. However, army and police 
continued to ptutol the streets and curfew 
had not been lifted in the city’s centre and 
in areas said to be prone to communrd strife. 
I still could visit some of the 39 refugee 
camps that had been set up but most of these 
dos^ down only a few days later. Much too 
soon and due to the pressure exercised by the 
municipal authorities who anxiously wanted 
to create the impression that Surat was 
trouble-free again. 

Although the violence has abated, many 
Muslim inhabitants who took refuge with 
relatives in villages at some distance deem¬ 
ed it wiser not to return immediately to 
Surat. Those who stayed on hope that the 
nightmares through which they lived arc 
over. That remains to be seen. The at¬ 
mosphere in the city is still sultry and the 
ceniral government has rignalled to the lower 
state organs that new outbursts should not 
be excluded. To be on the safe side shop¬ 
keepers have written with chalk on the shut¬ 
ters of their; establishments: a Hmdunu 
dukan che (this is a Hindu shop). Makar 
Sakranti. a major festival in Surat in the 
middle of January, was celebrated this year 
on a low key. Many Muslim manufacturers 
of the kites experienced a boycott by their 
regular customers belonging to the main 
community. Scattered incidents continue to 
make victims nearly each and every day even 
at the end of January. IWo men were killed 
by home-made bomtK recently. These crude 
but deadly missiles are thrown from the 
back-seat of a scooter or from a motor 
rickshaw into a prayer-house or are brought 
to explosion in congested places such as 
oi<-ni air markets. These attempts at retalia¬ 
tion carried out by Muslim yo^sigsiers pro¬ 
voke their sparring partners on the other side 
of the fence in taking counter-revenge in an 
never-ending cycle of stray violence. A 
typical press report. Filed from Surat late 
January, reads as follows. 

About 300 hutments at Utkalnagar, near the 

Katargam GIDC estate, were set ablaze this 

evening. No casually was reported. Mean¬ 
while. the army staged a flag march in the 

Rander and Athwa areas today. Seven fire 


fighters and ten water tankers rushed to the 
spot and Wtled for nearly three hours to 
bring the blaze under control. People ran for 
their lives as the blazes engulfed the hutments 
and reduced them to ashes. Meanwhile; an 
indefinite curfew was imposed on Rander as 
the situation became tense in the area follow¬ 
ing two stabbings. An offkU of the fkirat 
lelecoffl was done to death. Another official 
of the State prohibition and excise depait- 
menl received serious injuries. He has been 
admitted to Lokhart hospital. The police also 
had to fire four rounds to disperse an armed 
mob near Iki society near Ruider and Mora 
Bhagal late last night. About three people 
have been arrested in conneaion with yester¬ 
day's stabbing incidems. About four colutnm 
of the army arrived in Surat on Sunday and 
are in a 'stand to’ position at the diamond 
complex in the Sachin GIDC estate, about 
12 kms south of Surat. Curfew was relaxed 
in the Athwa police station area for seven 
hours this morning from S am to 12 noon. 
No untoward incident was reported today. 
The Additional Commissioner of Police 
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Mr k Nkiwiindaiii wu today iramfcrred 
ftoaliaeio Abmcdabad. Mr Sudhir Sinha 
will rqtiHC Mr Nilyanandam. Security has 
been beeied up in the cminr city in view of 
the Republic iv oeiebiaiions tomorrow. The 
poliec on Sunday also Tiled a complaint 
i^aiaiteConiicncprpoiaior from Hander. 
Mr Iqiibal Wuim Malkk on the chane of 
ocnling terror in the area on Friday.* 

The die-hard militancy of the organised 
Hindu backlaih has ptepaied the ground for 
the Decembe r massacre in Sumt. In a suc¬ 
cessful attempt to cry down her male com- 
panioos in venomous agression Sadhvi 
Rithambhara, a high-placed female BJP 
leader, publicly licensed her co-believers to 
go out and 'do it to them*. “They (note: the 
enemy has a iheudo-identity anyway and is 
carefully anonymised) did not h^ our 
words. Now the time has come for beating 
and kicking them. “If there has to be a 
bloodshed, let it happen once and for all!' 
And so it happened in Surat, but once and 
for all? That, unfortunately, is not the im¬ 
pression which I got. 

ftthfinders of the Hindutva wave arous¬ 
ed and manipulated the religious sentiments 
of the majority said to have kept silent un¬ 
til now. From that corner came the political 
bioes which declared the hunting season on 
Muslims to be open. It did not take much 
effort to activate the lumpen and encourage 
iliis rabble to Join or even spearhead the 
righteous rally against India's new un¬ 
touchables. Nm that the evil spirit is out 
of the bottle it'is very difficult to bring it 
back under comrol again. What 1 find alar¬ 
ming is that feelings of guilt, shame and em¬ 
barrassment about what took place during 
the days of the pogrom ate quite rare, in 
retrospect the killing of Muslims seems to 
be vindicated by suggesting that this was a 
proper punishment for a minority which had 
stepped out of line The massacre can thus 
be explained as a ritual of purification made 
necessary in order to pacify divine worth. 
I have found support for this interpretation 
in various factiud accounts. In an early 
write-up India Ibday reported: 

In spite of such horrible violence, iheie is no 
feeling of shame or sadness in anyone The 
communal dements among the Hindus con- 
SHiing of many traders and professionals 
bdieve that this was going to happen. One 
businessman said, 'Muslims will never dare 
to raise their heads in Surat now. They will 
have to learn to live in an inferior position 
as befiu a minority'.^ 

The indifference with which neighbours 
in several cases reacted to the horrible plight 
of people living next door, whom they had 
known since many years, is an illustration 
of the sanw moral turpitude Engineer has 
segued that the December riots in Surat were 
in a way the logical outcome of communalis- 
ed poUtics initialed by the RIP. Sympathisers 
of this party did not mind spreading the 
rulhkn message that Muslim women 
deserved to be raped for what men of their 
Mock had done to female Hindus nsany 
Rmeraliotts aga ‘R> this Engineer rightly 


adds that the cruelties which occurred can¬ 
not be attributed to the state of emmional 
excitement. The justification of violence 
even after the event shows, according to him. 
the extent of communalisaiion among 
the people and the degree of hostility 
engendered." 

To the extent that the dominant Hindu 
sections within the bourgeoisie of Surat now 
recoil from the terror unleashed, they do so 
Ttrst and for all propelled by self-interest. 
The city’s industrialists are worried not out 
of concern for the Muslim victims but 
because of the economic havoc it created, 
an enormous set-back to the city’s reputa¬ 
tion as a flashpoint of industrial growth and 
prosperity. The leaders of business life hold 
the state responsible for bringing the fugitive 
hordes of labour migrants back to the yoke 
from which they bolted. Belying the prover¬ 
bial sluggishness of the state action in the 
face of crisis, a high-ranking official was 
sent from Ahmedabad within days of the 
start of the pogrom to Sural in order to make 
contingency plans how to keep the produc¬ 
tion going, in the company of several tex¬ 
tile barons Gujarat's ministers of industries 
and of labour toured Orissa already a few 
weeks later. The objective of their goodwill 
mission was to persuade the stream of 
refugees to come back with the solemn 
pledge of both government and employers 
that no more harm would come to them. 
The migrants did not have much of a 
bargaining position but they still tried to 
strike a better deal than before. I find it qiuie 
significant that their list of demands includ¬ 
ed an end to police atrocities on Oriya 
workers, estimated to contribute not less 
than I.S lakh to the huge army employed in 
the textile industry.* 
in the debate now going on in secular 
quarters there is the tendency to explain the 
urban carnage in west India in terms of 
arguments which focus on the pritiiitiveness 
of religious communalism. On the one hand 
there are the ‘mullahs’ and ‘maulvis’ who 
have for. decades held the Muslims spell¬ 
bound with their fundamentalist directives. 
Those who belong to the major community, 
not so silent anymore if they have ever been 
that, seem to get ready for joining the ban¬ 
ner of militant Hinduism. Seen from this 
light the antagonistic field of force that was 
built up over a long period made the final 
explosion inevitable 1 am afraid, however, 
that the discharge of pent-up rage was not 
meant to be Tinal, a once and for all. The 
thesis of a communalist confrontation is cer¬ 
tainly a plausible one but it falls short of 
explaining why this particular hurricane hit 
Surat so strongly. To my understanding the 
city became fertile soil for such a disaster 
berausc the political climate has accepted no 
restrictions to the informalisation of the 
rapidly expanding economy. 

Surat is basically one big transit camp of 
labour coming in and going off again. The 
place is swamped with a floating mass which 
remains outside the law and beyond the 
benign reach of state agencies. These 


footloose proletariaiu are subject to repres¬ 
sion and exploitation in a capitalist 
framework remarkable for its nakedness and 
rawness. We have here a reserve army of 
labour moving around in an economic 
jungle; a predominantly male force of aliens 
with no or meagre skills, which is casuidis- 
ed and forever kept on the run and worn out 
in a ruthless work regime after not so many 
years. The bureaucratic chief of Gujarat’s ' 
labour inspectorate told me that state politi¬ 
cians cultivating and harvesting in Surat con¬ 
stantly bothered him with requests for 
licenses, exemptions from regulations and 
supersession from taxation, but that not a 
single one of them had ever questioned him 
on the non-implementation of minimal 
wages or of other labour laws that exist on 
paper for migrant workers. In accordance 
with management practices characteristic of 
informal sector employment the migrants 
are disentitled from their identity on arrival 
in the city and throughout their stay con¬ 
tinue to remain deprived of the minimally 
required stability that makes a social system 
worthwhile to belong to. The transients are 
reduced to a passing labour commodity in 
a cycle of attraaion and rejeetkm, condemn¬ 
ed to a life which is inhuman by any defini¬ 
tion. For the flourishing condition of her 
informalised economy, so praised by the 
overseas lords of the global syndicate with 
its headquarters in Wsshington, the late-20th 
century version of the former East India and 
other foreign Companies, Surat has paid a 
high pria in recent months. Ibo high to the 
taste of businessmen and policy makers in 
the region? I am afraid not because, next to 
the Muslims, it has been mainly the poor, 
only marginally given access to the urban 
arena, who are asked to foot the largest part 
of the bill. 

Nolea 

1 Engineer, Asghar Ali, 'Bastion of Communal 
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Rising Drug Prices 

Wishvu Ram* 

Pricss of all categories of drugs have continued to increase. While 
the price rise in essential drugs will directly hurt consumers, 
industry’s ploy of hiking the prices of non-essentials but at the 
same time push-selling them will have a devastating long-term 
impact. 


AN effort is made here to study the ef- 
fea of liberalisation on drug prices. Ail 
the products and their packings as men¬ 
tioned in Monthly Index of Medical 
Specialities (MIMS) (May 92 and 
January 93) are compared. The price 
rise is classified as ‘same* (meaning no 
alteration in prices) and then those 
showing a price rise of less than 10 per 
cent, between 10 per cent and 15 per 
cent, 15 per cent and 20 per cent, 20 per 
cent and 25 per cent and those over 25 
per cent rise arc listed. Special mention 
of those products showing a rise of over 
50 per cent is also made 
Among the cardiovascular system 
drugs, of nearly 47.50, of the products 
have shown a price rise and it was only 
on the complaint of a cardiac physician 
about the price rise of Acitrum that this 
study was undertaken. Acitrom and 
Uniwarfin are the drugs taken by the 
patients over a long period. From July 
1990 to January 1993 the prices of these 
products have increased by leaps and 


bounds. Till May 1992 the cost of 
Acitrom 4mg tablet was nearly twice 
that of Img tablet. But in an effort to< 
normalise the price the company has 
suddenly increased the price of 4mg 
tablet by 623.33 per cent. Now because 
these products do not have competition, 
does not mean that the needy patients 
can be exploited as and at will. This 
situation is true also of other products 
badly needed by cardiac and depressed 
patients. It is essential to rigidly con¬ 
trol the prices of those products that do 
not have fair competition. 

This shows that,at least 47 per cent 
of the products have shown a rise in 
price. Strangely enough the maximum 
rise is shown in those products that are 
inessential like anti-diarrhoeals (58.7 
per cent) of product^ have shown a rise 
in price with four products showing a 
rise of 55 to 90 per cent. ‘Enzymes’ » 
another inessential group of products 
where six products (23 per cent) show 
a rise of 28 to 51 per cent. Table 2 shows 


the productwise rise of oveV 50 per 
cent. 

At a time when a demand is being 
made to ban paediatric forms of anti¬ 
motility drugs, the prices of Diarlop 
Plus suspension and Besulin O, an anti- 
diarrhoeal have ri.sen by 60.77 per 
cent and 89.93 per cent respectively. 
Bromelains is a concentrate of pro¬ 
teolytic enzymes derived from the 
pineapple plant. The US Food and 
Drug Administration has classified the 
indication as “possibly effective for 
relies'ing pain related to episiotomy". 
Merck’s Merckenzyme containing 
bromelain has shown a rise of 51.09 per 
cent. A point to remember is that these 
irrational products are also pushed 
heavily by the industry which is why 
they have an impact on consumer 
pockets. 

In this very important group of pro¬ 
ducts for the cardiovascular system, 
47.46 per cent of the products have 
shown a rise in prices and 10.15 per cent 
a rise of over 25 per cent. The prices of 
some of these products had risen only 
recently (£PM', August 1-8, 1992, 
pp 1644-46). Inderal 40mg had shown 
a rise of 52.86 per cent at the end of 
May 1992, and now it has further gone 
up by 28.30 per cent. Other such pro¬ 
ducts are: Mexitil SOmg (56.45 per cent 
earlier, now 32.73 per cent), I50mg 
(58.32 per cent earlier, now 35.37 per 
cent), injection (52.13 per cent earlier. 


TaHII- I: AMMkNrAKS Systi'm Dkui.s 


Tahii 2: PwNMifiwist Pmci: Rise tii Ai imi niakv System Druos 


Ciroup 

Same 

Price Rise (IVi ('em) less than 
TIT TT-20 '"25 

Over 2' 
l*cr fcni 

Antacids 

Ulcer and 

35 

II 

3 

3 

nil 


aniispasmodics 

47 

21 

7 

2 

3 

s 

laxatives 

10 

4 

1 

— 

3 

1 

Colon and Rectum 4 

3 

1 

— 

1 

2 

Aniidtarrhoeals 

19 

15 

3 

3 

2 

4 

Pancreas and '.iver 6 

4 


1 

1 

1 

bnzymes 

14 

1 

— 

2 

3 

0 

Total products 

135 

59 

15 

II 

13 

21 

Per cent 

53.15 

23.23 

5.91 

4.33 

5.12 

8.27 


Tahi e 3: Caruiovasciii ar System Druus 


(■roup 

Same 

"IP 

Price Rise (Per Cent) 

Less than 

15 20 25 

Over 

25 

Per Cent 

Cardiac disorder 

40 

15 

6 

4 

8 

13 

Antianginals 

47 

30 

It 

6 

7 

9 

Peri-vasodilators 

II 

* 

4 

— 

2 

.... 

Anti-hypertensive 

83 

22 

7 

3 

10 

12 

Tor Migraine, etc 

7 

— 

1 

— 

— 


Anticoagulants 

7 

2 

— 

— 

1 

(I 

Haemotutics 

II 

4 

2 

1 


— 

Miscellaneous 

1 

— 

1 

— 


— 

Total products 

207 

73 

32 

14 

28 

4t) 

Per cent 

52.54 

18.53 8.12 

3.55 

7.11 

19.15 


Prtidiiei, Company, Pack _Fricc as on _ Per Cent 

May 1992 January 1993 Ri.se 


lilocacid. IPCA. 20mg lOT 

25.55 

47.50 

75.93 

I-quinox Jagason Pal, lOT 

3.50 

7.50 

114.29 

I'udonc. Wockhardt 40mg lOT 

26.00 

39.00 

50.00 

Diarlop plus. Jagson Pal lOT 

7 23 

11.50 

59.06 

Diarlop plus, Jagson Pal 50ml 

9.33 

15 «) 

60.77 

Pesulin O, C'adila Mhnl 

13 90 

26.40 

89,93 

Walaniycin. Wallace, 30ml 

9.50 

14.65 

54.21 

Merckenzyme, Merck, lOT 

25.27 

38.18 

51.09 


Tabie4: Productwise Prut Risi oi t skuids-sshu \kSystemDruok 


Product, Company, Pack 

Price 

as on 

Per Cent 

IVfay 1992 

fanuars 1993 

Rise 

Enapril, Intas 2.5mg lOT 

4.75 

7.25 

52.63 

Invoril. Ranbaxy, 2.5mg lOT 

6.13 

10.00 

63.13 

5.0mg lOT 

21.77 

32.00 

46.99 

Lanoxin, Wellcome, 30ml 

7.91 

13.18 

66.62 

Mexitil, German Remedies, lOmI 

22.88 

36.23 

58.35 

1 onol. Khandelwal, tOOmg, lOT 

1I..37 

20.30 

78.54 

Alphadopa, Mcrind, lOT 

15.29 

27 .(XI 

76.59 

Lonol, Kandclwal, 50mg lOT 

6.75 

11.05 

63.70 

.Acitrom, SG Pharma, Img lOT 

4.16 

10.7(1 

157.21 

4mg lOT 

8,51 

40.(X) 

370.03 

Asa 50, German Remedies, I4T 

3.62 

6.77 

87.02 

Uniwarfin, Unicheni, 2ST 

6.58 

10.85 

64.89 

Acitrom, SO Pharma, Img lOT 

4.16 

10.70 


4mg lOT 

8.51 

.40.00 
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May 1992. and the second figure is as 
recorded in January 1993.) Table 4 
shows the product-wise price rise of 
over 50 per cent. 

A popular brand of aspirin like 
Disprin (acelylsalicylic acid 350mg + 
Cal Carb lOSmg + anhydrous citric 
acid 35nig) lOT costs Rs 2.14 (i e, 22 


paise per tablet), .whereas. Asa SO 
(acelylsalicylic acid S(hng pet tablet) 
costs Rs 6.77 for 14 tablets (i a, 48 paise 
per tablet). Can this rise of 87.02 per 
cent be justified? 

Among the drugs of the Central 
Nervous System 41.78 per cent products 
have shown a rise in price with 10 per 


now 58.35 per cent); Flavedon 20mg 
(54.57 per cent earlier, now 47.41 per 
cent); citrom I mg (65.74 per cent 
earlier, now 157.21 percent), 4mg (53.89 
per cent earlier, now 370.0.3 per cent), 
Uniwarfm (126.90 (rer cent earlier, now 
'64.89 per cent). (The first figure in the 
bracket i.s per cent rise as recorded in 


Tmiii S; C'intrai Nckvioiis StsTtM Droos 


Cimup Sainr 

Price Rise (Pei Cent) 

Over 



Less than 


25 


in 

IS ‘20 

.. 

Per 





Cent 

Analgesic: aniipy 46 

14 

iO 4 

1 

8 

Hypnoiiet 12 

Sedatives 71 

1 

21 

1 

9 3 

1 

17 

AntidepreSsaiiis .tV 

8 

5 4 

4 

8 

Anliemelies It) 

l.t 

4 2 

2 

— 

Anliciinviilsants 22 

1 

1 1 

1 

— 

Tremor control 10 

4 

2 - 

— 

1 

Cerebral activai 6 

1 

.. 


2 

Total 216 

6.) 

32 14 

9 

37 

Per eeiit .S8.22 

17 

9 3 

2 

10 

Tabi e. 6; Proimictwise Pric i 

Rim til C'l NiRAi.NF.RvtMisS ystem Drugs 

Product, Company, Pack 


Price as on 

Per Cent 



May 1992 January 




Rs 

1993 

Rise 




Rs 


Veganin, Warner, 4T 


1.47 

2.25 

53.06 

Sedyn, MM I.abs, lOT 


4,59 

7.60 

66.30 

Calmpose, Ranbaxy, I0x2ml 

29.97 

60.00 

100.20 

Orap, Fihnor, 2mg 101 


12.95 

29.27 

126.02 

4mg lOT 


22.62 

41.23 

82.34 

tOmg lor 


37.95 

91.22 

141.64 

Pasunf, I-.ast India. 2ml 


1.84 

2.85 

54.89 

Setenac, lOT 0.2Smg Searle 


3.34 

5.00 

49.70 

Serepa.x, Wyeth, ISmg lOT 


2.68 

4.82 

79.85 

Siinprarin. Sun Pharma, ItXlmg. lOT .5.50 

8.80 

60.00 

Valium, Roche. lOmg lOT 


6.39 

9.81 

53.52 

Demoiox, Lederle, lOOmg lOT 

28.00 

42.64 

88.00 

Depsonil DZ. SG Pharma, 

lOT 

2..16 

3.72 

57.V3 

Fliianxol, CII. Pharma. I.Omg lOT 

57.40 

70.55 

122.92 

Lithucarb, Merck, lOT 


5.22 

9.97 

91.00 

Sensival. Walliice, 101 


5.50 

9.10 

106.82 

niicepliabnl, Merck. KKInig 101' 

23.31 

35.00 

.50.15 

200mg IkI 

43.31 

72.22 

66.75 

I \lll l 7. Ori i.s tiiK Ml.v 11 

^> .Ski 11 i \i 

Disiikiii Ks 

(iitHip Santc 

Pi ice Rise (K-r CenO 

Over 



less than 


25 


10 

15 20 

25 

IVr ( eiii 

NSAl) 69 

24 

12 5 

1 

5 

Mijsili* 'cKiKxIiH ^ 

4 

1 1 


2 

Kiil)Ct«K irnts 10 

1 


1 

2 

Nfiirtimtiscui.ir ^ 

- 

.. 

- 

.„ 

loial M7 

29 

16 6 

T 

9 

l^■r ceiii 5K 

19 

11 4 

1 

7 


I'Mil I K: liiiMNKisis 


t, i>up 

Same 


Price Rise (Per C' 

'.oD 

Over 


10 

."T5 

lhan 

10 

15 

25 

Pei Ccni 

Hormones 

25 

T 

1 

3 

2 

4 

Oral ConlraLcpiivcs 3 

1 


— 

- 

1 

Corticosteroids 

14 


1 

2 

2 

h 

Tropnic lioimone 

1 

1 

4 

“ 

-- 

4 

Hypoglxccniiis 

15 

3 

1 

3 

-- 

4 

Thyroid 

2 

- 

... 

2 


1 

loial 

64 

It) 

9 

to 

4 

22 

Per ceiii 

53.78 

8 

8 

8 

3 

19 


Tabi.f 9: Proi>u(Twi.se Price Rise of Hormones 


Product, Company, Pack 

Price as on 

Per Cent 


May tW2 January 1993 

Rise 


(Rs) 

(R$) 


Lyndiol Img Infar 22T 

6.60 

11.25 

70.45 

Beinesol Forte, Glaxo, lOT 

5.67 

8.50 

49.91 

Dexona, Cadila, 2ml 

6.56 

10.70 

63.11 

Docabolin, infar, Iml 

16.67 

23.00 

49.97 

Triamcinolone, Sarabhai, lOmi Iml 

12.07 

18.19 

50.70 

Profasi, Serum Inst, 1000 lU lamp 

237.80 

393.51 

53.42 

Actraphane, Torrent, lOml 

58.92 

88.08 

49.49 

DBI, USV, lOT 

3.67 

6.14 

67.30 


Tabie 10: CrNiro— Urinary System Drm.s 


Group 

Same 

~nr 

Price Rise (Per Cent) 
Less than 

-[3— 10- 

13“ 

Over 

25 

Percent 

Diurelics 

17 

5 

1 

1 


I 

Urinary anii-inf 

17 

8 

6 

2 

2 

2 

Local vaginal 

18 

5 

4 

2 

— 

3 

Drugs-Uterus 

8 

— 

— 

1 


_ 

Spermicide 

1 


— 

— 

— 

— 

Ibtal 

61 

18 

II 

6 

2 

6 

Per cent 

59 

17 

II 

6 

2 

6 

lAHll II: 

: Drugs ior iNFEtTtoNs and Inif.stations 


(iroup 

Same 

10' 

Price Rise (Per Cent) 
Less lhan 

is 20 

25 

Over 

25 

Per Cent 

Antibiotics 

211 

41 

16 

16 

19 

32 

Sulphuiianiidcs 

83 

26 

9 

8 

7 

2 

Aiililuberculour 

85 

6 

3 

5 

3 

2 

Antilcpiolics 

3 

— 

— 

— 

— 

_ 

Antiliingals 

2 

5 

— 

— 

— 

2 

Anii-amochics 

34 

II 

3 

— 

1 

S 

.Anlimalarials 

II 

3 

... 

1 

2 

2 

Antihelminlics 

37 

3 

2 

3 

1 

4 

Antivirals 

1 


- 

_ 

_ 

2 

Vaccines 

.16 

3 

3 

1 

_ 

2 

Total 

503 

98 

36 

34 

33 

53 

Per cent of 
product groups 

66 

13 

5 

4 

4 

7 


Tahie 12: PRtHMfcTwisE Prut Rise of Oruus for Infections and 

INI'E.STATI0NS 


Product, Company, Pack 

Price as on 

Per Cent 


May 1992 January 1993 

Rise 


Rs 

Rs 


Amicin, Biochem, lOOmg 

13.90 

42.18 

203.45 

Chloromycetin. P and D. SOOmg 6 C 

23.97 

31.23 

47.10 

60ml 

13.47 

25.47 

89.08 

Eryihrocin, Abbot, lOmI 

13.25 

20.60 

55.47 

Novaclox Paed, Cipla, 12T 

26.18 

40.00 

52.79 

Odoxil, Lupin. Dispersible, 4T 

20.80 

30.97 

48.89 

Paraxin. Boehringer M, 250mg IOC 

9.92 

20.00 

101.61 

SOOmg 6 C 

11.19 

22.00 

96.60 

Monizole, PCI, lOT 

7.15 

14.90 

108.39 

Qugyl, Searle. lOT 

6.75 

11.29 

67.26 

60ml 

11.31 

17.65 

56.06 

Piperaxine Tablet, Wellcome, 8 T 

1.99 

3.95 

98.49 

Niclosan, Biddle Sawyer, 4T 
Meningococcal A and C, Serum 

14.10 

24.09 

70.78 

Institute, 50 dose 

148.00 

293.45 

98.28 

Tetanus Toxoid, Serum Insiiiute, 0.5ml 

12.00 

23.90 

99.17 


744 
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cent showing a rise over 25* per cent. 
Calmposc 60ml packing had shown a 
rise of 41.48 per cent in May 1992, and 
now again it has registered a rise of 
43.59 per cent. Likewise Librium lOT 
had shown 40 per cent then and now 
further 32.71 per cent. The products 
that have registered a rise of more 
than SO per cent are as in Ihble 6. 
Veganin is a combination of acetyl- 
salicylic acid 250ing 4 paracetamol 
2S0mg 4 codeine phos Smg and as 
such is an irrational combination, but 
each tablet costs S6 paise. On what 
grounds can the rise of S3 per cent be 


justified? Sedyn is also an irrational 
combination of dia/epam and binadryl. 
Its increased price per tablet is 76 paise. 

Forty-two per cent of the products in 
the category of drugs for musculo¬ 
skeletal disorders have shown a price 
rise, but only 7 per cent by more than 
25 per cent. Strangely, Doflex of Jagson 
Pal 50mg 101 has shown a decline of 
40.42 per cent and lOOnig lOT a decline 
of 48 per cent. 

In the hormone group nearly 46 per 
cent of the products have shown a rise 
in prices and nearly 19 per cent a rise 
of over 25 per cent. Duphaston had 


shown a rise of 114.20 per cent on May 
1992, and it has again risen by 34.22 per 
cent. Likewise Premarin 0.625rtig had 
shown a rise of 123.50 per cent earlier 
and now 28.69 per cent further rise. 
Other products that have shown a rise 
of over 50 per cent are as in Ihble 10. 

Among the genito-urinary system 
drugs 41 per cent of the products have 
shown a rise in price, wherein 6 per cent 
have shown a rise of over 25 per cent. 
Xipamid of German Remedies 20mg 
lOT had shown a rise of 135.64 per cent 
in May 1992 and now it has further 
increased by 35.85 per cent. Likewise 


Tabli 13: Nutritionai Drucs 


Group Same Price Rise (ri;r Cent) less than Over 25 

'■RJ-R-TO TS~ Percent 


Ionics 24 9 

9 

4 

2 

2 

Iron-preparations 27 9 

3 

1 

4 

6 

Minerals 43 4 

5 

5 

5 

g 

Vitamins 51 9 

9 

7 

8 

23 

^nii-obeisiiy 4 — 

Anabolics 5 1 

1 

1 

1 

1 

! 

Food products 6 2 

2 

.... 

1 

2 

Total 160 34 

29 

19 

21 

48 

IVr cent 51 II 

V* 

6 

7 

16 

Tabi.i. 14: pRoiMjdWiM PRit't Rlsr ot 

Nl'IRIIKINAI 

Dki 'lis 

Product. Company. I^ck 

Price (in Rs) as on 


Per Ceiii 

Mij- 1992 

January 1993 

Rise 

Nervitone, Alenibic, 250n)l 

17.50 

27.00 


54.29 

Winof'it Ciin.seiig, Wockhardt. 

7.62 

11.60 


52.23 

Iberol, Abbot, 500 90ml 

12.73 

20.91 


72.38 

Imt'cron, Rallies, 2ml 

2.51 

3.87 


54.18 

K-Grad, Wockfiardi, 6T 

3.52 

6,53 


85.51 

Oricilral. Pharma Rcseau'li. l(X)ml 9.35 

16.50 


76.47 

Abdec drops, P attd D, 15ml 

6.02 

11.45 


90.2(1 

Arovil, Roche, 101' 

3.86 

6,51 


68.65 

Beplex A I D. HIOOT 

33.74 

72.01 


11,1 4.1 

lOmI 

4..39 

7.43 


69.25 

Cebion, Merck, tO'I 

5.69 

1.3 96 


145.34 

Celin, Glaxo, lOilmcg lOOOT 

98.02 

152.45 


55.53 

Chewcee, Cyaiiamid. lOT 

9.21 

14.00 


52.00 

t^ladac, P and D, !l4ml 

9.28 

19.80 


II3.J6 

Sukcee, IDPL, 101. 

5.17 

8.21 


58.80 

Metabol, Jagson Pal linl 

10.80 

17.50 


<.2(H 

Stromba, Win'-nicdicarc, 101 

19..<19 

29.65 


51.15 

Trincrgic, Utiichem. 2(K.' 

1.3.06 

90.00 


589.1.1 

Nurish, Eskayef, 20(^in 

31.50 

62.00 


%.8.1 

lABi.t IS: Ri.spiraiiik\ Ssstcm Droi.s 


Group 

Same 

Price Rise (Per Cent) 1 C's ih.m 
16.13 - 20 - 2S 

(Jycr 25 
Pet Cent 

Resp Stimulants 

2 


_ 




Bronchospasm relx 55 

4 

II 

2 

4 

It) 

Expectorants 

35 

14 

7 

9 

3 

12 

Ibtal 

92 

!8 

18 

It 

7 

22 

Per cent 

55 

II 

It 

6 

4 

1.1 


Tahi !■ 16: PROinii iwisi- Pru i- Risi- *ir Ri spikmors Sysii si !>m <.s 


Product, f.'ampany. Pack Prhe (in Rs) ..s on Per Cent 

May 1W2 January 1403 Ri.sc 


Autohalcr, Cipla, 200 metered doses 

49.00 

74.32 

51.67 

Tedral, Wtarner, lOT 

2.20 

3.90 

77.27 

Tedrals SA, 3Maruer, 41 

2.14 

3.50 

.61.55 

Cinaryl, Themis, 101 

3.55 

5.40 

52.11 

Selvigon, Cennan Remedies, tOI' 

16.29 

25.00 

53.47 

Solvin Expectorant, Mexin, i20nil 

18.25 

28.00 

.53.42 
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TABi.t 17: Skin pRoiii.'tTS 


Group 

Same 


Price Rise (Per Cent) 

Over 



larss than 

25 



10-15- 

“20-25' 

Per Cent 

Soothing 

1 

_ 

_ 

1 1 

_ 

Keratolylics 

— 

2 

1 

1 

1 

Antifungals 

.31 

9 

2 

— 

4 

Anii-infcctive 

14 

4 

6 

2 2 

6 

Psoriasis 

— 

3 

- 

— 

-- 

Acne 

1 

- 

1 

2 1 

— 

Steroid 

32 

10 

6 

3 2 

12 

Miscellaneous 

8 

7 


1 

1 

Total 

87 

35 

16 

9 7 

25 

|ier cem 

49 

21) 

9 

5 3 

14 

TABtl- 18: Phi)|]|‘i imisi 

Pkii I Kim <>i Skin Piidiii't-is 

Product, Company. Pack 


Price 

«i\ on 

Per Cent 




May 1992 

)unti.ir\ (^3 

Rise 




Rs 

Rs 


EMS cab. MM 

labs. 5.5ml 


7.50 

11.50 

75,33 

Fucidin-Lco, Wallace, 5g 


1.3.95 

23.(K) 

64.87 

Cream, Wallace, 5g 


13 21 

2118 ) 

74 II 

Savloii Hosp Concentrate, ICI, 




1 litre 



108.10 

I9(. 76 

82.08 

Flucoit, l.yka, 0.01 per cent 

I5nil 3.94 

6.00 

56.25 

Gel ISg 



5.18 

10.75 

107.53 

H 5g 



5.90 

8.90 

50.85 

1 liicibci, Wallace. 5g 


15.91 

24.15 

51.79 


Tabi.i 

19: 

MIM I 1 1 SNI OI S 


(innip 

Same 


Price Rise (Per Cent) 

Over 




less than 

25 



io 

15 

20 25 

Pci Cent 

ENT 

18 

8 

1 

8 4 

4 

Eye 

45 

12 

6 

9 5 

6 

Allergic 

29 

9 

8 

.3 1 

7 

Metabolic 

61 

2 

4 

2 

4 

Surgical 

24 

— 

4 

2 3 

1 

Ibial 

177 

31 

23 

22 IS 

22 

IVr cent 

61 

II 

8 

8 4 

8 


T ABI 1: 20: PR0I)1'<-|»ISF Prwi 

Risi oi Mini i i i anioi s 

Pkoiiuitn 

Product, Company, Pack 

Price 

as on 

IVr Cent 


May 1992' 

January 4993 

Rise 

Phenox Nasal, Boots, I5iiil 

6.50 

s 12.00 

84.61 

Kemiciiine Antiroria. Mac. lOmI 

10.50 

16.60 

58.09 

Ixmgifene, Uni-UCB, lOOmI 

13.66 

24.50 

79.36 

Neoiraxate. Biddle Sawyer, lOT 

12.00 

23.00 

91.67 

Ranodine. Ranbaxy, 2 sets 

35.52 

70.00 

97.67 

Alfapsin. l.yka. lOT 

26.95 

45.00 

66 98 
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Tahll 21; Ali ORutis 


t.roup 

Same 

10 

Price Rise (Per Cent) 
Less than 

-rs - 20- 

“25“ 

Over 

2S 

Per Cent 

Alimeniary 

I3S 

59 

IS 

II 

13 

21 

Cardiovascular 

207 

73 

32 

14 

28 

40 

Central Nervous 

216 

63 

32 

14 

9 

37 

Muscuio-skeletal 

87 

29 

16 

6 

2 

9 

Hormones 

64 

It) 

9 

10 

4 

22 

Geiiito-Urinary 

61 

18 

II 

6 

2 

6 

Infection and infestations 

503 

98 

36 

34 

33 

53 

Nutritional 

160 

34 

29 

19 

21 

48 

Respiratory 

92 

18 

18 

II 

7 

22 

Skin 

87 

35 

16 

9 

7 

25 

Miscellaneous 

177 

31 

23 

22 

15 

22 

Toul 

1789 

468 

237 

156 

141 

305 

Per cent of alt diiigs 

57.78 

15.12 

7.66 

5.04 

4.35 

9.85 


MycoKtatin Vaginal of Sarahhai. lOT 
had then increased by 38.95 per cent 
and now further by 37.51 per cent. 
Triple Sulpha of Ethnur shows a rise of 
114.56 per cent. 

Among the drugs for infections and 
infestations only 34 per cent products 
have shown a rise in price, and the 
number of products showing more than 
25 per cent rise is also less to 7 per cent. 
Chloromycetin P and D, 500mg 6T 
shows a rise of 47.10 per cent to the 
earlier (May 1992) ri.se of 134,33 per 
cent, 6Uml syrup (89.08 per cent and 
29.15 per cent); ErythrcK'in Abbot 
lOOmg lOT (31.64 per cent and 33.01 per 
cent). 

In this group, the prices of Claforan, 
Roussel Ig is reduced by 22.28 per cent, 
Monocef IV of Aristo Ig by 29.58 per 
cent, and Omnafax of Hoechst Ig by 
27.63 per cent. The prices of products 
(Table 12) have registered a rise ot 
over 50 per cent. Chloromycetin 
250mg 1(K' cost Rs 18.57, whereas 
I’araxin 250mg IOC cost Rs 20.00 
whereas Chloromycetin 5(X)mg 6<.' cost 
Rs 31.23 with 47.10 per cent rise, and 
Farjxin SOOmg 6C cost Rs 22.00 (30 per 
cent le.ss). At least the comparative 
prices of the same product of two 
leading companies should be near 
about. Moiii/ole is the only brand of 
600mg metronidazole, but that does not 
warranty a use of 108.39per cent, when 
a (xtpular brand I'lagyl 400 mg lOT cost 
Rs 6.04, wh«.*rea.s 6(X)mg Moni/ole lOT 
cost Rs 14.90. Qugyl is a clioquitiol 
combination product which should be 
banned, has registered a rise of 67.26 
per cent in tablets and 56.06 per cent 
in suspension, f-ortunatelv the prices of 
sulpha group (Septran. etc) have not 
increased. 

Excepting single vitamins and a few 
minerals, most of the products in this 
group are inaiionai. But the funniest 
part is thai of all the groups, this is the 
only group that shows a rise in prices 
of nearly 49 per cent of the products. 


Even the over 25 per cent rise group 
comprises 16 per cent of the products. 
Nearly 64 per cent of the anabolic pro¬ 
ducts show a rise in price and about 34 
per cent of these products show a rise 
of over 25 per cent in prices. For the 
products showing a rise of over 50 per 
cent .see Table 14. 

Excepting Aroyil. Beplex, C'ebion, 
Celin, Chcwcec, Sukcce and Stromba, 
all other products arc irrational and 
their prices have risen. The composition 
of Trinergic has changed by dropping 
methundionone and in.stead including 
another hazardous substance ginseng. 

Cough suppres.sants and expectorants 
are irrational drug combinations but we 
find that 56.25 per cent of the expec¬ 
torants have registered a rise in price 
and 15 per cent of them have shown a 
rise over 25 per cent. Particularly 
German Remedies has increased the 
prices of its products not only since 
May 1992 but even after January 1993; 
the figures in the brackets against each 
product denotes the two price rise 
percentages: one since May, the other 
since June. Alupent, German Remedies, 
lOOmI (67.76 per cent, 37.50 per cent), 
lOT (80 per cent, 36.67 per cent); 
Uisolvon, German Remedies. lOT 
(56.39 per cent and 25.79 per cent). 
Expectorant lOOmI (84.77 per cent, 
42.28 per cent); Scivigon, German 
Remedies, lOT (135.05 per cent, 53.47 
per cent), 15ml (131.87 per cent, 48.71 
per cent), 120ml (132.00 per cent, .36.61 
per cent). For the products showing a 
pr .-c rise of over 50 per cent see 
Table 16. 

Table 17 shows that in these other- 
wi.se irrational drugs, the price rise is 
noted in over 50 per cent of the pro¬ 
ducts and 14 per cent have registered a 
rise of over 25 per cent. Table 18 shows 
the productwise rise of over 50 per cent. 

One fails to understand why a simple 
preparation of I per cent gamma 
benzene hcxachloride for scabies treat¬ 
ment is marketed in different packings 


and difreimt''ntes. For exan$ 

Emscabk MM Labs, SOmI for Rs II.9S 
(SSml ® Rs. 13.15). 

Gab Gufic, 50ml for Rs S.23 (SOmI 
@ Rs 5.23). 

Lorexan6, ICI SOmI for Rs 4.93 
(lOOmI @. Rs 9.66). 

Scabex, Indoco, 50mT f5r Rs 9.10 
(SOmI @ Rs 9.10). 
Gamma benzene hcxachloride is an 
excellent miticide in the treatment of 
scabies (Goodman and Gilman, 
Seventh Edition) and there is no need 
of adding aminacrine (Em$cab) or 
cctrimidc (Lorexane and Scabex). lliese 
additions become ploys for increasing 
prices. 

The prices of Longifenc, Uni-UCB, 
lOOml had already risen on May 1992 
by 195.03 per cent and now further by 
79.36 per cent. This means between July 
1990 and January 1993 (two and a half 
years) the price has gone up from 
Rs 4.63 to R$ 24.50 (i e, a rise of 429.16 
per cent). Likewise the price of Stemiz 
of Cadila had gone up by 26.95 per cent 
then and now further by 41.79 per cent. 

When all this is pooled together, we 
get an idea of all the products mention¬ 
ed in MIMS, May 1992 and January 
1993 being compared. This i' a com¬ 
parative price rise analysis of 3,096 pro¬ 
ducts and packings as referred to in 
MIMS and shows that the prices of 
42.22 per cent, of all products have in¬ 
creased. Of these 15.12 per cent are 
marginal increases and probably con¬ 
cerned with the changes in .sales tax 
being made inclusive. But the prices of 
839 products, i e, over 27 per cent of the 
products have increased over 10 per 
cent; 100 products out of 305, i e, 32.79 
per cent showing a rise of over 25 per 
cent have shown a rise of over 50 per 
cent. The maximum price rise is seen 
in products like expectorants and 
nutrients. But the price rise in some of 
the essential products and particularly 
of the cardiovascular system is an anti- 
people measure as these drugs arc taken 
for a long period. This is also the case 
with hypnotic.s, sedatives and anti¬ 
depressants where 83 of the 205 (40.49 
per cent) products have shown a rise in 
prices and of the 26 products showing 
a rise of over 25 per cent, 18 products 
(69.23 per cent) show a rise ranging 
from 141.64 per cent to 50.15 per cent. 
These drugs are ai.so consum^ by the 
patients for a long time. In the an¬ 
tibiotics group excepting chloram¬ 
phenicol brands other prices have not 
increased appreciably. This period 
covered just the beginning of the 
liberalisation process and it will be 
worth studying the price rise in next six 
months by June 1993. 
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China: The Awakened Prometheus 

fVederic F Clairmont 

)VJiat has staggeringly accelerated the pulse of China’s growth in 
the last decade has been the dynamic of the diaspora—the 
thousands of small, medium and large investors who have poured 
tens of billions of dollars into China and have the financial 
leverage to meet nine-tenths of China’s foreign direct investment 
requirements. The torrential capital inflows, by no means confined 
to the glittering Economic Zones of Fujian and Guandong and 
the coastal regions, are wedded to the diaspora’s managerial, 
technical and incomparable marketing expertise. 


“To be rich is glorious"—Deng Xiaoping 
INI KOIHJC 7II>N 

IT’S only thanks to the bankruptcy or 
China’s Communist Party (CPC) intones 
The Financial Times,' that Deng Xiaop¬ 
ing was nominated their man-or-thc-year. 
Implicitly, this casts him in the role of the 
Party’s grand exterminator. 

On the assumption, however, that the 
death sentence is pronounced and ex¬ 
ecuted by a deus ex machine, who it must 
be asked will be its institutional suc¬ 
cessors? What will be the reverberations 
of its liquidation, or emasculation, on the 
nation’s social cohesion? At what social 
costs? And in the interests of whom? 

These are not ivory tower ruminations 
confined to esoteric coteries but momen¬ 
tous issues that have and are being 
debated not only within China’s exiguous 
diaspora—which is the major thrust of 
this contribution—but within China itself. 

Even perfunctory exchanges with 
China’s officialdom and overseas Chinese 
investors brings out the point, with luci¬ 
dity, that the party's destiny and ideolo¬ 
gical baggage is inextricably imbricated 
with the success (or failure) of the 
‘socialist-market reforms’. None can say 
what the party’s configuration will be Iqr 
the end of the second decade (2020) when 
the full impact of these transformative 
strides will have rocketed China into a 
much higher but unknown economic 
orbit. 

To brandish, however, such polemical 
fatuities as ‘moribund’, ‘bankrupt' and 
‘decadent' to deprecate the party's pivotal 
role at this juncture of the nation's tran¬ 
sition is inept; worse, it fails to help us to 
comprehend the complexities of one of 
the most sweeping historical dramas not 
only of the 20lh century and, perhaps, of 
aO tim efc 

Tbe nostrum of decadence is one that 
is neither shared by the nation’s planners 
at the oMnU and provincial levels, nor by 
the ChWae bouigemsie (henceforth 


designated as the diaspora). This is a 
minuscule minority of thousands of 
small, medium and large-scale investors 
that have poured tens of billions of dollars 
into China, which no doubt will be 
cumulated to hundreds of billions by the 
century’s end. 

No less primordial is it that these tor¬ 
rential capital inHows are wedded to their 
managerial, technical and incomparable 
marketing expertise, by no means circum¬ 
scribed to the glittering Economic Zones 
of l-ujian and Guandong and the coastal 
regions. 

This paper is divided into four sections. 
The fir.st is descriptive; it gives an over¬ 
view of selected macro-economic ag¬ 
gregates; the second hypothesises, with the 
use of a simple model, what the contours 
of China's economy may well approximate 
by the end of 2020. Section III relates the 
diaspora's financial muscle to growth in 
China. The final secciion probes some of 
the deeper private motivational impulses 
of the diaspora's actors born of a burge¬ 
oning ethnic pride in China's achieve¬ 
ments, in large measure their own crea¬ 
tion, and with which they are profoundly 
identified. 

1 

Macro-Economic Aggregates: 

Parameters of Power 

(A) Savings and Growth 

The disparities between the ex-USSR 
and (Diina are that while both present cer¬ 
tain methodological similarities in -.heir 
national accounts, in the former, these 
have practically disintegrated. In contrast 
China’s national accounts coverage has 
vastly improved over the last two decades. 

Even prior to 1997, the accounts will 
have been reshaped to bring them into line 
with United Nation.s pioccdures. Similar 
ly, in all private and public sector ^irln^ 
cash floMs, balance sheet and income 
statenicnis will conform to uniform iniiri 
national accounting standards. In itself. 


a far-reaching administrative revolution. 

China's GDP grew by around 8 per cent 
during 1970-1980,^ by 9 per cent over the 
decade 1981- 1991. and 12.8 per cent in real 
terms in 1992. outstripping the planned 
target by 6 per cent. In 1992, industrial 
output climbed by 20 per cent, and bank 
lending doubled. 

This tenaciously sustained tempo is 
being nourished by two niajot financial 
currents: domestic savings and foreign 
direct investment (EDI). With savings at 
38 per cent’ of GDP China ranks second 
only to Singapore among the world's top 
savers. Household savings embrace 70 (ler 
cent of these savings. 

I he significance of such a .savings struc¬ 
ture is that reliance on household savings 
to meet the economy's rising capital re¬ 
quirements is one that is very different 
from a system in which laxaiion is the 
prime source of neatly all capital accumu¬ 
lation. Illustrative of this inigiuy current 
is that lioii.sehold bank dcpo.sits soared 
more than 17 times in leul terms between 
1978 (the delnii of the sociali.si market 
reforms) and 1992. 

Although there is always a danger of 
overheating >ii siicti ,i ieni|x:stuous growth 
ambiance, ('Inna's overall inflation rate in 
1992 was about 6 per cent.'' Nothing 
could he iiio;e glaring than the contrast 
with Russia with puces exploding at 50 
per ccn. nionilily In this constellation, 
money as a measure of value and medium 
of exchange vanishes. In Ru.ssia’s case, the 
stage is sei for a Weimarian hyper¬ 
inflation, the demolition of Ihe national 
euircncy with other smi.sici corollaries 
moving hand-in hand. 

(B) Foreign Direct Investment: 

Diaspora’s Role 

China's huge .savings aie supplemented 
by I'Ui, iiinc-ieiiihs of which is of 
diaspora provenance. According to the 
Stale Statistical Bureau (SSB), this rove to 
S 58 bn in 1992, supplemented by foreign 
loan., of $ 8 billion. According to one 
estimate of the Peoples Bank of China 
(PBC) ■ the central hank—the anticipated 
cumuiarivi- loial is expev.'ted to scale 
S 35(1-4(X) bn fry KKX). The sheer inagni- 
liirle ol these siaggering sums can be com¬ 
pared wiih Japan's ciiinulativc FDI m the 
US ol S 150 bn between I95| and 1992. 

China's dcselopineni is thus ticing Icle- 
•seoped ai a stunning velrKiiy. It is becom¬ 
ing one of the woild's tnajm EDI reci¬ 
pient,' in a way not sutprisingly due to 
the persistent flatness ot the US, EC and 
Japanese capital and equity markets. Bui 
of more strategic significance is not 
Japan’s redirection of its bulging econo¬ 
mic surpluses to China, and away from 
the US, but that the dia.spora itself has the 
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rinandid leverage of meeting nine-tenths 
of China’s FDI investment requirements. 
China's public sector has already also 
become a sizeable capital exporter. 

Consider once again the cruel juxta¬ 
position with Russia’s predicament. Its 
prime minister at the Davos VMarld Econo¬ 
mic Forum moaned that his country 
received less than S 200 m in FDI. What 
counts is not this piddling volumr. disastr¬ 
ously this fs short-term speculative capital 
with only a fraction going into productive 
investment. The comparison with China 
simply docs not stop there: billions of 
dollars are pouring out of Russia through 
legal and illegal conduits.* 

Growth in FDI is structurally related to 
that of GDP. as well as changes in the ex¬ 
ternal sector. China is becoming an in¬ 
creasingly open economy with exports 
rising to 18 per cent of GDP. Liberalisa¬ 
tion of a rigorous species there has been, 
but Beijing does not intend to relinquish 
control either of the banking sector or the 
external sector, its annual trade surplus, 
now running at S 17 bn. has lifted its 
foreign exchange earnings to around 
S SO bn (as against $ 30 bn in 1990); a 
number nut far removed from its foreign 
debt of S S3 billion. 

No economy in the world, it would ap¬ 
pear, is so favourably poised to meet the 
competitive challenges of the 2isi century 
as China today. 

11 

Tht‘ Model: Seerla of ('hange 

It is in this setiiiig ot Promethean expan¬ 
sion, and shariily rising expectations, that 
the model was conceived. Growth has 
become an inflexible article of faith for 
China's leadeiship. At all times, extrapola¬ 
tions of pa.st trends are hazardous scien¬ 
tific ventures. The model’s unpretentious 
claim is to provide an order of magnitude. 
The pitfall of this mathematical exer¬ 
cise—amongst others—is compounded by 
making international comparisons by 
deploying the volatile US dollar as a 
benchmark. 

Given the still considerable potential 
that remains to be tapped, there are lew 
grounds for the Keynesian and Malthu¬ 
sian apprehensions that capital accumula- 
tiori (savings and investment) will outpace 
growth of the labour force, as well as pro¬ 
fitable investment markets. Although a 
ruthless demographic control remains at 
the top of the agenda, sustained economic 
growth is mandatory to absorb the 
165-180m that enter the labour force bet¬ 
ween now and 2000. Population growth 
is postulated to remain at a robust 1.5 per 
cent. 

The model assumes a 10 per cent 
straightline growth up to 2000—an 


assumption that does not brusquely 
depart from the performance of the last 
two decades. What is perceived is that by 
the century’s end its per capita income will 
almost have doubled. Unique in the an¬ 
nals of history is that a third world nation 
will have crossed the threshold of a 
S I.S trillion economy. 

Thus the oldest of uninterrupted civili¬ 
sations that incarnated a millennial 
poverty will have shed its third world skin, 
or to retain a grain of scepticism we might 
add the caveat, almost. “Never before in 
recorded history” as the current metamor¬ 
phosis is succinctly depicted in The New 
York Times,'* with a Churchillian turn of 
rhetoric, “have so many people—or 
perhaps such a large proportion of 
humanity—risen so rapidly from iroverty”. 
Even in the very short term the implica¬ 
tions of this shift arc momentous. 

Lenin’s grand vision that the revolu¬ 
tion’s triumph in Russia, China and India 
would ensure the revolution’s victory 
world-wide has been shattered by the 
emergence of a different order of things. 
A sinking Russia, or what is left of it, has 
already been dumped into the lower 
depths of the third world. The gap, 
already awesome, between India and 
China promises to become a cha.Mii by 
2000. The economic, social and geo¬ 
political significance of this stiategic 
historical shift obviously does not stop 
there. 

The model relates exclusively to main¬ 
land China. It does not embrace Taiwan 
(categorised by Beijing as a rebel province) 
whose GDP is $ 185 bn and Hong Kong 
with a GDP of $ 93 bn. The latter returns 
to China in 1997. It is merely a matter of 
time before Taiwan returns to the patri¬ 
mony. For the sake of analytical clarity the 
duo have been omitted from our calcula¬ 
tions. In so doing, the model obviously 
sins on the side of underestimation. 

Given that a 10 per cent growth appears 
unsustainable during the first two decades 
of the next century we have sharply read¬ 
justed growth downwards to 6 per cent as 
from the (urn of the century. Similarly, the 
sa' ings rate has been cut from 38 to 30 
per cent. On the proviso that these magni¬ 
tudes arc reached, the inference can be ad¬ 
vanced that China will surpass the US as 
the world’s leading industrial power; 
although not, as yet. on a per capita basis. 

China’s growth configuration is creating 
an integrated market minus all the legal 
trappings of the European Community, 
and the agonising convolutions of 
Maastricht. Certainly competition is a 
compulsive force that is forging a Greater 
China But as (he party and the diaspora 
both recognise, an uninhibited economic 
liberalism can be quickly transmuted into 
a destructive force. Thus the integrated 


movement, synonymous of the makings 
of the Greater China, is also being 
galvanised by an increasingly decentralised, 
muscular and profit-oriented public sector. 

All of the Tigers are being integrated 
at a fast clip, a fact applicable not only 
to the Chinese ethnic tigers: Singapore, 
Taiwan and HK. Increasingly, the inte¬ 
grative process already embraces non- 
Chinese ethnic regions: the Koreas, Viet¬ 
nam and Russia’s vast Siberian regions' 
and Myanmar (Burma). Due to the dias¬ 
pora’s economic reach in Mandalay and 
the north, the country already exhibits 
symptoms of being an extension of 
Yunnan’s economy. 

HI 

The Diaapora: Ramifications of 
Finance Capital 

A member of the HK legislature quip¬ 
ped that the diaspora is (he tail that wags 
the China dug. Not quite, but the point 
is well taken. The diaspora's population 
is 55 m; or 4.6 per cent of China’s popula¬ 
tion. But its huge financial leverage is 
located in a minute fraction of this overall 
number. 

Their cohesion is greater than that of 
Japan’s Kcirctsii; it is marked by a high 
incidence of regional and linguistic con¬ 
centration, with 65-75 per cent of overseas 
ethnic Chinese emanating from Fujian 
and Guandong provinces. 

riic diaspora has one overriding objec¬ 
tive; the quc.st for profitability in a milieu 
of stability that ensures the non-stop 
opening up of China’s internal market, 
rhis demands a powerful central govern¬ 
ment. As an Indonesian diaspora trader 
.sarca-stically puts it: “Beijing is the capital 
of China; Moscow is not even the capital 
of Russia.” 

For (he diaspora Beijing amply supplies 
both— and much more. To these must be 
added the ever present ethnic and lingui¬ 
stic bond.s, geographical propinquity and 
a single, stable and convertiM currency.* 

A synergistic relationship prevails bM- 
ween the diaspora and Beijing; one that 
compounds Bdjing’s muscle and enriches 
the diaspora. It is a superbly lubricated 
and self-reinforcing ethnic, political and 
economic complex. The short, mediusn 
and long-term implications of this geo- 
economic shift in money power is not los( 
on British. Japanese and American banks 
operating in S-E Asia. 

Judged from Beijing’s perspective. 
British finance capital that so vociferously 
•endorsed Patten’s abrasive policies must 
pay a price for this. Beijing’s scathing 
rebuke to Jardine Matheson unequivocaUy 
indicates that it is not the imperial uil 
that wags the China dog. Precisely the 
same opium trader who, backed, the 
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cannons of Lxnd nUmerston’s (I784-IWS) 
Royal Navy instigated the Opium War 
(1839-1842) that fabriratcd tlw unequal 
treaties and China’s amputation. 

Hence it appears implausible due to 
their collaborationist stance with Tory 
policy, and the tenacious hold of historic 
memory, whether British banks, insurance 
and service corporations will continue to 
nourish in HK beyond 1997. Unwittingly 
Batten has reinforced the diaspora’s grip. 

China’s ability to tap the bottomless 
reservoir of the diaspora's financial 
markets is discernible in the Denway In¬ 
vestment Corporation, a HK conglo¬ 
merate with II divisions. Denway. which 
indirectly controls 46 per cent of {^ugeoi’s 
car manufacturing business (just one of 
its II divisions) in Guangzhou, raised HK 
S 240 bn (US S 31 bn) on the HK stock 
market in mid-February. This stork issue 
was massively oversubscribed 637 times. 
The deal was wrapped up in record time. 
Japanese banks could never have operated 
with .such devastating speed. 

This stupendous sum is a third of HK's 
GDP, or around five times the amount of 
HK dollars in circulation. Leaving aside 
the fact that such a stock issue (relative 
to GDP) is possibly unique in the annals 
of Hnancial history, what is exceptional 
about the sheer size of this deal is that it 
is taking place at a time when global stock 
markets are stricken. 

There are few enterprises in the deve¬ 
loped capitalist economics that can pull 
in money on such a scale. This, of course, 
is only one, albeit huge, financial deal. 
Once again, this is revelatory that the pro¬ 
blem of liquidity has ceased to be the 
basic constraint on China's development. 

China is not only pulling in the dias¬ 
pora’s capital resources, technical skills 
and marketing experti.se, but Beijing’s 
policies are contributing to extend and 
deepen the diaspora’s own network. The 
chairman of the Indonesian Salim Group 
is Fujian-born Liem Sioe Liong, known 
in Djakarta as ’the dynast’. He is a 
business asscKiale of president Suharto 
who has acquired, via the Salim Group, 
sizeable investments in China. 

The group exempUnes the diaspora’s 
reach within and outside Indonesia: 17 of 
the 26 biggest corporations are directly 
owned or control!^ by it. Likewise the 
Lippo Group, one of the Big 17 (headed 
by Financier Mochtar Riady whose 
Chinese name is Li Wan Sheng), has in¬ 
vested billions in China in all sectors. 
Indeed, all of the Big 17, including the top 
echelons of Indonesia’s armed forces, have 
heavily invested in the mainland. 

Similarly. Thailand’s diaspora (6-7 per 
cent) controls 7S-80 per cent of manufac¬ 
turing assets in Thailand as well as ma¬ 
jority holdings in commercial banks. Thai 


investments in China have been spurred 
by recessionary forces in Thailand and 
stagnation in the real estate market. The 
Thai diaspora includes such mega¬ 
conglomerates as the Charoen Pokphand 
Group, leader of a consortium building 
a S 3.5 bn petrochemical complex near 
Beijing. Also Bangkok Land, the nation's 
biggest real estate developer, has poured 
billions into a wide variety of construc¬ 
tion projects. 

The leading echelons of finance capital 
have been elevated to the highest political 
status accommodated in Beijing at the 
Dioyutan State Guest House, normally 
reserved for heads of governments. The 
partnership forged between the diaspora’s 
big money dynasties and Eleijing is 
epitomised by the HK magnate Li Ka- 
shing. His dynasty stands at the apex of 
a huge Asian Financial pyramid, with 
holdings in all major Asian Firms controll¬ 
ed by various nationals of Chinese origin. 

Its si/e~this is only a segment of its 
financial reach—is such that its outstan¬ 
ding shares (via Hutchinson and Cheung 
Kong Holdings) have IS per cent of the 
total equity capitalisation of the HK 
market. The diaspora’s compulsive Finan¬ 
cial thrust into China arises from its 
recognition that change has become 
irrevocable and irreversible; and that its 
own uninterrupted prosperous survival 
consists of adapting to the power behind 
that change. 


IV 

Fact* of Ca|iital; A IVrsunal I)ow*mt 

When Mao ii-.licicd in ilic People's 
Republic of China with the resounding 
revolutionary cry that “the 475m people 
of China have strwd up”, the world was 
reminded that a vibiantly resurgent China 
had struck a new note in human dignity, 
emerging as a major actor on the world 
stage. 

Inseparable fiom the conquest of this 
dignity and related to it. as the subsequent 
years would testily, was that the nation, 
its peoples and its party had staked its 
claim to global pre-eminence. For the 
cetebrants of the American imperial order, 
now (1948-55) mired in the excrement of 
the Truman Doctrine and McCarthyism 
it was seen to be the blackest day in 
China’s 10,0(XVycar old history, less pom¬ 
pously, the US stooge Chiang Kai-Shek 
baptist it the beginning of China's 
bolshevisaiion. 

Nutwith-standing the tremors generated 
within the diaspora’s feudal compradore 
strata by the (evolutionary shilt in ptopeny 
relations after 1949, the overseas ethnic 
Chinese had forged a new identity, born 
of that formidable pride in the awakened 
China. It was a class-transcendent pheno¬ 


menon engulfing the Chinese working 
class, the intellectuals and even sizeable 
sections of the Chinese bourgeoisie 

The mass pillaging of China and the 
crushing personal humiliation of its 
peoples was now a thing of the past but 
neither would it be erased or forgotten. 
The nation would not ignore the scourge 
of ethnic cleansing so mon.strou.sly ex¬ 
hibited in Shanghai’s 'international settle¬ 
ment’ where, in Sardar Rinnikar's words, 
“the Chinese were treated as members of 
an inferior race with no rights and a pro¬ 
minently displayed signboard warned that 
‘Chinese and dogs arc not allowed’ inside 
-the park’’. 

The peoples of China had been casti¬ 
gated as Chinks, Chinamen, the pigtail- 
wogs, gooks and other almost inexhausti¬ 
ble morsels of Anglo-American racist 
degradation. Such imperial venom was 
best encapsulated in lord Cur/on’s com¬ 
ment at the end of the 19th century that 
“the Chinese were a decadent and ex¬ 
hausted race*’. 

HONti KtlNt; CONNbO ION 

Psychologically, the diaspora even in 
those moments of greatest revolutionary 
turbulence, have never severed its bonds 
with the Chinese heartland. “It was a 
painful period for us”, reminisced an 
(K'togenarian textile tycoon in Hong Kong 
whose family had fled Shanghai in 1949. 
When the question was raised as to how 
he evaluated in rciio.s|K*ci the Cultural 
Revolution, he retorted with a sardonic 
grin that be would he tempted to say, a.s 
he often said, that it was a brand of col¬ 
lective insanity. 

Ills .son objected lO this fotniulaiion, 
saying that it was loo haisli a itiilgnicnl. 
I he old man nodded and said, perhaps 
not madness, but an inevitable stage of 
China'.s dcvclopniciii. When prodded to 
clarify by what he meant by that he 
asserted that < 'hina’s condition since 1949 
had Irecn healthy, though not always. 

He ca{)ped this comment by adding that 
Mao, w hom he always deleientially refer¬ 
red to as the chairman, was a profound 
philosopher and man of action, but that 
Deng should he considered a.s one of the 
giealesl revolutionaries of all lime. 
Without Mao there could be no Deng; one 
was the outgrowth ut the other. 

'lo manage a country of well over a 
oillinn [K'opic, he siiessed, was no easy 
job. The US was a small count ly by com- 
pari.sun. In this and a vaiicty of other 
ways f.'hina’s ex|icricncc was unique. 
Although he stressed the importance of 
lingui-stic and ethnic homogeneity as an 
clement that contributed to unity, one 
could not ignore important regional dif¬ 
ferences that under certain conditions 
could rupture the country. 
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“Let me say this: 1 have read and 
studied Mao's collected works, including 
his poetry, and my admiration for his 
genius is not in doubt" Deng’s revolution, 
he believed, was not just another phase 
in China’s history but a decisive and ir¬ 
reversible process. “My companies (by 
which he meant his dynasty] and 1 have 
never lost touch with what is happening 
there. Every year, over the last 20 years, 
I have toured the length and breadth of 
my country. It wasn’t tourism. Our deci¬ 
sion to invest on such a large scale was not 
a spontaneous decision but one that had 
matured over many years!’ 

He had met Deng in I97S. His first 
plant became operational in 1978. Here 
was a self-educated man of towering 
erudition. One whose cultural and 
economic pursuits moved hand in hand. 
China’s national interests and the power 
of money-making incarnated in this textile 
and apparel tycoon were thus inseparable 

At a superficial level his business 
outlook bore similarities to that of Charlie 
Wilson, of General Motors, whose legen¬ 
dary aphorism in 1948 was that what was 
good for CM was good for the US and 
vice versa. The assimilation of the 
tycoon’s links to China was never so 
crudely mechanistic 

Indubitably, self-interest measured by 
corporate profitability was the defining 
characteristic of his business ethos. His 
world-view however could not be confin¬ 
ed to the numbers in a balance sheet. He 
was to be numbered among the few, cer¬ 
tainly in the business world, who had 
read—and understood he hastened to 
add—Joseph Needham’s monumental 
multi-volume The History of Science and 
Technology in Ancient China. 

One of his goals was to lift productivity 
in his Shanghai and Guandong plants to 
the level of those in Kowloon. HK and 
Macau. Relentless rationalisation masures 
that included intensifying the work tempo, 
employment of a young labour force and 
over-time and incentive wage payments, 
boosted productivity to the prevailing 
levels of his other plants, in .several cases 
exceeding them. 

Low labour costs (S 60-65 a monthl, 
chcaiier land, subsidised utilities and 
government tax breaks were some of the 
ingredients that went into the making of 
this entrepreneurial saga. These strides in 
productivity and marketing prowess were 
predicated on continuous access to the 
American and, to a lesser extent, the 
European and Japanese markets. Whether 
these conditions will continue to be so 
promising in the years ahead is naturally 
problematic. 

Asked whether he felt uncomfortable in 
cohabitinv. with the party, he smiled and 
said that it was far more important to ask 


if the Party could live with him. Amidst 
general laughter his son stepped in and 
quipped that there are no grounds for a 
divorce. He turned the question into 
another: “Tell me. what’s wrong with 
cohabiting with the party? Does the 
party’s policies run counter to the interests 
of Chinese capitalists, if you prefer that 
name, like myself? Hasn’t the party helped 
our business on all occasions? 1 think you 
know, the answer. And we’ve had the same 
kind of relationship with the Finance 
ministry, both in Beijing and the pro¬ 
vinces. With all of these people, at all 
levels, our relations will continue to be fre¬ 
quent, loyal and amiable!’ 

In discussions with the dia.spora one 
perceives tthat terms such as ‘loyal’ and 
‘loyalty’ were never buzzwords, but had 
a far deeper moral connotation. 

How did he perceive China now that he 
had crossed, like Deng, the venerable 
threshold of 80. He answered that he had 
always borne in mind the old proverb of 
Mencius: “China is a duck that moves 
smoothly on the surface of the water; but 
below the water it paddles furiously’’. 
When he left Shanghai, like thousands of 
other emigres, he had never imagined that 
he would ever return and be treated with 
such generosity. 

Could the economic expansionary tidal 
wave now sweeping China be sustained? 
He retorted cautiously that he was not a 
prophet but he hoped it would. There was 
no striving for dramatic effect, as he 
peppered his conversation with data on his 
balance sheets: a detailed knowledge 
presented effortlessly of ail facets of his 
companies’ operations, as well as the 
political economy of the Economic Zones. 

If the metaphor is accurate that a drop 
of water gives a clue to the chemical com¬ 
position of the sea, then the dynamism 
and ramifications of this octogenarian 
sage opens a huge window revealing the 
super dynamo that is the diaspora. 

What he and the diaspora capitalists 
were striving for was also glimpsed in the 
urumbiguous reflection of a senior party 
cadre in Fujian: “the interaction of the 
two stabilities is vital for China’s 
survival—political stability and economic 
stability with growth. There is no other 
road, '^e break-up of the Soviet Union, 
and Russia now, is there to prove it. Rassia 
is a country from which we have a lot to 
learn by negative example;’’ 

On this point the party’s vision and that 
of the old man converged. National pride, 
that sense of belonging to ‘the great 
Chinese nation’, as the old man labelled 
it, was inseparable from the business 
process. This was not hyperbole. It was a 
state of mind discernible in mo.si of the 
dia.spura’s big-money dynasties, although 
not always exhibited with the same brio 


and passionate commitment as that of the 
textile dynast and his family. 

“I was born near Shanghai, in Soo- 
chow. But when 1 die—and I do not in¬ 
tend to do so before 1997—I shall die as 
a citizen of the Great China, and not a 
subject of the British crown!’ In his deeper 
emotional quests the old man embodied 
a tumultuous social force that had revolu¬ 
tionised China since 1978. It was a Pro¬ 
methean force that colonial functionaries 
of the Patten caste, and his masters in 10 
Downing Street, could never understand. 

SiNGAPOKii Link 

Singapore's private and public sectors arc 
both investing massively in the heartland. 
A young public sector engineer was 
blunter and sharper in his perceptions 
than his counterparts in HK. How does 
one explain the hostility of 10 Downing 
Street to China? He replied in a spirit 
similar to that of Lee Kwan Yew, Singa¬ 
pore’s prime minister, that the UK and the 
US had never really halted the drive to 
destabilise China. 

“We know well what Patten and his 
cronies arc after, l-orget this fancy talk 
about democracy. Just give me the name 
of any British politician at any time that 
has genuinely liked the ChinesF people. 
Mind you we are not only dealing with 
likes and dislikes. We are also dealing with 
intciests. Il doesn’t really matter whai the 
economic and property orientation of the 
party is. What appears to me to be crucial 
is that these two declining powers can’t 
come to terms with a China that is going 
to challenge every aspect of their existence 
much sooner than they bclic/e!’ 

Again and again that same obsessive 
concern with Yeltsin’s Russia made its 
intrusion. “Both our public and private 
sectors are pouring big money into China, 
in most cases in joint ventures. The 
Americans and the British are telling 
us don’t forget Tiananmen. But what is 
there to forget about it? Who created 
Tiananmen? In your vie#, who funded 
that operation? Assuming that it had suc¬ 
ceeded what would have been the upshot? 
Just look at Yeltsin’s Russia.” 

“Where arc the refonns that we’ve heard 
so much about? Where is the money that 
was promised to Russia by the World 
Bank and the IMF, and the US and 
German investors? Where are the reforms 
of that ‘shaman', Jeffrey Sachs? History 
has answered this question. Certainly 
there has to be change in China. But this 
is an issue for Chinese and only Chinese 
to decide, in every way the iomenters of 
Tiananmen and their foreign backcis were 
moving in a direction that was disruptive 
of China’s national interests!’ 
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“Even if it had achieved its goal of 
dumping the government it would have 
quickly plunged China into warlordism; 
China would have been smashed. The 
stage would have been set for pushing 
China on the road to mass impoverish¬ 
ment on a scale redolent of pre-Mao 
China.” 

This last point was not special pleading, 
but is perceived in the thinking of most 
of the diaspora including those in Taiwan. 
In contrast to Thatcher, the CNN and 
BBC, the Tory Mbioids and Murdoch's 
media, Tiananmen had never become the 
diaspora’s rallying cry. 

TAIWAN'S Integration 

The Ihiwancse-born financial director 
of a large shoe plant in Fujian, a graduate 
of the Harvard School of Business Ad¬ 
ministration, although understandably 
more cautious than his HK and Singa¬ 
porean counterparts, revealed, with minor 
nuances, the same cast of mind. At pre¬ 
sent, more than four-fifths of Taiwanese 
shoe manufacture, as well as a vast range 
of electronic manufactures, are in China. 
Wages in the mainland are a lOth of those 
in Taiwan. 

Taiwanese capiulists operating on the 
mainland are naturally cagey about poli¬ 
tical discourse, and with just cause. “In 


the short, medium and long run it’s an 
issue of major importance to me as a 
Chinese. When and if it will ever come 
about and on what conditions 1 cannot 
say, but as far as I’am concerned it’s not 
central to the successful operation of our 
business". 

Although 9-11 per cent of Tkiwan’s 
official exports go to China, a Kuomin- 
tang policy-maker, alarmed at the sizeable 
shift of Taiwan’s industry to the mainland, 
complained that “whatever our business 
do on the mainland, their roots should 
remain in Taiwan”. This is unrealistic, as 
a perfunctory visit to Fujian confirms. It 
is also meaningless because of the political 
splits within the Kuomintang party. 
Rather, that statement and the mounting 
bilateral ties suggest the pace at which 
Taiwan s economy is being integra'ed into 
that of China. 

The profound sense of ethnicity is con¬ 
spicuous: the Fujian dialect is identical to 


that spoken in Taiwan and there are the 
extended family ties and kinship—the 
rangbaothat had never been severed. The 
legal barriers that still separate the two 
economies are crumbling. These bilateral 
ties, as with much else in China, are only 
partially measurable by official data in 
Taipeh and Beijing. Most financial flows 
transit through HK. That too is rapidly 
changing 

in 1984, wheii the economic reforms 
were still at an embryonic stage, the 
Speical Economic Zones in Xiamen 
btxiked 10 calls a month to Taiwan; by 
January 1993. the number had soared to 
1,00,000. In 1984,67 Taiwanese passport- 
holders visited China. By January 1993, 
it swelled to 1.2m with no signs of 
deceleration. Bilateral trading tics in 1984 
were less than S 6,00,000; by end 1992, it 
exceeded. $ 6.3 bn. With contraband trade 
the figure is nearer S 18 bn, according to 
an estimate of the Central Stati.stical 
Office in Taipeh. 


Tabi.e: China —Sn i-< ti ii Inokatohs IV93-2020 



1993 

2000 

2005 

2010 

2015 

2020 

GDP toul (billion $) 

780 

1520- 

2034 

2722 

3643 

4875 

GDP per capita (S) 

650 

1141 

1418 

1761 

2187 

2717 

Population (million) 

1200 

1332 

1435 

1546 

1665 

1794 

Savings (billion S) 

296 

578 

610 

817 

1093 

1462 
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lb speak of ‘the free play of market 
forces* to describe Ikiwan’s transforma- 
Uon, as the Tinance director noted, is 
singularly misplaced. “Who could be so 
stupid as to argue", he observed, “that 
what we achieved in Ihiwan—and it is 
tremendous—could have been done 
without the Kuomintang party (of which 
he was a member] and without massive 
and continuing state investment and 
regulation? Between a Tifth and a quarter 
of our industrial output comes from the 
public seaor. Why should Beijing commit 
bidustria] suicide by liquidating the public 
sector?" 

Ihiwan’s metamorphosis into a world 
trading and industrial colossus, with the 
world's largest foreign exchange reserves 
(over S 90 bn), was at no time an auto¬ 
nomous process geiwrated by ‘the invisible 
hand*, as the high priests of economic 
liberalism proclaim. Between 1949 and 
1969, it received (it was second only to 
Israel as a US aid recipient) an average of 
$ 2.7 bn yearly. 

To this manna was added uninhibited 
access to the US market through the most 
favoured nation clause. It also thrived on 
imperial wars at a pivotal stage of its 
derelopment. The Korean and Indochina 
wars gave an enormous boost to the 
island's economy. 

Indeed, to the chagrin of certain 
negotiators of the US Department of 
Commerce, China has no such intentions 
of either liquidating the public sector or 
central planning. Rather, what we are 
witnessing is a frantic, and so far suc¬ 
cessful, drive to rationalise the public sec¬ 
tor, and not the reckless privatisation pur¬ 
sued with such calamitous consequences 
in east Europe and by the brain dead 
politicos of India's Congress Party. 

CON<'t.l)l>IN<. Rtn It ItONS 

China’s sustained development since 
1978, specifically over the last dexade, 
could no doubt have been achieved over 
a much longer historical period; but what 
has staggeringly accelerated the pulse 
of growth has been the dynamic of the 
diaspora. 

“Making money quickly in China 
without speculation is relatively easy", 
joked a German banker in Beijing. This 
is true with certain important caveats, but 
it has other corollaries. The mainland 
bourgeoisie (their numbers are burgeon¬ 
ing) and diaspora capitalists are getting 
what they have always wanted; politieal 
stability and, for the moment, a non- 
militant workforce that meets the impera¬ 
tives of capital. Docility, however, has 
never been a permanent trait of China’s 
working class. 


Xinhua Ribao rationalises the debate as 
follows; “A tangerine growing in iouthem 
Anhui is called a tangerine, but the same 
fruit is called an orange if it grows in nor¬ 
thern Anhui!* It went on: “The same ob¬ 
ject may have different characteristics in 
different social milieus. Securities and 
stocks are capitalist in a capitalist society 
and are used by capitalists to exploit 
workers. But they can, however, be 
'socialist' in a predominantly socialist 
milieu.” 

Ideologically, this is skating on thin ice. 
Whether that ‘milieu’ can be defined as 
‘socialist’ (by whom is irrelevant) in five 
or 10 years is a matter of conjecture. The 
Ricardians exist not only in France, but 
in China as well. 

Of the essence as far as China’s leader¬ 
ship is concerned—and it is by no means 
monolithic—it matters little whether the 
Chinese 'cat' is black or white but that it 
succeeds in catching the ‘mice’ of sustain¬ 
ed evelopmeni, or in Deng’s inimitable 
formula; 'to be rich is glorious’. That the 
cal is achieving its goal is unquestionable 
Qui whal many are asking is: what will be 
the deeper nature of the animal as it richly 
transforms itself on what it feeds? That 
is another story. 

Notea 

1 The Nnanciai Times, December 29, t992. 

2 What this highlights was that even during 

the heyday of the Cultural Revolution 


(1966-1976) China, in comiast to Brezhnev’S 
Russia, was not afflicied by economic 
stagnation. 

3 Its savings level compares with Singapore’s 
43 per cent, Indonesia (36). HK (31). Ihiwan 
(30) and the US (in recent years 3-4 per cent). 

4 The overall averages dissimulated important 
regional disparities, varying between IS 
and IR per cent in Fujian and Guandong 
provinces. 

3 China is also building up rapidly its own 
domestic capital markets. Plans are under 
way, according to the finance ministry, for 
one of the world’s largest financial centres 
in Beijing. Appropriately, it will be housed 
on what is called Finance &reet and, fay 1997, 
is expected to be larger than the central 
district in HK. 

6 Due to the concourse of three inter¬ 
independent factors—a torally unplanned 
liberalisation, a catastrophic inflation and a 
crass political caste with their decrepit 
institutions—it has lost control of both its 
internal finandal policies and atetnal sector. 
Most of the foreign exchange earnings made 
in the arms industry and petroleum exports 
do not return to the country. An official of 
the Narodni Bank puts this figure as high as 
40 per cent 

7 The New York Times, FHiruary 13. 1993. 

8 Foreign trade officials expect that barter will 
continue to grow at the rate of 20-23 per ceiu 
yearly up to 2000. 

9 There is no formal need for a monetary 
union to cement this integration process as 
it already exists; the yuan has been brought 
into line with the HK dollar which in turn 
is lied to the US dollar, and is expected to 
remain so beyond 1997. 
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Amartya Sen's Utopia 

Andre Belcille 

IncMiualily Reexamined by Amartya Sen; Clarendon Press, Oxford, 1992; 
pp xiv +.207, Rs 275. 


Ah. but a man's reach should exceed his 

grasp. 

Or whal's a Heaven for? 

—Robert b.owning 

1 

AMARTYA ShN’s new book on inequali¬ 
ty is bound to stir many minds. Whatevei 
he writes is written with great force and 
precision, and from beginning to end he 
always remains in control of his argument. 
He has established a commanding posi¬ 
tion in the field about which he writes, 
and all those who are devoted to the cause 
of equality will be reassured to find that 
Amartya Sen is on their side. 

The present work is in many ways more 
ambitious than the monograph on 
economic inequality that he had published 
some 20 years ago.' Although he had 
already shown his interest in larger 
philosophical issues, that book was more 
nariowly addressed to problems in the 
measurement of economic inequality. Its 
argument was presented in a more formal 
style, and it had too many equations and 
diagrams to hold the attention of the 
general reader. This work is presented in 
a more mature and accommodating style, 
and, although nobody should regard it as 
bcd.side reading, it will undoubtedly have 
a wider appeal lhan the earlier one. 

The author registers his wider concerns 
at the very outset by asking: 'equality of 
what?* He takes pains to emphasise that 
inequality is not just a matter of income 
distribution or even of the distribution of 
material resources in some wider sense of 
the term. A major driving force behind 
the sociological study of what is called 
stratification has been the realisation that 
there are several different, perhaps ir¬ 
reducible. dimensions of inequality, and 
not just the economic one The present 
work is animated by a much deeper 
awareness of this than one generally en¬ 
counters in the literature of economics. In 
the language of its author, inequalities 
have to be considered not merely within 
a single space, but within a number of dif¬ 
ferent space.s. A major problem in the 
study of inequality therefore is to identify 
these spaces and to analyse how they arc 
related to each other through encompass- 
menl, exclusion or inclusion. 


Sen begins with the ai resting observa¬ 
tion that the presumed opposition bet¬ 
ween the egalitarian and the libertarian 
views rests on a category mistake and is 
therefore a false one. At least in the 
modern world, all of us, libertarians 
included, want equality in some sense, 
though not always in the same sense. If 
libertarians were opposed to equality con¬ 
sistently and in principle, why would they 
want, as they invariably do, equal liberty 
for all to the maximum extent possible? 
To be sure, libertarians may be oppo.sed 
to the equal distribution of income, but 
that is not the same thing as being oppo.s¬ 
ed to equality as such. I have said that this 
is an arresting argument, and, on the 
whole, it i.s a persuasive one, although, as 
we shall see later, there is more than 
just this to the disagreement between 
egalitarians and libertarians. 

We have to attend to inequality in a 
variety of spaces if we care seriously about 
differences among persons. Human 
beings differ in a multitude of ways, in 
what they are and what they do, and these 
differences have an intrinsic value “One 
of the consequences of 'human diversity' 
is that equality in one space lends to go, 
in fact, with inequality in another" (p 20). 
This fact has important ethical implica¬ 
tions. For, as Sen puts it, “The assessment 
of the claims of equality has to come to 
terms with the existence of pervasive 
human diversity'' (p I). And, again, “The 
ethics of equality has to take adequate 
note of oui pervasive diversities that af¬ 
fect the relations between the different 
spaces" (p 28) 

So, the ethics of equality is no simple 
matter. It has to accommodate inequality 
in some respects in order to secure 
equality in oihei, more important r'lies: 
“The justilicatiun of inequality in some 
features is made to rest on the equality of 
.some other feature, taken to be more ba.sic 
in the ethical sy.stem" {p 19), Sen is an 
egalitarian, nut a populist, and it is good 
that he has made that point clear at tiic 
oul.set, for, at least in India, the line 
between the two is frequently effaced. Wr- 
cannot have equality in every space, and 
very little is to be gained by repealing such 
catch phrases as ‘all men are created 
equal'. Opting for equality in the real 


world means making hard choices, and 
Sen seems to be better prepared now than 
he was before to accept inequality of 
income in the interest of equality of 
something mote basic Bur he still temaiiu 
an egalitarian in the strong sense since he 
is reluctant to accept inequality in any 
respect unless it secures equality in some 
more fuiidamcntai respect. 

It is probably characteristic of the 
enlaigetneni of the author's inlelleclual 
interests in the last 20 years that he 
engages as much with philosophers as 
with econoinisis, if not a little more so. 
1'he work of Rawls has been a great in¬ 
spiration to egalitarians throughout the 
westeni world, and it is. ^ Sen generously 
acknowledges, the siiigle-inosi important 
influence in I he present one. Thai in¬ 
fluence appears lo be most mailed in the 
author’s desire lo build freedom into his 
very conception of equality. In this discus¬ 
sion of inequality by an economist, we are 
far from the conTinina world of Lorenz 
curves and tiini coefficients. 

lb locate a woik within a certain 
intellectual tradition tv of course not to 
deny its originality. Sen's capacity to make 
accuratie distinctions is matchless, and the 
speed with which he moves from one level 
of distinction to another is breath-taking. 
E-ven when he begins with Rawls, he does 
not stay with him very long. As is well 
known, Rawl.v gives a central place in his 
theory of justice to the distribution of 
what he calls “primary goods”, among 
which he includes “rights and liberties, 
powers and oppoiiunities, income and 
wealth".’ Sett wcicomc.s this move for the 
cl feel it has had tii "shilling our concerns 
Irom inequalities only in outcomes and 
achievements to those m opportunities 
and freedoms” (p 86). Hut he feels that 
the move dues not take ns fat enough, for 
“by concentidling on the means of 
ficednni rather than the extent of 
freedom, his theory... has stepped short 
of paying adequate attention lo freedom 
as such" (p 86). Therefore, Sen would 
maintain, the ba.sal space in which equali¬ 
ty ha.s to Ih; secured is the space of 
freedoms lailicr lhan ol primary goods. 

Sen wiiiild argue that in moving from 
the space r>f incumes to that of primary 
goods, and from there again to that of 
ficedonis, we are moving from the peri¬ 
phery towards the core; as we make these 
moves, the pruhictns of comparing, order¬ 
ing and nicu.suring apiiear to become 
mote and more intractable. He is well 
aware of these problems, and does not try 
to sweep them under the carpet. Where 
it concerns matters of great moment, there 
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are often only partial and not complete 
solutions, and he has chosen, wisely 
enough, not to make the best the enemy 
of the good. This is not a manual of 
instructions fur use in government depart¬ 
ments of planning and social welfare, but 
it has enough in it to set at work the minds 
of all those who are committed to the 
pursuit and promotion of equality. 

11 

I have not tried to provide a summary 
of the book, for that would only take 
away from the power and cogency of its 
ai^ument. What I have tried to do instead 
is to give some indication of the richness 
and variety of the author's concerns. The 
book, as I have said, is not bedside 
reading. It compels the attentive reader to 
reconsider a great number of questions 
that can no longer be set at rest by con¬ 
ventional answers, i would now like to 
consider a few specific questions that it 
raises in my mind, although J would not 
expect these questions to occupy the same 
space in every reader’s mind. My obser¬ 
vations wilt deal mainly with three things: 
(a) the inherent properties of social 
arrangements, particularly institutions 
and oiganisatioas; (b) the social evaluation 
of distinctions within institutions; and 
(c) the place of power in the maintenance 
and transformation of organisations. 

Sen tells us in the Preface that his book 
attempts the “evaluation and assessment 
of .social arruiigemcms in general” (p ix). 
and the concern with social arrange-.i.-iis 
is cxprc.ssed at a ntiinber of places. p,'i 
licularly in the eailier p,iii nf the book. 
The authui is no naiiou ccommiisi. nor 
ts he only a philosopher, he is also <i 
distinguished social and poht.cal theorist 
As such, the book deals with imich inoie 
than the mathematical patterns It.ic.icc by 
distributions in various space, ainl one 
welcomes the early signal of a.icntio'i lo 
social arrangements 

However, it is uui'-'.'- ■ ' Jcicrnnne 
what exactly the author has in minu u... . 
he refers to social arrangements. True, this 
is not a text book of social stratification, 
and one should not expect to find in it any 
extended consideration of the nature and 
types of social structure oi social associa 
lion. At the same lime, it is nut easy to 
understand the case for equality m social 
arrangements (and the hniiis to its attain¬ 
ment therein) without some notion of the 
pre-conditions fur the existence and 
operation of such arrangements. How 
does a social arrarigetiient of person.s -- 
any arrangement, actual or possible— 
differ fiom a mcic aggregate or assort¬ 
ment of individuals? If a social arrange¬ 
ment dittcr:, ill some significant way from 
an aggrcguie of individuals, doc.s the 


difference have any implications for 
inequality? 

Where Sen is at his best is in seizing 
upon the multiplicity of different 
criteria—or dimensions, or scales, or 
spaces—in terms of which inequality has 
lo be assessed or evaluated. This would 
give us a large number and variety of 
rankings or serial arrangements, and 
these, taken singly or in combination, may 
no doubt be regarded as social ar¬ 
rangements in some sense of the term. 
Surely, this cannot be ail that the author 
has in mind when he speaks of “the 
evaluation and assessment of social 
arrangements in general”. 

When the economist deals with in¬ 
equality in terms of the distribution of in¬ 
come alone, and points out that that itself 
iv a kind of .social arrangemeni, the stu¬ 
dent of society and its institutions is 
naturally disappointed. Sen raises our ex¬ 
pectations by pointing to the significance 
of human diversity and dwelling upon the 
need to take a great many things in addi¬ 
tion to income into account. But how are 
we lo conceive of the arrangemeni of these 
in relation to each other? Very little is said 
about the rules of combination that might 
enable us to proceed from simple, serial 
arrangements to more complex ones. The 
problem is not that the outcome would be 
an incomplete arrangement; would it be 
a socia/arrangemeni, recognisable to the 
members of a society as resembling even 
partially the one by which they live? 

There is of course a link between 
human diversity and inequality among 
persons, and it is this link that the author 

' V- to be most interested in examining. 
He does not take the view that the more 
iliversi* V there is, ihe more inequality there 
will be, seeking instead to find a way by 
which human diversity may be so arrang¬ 
ed as to minimise inequality in at least 
those respects that we consider or ought 
to consider decisive. It is in a way natural 
to think of inequality in terms of who has 
lu-vt much of what. But it is also possible 
■II think nf it as a constitutive feature of 
a Mxial arrangement independently of the 
persons occupying various positions in 
that arrangemeni. We may equalise a great 
many things among the individual 
members of a society but still be let! with 
an arrangemc-ni having unequal positions. 

Sen would not be himself if he failed 
to anticipate Ihe kinds of problems raised 
above, and he does advert to them, though 
very briefly, in at least two places. Ibwaids 
the very end of the book, he appears to 
make sonic concessions to what he calls 
the "operational asymmetry argument", 
or the argument that “focuses on the 
possibility that the need for asymmetric 
treatment arises from the social role of 
a.symmeiry (c g, a lew people have to lake 


operationid decisions lo avoid confusion)” 
(p 141). I suppose that the division of 
labour and all forms of organisational 
and institutional hierarchy would be put 
under Ihe rubric of 'operational asym¬ 
metry’. This would tend to leave the im¬ 
pression that the elements of such a 
hierarchy are a little like the pieces of 
furniture in a room—or the pieces on a 
chessboard—that can be moved around 
and rearranged to suit the convenience of 
the occasion. We might have our own 
views about the organisatioiutl-hierarchy 
in a car factory; but I wonder how many 
persons would be satisfied with such a 
view of the institutional hierarchy in. say. 
Harvard University ("a few people have 
to take operational decisions to avoid 
confusion”). 

Oplimi.sm about the possibility of social 
arrangements freed from the constraints 
of hierarchy is in fact revealed fairly early 
in the book in a footnote where the author 
quotes, it seems to me approvingly, Ihe 
famous passage from The German 
Ideology which tells of a world in which 
it is “possible for me to do one thing today 
and another tomorrow, to hunt .in the 
morning, fish in the afternoon, rear cat¬ 
tle in the evening, criticise after dinner, 
just as I have a mind, without ever becom¬ 
ing hunter, fisherman, shepherd or critic” 
(p 41, n 8). These are stirring words, but 
I wonder if Sen would be prepared to sub¬ 
mit them to the same critical scrutiny to 
which he .submits the writings of his less 
inspired academic colleagues. 

It is true that the philosopher has to 
concern himself with possible and not just 
actual social arrangements, and perhaps 
even more with the former than the lat¬ 
ter. Sen writes as a philosopher and not 
as a sociologist, and that distinction has 
to be kept in mind even though—or, 
perhaps, especially because—so many 
sociologists now seem eager to present 
themselves as philosophers. Philosophers 
would be unfaithful to their vocation if 
they failed to dwell upon ideals and to 
construct ideal social arrangements in 
their minds, for it is undeniable that no 
society can exist without an ideal that is 
in some way.s different from the actual. 
Those who dwell upon ideals tend to be 
a little impatient about '.he little con¬ 
straints of the actual world, and it is then 
the obligation of the sociologist lo bring 
tho.se constraints to their attention. 

Ill 

.Mlhough the book is entitled Inequality 
Reexamined, what its author really sets 
out to do is to construct a normative 
theory of equality. The strength of his 
urge to demonstrate the importance of the 
norm of equality as the basis of a just 
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society leads him to neglect the obvious 
fact that inequality too is supported by 
norms. They are, it is true, not his norms, 
but they are norms none the less. It is in 
this sense that the institutional hierarchy 
in Harvard University—or ai^ university— 
is more than merely a matter or 'opera¬ 
tional asymmetry’; it has its own nor¬ 
mative grounding. 

At any rate, it is important to note the 
distinction between norms in the descrip¬ 
tive and in the prescriptive sense. Sen is 
interested mainly in the latter, whereas 
other social theorists are also interested 
in the former. Now, these others would 
naturally like to know how far a theory 
of norms in the prescriptive sense takes 
into account the norms in the descriptive 
sense that exist in every society, making 
social arrangements a little more than 
matters merely of operational conve¬ 
nience. The subject bristles with difficulty, 
for proponents of equality, while prepared 
to acknowledge the existence of inequali¬ 
ty as a fact, are often blind to its 
significance as a norm. But our refusal to 
recognise the norms of others docs not 
deprive those norms of their social force. 

The author is no doubt right to tell the 
economists that inequality i.s not, in it.s 
most fundamental sense, about income 
distribution. But not everyone, not even 
every economist, believed in the fir.si 
instance that ^equality in ‘social ar¬ 
rangements’ was at bottom a matter of 
income distribution. Some say that in¬ 
equality is at bottom a matter of social 
esteem, i e, of evaluation of persons and 
positions in social arrangements. Income 
distribution is an extreme example, 
because here the problem of evaluation is 
in a sense so .simple that one tends to 
ignore its very existence. Everyone 
knows that a person with an income of 
Ks 10,000.00 ranks higher than one with 
an income of Rs 100.00—at least in the 
space of income distribution—for reasons 
that arc obvious to everyone; no separate 
effort at evaluation is required. But this 
is a limiting ca.se, and not the typical one. 
A more typical case would be of the 
evaluation of persons in various occupa¬ 
tional positions. A neuro-surgeon ranks 
higher than a cleaner, but it is not easy 
to explain exactly why. The common sense 
explanation that the former enjoys a 
-higher income than the latter will not do, 
for one can wager that the two will con¬ 
tinue to be esteemed unequally even after 
their incomes are equalised; not in every 
society conceivable, but in all those with 
which most of us are familiar. 

One of the persistent concerns of In¬ 
equality Reexamined is with the evalua¬ 
tion and assessment of social arrange¬ 
ments from the viewpoint of equality and 
inequality. But evaluation is a central con¬ 


cept in the sociological study of inequality 
itself. Human beings evaluate each other 
and the positions they occupy in social 
arrangemcnis, largely, if not wholely. 
independently of the work of philo¬ 
sophers. Here is one characteristic of 
human beings at all times and everywhere 
that makes a social arrangement different 
from an assortment of individuals. The 
evaluations that are made by the members 
of a society are extraordinarily complex, 
but they are not altogether devoid of a 
structure. Thus, .social inequality is not 
just a matter of the distribution of goods 
and resources among individuals, but also 
one of the relations among persons with 
a component of evaluation built into 
them. 

I personally find it relatively easy to 
conceive of a social arrangement in which 
everybody has the same income; whethei 
such an arrangement will last very long 
or will be veiv efficient is a different 
matter. I find it, on the other hand, dif¬ 
ficult, if not impossible, to conceive of a 
social arrangement iti which all positions, 
or all persons occupying such positions, 
enjoy esteem, prestige or respect in equal 
measure. As Talcott Parsons had pointed 
out long ago, equal evaluation of two or 
more positions in a society is a special ca.se 
of evaluation and cannot be treated as a 
demonstration of its irrelevance.' 

Can the equal evaluation of persons 
and positions be generated through the 
construction of a social arrangement in 
which ail persons and all positions will be 
equally esteemed, more or less? No 
sociologist can really give a categorical 
answer to this question, and all 1 can do 
at this stage is to express a few misgivings. 
My point can perhaps be made most 
easily by a consideration of institutions, 
which 1 regard as ssKial arrangements of 
a particular kind where individuals in¬ 
teract with each other on the basis of 
rights and obligations and which are sus¬ 
tained, at least in part, by common values 
that are acknowledged if not shared by its 
members in varying degrees. 

I«r the sake of brevity and convenience, 
1 shall take as my example the kind of 
institution with which philosophers, 
economists and .sociologists who write 
about equality and inequality are fimiliar 
from personal experience, namely, the 
university. Now a university— any 
university—is an arrangement of differen¬ 
tiated positions that are graded in a 
number of ways. Some of this is no doubt 
a matter of cimvenience, an expression of 
the kind of ‘operational asymmetry’ refer¬ 
red to above. At the same time, a univer- 
.sity that is unable or unwilling to .sort out 
the better from the worse, the brilliant 
from the dull among its teachers or its 
students, and esteem the one more than 


the other hardly deserves to be acknow¬ 
ledged as one. I must insist that this is not 
just a question of salary differentials for 
the teachers or differential grades for the 
students. It is only when the university is 
collapsing as ati institution, as is now hap¬ 
pening in some parts of India, that 
academic distinction begins to be thought 
of largely in those terms. 

What I wi.sh to stress is that the hierai- 
chical distinctions that are a part of every 
university as a social arrangement are not 
matters merely of fact in the narrow .sense 
of the term: they are grounded in the nor¬ 
mative stiuctuie of the university as an in¬ 
stitution. Those who live and work in 
universities do and must make disiinc- 
tion.s, since, generally speaking, they value 
good physicists more that] indifferent 
ones, outstanding economists inoie than 
mediocre ones, and the average geneticist 
more than the average museologist. Who 
would like to work in a university in which 
all economists are equally esteemed, ir¬ 
respective ol' quality or perforniaiicr? And 
It will nut do to say that the poor 
museologist deserves every hit as much 
encouragement as the geneticist, fur to 
decide in advance to value all subjects 
equally would be the death of innovation 
and progress in academic life. 

A consideration of the hierarchy of 
esteem in a university—or, with appro¬ 
priate qualifications, in any institution— 
brings out the complexity of the processes 
of evaluation on which it rests, i'he most 
senioi professor is not necessarily the best 
paid, and the one enjoying the highest 
esteetii personally may not be either the 
best paid or the most senior. There is the 
esteem due to the position occupied and 
that due to personal attainment. It is well 
known that the criteria by which profes¬ 
sionals rank each othei arc nm the same 
as those by which others rank them. Thus, 
inequalities on one .scale--oi in one 
space —arc to some extent balanced by 
those on another. Hut to go on from there 
lo suggest that we can construct a social 
ariangemciu with so matiy diffeicnt scales 
(hat all inc(|ualilics will di.sappear through 
their simultaneous application will be to 
yield to precisely the kind of empty 
formula--all men are created equal'—that 
Sen has encouraged us to put aside. 

IV 

We cannot speak about actual social 
airanBemcnis—and perhaps even about 
possible ones--without some attention to 
the (iistribiiiioii oi power, including its 
unequal distribution. Unequal power, like 
unequal esteem, is, in my judgment, a far 
deeper source of inequality than unequal 
income.This is, of course, well ap¬ 
preciated by some economists. Many years 
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agOk J R Hicks had concluded the chapter 
on income distribution in his textbook of 
economics, curiously entitled The 
Social t-ramework with the following 
observation; 

Inequality of income is the form taken in 
our society of a mote fundamental 
inequality—the inequality of power. In¬ 
equality of powei persists in all societies; 
it is indeed difficult to sec how society 
could be organised without it.' 

I will add a few remarks to Hicks’s ad¬ 
mirably lucid statement of the ca-se. f^er, 
like its counterpart status (in the sense of 
esteem), is an extremely fluid pheno¬ 
menon; it exists in many different forins, 
such as coercion, domination and mani¬ 
pulation, and it can be thought of as an 
attribute of either positions or persons. 
Here, I shall confine myself to the 
distribution of powci in institutions and 
organisations which, as I have cxpiniiicd. 
are two of the characteristic lorins ot 
social arratigement. leaving aside the 
state and its various organs, we have only 
to think of the organisation of a hospital 
or a rescardi laboratory to recognise the 
fact that every stable social arrangement 
organised on any significant scale must 
accommodate chains of coinmand and 
obedience. 

Of course. Sen recognises that the kind 
of view expressed above is held by some 
persons (such as Hicks in the statement 
quoted, to say nothing of the arch infidel 
1‘arelo). He seems to believe, however, that 
such a view is one among several possi¬ 
ble views: 

In this view, efficiency of operations 
would require that sinrie people sliuuld 
have more authuiiiy or power than olheis. 
Asymmetric tieaimciil may be necessary. 
in this view, even if the people who are in 
authority arc no more lalcntixJ than others 
are (p 141, some emph.ssis added) 

But he does not engage with the view he 
desciibes, and he does not ically explain 
his own view of the extent to which social 
arrangements can dispense with in 
equalities of power. 

An alternative view of the distribution 
of power and authoiity in social arrange¬ 
ments is of course possible. (iraiiting that 
the operational conditions cf decision¬ 
making might require that a few persons 
be given a little extra authority, condi¬ 
tionally and within limits agreed upon by 
* 11 . one might still maintain that this need 
not lead to any serious or significant in¬ 
equality. .Such a social arrangement would 
not be a variant of the oiganisations on 
which all large-scale modern societies 
depend, hut an aliernaiive to them; a case 
for its viability will have to be in¬ 
dependently established. Again, while it 
is true that inequalities of powci of dif¬ 
ferent kiVf.ji and in dilfereni social ar 




rangements do to some extent balance 
each other (a.s in the case of esteem or 
status), a happy outcome in which the net 
balance of inequality will be zero can 
never be counted upon or expected to 
remain stable. 

Egalitarians have since the French 
Revolution pointed to the manifold in¬ 
equalities in actual social arrangements 
and contrasted those arrangements with 
possible ones with equality in a more cen¬ 
tral place. The present work belongs 
within that tradition. There are, to be sure, 
many defects of inequality in our actual 
social arrangements, and we in India 
know this only too well, not so much 
through phiio.sophical reflection as 
through lived experience. These defects, 
many feel, ought not to be all present, and 

j iur social arrangements ought to be dif- 
crent from what they are. But a difficult 
question still remains: how, even on the 
plane of thought, arc we to move from 
'ought to be' to ‘ought to do’? 

As we noted. Sen began with a con¬ 
sideration of the presumed disagreement 
between egalitarians and libertarians, and 
pointed out that the disagreement has 
been both misconceived and exaggerated 
since libertarians, too, are committed to 
equality in some sense that is fundamen¬ 
tal. I'his is true, but there is a disagree¬ 
ment none the less, and that disagreement 
is, if one may put it so, about the move¬ 
ment from 'ought to be’ to ‘ought to do’. 
Egalitarians and at lea.st some libertarians 
might both wi.sh to see less inequality than 
there is, but they would differ profound¬ 
ly on what one ought to do—or whether 
one ought to do anything at all— to bring 
about 'he preferred social arrangement. 

As wc have seen, libertarians are not, 
indeed cannot be, absolutely indifferent 
to the appeal of equality. Nor are they 
completely indifferent to inequality, for 
there is one form of it that is the liber¬ 
tarian's nightmare, namely, inequality in 
(he distribution of power. The libertarian 
who also values equality differs from the 
egalitarian tout court in his reluctance to 
inicivene in the 'natural processes of 
social life*, '['he egalitarian as such has a 
specific commitment to equality insofar 
as he is prepared to intervene in order to 
bring into being his preferred social ar- 
tangemen: even at some cost. Sen has 
indicated his preference for a certain type 
of social arrangement, and he has used the 
resources of his intellect well to justify his 
preference: But we know that actual social 
arrangements are different from the one 
he prefers. He has told us very little about 
what we ought to do—oi what we can 
do~to bring the preferred social arrange¬ 
ment into being, and at what cost. 

To think of social arrangements as mat¬ 
ters of operational convenience only is to 


lose sight of the resistance to alteration 
that has been offered from within the in¬ 
stitutions and organisations of society at 
alt times, everywhere. I am not saying that 
social arrangements are in principle 
unalterable, only that 1 doubt that they 
can be radically altered solely through the 
persuasive appeal of cogent ideas. Radical 
egalitarians I take to be those who are so 
deeply committed to equality that they do 
not fear to use power—either the power 
of the state or the power of the people— 
to bring it into being. It is here that the 
libertarian who also values equality parts 
company with the pure egalitarian, and 
for a reason that the latter ought to 
understand and appreciate: the libertarian 
fears that the power that is used in the 
cause of equality contains within itself the 
.seeds of new, unknown and perhaps more 
sinister forms of inequality. Libertarians 
arc willing to lake risks when it comes to 
making money; they are averse to taking 
risks when it comes to the ii.se of power. 
If I we/c to single out the most serious 
liinitatiun of the book under review. I 
would point to the absence in it of a 
discussion of the inequality of power. This 
is all the more teinai kable as, unlike many 
others. Sen is not satisfied merely to con- 
icmplaie the world, hr wants also to 
change it. 

iNoles 

11 am grateful to Jean Ureze for reading a draft 
of this essay and drawing my alicniion to a 
number ot inaccuracies of expression; the many 
that no doubt still remain arc, of course, my 
responsibility. | 
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Growth and Industry 

AKhima Guyal 

Indualrial Ptiliry and l*lannin|;, 1947*91; It'ndi'nrif^N, Interim’laliunA and 
lasut^s by J C Sandesara; Sage Publications, New Delhi, 1992. 


THIS book sets out to comprehensively 
examine and assess the performance of 
Indian industry with respect to the staled 
objectives of industrial planning and policy, 
namely, (I) growth with diversification, 

(2) protection of small-scale industry, 

(3) reduction in regional disparities, and 

(4) reduction of concentration of economic 
power in private hands. Sandesara first tries 
to gauge achievement by Imiking at the 
statistical picture. Well aware of the am¬ 
biguities of measurement. he presents a 
number of different daia-series to try and 
capture elusive reality, in spile of the defects 
in each. 

Growth: industrial growth is examined 
using data relating to the index of industrial 
production (IIP) (with both 1970-71 and 
1980-81 a.s base), net domestic product and 
factory employment. A number of different 
break-ups of the period I9S0 to 1990 are 
used. Average annual and trend growth rates 
arc calculated. The IIP has been criticised 
in the literature for giving too much weight 
to faster growing industries and therefore 
overestimating the growth rate. Its reliability 
has also been questioned since it depends on 
voluntary response. The alternative, the 
National Accounts Statistics, also depend 
partially on the IIP. The author concludes 
that whatever the indicator used, the rank¬ 
ing of the industrial rate of growth over sub¬ 
periods was as follows: (I) 1955-1965, 
(2) 1975-1989, (3) 1966-1974. Employment 
shows deceleration over the 80s. 

Diverst/icaliom There have been major 
changes in industrial structure. The weight 
of electricity, basic and capital goods rose 
from 2.16,22.23,4.71 respectively in the IIP 
(1951) to 11.43, 33.23, 14.98 in the IIP 
(1980-81). The weights of intermediate goods 
decelerated marginally and of consumer 
goods substantially. The relative weight of 
the public sector increased greatly. Of the 
total domestic product in mining and quar¬ 
rying, manufacturing and electricity, the 
share of the public sector rose from a little 
over one-tenth in 1960-61 to a little under 
a quarter in 1984-85. 

SmaU-Scttle Industry. The author has 
done considerable work in this area. In spite 
of this he chooses to efface himself as inter¬ 
preter, leaving the reader lost in a thicket, 
albeit well laid-out, of careful scholarship. 
There are a number of definitions and data- 
series. Some more guidance on their 
relevance/comparability would have been 
useful. The relative ordering of growth turns 
out to be large-scale industry, modern small- 
scale industry and lastly traditional small- 
scale industry with a corresponding change 
in shares. Of the latter two relatively larger 
factories increased their share. 

Dispersion and Concentration: Data on 
regional distribution indicate that the share 


of more developed states and districts fell. 
Diverse indices indicate a fall in private con- 
ccntraiion, especially when the growth of the 
public sector is taken into account. I'.sen so, 
select fast growing industrial houses have 
incicased their share of assets. A study that 
examined how concentration varied with 
growth, or that developed a growth adjusted 
measure of concentration would be il 
luminating, especially in view of the argu¬ 
ment that licensing was used to pre-empt 
capacity, and at the same time stilled entry, 
productivity and growth. 

Overall Trends: In making his oveiall 
assessment the author makes the intea’siing 
point that in actuality the.growth objective 
was given predominance over all others in 
making plan allocations. Foi example, small 
industry received only 1.5 to 4 per cent of 
total outlay in the public sector from 1951 
and I.S to 2.1 per cent from 1966. Even so 
he concludes that the other objectives have 
been satisfactorily achieved and that it is 
growth which has made this possible. He 
points out that performance with respect to 
these objectives was satisfactory in the first 
15 years, because of high growth, even before 
policies to enforce them had been imple¬ 
mented. Growth itself fell short of plan 
targets and other countries' achievements, 
but compared favourably to that of the pie- 
Plan period. 

An interesting nugget from the author’s 
vast ground level knowledge of Indian in¬ 
dustry is his belief that Indian industry is 
highly competitive: "intense competition 
and rivalry not only among different groups 
to control companies belonging to other 
groups, but also among the individual 
members of the group to control the com¬ 
panies of the same group. Often this.com- 
petition is as ruthless as among the firms in 
the competitive markets" (p 136). How does 
this reconcile with the argument often made 
that Indian industry is high cost because it 
is not competitive? 

in his concluding two chapters the author 
emphasises the need to concentrate on 
designing policy for the medium run of the 
next five to 10 years. He sees growth in the 
first 15 years as driven by infrastructure, 
investment and import substitution in the 
metal-based industries. In the last IS years 
it was infrastructure, liberalisation and 
increased productivity, and the chemical- 
based industries. His recipe for more growth 
is more of the same Expressing concern over 
the slow-down in employment growth, he yet 
feels that non-growth and employment- 
based policies, as the Janata government had 
developed, would be counter-productive. 

Studies on small-scale industriev have 
shown that they are often not capital-saving 
in relation to income and employment 
generation. Traditional small-scale industries 


face shrinking demand, only the modern 
small-scale ancillary sector is likely to survive 
and should be supported. In general the 
government should identify and lielp sunrise 
indu.stries. in viable economic clusters. In 
view of the current debate, the labour- 
intensive. agriculture-based sector that is 
going to lead to a boom in exports and solve 
India's growth and employment problems 
docs not seem to he identify in the author's 
scheme. Sandesara points to the high level 
of sickness in the small-scale industrial 
sector and faults the Bll-R for its tardiness 
in allowing exit. I:arlier he had shown that 
the investment allocation to the small-scale 
sector had not been large. Bfi haps a broader 
measure than the former is required to 
measure the cost to siK'iety of objectives and 
policies that imparted a certain inflexibility 
to the industiial structure. I'he author does 
address the need to evolve both micro 
policies that improve incentives and 
clficiency and macio policies that effect 
oveiall demand and supply. 

Industrial Deceleration: The analytical 
underpinnings of the latter are examined in 
chapter eight. Uie debate on industrial 
deceleration is surveyed but not extended. 
I he author prelers to put the second cut-off 
point at 1975 on the grounds that the rate 
ol industrial growth increased steeply in the 
subsequent year (12.2 per cent as compared 
to 5.3 per cent). He largely supports the 
thesis that both the deceleration and sub¬ 
sequent slower acceleration can be explained 
by ciiangrs in inira-striiciural investnieni and 
libcrali.salian of industrial and trade policies. 
He agrees that notwithstanding the confu¬ 
sion caused by the shift to the 1980 81 base, 
the acceleration of industrial output in the 
80s realty did ikciii. 

Demand and Supply Shen ks- Sandesara 
admits that his explanation neglects demand 
side factors. He lists them as public current 
and capital expenditure, income distribution, 
exports and agricultural output. He says that 
their lolc must be carefully examined, and 
points to the lack ot an analytical framework 
in which this could be done. Often demand 
and supply factors can interact, and in the 
absence ol a cle.-ii understanding of how this 
may be happening, parts of a policy package 
may conflict oi have adverse consequences. 
A few simple examples from the current 
policy debate will suffice. Only if supply is 
the con.straining factor are fiscal and 
monetary compression combined with 
devaluation evsential to release supply for 
exports. It is also not cleat that industrial 
restructuring is |>o.ssiblc in an environment 
ol falling demand and investment or that 
just ‘getting prices right* is sulficient to 
increase both. 

In sum a useful Ixxrk, with a laige amount 
of inlormation very cogently presented. Past 
achievements and current tendencies are 
related to objectives and lessons drawn for 
the future. The lessons would, however, have 
had a stronger foundation if they could have 
been drawn from a tighter analytical 
framework. Ihe author himself highlights 
the need lot the latter 


Economic and Political Weekly April 17, 1993 


757 



The International Food Policy Research Institute (IFPRI), established in 1975 to identify and anal>'se 
policies for meeting food needs of the developing world, conducts research on ways to achieve 
sustainable food produaion, improve nutrition and income levels of the poor, enhance the links 
between agriculture and other sectors of the economy, and improve trade and macroeconomic con¬ 
ditions. IFPRI invites applic'ations for the position of Division Director in its Food Consumption 
and Nutrition Division (FCND). 

FCND reseanh and outreach focuses on identifying opportunities to improve food and nutrition 
security through growth and distributional policies and policy reforms, and through community- 
based development. 

The Division Direaor reports directly to the Direaor General and participates in the overall manage¬ 
ment of the Institute. He/She is responsible for the overall planning and implemenution of the Divi¬ 
sion's work plans, suff guidance and supervision, administration of the Division's budget, and for 
raising special projea funding. He/She panicipates in the research activities and is expected to con¬ 
tinue to publish. 

Kssential qualifications include a doctorate degree or njuivalent in an appropriate field, such as 
agricultural economics, economics, sociology, social or economic anthropology, or nutrition. Can¬ 
didates must possess .sound knowledge and analytical skills related to food and nutrition policy issues 
in developing countries, and a solid publications record. Candidates should have at least ten years' 
experience in conducting research in developing countries, in interacting with policy-makers, and 
in guiding interdisciplinary research teams. Fluency in written and spoken English is required; fluen¬ 
cy in at least one other major language is strongly preferred. 

Initial appointment period is five years and is renewable. Salary is commensurate with qualifications, 
and salary levels and benefits are competitive with other international oiganisations. Non-U.S./Resident 
IFPRI staff receive net salaries free of U.S. income taxes. 

IFPRI is an international and equal opportunity organisation and believes that diversity of its staff 
contributes to excellence. IFPRI, therefore, encourages applications from female and de\'eloping coun¬ 
try professionals. 

letters of interest should include a curriculum vitae and the names of at least three references to: 

Ms. Jodie Marino Nachison, 

Personnel Manager, 

IFPRI/EPW, 

1200 Seventeenth Street, N.W, 

Wuhington, D.C. 20036-3006. 

Tel. (202) 862-5600, Fax. (202) 467-4439. 


7S8 


Economic and Politicnl VUeekty April 17, 1991 




SPECIAL ARTICLES 


Towards a Nuclear Free World 

l*ran (Ihupra 

The nuclear weapons scenario is not as bleak today as it was when India first refused to sign the NPT on the 
ground that it was discriminatory and in the exising form would threaten India's security. A number of changes 
have taken place which if built upon constructively can make it easier to reconcile non-proliferation and India’s 
security concerns and bring nearer the day when the nuclear bomb may cease to be an instrument of the national 
policy of any country. 


SO many and such far-reaching changes 
have taken place in the global nuclear 
scene that iho' must be taken into account 
if non-proliferation is to become a realistic 
goal. If they are, and notably by the US 
and India, then two major gains might 
follow: more effective non-proliferation in 
south Asia, and resolution of the dif¬ 
ferences which divide India and the US 
on this issue Beyond that might lie a more 
realistic hope of a world freed of the use 
or the threat of use of the nuclear bomb 
by any country as an instrument of its 
national policy. 

It would also resolve the unfortunate 
clash which has arisen between two good 
principles: the good principle America is 
pressing, that limitless proliferation of 
nuclear weapons has to be ended if the 
world is to be spared the risk of a terminal 
catastrophe; and the good principle India 
is pressing, that universal treaties should 
rest on non-discriminatory principles. 

Fortunately for these hopes, nut all the 
changes have been of a negative kind; and 
a positive one, which might open the gate 
for many others, has been that both the 
US and India have governments now 
which ate willing to break out of outdated 
tnoulds, and some exciting new vistas of 
hope for permanently ending the menace 
of the bomb have been placed before the 
world by an impressive array of experts 
and authorities. 

But to clear the ground for the positive, 
let us consider the negative changes First. 
The list is long. But it also shows that 
tinkering with the present NPT just will 
not da 

The most dramatic negative change has 
been the emergence of three or four new 
nuclear weapon countries, almost over¬ 
night, with the collapse of the Soviet 
Union. One of them, Ukraine has so far 
mocked at every constraint on its nuclear 
arsenal. It has not signed NPT. has not 
accepted Moscow’s control over the 
nucirar weapons stationed on Ukrainian 
soil by the former Soviet Union, and has 
thereby suited completion of ^ART I 
(which Russia is supposed to apply to the 
whole arsenal of the former Soviet 
Union), and thus it has also blocked the 


much acclaimed START II, because its 
implemenution assumes prior completion 
of the implementation of START I. This 
casts a doubt on the assurance by Ukraine, 
vague in any case, of future compliance 
with NPT, which on its own is also an 
unreliable document, as a lot of recent 
evidence confirms. 

Pakistan and Iraq have shown that the 
present NPT is hopelessly inadequate. It 
can be circumvented by any country 
which, be it temporarily, can enlist the 
connivance of a nuclear weapon power 
which may place some of its imiruKliate 
interests above the long-term goal of 
preventing nuclear proliferation. Iraq had 
signed the Treaty, but the world of oil 
politics enabled it to proceed sub rosa. 
Pakistan proved even more adept in 
cxploitit'g the cold war in Afghanistan for 
its own nuclear aims. North Korea is also 
suspected to have done the same. A new 
dimension has now been added to pro¬ 
liferation with some of the Central Asian 
states of the former Soviet Union com¬ 
ing into possession of nuclear weapons. 

Israel illu.strate$ a particularly acute 
dilemma of the present non-proliferation 
regime. There does not appear to be any 
likelihood either that it will voluntarily 
abdicate its nuclear arsenal, which it has 
acquired after prolonged and successful 
deception, or that it will be compelled by 
the US to do so. But so long as it reuins 
its nuclear armour, with what justification 
can its neighbours be required to abstain? 

NPT is technically inadequate as well 
as politically. At a conference in Moscow 
in May 1992,1 was told by a well known 
American authority on the subject who 
was also a participant. Sidney Greybeal, 
deputy director of the US Centre for 
National Security N^otiations, that the 
reach of IAEA, the Ibeaty’s principal en¬ 
forcement agency, was limited because it 
trad no political authority to challenge a 
violator’s professions of innocence, or to 
carry out an intrusive inspection. The 
powen that be were not interested in 
giving such authority to it. Another co¬ 
participant, and professor at the Centre 
for International Security and Arms Con¬ 
trol at Stanford University. John Harvey, 


pointed out another limitation: even if it 
were given the political authority. IAEA 
would lack the technical mean.s of inspec¬ 
ting a country and verifying its clalnu 
effectively because the present technology 
did not have them. 

Worse was learnt in Washington a fevs 
weeks later, during a seminar on ‘Advanc¬ 
ed Weaponry in the Developing World’. 
Conversations there confirmed both the 
political and technical deliciencies which 
had been pointed out in Moscow. But 
when I pressed the question at the US 
department of state, the seniormosi 
concerned official who agreed to meet me 
said that the US had the requisite 
technologies but had not pas.sed them on 
to lAf'A till then. Why not, and whether 
it had any plans to do so, appeared to be 
questions which went beyond his domain. 

From these facts follow compulsions 
which cannot but make holes in the pre¬ 
sent NPT. At a conference in New IJelhi 
on November 20, 1992, one of the most 
famous names of the cold wat period, 
Robert MacNamani, defence secretary to 
presidents Kennedy and Lyndon Johnson, 
argued with passion and elorjiiencc that 
nuclear wars are unwiniwbic and therefore 
not worth arming for. and therefore so 
unlikely that nuclear weapons have ail but 
lost their utility and might as well be given 
up. And yet MacNamara confirmed that 
the US (and not any of the 'developing 
countries' known or suspected to be in 
possession of nuclear weapons) con¬ 
sidered using the bomb on more than one 
occasion That ultimately it did not press 
the button is the good part of the story. 
The bad part is that the option of doing 
so was considered at very high levels.' 

During the Korean war, according to 
MacNamara, a remark by president 
T'uman came so close to suggesting that 
using the bomb was being considered 
that prime minister Attlee dashed to 
Wuhington to counsel the president 
against such a course.^ Four years later, 
when the French forces in Vietnam were 
besieged at Dien Ben Phu, “the US 
military favoured the use of low yield 
nuclear weapons" against the besi^ng 
Vietnamese forces, until president 
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Euenhonver admonished them. "You boys 
must be crazy” he said, according to 
MacNamara. "We can’t use those awful 
things against Asians for a second time 
in less than ten years. My Cod!” In an 
analysis of the Cuban missile crisis, which 
is valuable for the wealth of detail it pro¬ 
vides, MacNamara shows how close the 
world came to a nuclear war through 
"decisions...distorted by misinformation, 
miscalculation, and misjudgment.”’ 

MacNamara gives these examples to 
show how even the nuclear weapon powers 
shrink back from using this ultimate 
weapon, and he also gives other examples 
to show how they refrained from using the 
bomb against powers which did not 
possess it at that time. But three contrary 
points also stand out from his testimony. 
Firstly, how narrowly the world escaped 
from this tragedy, thanks to the interven¬ 
tion of just one or two men of good judg¬ 
ment. Secondly, in Korea as well as 
Vietnam, the US refrained in situations 
in which it had one or both of two ad¬ 
vantages: one, its own home-based and 
essential national security interests were 
not at stake; and two. it had a sufficient 
superiority in convcniional weapons to 
know that it could protect its essential in¬ 
terests without resorting to the bomb. 
Thirdly, where its essential home-based 
security was at stake, as in the Cuban 
crisis, it refrained in a situation where the 
other side had the capacity for a nuclear 
retaliation. In fact the Cuban crisis only 
proves how great is the value of (he threat 
of nuclear retaliation. 

This third point is underscored by ttn.' 
fact that MacNamara went on to s|)ctl out 
one scenaria which is of (he greatest con 
cern to India and relevance to south Asia, 
in which even he found nuclear weapons 
to be usable and a nuclear war to be win- 
nable; when one side has the bomb »nu 
(he other side not.'* 

In such an equation nuclear weapons 
may be usable because the usei does not 
have to fear retaliation; and such a nuclear 
war can be won by the user because the 
victim cannot but crumble. 

Combine (hat with the constantly 
mounting evidence that Pakistan not only 
has the capacity but several bombs are ac¬ 
tually available already, and you have the 
chemistry for proliferation in south Asia. 
No amount of arm twisting by anyone is 
going to be able to persuade India to ac¬ 
cept such asymmetry. And given the 
political and technological dericiencies of 
IAEA, India cannot accept its assurances, 
even if there were any (and there have been 
none) (hat I^kistan has abstained, or will, 
or can be made to in future. 

Other things have happened since the 
present NPT was institute in 1968 which 
make it porous in the new circumstances 
and therefore inadequate for the emerg¬ 


ing times. Many more states now have 
more highly developed nuclear program¬ 
mes, ostensibly for peaceful purposes, 
than in 1968. Therefore the world is no 
longer as clearly divisible as in 1968, and 
it was not divisible clearly enough even 
then, into countries which had peaceful 
nuclear programmes and also had the 
bomb, and those which had either the one 
or the other, or had neither, or at least 
claimed they had neither. The dividing 
lines have got blurred because a large 
number of countries have programmes 
which they claim to be peaceful but which 
so closely parrallel the route to nuclear 
weapons capability that switches from one 
to other are not easy to detect. 

Given the inadequacies of the presenf- 
day tool.s of inspection and verification, 
or at least of those which arc available to 
the internatiottal community and are not 
locked up in Washington, the problem of 
evasion will grow as nuclear capabilities 
expand and spread. And they will, in¬ 
evitably. However unsafe nuclear energy 
might be—and technologies arc bound to 
be discovered which will make it less so; 
Japan has already made credible claims 
on this count—it will be developed and 
used increasingly by countries which are 
rich in technology but not in oil or other 
sources of energy; Germany joins Japan 
in this category. Already 17 per cent of the 
world’s energy comes from this source. 
The proportion will increase as oil 
resources dwindle, or arc cartelised by 
those who can. 

How are the ever expanding upstream 
'id dcMvnstream uses of nuclear energy 
gc •’ to be policed under the existing 
NP'I iCgime? This problem will grow as 
nucie'<r technology is put to increasingly 
sophistiwu^cd uses, because they approx¬ 
imate even more closely to bomb-making 
processes than does the generation of 
energy iiom nuclear sources. At a seminar 
in New Uelhi in November 1992. a par- 
ticipitni referred to advances in nuclear 
propulsion technologies which are so 
sophisticated that th^ come still closer to 
the nuclear weapons path. 

Assuming, though it is unrealistic to do 
so, that (he smaller suspects can be coerc¬ 
ed into desisting on pain of severe punish¬ 
ment upon discovery, who is going to 
coerce the bigger suspects when they suc¬ 
cumb to the logic of asymmetry so well 
spelt out by MacNamara? How long will 
Germany go on accepting asymmetry with 
nuclear weapon-powered France? Or with 
Britain, with whom Germany had a Fierce 
verbal duel in October 1992? Or how long 
will Japan accept its asymmetry with 
China, which still has bitter memories of 
an eight-year war. or with Russia, with 
whom Japan has a very active territorial 
dispute? Or with the US, with whom, 
Japan's trade war is a very serious matter? 


It is only a couple of years ago that a large 
section of the politically involved 
American population affirmed in all 
seriousness that it believes Japan to be the 
enemy number one (and dM believe so 
even before the Soviet Union began to 
disintegrate). At the end of 1992, an un¬ 
official but high level Japanese council 
warned the incoming Clinton administra¬ 
tion not to risk a trade war with Japan. 
But how long will it be before someone 
remembers, in the US or in Japan, what 
Churchill once said to America: must 

bring matters to a head with the Soviet 
Union before they too have the atomic 
bomU’ 

The present temper of relations between 
all these powers cannot be taken to be per¬ 
manent, and when it frays, a Deaty which 
has large political and technological holes 
is not going to deter any intending violator 
at that level. Or any other level. Presidents 
Bush and Yeltsin showed some awareness 
of this danger as recently as at the start 
of 1993. One reason why both hurried 
through the signing of the START II 
agreement is personal. Both needed to 
score some achievement; Bush to add glow 
to his political sunset; Mbitsin (o help him 
avert the Russian parliament's assault 
upon his powers. 

But reasons of state counted too. Some 
experts believe that START II is full of so 
many economic and technical complex¬ 
ities that it cannot be fully implemented 
in any case within the timetable of 10 years 
which has b^n laid down for it. But it 
might never have been signed at all hy the 
Russian ’nationalists’ who were battering 
at the gates of Yeltsin’s political castle as 
1992 drew to a close; many among them 
are hardliners of the pre-Gorbachev com¬ 
munist and militarist Soviet style. If they 
came to power (hey could not only use the 
complexities of START II to derail its im¬ 
plementation. they could also use the 
loopholes in NPT to’shield violations by 
violators of their choice: 

Of course, this also applies as much to 
the developing countries which are in 
favour of NPT but claim, perhaps ge¬ 
nuinely, that they have the right to develop 
nuclear capabilities for raising their 
technological status for the purposes of 
their economic development. But what 
happens after that? Even if missile 
technologies are not transferred to them, 
some countries in certain situations, such 
as the one in south Asia, can drop a 
nuclear bomb from a conventional 
aircraft. 

China has also objected to restrictions 
on transfer of missile technology, and 
India on the development of its own 
missiles, on the very persuasive ground 
that if it is claimed that the spread of 
weapons of mass destruction can be stop¬ 
ped by NPT, then why should anyone ob- 
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ject to the acquisition or development of 
a missive whicVr migVtt be used, for exam¬ 
ple, for putting communication sateVlites 
into orbit. Chinese participants at the 
AAAS seminar clearly suggested that the 
purpose of such restrictions might only be 
to preserve the space industry market for 
the western oauntries. No technology con¬ 
trol regime can remain proof against such 
diverse and widespread suspicions about 
the possibilities of its misuse. 

An instance of its not being foolproof 
has been given by senator John Glenn 
(Democrat). Claiming to speak from 
firsthand knowledge, he has confirmed 
many other reports which have been cur¬ 
rent, that China has been selling missiles 
to Pakistan. That blows another hole in 
the acceptability of NPT to India so long 
as the treaty cannot give foolproof means 
of verifying Pakistan's future abstinence 
to India's satisfaction (and vice versa). 
There are .similar holes in the acceptability 
of l.sraers abstinence to the satisfaction 
of the Arabs, or the acceptability of the 
Islamic world’s abstinence to Israel, since 
there is so much talk now of a three-way 
race between Pakistan, Iran, and now 
Kazakhistan too for nuclear supremacy as 
between the Muslim majority countries. 
This reported race, exaggerated though the 
reports probably are, enhances the 
possibility that many countries will try to 
acquire nuclear status before more effec¬ 
tive bans thereon are put in place. 

This must be a nightmare to tho.se 
policy-makers in New Delhi who would 
prefer to keep south Asia free of nuclear 
weapons if it can he done without risk¬ 
ing India's security, and it further reduces 
to near nonsense the much touted alter¬ 
native idea that south Asia may be made 
'nuclear safe' if it cannot be made nuclear 
free. No area can be made nuclear safe if 
!t cannot also be nuclear free to the 
satisfaction of all parties, and if such 
satisfaction is lacking, whether for 
technological or oolitical weaknesses in 
the non-prolilcraticn regime, the risk of 
asymmetry will not be run by any coun¬ 
try which has a matching capability. 

This is also the conclusion that results 
from what MacNamara perhaps presented 
as something very encouraging, that 
“India is believed to be able to quickly 
assemble up to 40 to SO weapons; and 
Pakistan possesses a .significant, but 
smaller, capability— it is estimated to 
possess materials and components for 10 
to IS bombs". If by this he suggests that 
having reached this qualitative equation 
both countries should cap it there, he in¬ 
vites the question: how do we know? 

And even if it is assumed that this is the 
relative status, how can We assume that 
Pakistan and India are so superior to the 
US and the former Soviet Union in their 
sense of responsibility and self-restraint 


that after ^Wwing qualiuiive parity they 
'vould dcrisi from the kind of quantitative 
competititm in which the US engaged the 
Sovitt Uiuon even after each country had 
acquired enough bombs to destroy the 
world many times over? India and 
Pakistan might not have the gumption to 
carry on this competition as openly as the 
two superpowers did. But in the absence 
of reliable means of inspecting and veri¬ 
fying their quantitative status to the 
satisfaction of each other, they would find 
it hard to resist the temptation to compete 
surreptitiously. 

Both India and Pakistan would also be 
exposed to the temptation of demanding 
that instead of being discriminated 
against, they too, like the acknowledged 
nuclear weapon countries, should be 
allowed to retain their qualitative status 
on giving the assurance (which inciden¬ 
tally not all the declared nuclear weapons 
countries have given as yet) that they will 
not be the first to use their weapons or 
to threaten to u.sc them. Both should also 
disagree with the discriminatory recom¬ 
mendation by MacNamara that “nations 
not now possessing nuclear weapon 
capabilities” would, if they tried to 
acquire them, “be subjected to .strict 
economic sanctions by the international 
community” on the strength of a resolu¬ 
tion by the United Nations (that is by the 
Security Council, to whom MacNamara 
allots this power, and not to the General 
Assembly). 

C'HANOfcS FOR Tilt BtITtK 

But the foregoing narration, dismal 
though it is, should not be taken to mean 
that the nuclear weapon scenario is as 
bleak today as when India first took the 
stand that it cannot sign NPT because the 
Treaty is discriminatory, or that signing 
it in its present form and circumstances 
would threaten India's security. A number 
of change, have taken place which, if built 
upon constructively, can make it easier to 
reconcile non-proliferation and India’s 
security concerns, bring nearer the day 
when the nuclear bomb may cease to be 
an instrument of the national policy of 
any country, and help India to accept the 
reality that in the meantime a degree of 
special responsibility may continue ;o rest 
upon the existing five acknowledged 
nuclear weapon powers. 

The mother of all changes is of couise the 
ending of ilic cold war, which has changed 
many ailitiidrs. This cannot be relied 
upon as a permanent change for all tunc 
to come. Hut that only makes it all the 
more neces.sary that while the change la.sts, 
institutions must be created which can not 
only eliminate the risk ol a nuclear war 
between India and Pakistan but also 
banish the use of the bomb by any coun¬ 
try for war-like purposes even if the cold 


war reused its head again, whether in the 
former or some new form. 

One change made by the ending of the 
cold war is that some self-restraint on the 
part of the nuclear weapon powers is now 
visible where none used to be before. The 
deep cuts in their nuclear arsenals by the 
US and the Soviet Union and the impen¬ 
ding further cuts by the US and Russia, 
are only the most dramatic evidence of the 
change but are not the only one. It is true 
that the real depth of the cuts so far ac¬ 
tually made has been questioned by some, 
and the reasons for it by others, who 
maintain that desire for a nuclear weapon 
free world has little to do with it. liiey 
say the US agreed only bccaase the finan¬ 
cial burden of maintaining the stockpile, 
let alone increasing it, was becoming 
unbearable, and the collapse of the Soviet 
Union made it unnecetesary to go on bear¬ 
ing it. But be that as it may, the fact 
remains that the coinpelilive building up 
of the rival nuclear weapon piles has 
ended, at least for the present. 

The US has also announced that it has 
slopped further production of plutonium 
and enriched utaniiim, as well as specified 
forms of nuclear weapon tests. Here again 
there is scepticism. Immediately after the 
announcement. The Washington Post 
argued that it did not amount to renoun¬ 
cing the development of new nuclear 
weapons, becaase the existing stocks could 
remain active for thousands of years, and 
even those already enweaptined could be 
recycled into newer weapons. Also the 
renunciations, being unilateral, lack the 
binding force of a treaty. 1'hat too may 
be so, but it does mark a qualitative 
change from previous times, which were 
darkened not only by nxkless vertical pro¬ 
liferation of weapons but also ceaseleu 
preparations (or inventing still deadlier 
ones. India ts among the countries which 
welcomed (he announcement of an agree- 
meni towccii (he U.S and Russia to inake 
further and dci.iO cuts in their nuclear 
arsenals. 

In the AUi against Iraq, though it was 
not genuinely an interna'ional effort, 
mobilised and conducted by or even 
through the United Nations, the Security 
Council played a role most of which was 
supported by all the five permanent 
members, was siisiaincd throughout (he 
war and its aftermath, and was made 
po.ssible only by the ending of the cold 
war. The United Naiion.s was kept in the 
piciiire sufficiently for the question to be 
asked more realist icaliyihan it could have 
been befoie; why should not the world 
body make more active use now of the 
institutions given to it by the UN Charter 
precisely for this same type of function, 
to forestall threats to peace, to end 
hostilities where they might break out 
nevertheless, to intervene against ag- 
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gressore if and they do not desist, to defeat 
them with the help of forces dedicated to 
the United Nations for this purpose by its 
members, and to be the guardian of the 
subsequent peace. 

TWo specific developments look place 
in this regard during the single year of 
1992. The UN secretary general made a 
more far-reaching proposal for the peace¬ 
keeping and peace-enforcing role of the 
United Nations than any predecessor had 
done. Quickly in the wake of that the 
United Nations took a step it has never 
taken before: the General Assembly, with 
only one vote against (by Yugoslavia) and 
five attentions, took the initiative to 
“urg^’ the Security Council to take 
tougher actions under the United Nations 
for enforcing peace in Bosnia, a different 
action from the peace-keeping roles that 
UN has played in many other places. The 
United Nations also undertook the first 
ever ‘preventive intervention’ by sending 
UN military observers to Macedonia 
before trouble could break out there in the 
wake of the break up of Yugoslavia. 

This ‘urging’ by the General Assembly 
for tougher action on Bosnia also went 
some way towards making up for a regret¬ 
table shortcoming in the Secretary 
General’s proposal, that, like the recom¬ 
mendation by MacNamara, it leaves too 
much to the Security Council and too 
little to the General Assembly. This lacuna 
leaves open the possibility of the five 
Permanent Mem^rs again acting as a 
cabal, as during parts of the war in the 
Gulf, unaccountable to the General 
Assembly, which should really be to the 
Security Council what a demociatic coun¬ 
try’s parliament is to its cabinet. But the 
Secretary General’s report is a long step 
in the right direction, and points the way 
towards two future steps: that by suitably 
expanding the Security Council, the 
United Nations should make itself more 
representative of the post-cold war world, 
arid it should make itself more democratic 
by making the Council more accountable 
to the General Assembly. 

But even in the interim period there is 
the safeguard, though not a fully satisfac¬ 
tory one, that one or another of the veto- 
wielding powers is likely to use its veto if 
a substantial number of the UN members 
demand that it do so; these are the realities 
of international politics, and they will 
make themselves even more strongly felt 
when—there is no if about it—the S^uri- 
ty Council is expanded to include 
Germany and Japan, the two countries 
which, more than all other possible new 
members, are bound to have powers com¬ 
parable to those of the present Big Five. 

The second development has been the 
draft convention on chemical weapons. 
India has hailed it as a model of a non- 
discriminatory international agreement. 


because it does four things simultaneous¬ 
ly. It clearly gives the United Nations, not 
individual member countries, however big 
or small, the authority to implement the 
agreement; it gives this authority not only 
to the Security Council but to the General 
Assembly as well; it places restrictions 
upon ail signatories, not only on some; 
and it gives to the United Nations some 
authority to deal with offences against the 
convention on the part of non-sigrutories. 
The power to punish the offender is not 
clear enough and strong enough, as the 
proposed convention has not made it 
mandatory upon the United Nations to 
punish the offender. But it goes far 
enough to raise the question wl^ more 
cannot be done, and soon, and why the 
.same thing should not be done about 
nuclear weapons. 

Another development occurred during 
1992 which, if followed up properly, could 
ease the way towards first freeing south 
Asia and then the whole world from the 
risk of a nuclear war with a credible com¬ 
mitment to a practicable goal. As explain¬ 
ed earlier, one of India’s difficulties in 
accepting NPT has been that reliable 
technical means are not available as yet 
by which India and Pakistan may satisfy 
each other that neither has acquired 
nuclear weapons and neither is moving 
towards that capability. This gap in the 
existing non-proliferation regime was well 
known to technical people of course. But 
it was not to general public The latter, 
including the present writer, had therefore 
suspected that India’s objection was only 
a ploy for not signing NPT. 

But in the aftermath of the Iraq war the 
lacuna came to be much more widely ap¬ 
preciated. Repeated ‘inspections’ of Iraq, 
even under the strict sanctions imposed 
upon the latter as a defeated country, left 
the inspectors and the whole world 
suspecting that Iraq had been able to hide 
away some of its facilities and therefore 
could not be certified as free of bombs 
and bomb-making capabilities. Therefore 
it is now much more widely recognised 
that the international community needs 
to have much better inspection and 
verification capabilities. 

The issues involved have also made it 
clearer that these capabilities, being 
necessarily very intrusive, must only be 
entru.<*ed to a truly international and im¬ 
partial system to forestall their misuse by 
individu^ countries for their own national 
purposes. As the US ambassador in New 
Delhi put it in a recent conversation, Iraq 
has changed the Culture of inspection’. 
Unfortunately the culture of this realisa¬ 
tion has been distorted by some western 
allegations about the alleged unreliability 
of some ‘Islamic’ countries and the 
Islamic world's reactions to that. But it 
has certainly highlighted the technical core 


of the problem, to the advantage of steps 
for a better re^me for the future 

A small sign of this improuement was 
witnessed at the second round, in Nkc^ 
of the AAAS seminar on 'Advanced 
Wfeaponry in the Developing World’, 
nartidpants from the developed countries 
also recognised the importance of closing 
such loopholes in the existing NPT and 
bringing all countries under the improved 
regime, whether they be presently nuclear 
weapon countries or not. This became the 
starting point of an exercise for evolving 
universal norms for all aspects of NPT, 
which would gradually eliminate the 
discriminatory aspects of the existing 
Treaty, which is an essential condition for 
‘co-operative security*, a phrase talked 
about a great deal in 1992. 

In one respect, the Nice round of the 
seminar took a step back from where it 
stood at the end of the first round, in 
Washington. In his valedictory address to 
the Washington round an Americim par¬ 
ticipant. Uitgoff, of the Institute of 
Defence Analyses, in Washington, sug¬ 
gested the far reaching step that ultim^y 
all countries, whatever their nuclear 
weapon status at present, should turn over 
ail their nuclear weapons to the United 
Nations. The idea received no further at¬ 
tention at Nice; except in the drafting of 
the proposed nuclear norms for all coun¬ 
tries. But it is precisely in this respect that 
the most impressive ideas were aired at 
other forums in the course of 1992. 

The logic of this idea was authoritative¬ 
ly explained by MacNamara at the 
seminar in New Delhi. After making the 
case that nuclear wars were unwinnable 
and therefore nuclear weapons unusable, 
he argued that therefore there was only 
one purpose that such weapons could 
serve: deterrence Not deterrence of the 
type practised during the cold war period, 
that of deterring other nuclear weapon 
powers from using them. Tha.t function 
would no longer be needed once all 
nuclear weapon countries undertook, 
which he argued they must, not to be the 
Tirst to use them. But to deter all coun¬ 
tries from violating such an undertaking, 
or in other ways surreptitiously violating 
whatever non-proliferation regime might 
be instituted in the light of the changed 
circumstances. The power of such deter¬ 
rence would then be best entrusted to the 
United Nations. 

More encouragingly, he also disclosed 
how much allegianoehk ideas of ano-flnt 
use undertaking and the worthlessness of 
any use at all. had evoked in the past, 
though the world hardly kiww about it at 
the time, “...in long conversatioru with 
successive presidents—Kennedy and 
Johnson—I reoottunended, without quali¬ 
fication, that they never initial^ under ai^ 
circumstances, the use of nuclear 
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weapons. I beliew the presidents accepted 
nty recommendations'' (emphasis added). 
If president Clinton, the firsi Demo- 
cfatk president since Johnson, and also 
credit^ with eagerness to promote non¬ 
proliferation even harder than his 
Republican predecessors, were to pick up 
wim his Democratic predecessors had 
Iftfl off, he could enhance the cause a great 
deal. An immediate step, or at least an 
interim one; has been proposed by one of 
his own Democratic colleagues, Lee 
Hamilton, chairman of the Foreign 
Affairs House Committee. He has been 
quoted as asking, “if we want to stop 
others from acquiring nuclear weapons, 
we must uphold our part of the bargain. 
Will then the Clinton team revive efforts 
to negotiate a comprehensive test ban trea¬ 
ty (CTHT)?” 

But the team needs to go further. China 
has been the first to declare it will never 
initiate use of the nuclear bomb, and the 
Soviet Union was on record as promising 
the same if the US did too. One presumes 
Russia would not renege on that under¬ 
taking; in any case it is not in much of 
a position to renege. With these three 
countries making this commitment, 
Britain and France would hardly be able 
to refuse, and one docs not presume they 
would wish to. This could trigger the logic 
set out by MacNamara at the seminar for 
making the United Nations the sole 
nuclear weapon power. 

To the astonishment of many par¬ 
ticipants in the seminar, most so the pre¬ 
sent commentator, MacNamara disclos¬ 
ed how close the logic came to being 
activated, and how tong ago. He cited 
ofTicial documents to show that among 
those who believed nuclear weapons were 
worthless was John Foster Dulles, who is 
regarded by many as one of the founding 
fathers of the cold war. So believing, he 
also proposed this weapon should be ‘in¬ 
ternationalised for security purposes’ by 
transferring control of nuclear forces to 
a veto-irss Security Council. The 
disclosure came as a surprise because 
Dulles was the loudest among those who 
used to argue that the US should negMiate 
with the Soviet Union only “from a posi¬ 
tion of strength". 

Among others cited by MacNamara as 
holding similar views as did the softer 
and lesser known Dulles are a former 
chancellor of the Federal Republic of 
Germany (as it then was), Helmut 
Schmidt; six out of eight chiefs of the 
British Defence Staff, including lx>rd 
Mountbatten and Field Marshal Carver; 
admiral Noel A Gaynor, former C-in-C 
of the US ground, sea and air forces in 
the t^ific; and Melvin Laird, secretary 
of defence in the Nixon administration. 

A confirmatory elaboration of the 
views of Dulles was recently given by 


Gerard C Smith, former US ambassador 
at large for non-proliferation matters. It 
adds to the importance of the contribu¬ 
tion which the ending of the cold war has 
made to the consummation of the views 
expressed by Dulles. After himself ad¬ 
vocating “a multilateral approach to 
nuclear arms control”. Smith quoted 
Dulles as stating that atomic power was 
too vast to be left to the military use of 
any one country, and that "its uses .should 
be internationalised for security pur¬ 
poses”. Dulles also added, and this is in 
his own words, “If the Soviet Union was 
prepared to forego the right of veto^' 
America and its allies “might then transfer 
this responsibility to the Security 
Council". 

According to Smith, president Eisen¬ 
hower found the views of Dulles to be ‘in¬ 
teresting’ and invited him to elaborate 
them. Dulles then recommended, in the 
words of Smith, that a ‘vetoless* Security 
Council should be vested with “control of 
surHcient atomic weapons and means of 
delivery to overbalance any atomic or 
other weapons that might be retained sur¬ 
reptitiously by any nation. Before this, the 
United States might obtain commitments 
from nations possessing nuclear capa¬ 
bilities to use the weapons only in accor¬ 
dance with recommendations from the 
UN General Assembly” (emphasis 
added). 

Smith has added the name of another 
famous nuclear weapons authority of the 
cold war years, Paul Nitre, to the list of 
those who have favoured transferring 
nuclear weapons to the United Nations.^ 
Though Nitre called it “a foray into the 
wild blue yonder”, according to Smith he 
also proposed in I960 that “the ultimate 
power of decision on the use of these 
systems" should be turned over to the 
General Assembly, which should order 
their use “only in the event that some na¬ 
tion had initiated the use of nuclear 
weapons, other than on or over its own 
territory, in self-defence against military 
aggression". 

These view.s, if accepted, would have 
replaced the doctrine of mutually assured 
destruction, appropriately accronymed 
MAD, with the doctrine of mutually 
assured abstention. But the closest they 
ever came to acceptance; and that too only 
as a statement of good intentions, not a 
policy commitment, was when presidents 
Reagan and Gorbachev jointly expressed 
the view, in I98S. that a nuclear war 
should not be initialed because it could 
not be won." 

The contribution which 1992 has made 
to bringing the ‘blue yonder* a little bit 
nearer is that the consent of the Soviet 
Union in its new incarnation as Russia ha.s 
become much easier to obtain, bringing 
nearer the prospect held out ^ Gerard 


Smith in 1990; “A UN related security 
mechanism, free from the domination of 
any single power, may well become a 
realistic proposition!’ This harks back to 
the Baruch Plan, which was proposed at 
the very start of the post-world war II era. 
As Smith recalls, this plan was mainly 
defeated by Soviet opposition though 
“some influential currents of US opinion 
also opposed it". He urges the present day 
opponents to “shake off the mind sets of 
the past" now that Soviet opposition is no 
longer an obstacle. 

it is a foregone conclusion that of the 
two major powers which might soon 
become members of the Security Coun¬ 
cil, one. Japan, is bound to accept any 
measures that might be accepted by other 
countries for banning Ihe-usc of nuclear 
power for military purposes. The other, 
Germany, has already demonstrated its 
credentials by proposing the kind of ban 
on chemical weapons through the United 
Nations which it has proposed. These 
credentials have been further underscored 
by Friedbert Pfluger, an MP of the rul¬ 
ing party, CDU, and a former spokesman 
of the president. "hVe need a limeiable” 
he says, "culminating in the UN- 
supervised elimination of all weapons of 
mass destruction and a ban on their fur¬ 
ther production. For purely deterrent pur¬ 
poses, a small remaining nuclear poten¬ 
tial should suy in the hands of the United 
Nations so that no criminal can bank on 
holding the entire world community to 
ransom with a single bomb” (emphasis 
added). 

Favourable developments have also 
taken place in and around and regarding 
south Asia. India's talks with the US on 
NPT have nut reached any port as yet. 
Nor are they likely to unless answers are 
found to India's twin objections, that the 
Treaty as it stands is discriminatory and 
the resulting regime is a threat to India's 
security. But both sides have expressed 
satisfaction over the progress made so far. 
One indication of some was given after 
the lastcst round, in November 1992. after 
which the Indian press reported that the 
US had not insisted on its own earlier pro¬ 
posal (It was an American proposal in 
fact, though l^kisian made it look like its 
own by hurrying to announce it) for a 
nve power conference between India, 
Pakistan, China, the US and Russia. 

1 his change of stance could indicate 
increased American appreciation of two 
difficulties India has been pointing out 
about this conference. The first concerns 
China. India seeks clarifications about 
China's status at this meeting: would it be 
only an observer or a participating parly, 
bound as much as India and Pakistan 
would be by any restraints resulting from 
tliediscu.ssion.s. particularly about Tibet, 
which is so close to south Asia and of so 
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much strategic concern to India as to be 
almost a part of the south Asian security 
region. I 

Before the US formulates its answer to 
this question, the Clititon administration, 
believed to be more uncompromising on 
non-proliferation and more critical of 
China on questions of human rights and 
democracy, would have to formulate its 
overall policy towards China. It might or 
might not go back to where it stood dur¬ 
ing the last Democratic presidency in the 
mid-1960s, according to Seymore ftoih 
in his book ‘Samson Option*. Scymoic 
reports a conversation between Dean Rusk 
and Robert MacNamara. at that time 
secreianes of state and defence respective¬ 
ly in which they discussed India’s nuclear 
asymmetry with China in the mid-1960s. 
While MacNamara agreed only to con¬ 
sider the matter further, Rusk noted later 
"India needed a nuclear deterrent, and 
there was no reason for them not to have 
it”. White this does not meet India’s pro¬ 
blem, it gives a retrospect for the prospect 
in which the US would have to consider 
its options in the present-day context. 

From time to time there have been in¬ 
dications and suggestions that one of the 
wi^ might be for China to withdraw its 
tactiegi nuclear weapons from the Tibet 
region. This would not measure up tojthe 
demand often heard in Indit^ that India 
must acquire the bomb unless China 
becomes a non-nuclear weapon power. 
But it does offer an additional angle to 
the problem, and one for which a prece¬ 
dent has been provided by the reported 
agreement between India and China to 
put more distance between their oppos¬ 
ing forces on the Sino-lndian border. 

India’s second problem with the five 
power conference is that since the pro¬ 
posal was mad^ not only have a few more 
nuclear weapon countries emerged in the 
former Soviet Central Asia, but also the 
prospects of their surrendering their newly 
acquired status to ccntralLsed control 1^ 
Russia have become very cloudy, and 
Ukraine has outright rejected the idea. 
These difficulties might well be at the 
back of the softer phrasing of the 
American position by MacNamara dur¬ 
ing his recent seminar in New Delhi. The 
■pedfic proposals he made, which will be 
nplained shortly, accommodate the con¬ 
tingency that India might “not yet (be) 
willing to renounce nuclear weapons”. He 
has also shifted to ‘the end of the decade* 
the deadline by which India should sign 
a non-proliferation treaty. This is five 
years aRer the time set, 1995, for the next 
international conference for reviewing the 
present NPT. This is time enough to bring 
a non-proliferation regime into harmony 
With the far-reaching and constructive im¬ 
plications o' much that MacNamara 
himself has said as well as many others 


who have been quoted trtKWfc That regime 
would meet the lubstanoe of Indfaft ob¬ 
jections to the present regime 

In the more immediately relevant con¬ 
text of Pakistan, India hat invited that 
country to come up with proposab which 
would enhance mutual confidence and 
trust in the nuclear as in other military 
fields. Recalling that the agreement bet¬ 
ween the two countries not to attack each 
other’s nuclear facilities was the result of 
an Indian initiative; India has invited 
Pakistan to come up with a follow up. 
One liiie India has suggested b that j'wattik 
as India had invited a top ftkistani 
nuclear scientist to visit one of India’s 
most sensitive nuclear installations, 
Pakistan should invite India to a return 
visit. That such visits need not be empty 
gestures is proved by the commendable 
agreement between ihazil and Argentina. 
It was with just such visits that mutual 
confidence between the two main nuclear 
rivab in Latin America was lifted to a tevei 
where they could sign their nuclear renun¬ 
ciation agreement. These suggestions by 
India approximate to those made 
MacNamara. 

A well-informed Indian commentator, 
C Raja Mohan, has also reported from 
Washington that what America is now 
focused upon is not immediate signing of 
NPT by India but “a regional nuclear 
restraint regime between India and 
Pakistan”, or “a regional standstill or 
nuclear freeze*’, to quote the names given 
to such a regime an American scholar 
of the military affairs of the sub¬ 
continent. Stephen P Cohen. Any such 
regime presupposes of course that ways 
can be found of esublishing a reliable in¬ 
spection and verification regime, which is 
the sine qua non of any restraint or 
abstinence arrangement tetween India 
and Pakistan. 

Towards ’The Wild Blue Yonder’ 

If Robert MacNamara and Gerard 
Smith are right—and they are shown to 
be so by the authoritative experts cited by 
them—then the key to the ‘blue yonder’ 
lies in two things: First, in president 
William Clinton picking up from where 
president Reagan left off in 1985, and 
Clinton’s last two immediately preceding 
Dem eratic Presidents left off, John F 
Kennedy and Lyndon Johnson; and 
secondly, the key lies in technology pro¬ 
ducing reliable means of inspection and 
verification which cannot be evaded. 

The first key would set in motion the 
logic developed by MacNamara, leading 
to the United Nations becoming the sole 
nuclear weapon power. What is required 
for it is that the private understanding 
which MacNamara says was given him by 
presidents Kerinedy and Johnson, and the 


semi-underst*nding with jkresideiit 
Gorbachev made public by pirerident 
Reagan, should be converted by president 
Clinton into a publicly delcannl official 
American nuclnr policy, ftst expertenoe 
and any common sense view of the pre¬ 
sent rituation suggest that such a declara¬ 
tion would lead to all five declared 
nuctear-weairon countries committing 
themselves to never becoming the first to 
use a nuclear weapon ‘under any dr- 
cumstai«.cj', ir. MacNamaia’s words. And 
this, by the A;gical steps outlined by 
MacNamara, would lead to all nuclear 
weapons bring turned over to the United 
Nations. 

Such a regime would be far superior to 
what is envisaged in the preamble to NPT. 
“the cessation of the manufacture of 
nuclear weapons, the liquidation of all 
their existing stockpiles, and the elimina¬ 
tion from national arsenals of nuclear 
weapons and the means of their delivery 
pursuant to a treaty on general and com¬ 
plete disarmament under strict and effec¬ 
tive international control”. 

In the first place, being only a wish 
expressed in the preamble and not a com¬ 
mitment and obligation enshrined in the 
treaty itself, it is not binding on the 
signatories to the Dvaty. Secondly, as 
worded, it ties-even this limited objective 
to the far more distant objective of 
‘general and complete disarmament^ pre¬ 
sumably going b^ond nuclear disarma¬ 
ment. Thirdly, it docs not specifically 
place nuclear weapons under ‘inter¬ 
national control’ as against the process of 
general disarmament. 

And, most important, ‘international 
control’ can also mean something dif¬ 
ferent from control by the United Nations. 
In fact, at one stage ftul Nitze, while talk¬ 
ing about international control, prescribed 
control by NATO, which too would be 
international but would abo be very dif¬ 
ferent from control bV the United Nations. 

The second key would ensure that no 
one cheats that logic either before or after 
the United Nations becomes the sole 
nuclear weapon power, the nuclear supei 
cop. Therefore, ‘the blue yonder’ might 
not be all that difficult to reach. 

Of course, this will take time, as any 
great change of such magnitude must. But 
it should not be delayed longer than might 
be safe: Situations which may be ‘difficult 
to foresee but are easy to imagine can 
come in the way and block the progress 
of the logic They can so alter the equa¬ 
tion among today’s declared nuclear 
weapon powers, and between them and 
the two economic superpowers. Germany 
and Japan, that they may no longer be 
willing to disarm themselves against cadi 
other and in favour of the United Nations. 
Fear of thb possibility is confirmed by the. 
reasons of state, mentioned earlier whidi 
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nude pictidemi Bush and Wtsin hurry 
thdr START il atitcmcnt. Or the trust 
between them may decline so much that 
it may hinder the research required for 
devd^ng an infallible inspection and 
vcrincatUm technology, and putting it in 
place before the pace of enforcement 
irretrievably loses out to the pace of 
proGfeiation. Therefore; several steps must 
be taken quickly, sequentially where 
necessary but simultaneously whm possi¬ 
ble; with several teams progressing at the 
same time along several paths. 

The flnt path would be to promote the 
precondition which may be necessary for 
moving towards a no-first-strike commit¬ 
ment. The first step on this path could be 
a clearly declared intention by president 
Clinton that the US would be willing ro 
pledge a no-Hrst-strike commitment if the 
other four declared nuclear weapon 
powers affirmed their willingness to join 
the US in activating the logical framework 
constructed by MacNamara. This would 
add honour to Clinton’s commitment to 
non-proliferation, which is reportedly 
highCT than any preceding US president’s. 

There is an immediately impending oc¬ 
casion for making such an affirmation 
which would be of special interest to 
India. The only existing (20 year old) 
Indo-US agreement on nuclear co¬ 
operation. for the supply of nuclear fuel 
to Ibrapur. is due to expire in October 
1993. Whether this agreement is. or is not, 
renewed in its present or any other form, 
the landmark would be a fit occasion for 
making a joint Indo-US affirmation. If 
America shows willingness in principle to 
make a no-flrst-strike pledge, India should 
match it by an affirmation of willingness 
to join a non- proliferation regime as soon 
as it becomes clear that a universal and 
non-discriminatory treaty of abstinence 
has become ^ realistic proposition’, in the 
words of Gerard Smith. The year 1995, 
when the present NFT is due to go before 
the second review conference, should be 
affirmed as a probable target date by 
which such a ’proposition’ may become 
practicable. 

Prime minister Narasimha Rao hinted 
recently that he did nut consider this to 
be an un-thinkable possibility. He said in 
Rajya Sabha on July 9, 1992 that there 
had been “no indication from Japan or 
the yNest" that they would be willing to 
review NPT. But then he also added, 
“Let’s see what happens in 1995!’ At the 
least, such a joint affirmation would make 
a suiuble revision of the existing NPT less 
improbable while along other parallel 
paths the world move closer to the ‘blue 
yonder’. 

India could also affirm that subject to 
these expectations it would be willing to 
move towards acceptance of all three steps 


urged upon it by MacNamara, that it 
should, by the "end of the decade: (i) sign 
the non-proliferation treaty, (ii) renounce 
the use of nuclear weapons, (iii) open its 
nuclear facilities, both those for peaceful 
uses and military uses, for international 
inspection". India could also announce 
that once the ‘realistic proposition’ emerg¬ 
ed, India would be willing that in the in¬ 
terregnum before all nuclear weapons are 
turned over to the United Nations, India 
would agree to the US shouldering the 
special responsibilities recommended for 
il by Raul Niize in I960, that “USA and 
its allies” could “man, maintain, and 
improve^’ the nuclear weapon systems the 
responsibilities for which it would subse¬ 
quently turn over the ultimate power of 
decision of “the General Assembly". 

Another path would be to design the 
future regime, and particularly to recom¬ 
mend the time-frame for putting it in 
place in the light of the new enforcement 
regime and the new role envisaged for the 
United Nations. It would be necessary to 
tackle during this stage the very sensitive 
business of someone, perhaps the UN 
General Assembly, drawing up the criteria 
and principles according to which the 
regime-enforcing agency, perhaps the 
Security Council, may determine what 
punishment may be visited upon the 
violator, and by whom and how. The aim 
should be to ensure that while the fear of 
such punishment may be sufficient deter¬ 
rence, it should not be such as to leave in 
the violator’s mind the expectation that 
even the ‘super cop’ may not pick up suf¬ 
ficient determination to inflict it, and 
quickly enough. The severity of punish¬ 
ment should fully measure up to the 
seriousness of the offence, but need not 
exceed it by savage margins. 

Matching the scale of punishment to 
the scale of the offence raises the obvious 
question whether the United Nations 
should, and would, have the heart to drop 
a nuclear bomb on an offending country 
wh’ch drops one on another country, and 
whether any doubt in this regard would 
encourage an intending violator to hope 
that he can gel away with it. But the ques¬ 
tion is less traumatic than it may seem. 
The United Nations must do what a vic¬ 
tim armed with a nuclear weapon would 
do; not let the first violation or violator 
encourage a second. The very first one 
must be given exemplary punishment. The 
full retaliatory punishment would be fully 
justified, for otherwise everyone who can 
would develop his own deterrent power, 
and the whole system would break down. 
The whole world would be exposed to the 
‘menace’ all over again. Therefore, the 
violator’s attack on any country should 
be treated as an attack on the whole 
system, and pounished as such. 


in fact immediate exercise of this 
responsibility by the United Nations must 
be made mandatory, rqiardless of the 
rights and wrongs of the equation between 
the violator and his viaim or the equa¬ 
tion of either of them with the United 
Nations or any member of it. 

But all this is only in the realm of 
remote possibilities. If the regime is good, 
there would be little opportunity and less 
incentive for anyo ir 'o make a sneak 
nuclear attack. In the ti-.t place, tight and 
effective inspection can detect prepara¬ 
tions for it at many preceding stages, and 
pre-empt it with a punishment fully 
matching the level of the offence at the 
time of detection. Second, there is no 
reason why fear of retaliation by the 
international regime would be less of a 
deterrent than one by a victim armed with 
nuclear weapons, provided the regime’s 
resolve is firm and seen to be so by 
everyone. Thirdly, the violator would 
know that under such a regime he would 
have even less of a hope than under a 
regime which is a free for all to grab and 
keep any gains he may make alter a sneak 
attack. 

Punishment can be exemplary only if 
it is swift. Therefore the task of meeting 
it out should be left to the Security 
Council. But it should act under a man¬ 
date given it by the (3eneral Assembly and 
under such code, rules and guidelines as 
the latter may prescribe: Should a situa¬ 
tion arise which has not been foreseen by 
the Cieneral Assembly, the Security Coun¬ 
cil should have the authority to deal with 
it on its own, and the precedent dealt with 
later by the General Assembly as it may 
deem lit. which might include working it 
into the code. The Assembly should also 
have the power to review the regime from 
time to time, and to revise and update its 
mandate to the Council. That would 
establish the correct relationship between 
the General Assembly as the legislature 
which prescribes the law and the Security 
Council which implements it. 

Once foolproof inspeclion is instituted 
and the deterrence of punishment for its 
violations is put in place, it will no longer 
be necessary to labour international con¬ 
trol over dual use technologies. Nor will 
it be necessary for any country to pursue 
separate nuclear safeguards against a 
country which it suspects to be hostile to 
it, whether within or outside its region. 
Nor would it be necessary for any coun¬ 
try to apply, as is the tendency at present, 
its own judgments, which by their very 
nature would be unavoidably subjective 
and unreliable, about whether any coun¬ 
try is stable or responsible enough to be 
entrusted with nuclear weapons. 

While work proceeds on one path for 
developing such an inspection regime for 
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the future and another for developing the 
means of enforcement and punishment, 
it should also proceed on a third path for 
making the existing inspection and veri¬ 
fication technologies more effective for 
covering the time it would inevitably take 
before a fully empowered UN system 
emerges as the only institution which can 
have nuclear weapons. For this purpose 
more political authority would have to be 
vested in the existing IAEA immediately, 
so that it may have the power to carry out 
intrusive inspection; and money will have 
to be invested in it to improve its tech¬ 
nological reach. If the US has my useful 
technologies of inspection hidden away in 
its own security vaults, it should disclose 
them to IAEA. Work should also proceed 
along a second axis on extending the reach 
of inspection to the ongoing advances in 
future nuclear technologies which can be 
surreptitiously used for making nuclear 
weapons. Along a third axis should pro¬ 
ceed work for developing the inspection 
and verification technologies which the 
United Nations would need on taking over 
its full responsibilities. 

A fourth path would also be needed 
through the interregnum on the way to the 
‘blue .yonder’. To tide over the inter¬ 


regnum, a whole range of norms of 
nuclear behaviour will have to be in¬ 
stituted, all resting on universally valid 
principles though some may be addressed 
more to the nuclear weapon countries and 
some to the rest. The moral responsibility 
for steering the world through ihe inter¬ 
regnum probably lies more on the nuclear 
weapon powers because it can only be a 
misadventure by them which can blow the 
world up before the final authority can 
be set up for saving the world from this 
terminal calamity. 

All nuclear weapon states should not 
only affirm that they would not be the 
first to initiate a nuclear attack on any 
country. They should collectively sign a 
treaty to that effect and it should be added 
as a binding protocol to NPT< A second 
and similarly entrenched protocol should 
spell out the punitive obligations of all 
nuclear weapon states in the event of any 
of them violating the first protocol. The 
terms of these protocols should be drawn 
up in open and adequate consultation 
with all countries, and under the auspices 
of the United Nations. It should be signed 
before 1995. 

The US and Russia should also agree 


to reduce their stockpiles further, to the 
minimum levels required for the purpose 
of mutual deterrence; by any standard 
they far exceed these levels at present and 
will continue to even after th^ have car¬ 
ried out the cuts so far agreed upon 
between them. There is no reason why the 
other three nuclear weapon sutes should 
not follow the same example; in fact they 
should be forced to do so by the two 
nuclear superpowers. 

From this it follows that the develop¬ 
ment of new nuclear weapons, whether 
offensive or defensive, should be stopped, 
and therefore also all nuclear tests 
because these ate needed mainly for 
proving new weapons. If new nucimir 
weapons are not going to be developed or 
test^, then there is no reason for produc¬ 
ing more fissile materials, because the 
existing weapons ate already armed with 
materials which will remain active for an 
indefinite period. Nor should there be any 
recycling of the elements extracted from 
weapons which are being dismantled, or 
may be in future under agreements on 
further cut.<>. 

As soon as—and why not earlier?—the 
declared nuclear weapon states affirm 
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their commitment to these norms, the 
states which claim to be celebate should 
affirm their willingness to open up their 
nuclear installations for international 
inspection. The two sets of affirmations 
siiould then be implemented by matched 
stages, and both raised to the level of bin¬ 
ding commitments by 1995. 

iMPiK'AiiONS iiiK India 

A special obligation rests in this respect 
on the three corners of the nuclear 
dilemma in Asia; China, India and 
l^kistan. Nuclear compulsions have been 
cascading down these three steps for the 
past 30 years, just as over the preceding 
30 they cascaded down from America to 
Russia to China. Just as Russia went 
nuclear because America had done so, 
and China because Russia had, India has 
been citing the Chinese bomb as the 
rea.son for retaining its own nuclear op¬ 
tion, and Pakistan has been citing IndjjCs 
for retaining its own. Rut if the world is 
to navigate the interregnum successlully 
on its way to total redemption from the 
nuclear menace, this cascade has to be 
reversed. For doing so, the three Asians 
must promise as much, and then do as 
much on this path as do the five nuclear 
power states ranging from China upwards. 

A beginning should be made by India 
and Pakistan as the two Asian countries 
which are $us|)cc:ed but not acknowlcdg 
ed nuclear weapon states. T hey can make 
a bilateral effort in two phases: a first 
phase of confidence building measures 
between them on the nuclear plane at lea.st 
so that they do not push each other down 
on the nuclear incline by each suspecting 
that the other has raced ahead, in the 
second pha.se, each should de-escalate its 
nuclear option to the satisfaction of the 
other till each is convinced about the 
other’s abstinence. In this process they 
may well be able to make a iisciul con 
iribulion towards improving the existing 
international nuclear regime and moving 
the world towards a new and universal 
regime based on the I'N system 

Both countries have nuclear expertise 
of a high order. They can make an 
excellent joint assessment of the kxipholes 
in the present inspection and verification 
regime, and suggest ways of plugging 
them. Whenever they may wish, they can 
also invite experts from other countries to 
sit with them in developing remedies. 
Beyond that, they should also suggest 
ways of equipping this regime for its 
future responsibilities, which have been 
mentioned earlier. 

Subrahmanyam has propo.sed a series 
o*' well-conceived steps for a nuclear 
dialogue between India and Pakistan, 
including exchange of in format it>ti about 


each other’s nuclear programmes, capa¬ 
bilities, future plans and doctrines, ex¬ 
isting and possible, and perceptions of 
each country in the other in respect ol all 
these aspects, in order that the nuclear 
IKtsonality of each may be mote tians 
parent to the othei, and mutual cim 
fidcncc may replace the existing pall of 
suspicion.'' 

Hut he also regards vei it lability of the 
intormalion to be the core ot the piobicni, 
without which there can be little con 
fidence building. Fherefore ways ol im¬ 
proving vcriliability is the ciux, and it 
should come to the lop of the agenda, 
whether the dialogue remains wholly 
bilateral or at a stage of their choosing 
brings in others as well. 

In the meantime, the two countries 
should bilaterally commit themselves to 
not using, oi threatening to use, their 
existing capabilities, such as they may be. 
against each oihei, in addition to the 
agreement tlicv have already reached 
not to attack each other's nuclear 
insiallaiioiis. 

There is enough past evidence to show- 
why India would, and there are enough 
reasons to show why India should, make 
every coriiribuiion it can for a safe 
journey through the interregnum, and for 
reaching the ultimate goal of a IIN- 
basrd global nuclear security system. 
K Subrahmanyam, who ha3 made a pro¬ 
digious contribution to the nuclear debate 
in India, recalls that “as scx>n as China 
conducted a nuclear test, India sought a 
nuclear umbrella from Britain. But l.jil 
Bahadur Shusiri’s request was turned 
down by the Wilson government. Suhsc 
quenily, the Vikram Sarabhai-1. K Jha 
team went round the wot Id in 1966-67, 
seeking a nuclear security guarantee in 
Moscow. Pans and Washington, and diew 
a blank. I tiis was one of the reasons why 
India did noi sign the NPT!'"’ 

Sime Sliastii, who was the prime 
iiiinisicr at lire time, was involved in it, 
aloiigwiih one of the seniorniosi bureau- 
ciais. Jha. and the leading Indian nuclear 
scientist oi lire day, Sarabhai. (he exercise 
shows India would have considered sign 
iiig Ni'T if a satisfactory nuclear uinhiella 
had been available too. But a better um¬ 
brella would be available under c global 
no-fiist-sirike comiiiiiment by all the 
declared nuclear weapon slates, because 
It would be to c ot (he obvious risk ol bid 
den piessures involved in the kind ol 
bilaieial assurances India sought in the 
I96()s. 

Ol course, the umbrella would bee on-'* 
leak proof only when accompanied by a 
reliable and impartial delerrcnl against a 
rogue nuclear attack. I'heiefoic it wnuld 
be fully in ouier lor India to clarify tti..t 
its liiiii'i* action on the pr('p*>‘-.-J 


Indo-US alTirmation would be dep^ent 
upon the actions of the other nuclear 
weapon powers. But it would be equally 
III order for India to make a fully 
reciprocal resptmse to all steps taken or 
conieniplaied in (his direction 

Ouiiiig the inleircgniim the world 
would still be divided into countries which 
are entitled to keep nuclear weapons, and 
those that are not, and India would re¬ 
main morally jiistiiied in objecting to this 
iiicqiialitv But the objection is not as 
waieitight as it seems to be. India has 
accepted the I IN C'hartet, which divides 
the world peiiiiancnily into Five countries 
which have the veto power, and the rest 
who have not, no end to that division is 
in sight. Yet India signed (he charter both 
for the reason that this was the best that 
could be done in an imperfect world, and 
in the expectation that the world would 
become at least less imperfect with than 
without the chatter. 

Hoih irasons argue even more strongly 
in favour ol India siippniiing the steps 
proposed foi the nucleai interregnum. If 
luiiire ciicumstances arc conducive, the 
fiiiuic nuclear regime in the ‘blue yonder’ 
would be les.s discriminatory than the UN 
Charter, and the proposed Indo-US affir¬ 
mation would give a good start to that 
prospect 

(hi the other hand, if India took the op¬ 
tion of surreptitiously ‘slipping into 
nuclear status', as advocated by many 
bomb enthusiasts m India, it would find 
Itself in the worst of both worlds. It vrauld 
neiihet qualify for protection of any kind 
undei the international security system, 
nor acquiie the advantage of deterrence 
through an o[)enly declared retaliatory 
capability. On (he other hand, by making 
(he proposed attirmaiion jointly with (he 
US which at this stage would be a condi¬ 
tional piornise for subsequent action, it 
could give fuiihci impetus to the course 
ol c-v'.-niv oiitliiird by Kobeil MacNamara. 

1 -1 he <. haiiKUig Naiuir of Global Security 
and , 1 : linplK-ations lor South A.sia’ by 
Kobrii MiNaniaia An address presented 
t>v him ai llii- India Inteinaiiorial Centre, 
New IVIlii, (III No-.eiiibrr 20, l•W2. 

2 Ihid 

3 Ibid 

4 I hid. 

.5 I he Inilian I (■/■>/(•(’. r-'cw Delhi, Newember 
12, IW 

(i !hr ttullfiiii i l Scienlisis, 

IKicnihiT. I WO 
7 Ibid 

H 'Ni,v.l<-.(i Seiurily. the Indian Imperative' 
hv k Suhi.ilirii.inyain, The lu-onomic 
/(/>i»”. New Delhi, Aiigiisl 6. I‘W2. 

V I hr t)o>u>n:u- limr\, New Delhi, 
V I'li-lllhl'l Ifi, IW2. 

. 1 ) H ' /-(iifiii.’.i liiiii'y, N(-wi Delhi, August 

y-i'j'i 
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Health as Development 

Implications for Research, Policy and Action 

A K Shiva Kumar 
Vanila Nayak Mukherjrt* 

Policy-makers need to recognise the primacy of good health as an essential component of hunnin development 
in India. It is also important to view health more holistically, and understand how social, cultural, />olilical. economic 
and other factors interact to constrain people's access and contribute to human deprivation. The inter-connections 
are often complex and policy interventions need to be more people-focused, broad-based and multi-pronged. 


IMPRESSIVE achievements and in- 
toleiable shortcomings characterise India's 
heahh perrormaiux over the past 45 years. 
On the positive front, there has been a 
steady decline in mortality rates over 
the years. Life expectancy arid infant sur¬ 
vival conditions are better than what is 
normally predicted for a country with 
India’s level of income And relatively 
speaking, health conditions in India ate 
mote favourable than in some of the 
neighbouring South Asian countries. 
However, a closer examination reveals that 
India may not be doing as well as is 
made out to be For example Algeria. 
Botswana. Cameroon. Egypt. Kenya. 
Libya. Morocco^ Togo. Tunisia, Zaire and 
Zimbabwe are some of the African coun¬ 
tries where infant mortality is lower than 
in India. Again, with the exception of 
Bolivia, all other Central and .South 
American countries report lower child 
mortality rates than India. Serious social 
disparities and abnormally high risks of 
mortality and morbidity persist, \tory little 
is known about morbidity conditions in 
the country. Much less is known about 
other psychosocial and cultural dimen¬ 
sions of health, and the actual illness 
burden facing the majority of people in 
the country. 

Given India’s overall achievements, such 
a performance on the health front is not 
very encouraging. Per capita incomes, for 
instance, have steadily increased over the 
years, and spectacular gains have been 
made in the field of food production. An 
enormous pool of skilled scientific, tech¬ 
nical and managerial manpower has been 
built up. Massive investments have gone 
into infrastruaure development, and the 
building up of an industrial base. Despite 
these achievements, millions of people 
tack access to basic food, shelter, and safe 
drinking water. Diseases arising out of 
acute malnutrition persist, and more than 
a third of the populMion remains illiterate. 
Severe shortage continue in spite of the 
recent expansion in the provisioning of 
public h^th services. 

The workshop on the ‘Future of Health 
and Population in India’s Development*' 
was intended to take stock of health 


achievements and to stimulate new inink- 
ing on policy initiatives. This article draws 
attention to some of the major issues 
that emerged from the discussions and 
the implications for policy research and 
public action. It is, however, not intended 
to be a summary of the proceedings of the 
workshop. 

ASSFS.SINC. Health Pereormanc i- 

laking stock of a country’s health 
status is a complicated exercise. In addi¬ 
tion to the constraints imposed by a shor¬ 
tage of specialised data, comprehending 
the various dimensions of healthy living 
is not easy. Das Gupta, Krishnan and 
Chen, for instance, in tiwn inaugural 
presentation, described India as a country 
experiencing demographic, epidemiologic 
and health transitions simultaneously and 
differentially. The direction of the demo¬ 
graphic transition and the velocity of 
fertility, mortality and population changes 
are as yet unclear. While India’s mortality 
decline has been underway for the past 60 
^ars, fertility has begun to decline only 
over the past 20 years. At the same time, 
India appears to be in the midst-of an 
epidemiologic transition in which chronic 
and degenerative diseases are increasingly 
displacing the poverty-related health pro¬ 
blems of infection, malnutrition and re¬ 
production. Cancer, cardiovascular, and 
other health problems, often associated 
with affluence, are beginning to emerge 
as major cau.ses of death. Concurrently, 
fresh unanticipated health threats, that 
include the AIDS epidemic, environmen¬ 
tal health hazards and an upsurge of 
behavioural pathologies like violence, 
substance-abuse and accidents, <. omplicate 
the epidemiologic scenario. India also 
presents a striking picture where people 
in the same country live in entirely dif¬ 
ferent health worlds, reflecting at many 
levels, an unfortunate polari.sation of 
health between different groups of people 
in society. 

An assessment of health status also 
raises critical questions relating to 
measurement and interpretation of data. 
SpeciFically addressing this issue. Sen 


emphasised the need for objectivity in 
health assessment as a prerequisite for 
policy interventions. He highlighted pro¬ 
blems that commonly arise in connection 
with assessing the objectivity of health 
status, the objectivity of cause-effect rela¬ 
tions, and the objectivity of counterfac- 
tual siatemenis. In any evaluation exercise 
relating to health, it is essential to under¬ 
stand the context in which a particular 
statement is made. At the same time, it is 
neces.sary to asse.ss the internal analytical 
consistency of arguments. Sen, for in¬ 
stance, points out that if one were to go 
by morbidity statistics of the standard 
kind, Kerala reports the highest morbidi¬ 
ty rates, and the poor health states of 
Bihar, Madhya Pradesh, Rajasthan, and 
Uttar Pradesh ropori among the lowest 
morbidity. Docs this then imply that 
people in Kerala are not as ’healthy’ as in 
the four poor health states? There are 
some who may argue that in Kerala, whik 
health progress has helped to reduce mor¬ 
tality, malnutrition exists which manifests 
itself in ill-health. However, an equally 
persuasive argument can be made that the 
more educated population in Kerala has 
a greater awareness and interest in health, 
and thi.s gets reflected in a higher utilisa¬ 
tion of health services. Similarly, the 
reported self-perception of morbidity is 
reported to be higher in the US than in 
Kerala, and once again, such data could 
be inter preted as denoting belter ’health’ 
status in Kerala than in the US. The reality 
of the situation, of course, could be far 
more complex. The repo, ted high rales of 
morbidity in Kerala and low rales in Bihaf, 
for example, may not reflect the actual 
rates of illness and ill-health in these two 
Indian stales. What is clear in this case 
is that a literate population in Kerala lends 
to have a greater understanding of illness, 
whereas an illiterate and ignorant popula¬ 
tion as in Bihar may have little apprecia¬ 
tion of their health predicament. Also, 
better access to health services makes it 
easier for health-care seekers in Kerala to 
avail of such services, thereby increasing 
their perception and understanding of 
illness. Information on self-perceived 
morbidity rates when seen in relation to 
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other pieces of information, becomes 
valuable for understanding the overall 
health picture. Self-perception, therefore, 
may prove to be a rather unreliable guide 
to the prevalence of illness and ill-health, 
but it does provide important clues to the 
persistence of such deprivations. 

Participants also pointed to additional 
complexities arising from the political 
economy of health care. Several features 
of ‘health* make it different from other 
publicly provided goods. The provision¬ 
ing of health-related commodities and ser¬ 
vices offers opportunities for price 
discrimination as resale of the product is 
virtually impo.ssible. In the Indian context, 
however, where price di.scrimination in 
public hospitals and health-care centres 
has not been encouraged, both the rich 
and the poor pay the same price for the 
service Since there is often only a nominal 
charge for the servic'e.jhe more expensive 
the service the higher is the subsidy. Con¬ 
sequently, the rich often get subsidised to 
a greater extent than the poor. Again, in 
the marketing of health products, the con¬ 
sumer loses much of his or her sover¬ 
eignty, as it is the doctor who makes the 
purchase decision for the consumer. This 
weakens the influence of the traditional 
budget constraint on household purchase 
decisions. Kinaily, health outcomes are the 
result of interventions that go beyond the 
realms of medicine and public health. 
Consequently, identifying precise causal 
linkages become extremely difficult. It was 
against the background of such considera' 
tions that participants at the workshop 
examined and analysed India's health 
achicvemcnt.s. 

POVhRtV. Dl-l>KIV/vriON AND iLL-HtAl.TH 

Several papers presented at the 
workshop sought to explore the multi¬ 
dimensional and complex linkages bet¬ 
ween poverty, deprivation and ill-health. 
While poverty, or a shortage of income, 
is customarily identified as a causal factor 
accounting for poor health, in reality, the 
picture is far more complicated. Tendulkar 
articulated some of the two-way inter¬ 
actions between poverty and health status 
at the conceptual level, l or instance, not 
all households classified as poor because 
of their inability to afford normative 
minimum standards of living need neces¬ 
sarily be suffering from poor health con¬ 
ditions. Nor is it always true that all those 
in poor health conditions ncces.sarily 
belong to poor households. He also 
pointed out that the relationship is 
strongly influenced by the nature of 
poverty itself, i e, whether it is persistent 
or transient. Again, the one-to-one corres¬ 
pondence between poverty and health 
status is further complicated because 
spoverty is measured on the basis of 


current levels of living, whereas most 
health status indicators are a result of 
cumulated levels of living. Economists 
have paid considerable attention to deHn- 
ing poverty, estimating its incidence and 
prevalence. Much less attention has, how¬ 
ever, been paid to the impact of poor 
health on the economics of the individual 
and the household. Very little, for in¬ 
stance, is known about the impact of ill- 
health on the economic productivity at the 
rndividual. household and national level. 

Discussants at the workshop also 
emphasised that while a focus on poverty, 
or a .shortage of incomes is useful, it is 
by no means sufficient to focus only on 
incomes. Dieze, for instance, indicated 
how exclusive reliance on measures of 
poverty based on income and expenditure 
data often tends to mask poor health con¬ 
ditions. There is a need to combine an 
analysis of per capita expenditures, with 
demographic and health indicators in 
order to arrive at some plausible explana¬ 
tions for poor health. For instance, high 
levels of per capita expenditures may pro¬ 
vide very little information about the 
vulnerability of poor and deprived com¬ 
munities. Again, per capita health expen¬ 
diture is likely to be an extremely poor in¬ 
dicator of both the quality of services 
available and also the access to the health 
services. 

Poverty, or the shortage of incomes 
nc^ not necessarily be correlated in any 
IMcdictable manner to deprivations in 
several dimensions of decent living. One 
such case relates to environmental pollu¬ 
tion. Cuba's historical analysis highlighted 
the significance of environmental sanita¬ 
tion as an essential preventive component 
of public health interventions. In India, 
while lethal diseases like cholera and 
smallpox have been controlled, diseases 
like dysentery continue, despite increasing 
expeiidiluie on sanitation and water 
supply. Curative services have controlled 
mortality, but not morbidity which con¬ 
tinues to rise. Guha emphasised that in 
addition to macro-sanitary measures, it is 
equally im|)oriant lo focus on environ¬ 
mental contamination within the house¬ 
hold. Historical evidence from Britain, for 
instance, demonstrates that improvements 
in domestic micro-environment contri¬ 
buted significantly to a dramatic decline 
in inf.-nt and child mortality in the first 
decade of the 20th century. A focus on the 
linkages between deprivation and ill- 
health also draws attention to the fact that 
poor health is not necessarily a 'medical' 
problem. Thus, merely expanding the 
supply of health services may riot yield 
desired results, unless deprivations in 
several human dimension-s, such as in 
education, social freedoms, and so on are 
simultaneously addressed. 


Food Security, Malnutrition and 
Vulnerability 

Closely related to the theme of depriva¬ 
tion and ill-health is the issue of access 
to basic food needed for healthy living. 
Several participants drew attention to the 
crucial role of food security in protecting 
the vulnerability of poor households. 
Chakravarty, for instance, pointed out 
that during the decade of the 70$ in 
India, adult life expectancy rose without 
any perceptible decline in the poverty 
ratios. This goes contrary to the presup¬ 
position that a reduction in absolute 
poverty must be the causal mechanism 
through which survival chances are 
improved, if diseases are successfully 
controlled. Her empirical analysis sug¬ 
gests that while a Malthusian mortality 
response could emanate from a depressed 
real income effect, society manages crises 
belter largely through public entitlement 
routes. As successive mortality peaks were 
dampened, the survival rates improved as 
a whole. Discussions focused particularly 
on the consequences of famines and food 
shortages on people's health, and the types 
of policy interventions that result in 
positive benefits. Dyson and Mahapatra, 
for instance, analyse the patterns in mor¬ 
tality rates in Bihar in 1966-67, ind in 
Maharashtra between 1970 and 1973 dur¬ 
ing the food crisis years. They examine 
whether famine relief measures were suc¬ 
cessful or effective in affecting demo¬ 
graphic consequences like mortality, and 
how far the geographical distribution of 
mortality corresponded to various proxy 
measures for failure of agricultural pro¬ 
duction. While the evidence from Bihar 
indicates a predictable pattern, with 
mortality rising in areas affected by crop- 
failure, a different picture emerges in 
Maharashtra, where excessive deaths were 
reported in areas with assured rainfall. In 
seeking explanations to the paradoxical 
finding in Maharashtra, they point out 
that it is neces.Nary to understand belter 
the nature and types of human responses 
to famine conditions. For instance, the 
higher mortality rates could well be a 
reflection of distress migration from the 
dry zone to wet areas. Equally important 
is the need to assess the extent and effec¬ 
tiveness of relief measures put into place 
by the stale governments. As pointed out 
by Dreze, Bihar suffered from poor 
targeting of relief measures, whereas in 
Maharashtra, the system was far more 
effective. In any event, however, it is very 
difficult to interpret the relationship 
between famine and mortality, especially 
since increased mortality is not an in¬ 
evitable component of famine There is 
also a complex and less understood inter¬ 
action with diseases. The analysis of the 
linkages also has to take into account the 
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Icvcb of eommuniailion ind infrasiruc- 
tuK devdopment in the suics which may 
create differential impacts on morulity. 

Pwticipants also traced the linkages 
between access to food and nutritional 
outcomes. Chatterjee, for example, 
pointed to several (actors such as lack of 
access to resources, inadequate education, 
intia-household food allocation patterns 
favouring boys and adult men. and so on 
that contribute to malnutrition and poor 
health. Given how closely many of these 
considerations are tied to the livelihood 
patterns of people, especially among the 
poor, axaiefui analysis of the health con¬ 
sequences of the functioning of labour 
markets, in particular, becomes crucial. 
Ray raised several issues relating to the 
linkages between the operation of market 
forces and nutritional status. He elabo¬ 
rated speciHcally on the impact of the 
flexibility of labour markets on energy 
balance and nutritional outcomes, in a 
situation where the labour market is 
characterised by flexibility representing 
the ability of an employer to replace an 
employee, and surplus labour which im¬ 
plies a low degree of tightness, or a lack 
of alternatives for the labourer, Ray 
argued that the flexibility of the labour 
mqrket becomes critical with increased 
flexibility contributing to a deterioration 
in the nulriiiotul status of the workforce. 
More severe consequences emerge with the 
incorporation of the effects of adaptive 
mechanisms in the body to lower nutri¬ 
tional intakes. Increased adaptation 
unambiguously worsens the nutritional 
status of the population, as the market ap¬ 
propriates the surplus generated. Ag¬ 
gregate statistics such as the overall supply 
of food in the economy, have little to do 
with the process of deterioration of nutri¬ 
tional status. 

Participants envisaged an important 
role for government interventions in order 
to ensure people's access to food especially 
during periods of shortages. Participants 
argued for a more careful appraisal of the 
public distribution system, and a re¬ 
examination of issues surrounding food 
security and entitlements. 

Socio-Economic Disi*a«iiiks 
IN Wi-.I.C. BtINCi 

An extremely disturbing feature of the 
Indian experience has been the perpetua¬ 
tion and possible accentuation of various 
forms of inequalities. Participants drew 
attention to the nature, extent, and im¬ 
plications of such differentials. Striking 
differentials exist in the health conditions 
between rural and urban areas. Visaria 
and Cumber point out, for instance, that 
while rural-urban differentials continue to 
exist, during (he IS years between 1976 
and 1990, infant mortality rates in rural 
areas have dropped marginally faster than 


irt urban areas. It is, however, important 
to note that m^r differences exist within 
the rural areas itself, and between rural 
and urban areas across the stales. For in¬ 
stance, rural Kerala differs significantly 
from rural Manipur, or rural llitar 
Pradesh in terms of geophysical, infra¬ 
structural, and other characteristics. 
Similarly, even in the urban areas, popula 
lions are not homogeneous. Very little is 
known about the health conditions ol dif 
ferenl sokio-economic groups. Guha 
Sapir, for instance, presented the re.sulis 
of a study of urban slum dwellers in 
Calcutta. She pointed out that while an 
urban bias did c.xisi in the provisioning of 
health and other services vis-a- vis rural 
atea.s, the urban-bias in the provisioninx 
of health-care services discriminated 
against the urban poor. T he lack of access 
of the urban poor was accentuated by the 
severe shortages of good health services. 
Social, political and epidemiological 
parameters of the urban poor also tend 
to be substantially different from their 
rural counterparts. The universally ap¬ 
plied rural model of primary health-care 
centres in India often does not incorporate 
differences in health and nutritional pro¬ 
files of the rural and urban communities. 

Several reasons were advanced for the 
existence of such large rural-urban dif¬ 
ferentials in health status within the coun¬ 
try. C.'rook, for in.stance, attributes the 
lower levels of mortality in urban areas to 
better access to curative medical services 
in urban areas than in the rural areas. He 
also points nut that while malnutrition 
can be present in both urban and rural 
areas, mass starvation has been observed 
principally in the rural communities. 
Recent analysis also suggests that propor¬ 
tion of the poor among urban popula¬ 
tions is lower than the corresponding pro¬ 
portion among rural populations. Among 
the principal factors contributing to such 
differentials are the inadequate levels of 
literacy, especially among women in rural 
areas, risks and iluctuations in earnings 
arising from crop failure.s. and the lieiter 
access to qualified liealth workers in urban 
areas. Crook also suggested that u con¬ 
tiguity of cultural experience and a 
similarity in the levels of service provision¬ 
ing tend to reduce the rural-urban gap. as 
is demonstratixl by the southern staics of 
Kerala. Karnataka ancl Tamil Nadu. 

Further indication of differentials in 
health status of r>eople belonging to dif¬ 
ferent socio-economic groups is provided 
h-, examining data relating to populations 
classified as scheduled castes and schedul¬ 
ed tribes in the country. Sundari, for 
instance, highlighted the consequrtices of 
material arid social deprivation on the 
health status of a scheduli^ caste com¬ 
munity in Chinglepet district of Tamil 
Nadu. Compared to backward castr 


families, the study found that both infant 
and under-Hve mortality rates and marital 
fertility rates arc much higher amdng the 
scheduled caste families. The morbidity 
profile of women and children are not 
very different from other castes, but im¬ 
portant differences emerge in the causes 
of morbidity. For example, lack of sanita¬ 
tion and pollution were found to be 
largely confined to families belonging to 
scheduled castes living in separate 
hamlets. There is low utilisation of health 
services and complications associated with 
pregnancy and childbirth are considerably 
higher among scheduled caste women 
than among women belonging to back¬ 
ward castes. T he low utilisation of health 
services was neither due to ignorance or 
cultural beliefs, but due to resource con¬ 
straints and certain socio-cultural 
obstacles common to women. At the same 
lime, the hcalth-.seeking behaviour was 
more encouraging among children than 
among women. Fifty-one per cent of the 
children who had a health problem had 
been referred for medical help, and <hcre 
existed a relationship between the nature 
of illness and symptoms and health- 
seeking behaviour. Among women, only 
15 per cent sought medical help, and the 
pattern suggested that a conscious selec¬ 
tivity prevailed in favour of women who 
were most at risk and whose opportunity 
costs of being ill was quite high. 

Drawing attention to the large inter¬ 
state differentials in infant mortality that 
exist, Kumar argued that high infant mor¬ 
tality rates arc not necessarily a medical 
problem, but arc linked in complex ways 
to a whole set of social, political, 
economic, and other factors. Comparing 
the experiences of Kerala and Manipur, 
two Indian states with the lowest infant 
mortality rates, with the experience of 
other high infant mortality states reveals 
that infant survival was crucially depen¬ 
dent upon maternal capabilities, and 
women's freedoms to act in wafs that are 
likely to be beneficial to the child. In 
addition to literacy attainment, Kumar 
also highlighted the importance of oc¬ 
cupational and marital choices in influen¬ 
cing child survival. The analysis pointed 
to three crucial domains of public policy 
intervention; public action for women's 
cmpowerincrit, public action for improved 
acccs.s, and public action for improving 
the techno-managerial efficiency of health 
care systems. 

Duggal outlined the regional disparities 
in health-care development comparing the 
experiences of Mahatushtra (an industrial¬ 
ly advanced state), Punjab (agriculturally 
advanced), Kerala (socio-politically ad¬ 
vanced) and Bihar (completely backward) 
with the rest of India. The significance of 
economic development as an important 
leveller, with its bearing on health and 
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other social indicators was evident in the 
case of Punjab, and to a lesser extent in 
Maharashtra. Unlike Punjab, where the 
rural-urban differentials arc narrow. 
Maharashtra has an urban bias, with 
pockets of urban arca> reaping the growth 
benefits of the state. On the other hand, 
in Kera.'a, the socio-political process has 
;n.sured better distributive justice. Factors 
that contribute to regional diparities in 
health status include differences in macro- 
economic Qolicies that differentiates bet¬ 
ween rural and urban areas, levels of 
government provisioning, and in the pro¬ 
cess of empowerment of the people so 
they can effectively demand better health¬ 
care facilities. 

Another major area of disparities about 
which very little is known relates to the 
health status of different age groups of the 
population. Many participants felt that 
while infants and children had attracted 
attention from policy-makers, veiy little 
attention had been paid to the health pro¬ 
blems of adolescents, adults and the aged 
in particular. 

WoMlNs FII'AI.iii and Ni.CiI.K II.I) 
C'ONt I RNS 

A recurrent theme ot the workshop was 
a consideration of the gender bia.scs in 
health, and the need to focus more 
carefully on women's health issues. 
Discussants ideniilicd speiinc health pro¬ 
blems women face, and made a strong 
case for a gender-toi. used understanding 
of health issues. In addition i(> f'' >-siiig 
on gender differences in health tutwce.i 
men and women, ihetc is an iiigcri 
need expres.scd u< uiideisiand the hcjltn. 
vulnerabilities of women 

Participants also drew alieiiiion to the 
unfavourable Icsels and trends in I'emale- 
to-male ratios in India’s popui.ni sr. Part 
of the problem lies in ihc highei nsks of 
mortality and the poorer health condi 
lions that Jeie»:hhov and 

Rao, for instance, argue mat ' 

ly rates among women as revealed by 
maternal deaths due to sepsis, anaemia, 
toxemia, haemorrhage and abortions, in¬ 
dicate that women's health in general, and 
leproductive health in particular remain 
largely n^lccted. A significant proportion 
of such deaths among women are the 
combined effects of poor health, poor 
nutrition, and a prolonged and closely 
spaced (seriod of fertility stretching from 
adolescrncc to menopause Poor nutrition 
of girls especially in childhood and 
adolescence have serious consequences. It 
is not just early marriages-and adolescent 
child-bearing that leads to this situation, 
but the low levels of health service utilisa¬ 
tion, and the prHir quality of fteallh-care 
received during pregnancy are also respon¬ 
sible for both the high levels of neo-naial 


mortality and maternal mortality. In ad¬ 
dition, the burden of work shouldered by 
women gives rise to constraints making it 
difficult for them to seek health-care. The 
reproductive morbidity profiles of women 
which include gynaecological, obstetrical 
and contraceptive morbidity is an area 
that needs careful examiifiation. 

Bliat, Navaneetham and Rajan, in their 
paper, present an indirect method for 
estimation of the magnitude of the 
incidence of the maternal mortality in 
India. The method is based on age- 
specific death rates by sex. fertility rates 
classified by age of the mother and an 
assumption of the age-pattern of mater¬ 
nal mortality. Bhat contends that the 
method is svctl suited to the nature of data 
availability in India. Application of the 
method to the Sample Registration System 
Data of 1982-86 produces an estimate of 
maternal mortality of SSS per 1,00,000 
births for India as a whole. Incidence of 
maternal mortality appears to be relatively 
high in the northern and eastern parts of 
India. Further, a decomposition of mater 
nal mortality between 1972-76 and 
1982-86 shows that 20 per cent of the 
decline in the maternal mortality rate 
(MMR per woman) could be attributed to 
the decline in fertility, and 8 per cent of 
the decline in the MMR (per birth) is 
explained by the change in the age 
schedule of fertility 
In addition to focusing on health pro¬ 
blems of women in general, participants 
also drew attention to the need for pay¬ 
ing special attention to the problems of 
the more vulnerable among them. Focus- 
i.ie on widows, for instance, who form 8 
pci cent of the total female population 
ii! .1 number more than 2S million (1981 
(.'enstjs;, Chen and Dreze highlighted the 
iurvuliar economic and social vulnerability 
of this group of women. The deprivation 
of widows is quite severe and their relative 


mortality risk is quite high. This is 
especially among widows who live'alone 
and those who live in households Waded 
by individuals other than their sons or 
themselves. While the study sought to 
understand the special constraints impos¬ 
ed on widows by the socio-economic and 
cultural environment, it also drew atten¬ 
tion to the extremely limited knowledge 
that existed on the health conditions and 
responses of widow* 

Participants also pointed out that 
focusing on women’s health issues does 
not necessarily imply an increased provi¬ 
sioning of medical services targeted 
towards (hem. Concurrently, several issues 
relating to women's education, employ¬ 
ment, s(Kial freedoms, and so on nc«l to 
be addressed. For example, by examining 
(he relationship between women’s roles 
and the gender gap in health and survival, 
Basu suggests that where women are 
economically active and have more access 
to social space, the gender gap in health 
and survival is smaller than for women 
who are deprived of economic in¬ 
dependence, whose movements arc 
restricted, and whose status is dependent 
on their reproductive success. 

Discussions also focused on the low 
levels and declining trends in the female- 
to-malc ratios, and tbdr interpretation as 
a worsening of women's health conditions. 
Dyson suggests that part of the pheno¬ 
mena could well be due to problems of 
enumeration in the Census. For instance, 
he argues that when the Census coverage 
deteriorates, it does so for women. In this 
context, the indicated decline in (he 
fcmale-to-malc ratio in the 1991 Census 
need not be seen as indicative of worsen¬ 
ing relative female survival chances. Much 
of India’s decline in the female-to-malc 
ratio for 1991 had occurred because of the 
dramatic worsening of the ratio in Bihar. 
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He quetiioiu the leUabiliiy ot the Census 
date for Bihar particularly since the in- 
teroensal growth rate in population bet¬ 
ween 1981 and 1991 does not correspond 
to the increases suggested by trends in 
birth and death rates given by the Sample 
Registration System data. 

Social Mediation and Institutionai. 

Structures 

Extending the need for a more holistic 
approach to health, discussants pointed 
out that health-care is a concern in which 
economic interests, political processes and 
social mediation play significant roles. 
Several panicipants including Banerji, 
Jeffery, Kabir and Krishnan, highlighted 
the importance of political structures and 
social mediation in health-care. Kabir and 
Kridinan used Kerala’s health experience 
to illustrate the powerful role of social 
intermediation in bringing about health 
transition. They demonstrated how relevant 
and timely interventions, at different levels 
of the society, by various agents helped 
to change the social and behavioural at¬ 
titudes of the people in Kerala during a 
period of acute caste-consciousness. Such 
initiatives were initiated and sustained in 
a politically responsive environment 
desirous of achieving improved health 
outcomes for the society. The Malabar 
region had historically lagged behind the 
princely stales of Cochin and Travancore 
in indicators like fertility, mortality and 
infant mortality rates. However, in 1956, 
when Malabar became a part of Kerala, 
health policies and programmes which 
had succeeded in Travancore and Cochin 
were applied to Malabar as well. The 
resulunt improvements in Malabar have 
been impressive, especially given that the 
achievements have been recorded in a 
relatively short period of a generation. 
What underlies the success of this 
initiative is the spread of education, 
especially among women. The Kerala 
experience has several lessons to offer to 
other regions and states in India, where 
caste-rigidities and social stratification 
continue to dominate The most signifi¬ 
cant aspea is the need to focus less on the 
supply of health-related goods and ser¬ 
vices. and more on the access to health¬ 
care Kabir and Krishnan emphasise that 
a primary focus on social, locational and 
economic access offers policy prescrip¬ 
tions and interventions that are very dif¬ 
ferent from one that concentrates primari¬ 
ly on an expansion of health services. The 
second key lesson from Kerala is the in¬ 
tegration of women and women’s health 
into the mainstream of the development 
process. A third important lesson is the 
primacy given to preventive and public 
health measures. The Kerala experience 
riso illustrates the complementary nature 
of health and education, and its indispen¬ 


sable relevance for any meaningful 
development process. 

Banerji emphasised the role of different 
socio-cultural and political forces that 
have shaped public health practic'e in 
India. In this context, he pointed to the 
detrimental effects that colonialism of the 
past and the excessive dependence on 
international agencies in the present aic 
likely to have on the development of an 
endogenously strong people-oriented 
community health system Among othei 
factors constraining the proper expansion 
and implementation of appropriate health 
care services in the country, Banerji also 
highlighted the duttiinance of bureaucratic 
power lacking in epidemiological know¬ 
ledge, the abdication of political respon¬ 
sibility by politicians, and the ovci- 
emphasis on technical solutions raihei 
than on more holistic approaches to the 
health care crisis in the country. 

Jeffery emphasised the need to under¬ 
stand more closely how state and civil 
society interact. Indian health policy 
formulation and iiiiplemciiiaiion has lx.m 
influenced over the years by a dominant 
bureaucratic structure, an exposure to iii- 
lernaiional experiences, and the existence 
of a skewed and uneven infrastrucluie. 
Unfortunately however, strong and in¬ 
dependent forms of iiKtitutions at the 
local community level have not developed. 
Institutions have tended to be centralised 
and bureaucratically controlled rather 
than democratically controlled. The key 
to implementing health reforms lies in 
building up local social forces at the 
village level as is demonstrated in Kerala, 
for instance, and to a les.ser extent in West 
Bengal, where support from localised par¬ 
ty structures based on ideological parly 
commitments have contributed signi¬ 
ficantly to real achievements in health- 
service organisation. 

As agents of social mediation, volun¬ 
tary sector non-governmental organisa¬ 
tions have played an important role in 
India. Mukhopadhyay, for instance, trac¬ 
ed the emergence of this .sector in India 
and discussed alternate health models that 
had been developed to provide low-cost 
and effective health services in many parts 
of the country. However, he pointed out 
that these models were far from perrcct, 
and most voluntary agencies faced 
numerous managerial and other con¬ 
straints which severely restricted the scope 
of their activities, and limited their poten¬ 
tial for making a large-scale impact. Dave 
also highlighted some of the efforts of the 
voluntary sector in providing health 
services in the socio-cconomically and 
geographically backward areas of the 
country. But she argued that thdlr finan¬ 
cial instability and reliance on national 
and international donor agencies has led 
to a dependence which places severe con¬ 
straints on their activities. 


The issue of health finaAcing and pric¬ 
ing of services were also subjects of 
discussion. Kirticipants highlight^ the in¬ 
adequacy of reliable data, and the 
numerous problems with the interpreta¬ 
tion and use of siich expenditure figures 
fur de.signing policy interventions. Ber¬ 
man. for instance, aigue.s ihat statistics on 
health expenditures that are currently 
avadable grossly undeiestimaie the total 
expenditiiies on health. While much of 
the data peitain to government health ex¬ 
penditures, there is a growing luidy of 
evidence to suggest that private health 
expenditures con.siituie a larger and moic 
significant pruportioii ol total health 
expenditures. What emerges Irom the 
existing data available is that India spends 
relatively heavily on health, both as a 
percentage of gruss domestic product as 
well as in absolute I IS dollar terms, when 
compared to some other countries of the 
Asian region. At the same time, however, 
several important components of legiti¬ 
mate health cxptmditures aic excluded 
trom statidard compuiaiions. He iilso 
pointed out that it is the tlynamic private 
sector, unusual in its vaiieis and scope, 
with multiple systems ol medicine co¬ 
existing side by side, that is an important 
dcicriiiinuni cxplaiiniig the si/c and com- 
po.silion of the national hcahh expen¬ 
diture. High rales of use of private sectoi 
services seem to he prevalent in both ur¬ 
ban and rural ureas across all income 
groups. Hut, based on the limited evidence 
available regarding the siualiiy of private 
health services, there is little cause for op¬ 
timism that it contributes significantly to 
improvements in the health status of the 
population. Most otien, it is not the 
qualified licensed physicians, hut a large 
number ol lesser qualified, unqualified, 
'eclectic providcis' who practice all kinds 
of treatmems in small towns, villages, in 
both rural and urban areas that have 
generated an incicasc in accessibility to 
health care. I he (|iiah(y ol government 
services is no fietier, ihrowiiig serious 
doubts on its rok in coiiiributiiig to im¬ 
proved health status at an all-India level, 
although in specific states qt India the pic¬ 
ture IS diifercni. 

Ill addition to qiiesiioiiing the reliability 
and comparability of health expenditure 
data, puiiicipaiiis also drew attention to 
problems of quality and atlordabiliiy of 
health care services While estimating the 
lesels of expenditures is one part of the 
exercise, an euuallv iinporiani dimension 
IS the csaliiaiion ol the im|iaci that such 
expenditures has on the hettlih status of 
people. While no direct cunclaiioti can be 
easily established between health expen¬ 
ditures and health outcomes, it is none¬ 
theless important foi health financing and 
pt icing decisions to be related to (Kopic's 
access to quahtv services. 

Several common themes lot research 
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and public action emerged from the 
discussions. The ne^ to view health as 
development itself and not as a conse¬ 
quence of economic growth was a signifi¬ 
cant departure from tradition. The 
:primacy of good health as an essential 
.component of human development im¬ 
plies that the focus of policy interventions 
Qught to be more broad-ba^ and multi¬ 
pronged. The attention of policy-makers 
has to shift from narrowly focusing on an 
increased provisioning of health services 
to a more holistic approach that looks at 
people's access and social security. Pro¬ 
moting education, generating employment 
opportunities, ensuring access to food, 
enhancing social freedoms, promoting 
equal opportunities for different groups 
in society, and inctea.sing public awareness 
are, for example, necessary elements of a 
national policy aiming to promote peo¬ 
ple’s health status. Similarly, various 
forms of .social protection and insurance 
need to be encouraged and introduced in 
order to safeguard the interests of the 
more vulnerable groups in society. 

There is a strong need for co-operation 
and collaboration between different 
groups' in society. Sen, for instance, 
pointed to the dangers of current policy 
discussions getting derailed into political 
misdirection by the extremely simplistic 
formulation of the problem as a choice 
between ’pro-market’ or ‘pro-government’ 
policies. The issue is one of deciding the 
package of interventions that will provide 
the best form of social security to the 
vulnerable sections of society, and con¬ 
tribute to health improvements. No 
uniform picture emerges from an analysis 
of the experiences of countries that had 
achieved significant reductions in infant 
mortality and increases in life expectan¬ 
cy. While there are some high growth 
countries, there are afso countries like 
China, Cuba, Jamaica and Costa Rica 
that have achieved significant welfare 
gains despite their low levels of incomes. 
Compared to some of these low income 
countries, India’s achievements are far 
from impressive. Despite undertaking 
detailed planning exerci.ses, the failure of 
policy in India is evident when we look 
at the poor health conditions, the high 
levels of illiteracy, and the severe shortages 
in public health services that exist in the 
country today. 

Another area that requires immediate 
attention relates to institutional innova¬ 
tion and incentives. In the field ol public 
health'services, there is lack of incentives 
for efficient provisioning of public health 
services. Improvements in management 
and administration of the public health 
services are es.sential. Murthy, for instance, 
also raised the issue of ethics in manage¬ 
ment and highlighted the need for a new 
consciousness among public service 


managers. At the same time^ there is need 
to stimulate demand for health sdrvices 
throu^ education and awareness building. 
There is also an urgent need to le-examine 
the whole structure of financial and 
political incentives underlying govern¬ 
ment’s resource allocation within a 
democratic framework. 

While various incentives for increased 
public provisioning of services needs to be 
encouraged, collective public action needs 
to be stimulated in order to monitor per¬ 
formance and ensure accountability. A 
major component of this would be the 
strengthening of people’s awareness 
through concerted efforts at public ad¬ 
vocacy. An implication is that local com¬ 
munity organisations have to assume a far 
greater role in the provisioning and 
monitoring of health than what has been 
envisaged thus far. The discussions left no 
doubt that despite India’s spectacular 
achievements in many fields, there was 
much left to be accomplished in the area 
of health. Immediate priority needs to be 
assigned for new policy initiatives in 
health and the social sectors in general. 
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DISCUSSION 


Population, Poverty and 
Employment in India 

Pundarikaksha Mukhopadhaya 


IN the second section of his article. 
‘Population, Poverty and Employmenr 
{EPW, NovembCT 14.1992) T N Krishnan 
examines the factors that determine the 
inter-state differences in foodgrains con¬ 
sumption and evaluates the role of the 
public distribution system in lessening the 
inequalities in consumption. In this con¬ 
nection, Krishnan has tried to fit regres¬ 
sion equations for different time points 
with the data of different states and with 
the result of these equations, he comes to 
a number of conclusions like (a) positive 
correlation of foodgrain output with 
per capita foodgrain consumption, 

(b) negative correlation between per 
capita state income and consumption, afid 

(c) negative but satisfactorily insignincani 
correlation between price and quantity 
consumed. The R^, calculated for the 
estimated model (see Ihble 6) for the year 
1973-74, is 0.80. 

The calculation and results, though they 
appear to be impressive, are not. I am 
afraid, free from some methodological 
weakness such as multicollinearity. 
Krishnan docs not calculate the F-statistic 
for the overall significance of the regres¬ 
sion. It turns out to be 14.667 when 
calculation is performed with the assump¬ 
tion that the author has considered 13 
suies as shown in other tables of the 
article, but not mentioned in this par¬ 
ticular result, which is larger relative to the 
a s 0.03 critical value of F-statistic, 

Here the effeas of multicollinearity are 
readily observed. First, the estimate of the 
per capita SDP is negative although 
theoretically the effect should be positive. 
Second, fhe estimate of cereal price does 
not appear to be statistically differeni 
from 0, although theoretically it should 
be an important variable in explaining 
consumption behaviour. Although 
sporadic mention of multicollinearity i; 
there in the ankle, in this particular case 
the problem was not tactfully handled. As 
a resuft the conclusion drawn may diverge 
from reality. Here is an effort to examine 
the severity of the effects of multi¬ 
collinearity for this particular problem. 

The author has not also clearly men- 
tkmed the source of SDP, production, 
price and population data. Thus it is dif¬ 
ficult to re-examine the regression for 


differeni tests of m'llticollineariiy. 
Another problem in lechecking is that the 
author does not say anything about the 
degrees of freedom for the result given in 
Table 6, though for all other results IS 
slates were taken under consideration, 
except for Table 7 where (he number is in¬ 
creased to 16 due to the inclusion of the 
state of Jammu and Kashmir. Our re¬ 
examination effort considers 13 states (the 
states of Table 5). The consumption data 
source is the same as that of the author 
(NSSO 1977). Population data and SDP 
figures have been collected from CSO, 
Siaiistkal Abstract, cereal production and 
price data were taken from the published 
data of directorate of economics and 
statistics. Using these data, wc tried to fit 
a similat type of regression equation 
(i e, semi-togariihmic form) for the year 
1973-74 (Table I). As the signs of the 
independent variables and their statistical 


significance are more or less the same as 
those in the article, we can say that with 
this data, funhei tests on multicollinearity 
will not hamper the prime objective. 

The correlation matrix for regressors is 
presented in Table 2. The determinant of 
the correlation matrix, which is the stan¬ 
dardised X'X matrix, is 0.078. This 
evidence seems to indicate that mulli- 
collinearity is present becau.se the simple 
correlations were high and the determi¬ 
nant of the correlation matrix is at the low 
end of the interval 0-1. 

The variance inflation factors, which 
are the diagonal elements of the inverse 
of correlation matrix are 7.73. 2.08 and 
6.21 corresponding to per capita SDP, per 
capita cereal production and cereal price 
respectively These are ‘large’ relative to 
the rule of thumb that 3.0 indicates 
.serious multicollinearity. 

The results of auxiliary regressions arc 
presented in labic 3. The parentheses con¬ 
tain estimated standaid errors of the co¬ 
efficient estimates. 

From these results it appears that per 
capita SDP and per capita cereal produc¬ 
tion have a strong linear association. The 
linear association in the auxiliary regres- 


I AM I I: Ri Mil IS UsiN<. SiMii AK Daia raoM A Dim Ml Ni Sciimr i 


Vaiiahic 

Constant 

Pet Capita Per Capita Cereal 

R’ 



SDP Cereal Puce 




Prod net ion 


Eslimaied coefricienl 

8.133 

I.0.S9 0.452 0.121 

0.95 

i-value 

2.662 

1969 I.I7I 0.494 


Standard error 

3.055 

0.531 0.186 0.74.S 


Tahii 2: RriiMi'SSuK (.'uMKii AiioN Maimis 


C.'on.siani 

IVr C apita I'ei Capita 

('creal 



SI7P Cereal 

Price 



Prtxlu- 'ion 


Constant 

1 



Per capita SDP 

0 



Per capita ceieal 




production 

0 

0.7IH 1 


Cereal price 

0 

0.915 0.63 

1 


I Mil.f 3: 

Xl.'MIlAHI Kii.NI SSIOM, 


Dependant Variable 


Kcgiessors 



CotiMaiif 1 er ( creal Per R‘ 

F-Value 


IVr capita SDP 
Cereal price 

Per capita cereal production 


6.03 
<I2.3R) 
I2.‘2K 
(1.42) 
- 0.87 
(1.98) 


<. apila 
SDP 


0.12 

(0.06) 

0.14 

( 0 . 02 ) 


Piitc 


1.71 

(0.82) 


-0.06 

(0.15) 


( apila 
Cereal 
Production 

.1.36 

(0.79) 

- 0.16 
(0.40) 


0.87 


0.52 


0.84 


40 IS 


6.50 


31.SO 
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Table 4; Eigen Values of X*X Matbix 



Original 

A,/A, 

Scaled 

A,/A. 

(A,/A,)’ 

*1 

67316.6 


3.88116 




300.149 

224.277 

0.105115 

36.9229 

6.07 

A) 

16.9518 

3971.06 

0.00919738 

422.445 

22.55 

is 

0.256355 

262591 

0.00453489 

855.844 

29.25 

Table S: PaopottnoNS of Coi.ffk-if:nt Variance 


Constant 

Per Capita SDP 

Cereal Price 

Per Capita Cereal 






Production 

A 

0.00 


0.00 

0.00 

0.00 

i, 

0.04 


0.01 

0.01 

0.11 

*1 

0.21 


0.65 

0.02 

0.81 

is 

0.75 


0.34 

0.97 

0.07 


sion for price of cereal makes these co¬ 
efficients unreliable, so that little can be 
inferred about associations of per capita 
SDP and per capita production to price 
of cereal. Theil's inulttcollincarity effect 
(Theil IV7I1 is 

R--i(R’ Rr....,) 

- (R*’ R;or>' 

- 6.9527 (0.9527 0.9526) 

- (0.9527 0.951.)) - (0.9527 0.8426) 
^ 0.K4II. 

Although no scale exists for this nieasiiic- 
ment, it says that the effects of multi- 
collinearity leave the sum of indiviudal 
contribution of the explanatory variables 
0.84 short of what their total contribution 
would have been (0.95), if they were 
orthogonal. 

In Table 4, we present the eigen values 
of the X'X matrix in its original form and 
when the variables have been scaled to 
unit length, but not centred. As can be 
seen, there arc two relatively small eigen 
values with condition numbers that 
Beisley (1984) would classily as moderate 
ly large. The associated eigen vectors 
(of the scaled .X'X) define the linear 
combinations. 

0.51 constant 0.)7 SDR >■ 6.77 price 
* (l.ll priKtuciion I) 
and 

0.30 con.stani (It) SIX’ 0.17 price 
r 0.54 production ^ 0 
Becau.se all the elements of the eigen 
vector? are non-/cru, it is indicated that 
all these variables, per capita SDR. cereal 
price and per capita cereal production arc 
involved in the linear association and no 
separate relations arc easily detected. A 
clearer picture comes from analysing the 
proportion of the variances of the 
estimators associated with each eigen 
value. If W is a vector with one of the jth 
row and zeros elsewhere, then Var (W'b) 
= Var (bj), and since K is given by K 
P'W (P is tht orthogonal (K x k) matrix 


whose columns p, are the eigen vectors of 
X'X: K, are constants since the columns 
of P are basis vectors for the K-dimen- 
sional space in which the point (we mean, 
vector) W lies] we see that the proportion 
of the variance associated with the ith 
eigen values in 

I 

(pj/A,)/(I p|/4,). These values for the 

I I 

scaled X data are given in Table 5. 

Each column of Table 5 contains the 
proportion of the variance (note that the 
columns sum to 1.0 except for rounding 
error) a.s.sociatcd with (he ith eigen value 
and thus the ith near exact linear depen¬ 
dency. Note that the two relatively small 
eigen roots here contribute differently to 
the variance of the coefficients. The near 
singularity associated with severely af¬ 
fects the variances of the estimated cons¬ 
tant term and the coefficient of cereal 
price. The value of the condition number 
(A,/)^) is near 30, which is deemed 
large by Bcisicy and associates. Further¬ 
more, (he variances of the coefficients on 
P and the intercept variable are in large 


pvt captained tiy this Hnewdciileiiaence. 
This Rsuit i«iees sgith ainUivy retfoiion 
resuits in Ihbie 3, which indicates that 
there is iittie virtanoe in price of the oeieai, 
and is confirmed by examining the coef* 
ficient of variation price, which is oniy 
0.i3. u compared to 0.32 and 0.45 for per 
ca[Hta SDP and per capita cereal produc¬ 
tion respectively. Thus the impression in 
the estimate of the constant term and the 
coefficient of cereal price can be at- 
.tribuled to *hc relative lack of variation 
in price in the sample. 

On the othci hand, the nev singutarii 
ty associated with A, which is moderate¬ 
ly strong based on the condition index of 
20.SS contributes substantially to the 
variances of estimated coefficients of per 
capita SDP and pv capita cereal produc¬ 
tion. The results of the auxiliary regres¬ 
sions confirm the high degree of linev 
association between these two variables, 
indicating that the imprecise estimation 
of these two coefficients is the result of 
this collincarity. 

In our opinion a careful inspeaion of 
(he eigen values and vectors of X'X, lx>th 
scaled and unsealed, and the auxiliary 
regressions lead to a much further 
understanding of the problems with the 
data than Krishnan could obtain by ex¬ 
amining any or all the summary measures, 
designed to measure multicollinearity. 

This effort is for the year 1973-74 only. 
An analysis of similar type can be carried 
on to test the findings of the other years, 
viz. 1983, 1986-87 and 1988-89. 

ReferenwB 

BcUley, I) (1984); ‘Demeaning Conditions 
Diagnostics througli Centring’. The 
American Stalislician, Vol 38. 

National Sample Survey Organisation (1977). 
Theil. H (1971): Principles of Econometrics, 
Wiley. New York. 


SAMEEKSHA TRUST BOOKS 

Sclectlona of Aitlclcs from economic and Mldcai Weekly 
General Editor: Aaliok Mitm 

Agrariam Relations and Accumulation 
The ‘Mode of Production* Debate in IntUa 

Edited by 
Utra PatnaUt 
Cimtribulon 

Hamza Alavi • jairus Baiia)i • Paresh Chattopadhyay o Andre Guilder ftank 

* \ Ma)id • Madan Mohan Mukhopadhyay • Gail Omvedt • Utaa nunallc 

• Pradhan H Prasad o R S Rao o Ashok Rudra o Ran{it Sau • B D IhUb 

pp viii -F 272 Rs 225 

Available from . 

OXFORD UNIVERSITY PRESS 
Bombay Delhi Calcutta Madras 


T7A 


Economic and Political 5Meekly April 17, 1993 





short Term 
Perennial 


Flow 




I ^.l^, ' 





'V * 

y 


' 'a' 

' 9 





1) Investment tax free under See. 88 & Interest under 
See. 80-L. 

2) 11% Interest, can be withdrawn every year. 

3) Closure of the account on expiry of four years from 
the end of the financial year of investment. 

4) Account may he opened by a .single adult or two 
adults jointly, a guardian on behalf (jf a minor and 
Hindu undivided family. 





NATIONAL SAVINGS SCHEME 1992 = 

DIRECTOTRATE OF SMALL SAVINGS. GOVT. OF MAHARASHTRA. O 


I’rinifd by Krishna Kaj at Modern Arts and Industries, 151, A / Industrial Lsiate, (ianpatrao Kadatn Marg, lowci I'aicl, Moinhus 400 013 
4 nd published by him for Satnccksha Iriisi from Miikari iluuse, 284, Shahid Bhagaisingh Road, Romhay-400 03K. 



April 17, 199} 


Mu M 


Three steps 
to your 
dream house. 






S 






?*: '^4® 


Now, a distinctive housing scheme 
from Unit Thist. 


Huw will the scheme work? 

I'nit Trust has licil iip with lIliFr. 
wiwi will Kivi' you a loan thrt'c liiuos 
your invrstinont after four years or 
foitr times after seveti years riituls 
etillee.ted frotn ilie schetne will he 
invested in a diversified portfolio 
by I'TI 

•fliiit Trust will endeavur to repay 
tlie loan and interest out ol capital 
appreciation If iliere is a sliortfall. 
the investor will he reipiired lo pav 
the difference Should there be a 
surplus. It will be paid to itie 
investor 

IU0ili){hts of the sdieme 

• Open to all individuals and NKIs 


«NtT 


1 / 


• .Miniiiiiitn iiiveslincnt is |{s.'JIhK! 

^:il) I'liils of face value Rs lim i and 
multiples ol Rs,Kitlb tluTeafier 
There is no inaNiiniiiii. 

• Sale and repiirctuise prices of l ints 
based on Net Asset Value. 


• No reptirehase lor a period of f ve 
years, except uiidi'r special 
eirclinistaliees 

• lloiisiiiH loans siibjecl to a ceilinj’ 
of Hs.fi lakhs The loan per.od is 
ten years. 

• No dividend will be declared 
Ineonie earneil will he ploughed 
bai k for capital appreciation to 
repay loan and intere.sl 

For free hroehure l onlact any I'tiit Trust 
offne. ('Iiief Repre,seiitative, .Agent or 
IIDFC office. 

UNIT TRUST 
OF INDIA 


At tiie service ol ?‘l million Urul holders 


A scheme brought to you by UTI and S H D F C together. 


A/! /w/v.v/Mw'WfcS t'finy ftuirki’t fisk I'l** liihiih m » th*‘ huf*' utui f'tKMill ’vi n/it'txitr or tx'forr 


S-Sid's ..Tl R 



m RECOVERS RURTURE, 

RESISTANCE: ABDUCTION OF 
WOMEN DURING PARTITION 

m COMMUNITY STATE AND 
GENDER: WOMEN’S AGENCY 
DURING PARTITION 

PARTITION AND FAMIIY 
STRATEGIES: PUNJABI WOMEN IN 
DELHI 


W WOMEN, LEGAL DISCOURSE AND 
THE SAFFRON AGENDA 


^0“ m FUND-BANK ST 


FUND-BANK STRUCTURAL 
ADJUSTMENT: A GLOBAL AND 
HISTORICAL PERSPECTIVE 


IDENTITY, CULTURE AND 
COMMUNITY 


^TOWN PLANNING, PUBLIC 
HEALTH AND URBAN POOR 

IWHY DID DECEMBER 6, 199S 
HAPPEN? 









Would 16.64%* lor 5 years, redeemable aller 3 years, increase your 

interest? 




*Aiiiiiiiili/i’il viclil, r<>in|iiiicH in Ki'li p u , (Myabk- half-yraily 


Tl 


ICICI Bonds 

tiK tnis pniMe He yieM - Hit lane asuies tin uletir. 

vi'wiM or uvMrNShci'kru. k[‘:iii:1':ma)u,h tiih naturi* or rkoMiss* »ky 

NOri->or RS KHK) KAC II roRCASII AT TAR AlWiRliOATINi; RS tiCXX RORr WH II A RIOIH TO 
KI- I AIN I AlvRSI’IW RIITK )N TP H) RS ilX) CH( iRE (IN Ml RS C R<mi* i 


iiiGiiLiGirrs 

* <hM.' (il tltt* |»ivinit-t uU Imtiii ilcv 4 :)ii|inH*ii( 

liiMittiiiiMiH III iht* 

■ A»hu.u-iI «■%«■! ten nvirr 

NtNld iiivi»lvliiK tiilsl 

lltHlnitfM'-IIK'lllH ell* •*%'(*! Hh MlMNtvniK' 

* atitnliMiil |HivnH'n( Mlm't* 
IMfVii o . Iniin iIh' ftroiiMl >i*sc eif 
(IfH'llllllMO 

* < 'umi^Niml tuiriiitii iNir t( AK(*1 

Ml (li iMeT Uu: klHt S» WNIB 

* I'i'ilk’ssttitiiii Miiiuif^-nicnt Itivinl t4 

IhKiiiiis ionipruvs |«.‘rH«iniillUcit lui\'tng 
\tiM t*x|iL'n«.'iii’c to vunttiis ficliin 


liitcr4.‘*il 

Matiintv 


p H . 

imll' yirsriy 
ft 


imyHhti* 


I I’MtlK lit till' iMtIU* 

I'itac \iiliir 


Ks UKKt 


Alliiiirl iH tninsti'iabic Itv t’lMbiim'im'nt 
Mnd ik'livrrv II luHliiid mt ItumliuN Sb«‘k 
l']ju liHrifp’ 4' (Itti riflt'MiiJdon 

fill lh% (‘X|Hrv id il dhiri’ a ^I'ant tn>ni *ht' 
*luu* «if 

KISKS AS PEKC'ICn’EII IIY 
MANACiEMl'NT 

llu* likMic fif IbNuiM (Jk 

foUtiMritiK nunna] ntdut aM«M wicd wtih thr 
SL'tivttlCft <4 n 1 ^ iinrnt AnaiK i- Inet* Until in 

* Aiimii('i*i| l>y < «*in|«ny (‘riiild 

I'mminlt'r ilelnw tii Impli'nirnislkm, 
nvomiiiN mill, in Mime cuhi's, laiJun: lu* 
Mill 


K«^rnt ckrvff^latinn tif iiitrrrst niirs i-cnikl 
rxiH«t the t iimptiny tn ritiks tulainK inil ttf 
Aiu'tiuiljiiiiii in ihi’ liitenrst mien 

‘llii; f'<itri|Mity toukl cx|KMr iiMrU (n « 
lt(|uidHy rlidt tf then- is » insiiinfv 
miHRuiiL'h liolwecn ns BiitM;tK mill 
llairiliiii'H 


l>uc til (lie* oiim-iK uikI rxpevtiril 
niin-availBlnbtv iit Iiim* « •ihi fiinrls thn>*i|di 
<if*%‘cniinciil fpiantiitreii ivniib*. tiu* 
t'iitii|Muny hmi to rcxHl to tafifiinK fundN 
fnmi VMiloiis ieiniiiH’rviul I's 

im'luilinii Uir i'l^ntal iiiuilicls 

Til*’ t'<»ni|wnv lias eiib'irel uit/> iriieirnt 
tnte hikI 111111017 'Huh involt'cn 

SDin*’ nnk to the («>ni|tsnv wistiiA fiiitn 
IjiisHdiW rlt’fiktili liv iounlciifeifUrn 


ISSUE OPEN.CLOSES ON MAY 14.1993 


>• 1 ' M«i-JOe'7 ic thr iv.-H' 


sen 1 aiHlai liarlwla I «milMi 
i .1’ • I 

; I ♦t»' «(W- 

K« -Ill' 


■ > I «ni Inten'st «hlh’ khi asit! 

1 ' Utnli .iw.uiiiik; .illi'tiiU’iM. 

It iitii'U'st Mtiulil t^ at 
|| I a titMi. llu 

Si Se’itM'ii >iai .iHl'I (hi 

jl < hrsiiri (if rhi* isMit' ii|> (It iJa- 
• j tkiti iimiKiihilcU 
tj^ tih iltli <il all> unit'III 


j M f Iran* lai ft Imeatmant 
CmtuNani v Saiviret Lunitad 
•4‘ 1 , a. 

M.«'»‘n.»r Hi«i IMV 1.1‘lV. 


fMP Pinanctai 
Conaultant* 1 tmiao 
liHvartt (.h,ia«l«» • 
1llh|-i>|i Wf.1 
^1.* IkhStMr 
Bcmi'av •txt’ 


I CNAM rinancial 
I CuniultaiiU Kvt Lid 

/•I I': > , 


Hi-ysl-ai'-t *• 1 * 

UaUMnalK .1 P«n«ncuil 
Sanneaft '.imiMd 

slate >* I'nh I H.i-icl<nq 

•'a'*-*- |V.»r} 


ICICI i) 

A RKL.ATKtNSHlP IN\'EST.MKNT 




U«.l' 




III! 


IMH >'IKI\I t lli nil \M> IN\I>TMKM ( omHIRVIIIIN (>l IMX*. I IMnCO 

ki-tfU tiCktf lUl IWU«i KnUnialMat. i^intiai (i90 






M«iiMl*r-CdNar: SacMh duMidhttrl 


ThnM o» Sutceaw TW 

Ciyxul Market Cost ol 1 Aieraieaiion -9 q(iks. 
Otrgaom <jame--lirto^. MesMidnl ttapcsal - 
As«a-t) ColonMl Fotev. lewi ~ Pailunirnt 
CttiStruaive' CWic-ftikisian tWeak tulse ItO 

In aae f n wH al M«Wt tu 

Caiap*1«a 7M 

RalntKi 796 

CaKwMa aaary 

• AM 1*1 

CNIi I.K>«i4« 

CiH’mri ■taai m ^otir^tii'a •.•Vv:«r 

- A O Nfxxani 7*9 

CorxteoMn' 

tatr,' :><(< DccriT'Ijrf 0 t'W Ha'jfien’ 

- ■ ffc'.i«9opal 790 

Mr- '. »it«*asrm<T' ivi . ..fu'aJKs:- Wil 

K--'- fi^lT'.T-ii'rsT 

s *' /'’tet'h 794 

1M "anrfMft tvivoii.” 

Mi-.’ioftes 

' jrt y.'v/ 794 

!«• c4 'johtivdf-' .rif*r*. of l>a„»*k*»' 

v-wW 

V. 06® 

0*1 .^>ryl'v•’‘ 

VB'iflir 805 

Au' Ail*.-1 •'.vi’.r. t •■>»!? 

PvUfii 308 

Of WOv/eN STUDrES 

[ luc -t • i loomo «nd 

'.j tL-il'Oi) VW>7trf Jof'f'-S P.milH;n 

McriQit K„>m(A W5-® 

I’Cu'-^.y-irv. S'eie vtd in. O' V.':rMvsi'> 

f“‘ Ir V j’JiaOIW 

• • V.vhi WS'^5 


o#;- {kjfi tf i-'l ')(«**> C»<J*dr» Ecl'ic .■*tKV7 

{. Ads*** afTiCiS I. 

W5-®5 

tictvjE./i.f j. 

Uft)d> »'*ri :. 


Kcpriot. !^»?'.»t*fl < .•9- '8*S 35 


1 

\ kSP.;* ■■ . 

u f. iwi.*-- ac7 

. ip*JSrw» 

. nr.O *-•* 

t* 9)0 

j Ur»ii'"cl-»ridifv9 if'*' P»aX>i?7. 

, »)1 

..Orr: 'f’CfttCY dftd {•Jk!*' 

813 

I i^M Afticm 


( Ifuncl 3*ink ill SUb*i«vi'»or. .no S'fcc • 

Asiiuscmcrrt. A dn<i 
' T Kxtshivi inimnr 

PI«r>nN’74. Pub*«r- Htedith d:«.' I'CO 

DfpiOTMrjn'; I.'Oitj Dcibi 
-Sf«o Ori/a 
I WKtnaian 

Thraujri a »to<ttx)ot UatkI. 

Vimal BaVnubraltmai^v^N' •14 

; bv Sh«in9 tn l*7d«d 

■ 0 r*iimmdMh 814 

m«tn to Mior 778 

ECONOMIC AND POLITICAL WEEKLY 

Hitkari House 

*B4 Vial;id BhagalSingh Rossi, Botrtbay 400 03'- 
R^ivnats Pt)'6072/73 Gtams ^conv/eekiy 
Editor Krishna Raj 

Senior Assistant Editor Padmo Ptakash 
Editorial Staff Cseatus Antonv. Pratiha PiHa' 
Gautam Naviafcha (Delhi) 
Orcolation A S Shetty, B S Shartna 
Advedisement Manager S G S Subramanian 
.•aSana^ter K Vijayaki'mar 

EPW RCSCARCH FOUNDAmH 

Drcctor 
S L Shetty 


Vol XXVIIi No 17 *' April 24 , 1993 

State, Community and Women’s Agency 

The voices of the women who were destituted in one way or another by the 
forced migration during the Partition of India in 194? and of those who 
were assigned by the state to recover and rehabilitate abducted women weave 
a pattern of the role the state took upon itself os ‘parens patriae’ with 
refcrrncc to the abducted women wiihiti the framrwoik of its rvolvintc 
relationship with Pakistan. WS>2 

Thousands of women on Imih sides of the newIV'Cieaicd border were 
abducted, raped and subjected to cunsidckabic trauma. Untold numbers of 
vromen were killed by their kinsmen in order to ‘piutcci' them from iK'iiit; 
converted or abducted, and many others killed themselves. Can these 
women be seen only as victims? Did they lake ciucini decisirrns, such as to 
end their lives on their own behalf or as reprewriiativcs of their 
comiiiunity, their fsmilies? US* 1*2 

IMtitcion lesu'ied tii a change in ihi dynamics and stru..tuie ol I'aiiiilies. It 
iiairowcd the pitysicat space; and enlarged the .social spaces available to 
women, aifeciiiig practices of icekision. modifying, tltc impact nl caste and 
regional cultuti' on marriage norms and widening the ciiaiinels 
of educational mobility and cmploynicnt for women. W S>2S 

Sound Prescription? 

The IMF and the World ilank claim that the pokes liaincwoili' whiek ihey 
use indisciiininalelv for selling instruments oi c<>nditionalitics while lending 
to developing countries facing balance of payments problem*' is based on 
their extensive and I'aricd enwrience. Thc*y also claim .>ii.-ilytic and 
theoretical cti'dibility for this policy framework. How well do ihesc 
claims stand up in a global and historical per*.peciiv(<'.' |(IS 


No KeRHNty 

The selling up of 17 new standing 
eoniniittees i.s hardly likclv to leinedy 
the colossal mess in the mana,;i'ineni 
of government Firfanees in the 
country. 794 

KmHs of Hindulvn 

ifinJuiva is ti*..i a resoonsc to 
pseudo-seciilr.nsm but to genuine 
.secularism among oilier tleniocralic 
values and ii has ii.s origin in a 
poliiical need m counicr aspiiaiions 
for dcmoerecs’ ami cr^uil) in the 
context of the new consensus 
being fabrie.r'.ed liy the ruling 
classes. 790 

Hindu communslists are involved in 
diseunive struggles for ideological 
dominance at many levels-- 
historical, poliiical and cconurnic. 
legal discourse plays an impor*ani 
rale in the rearticulation of 
community.a.rd gender identity, 
which is ccniral to (he Hindutva 
cam{)aign. 

Software Scramble 

Ex|iectaiions raised by resent 
government poh.-ies on software 
development and export may be 
belied if the patent regime outlined 
in the Dunke! Draft is adopted 
and enforced. COU 


Town Planning for Whom? 

W'hai has been the iir.pa.'t oi 
modern lov/n planning on (lie living 
envirunineni of 'he urban poor? \ 
ease .study .vf the growth and 
deveh'tnneni nl (yclhi in the i.oloiiial 
pericKl and after irakpeiidcnee with 
particular emphas-s on the state 
of publir health 1124 

Gr«*ut F.af>cctationM 

Is It riol all Over, including (he 
shouiiiig? I.sports lor the first 10 
months o( IW?-*)! are bandy Z pei 
cent higliei compared to the tame 
period la..i ncj.*' I’ri.aic capital 
inflows fioin abroad arc less than !(» 
(xr cent of wha: the finance rn!nt.vttf 
had forecast /vd.'.i.ig to the glomn i> 
the news fronv the bourses TB? 

Shifting IVrcfptions 

/Xustralia i< trying to reorient its 
cultural and politrcol peicepfioii.s 
towards Asia in the charging 
economic c-ivitoiuncnl. Wh 

Ciiltiire and Community 

While the irvivul of rnicrest in 
ciil:u:v III itx Lurieni political debate 
IS probahly heaitriy, the way in which 
the icrm has heeii i:o opted (or 
spalegtc rc:<*,onv by political pa'lics 
and gioups need', to he ciilicativ 
exariiincd BO? 




LETTERS TO EDITOR 
G>iicem on Communalism 

SHCKJKEU by the frenzied demolition of 
Ayodhya's Bibri mosque and the harrow¬ 
ing repercussions, there is a great feeling 
of concern among us of the South Asian 
Forum in the Netherlands. In the .suc¬ 
cessive waves of communal violence and 
vandalism, which have occurred in (he 
region since that infamous Sunday, 
[Member 6, 1992, thousands have died, 
‘many more have br^en injured, hundreds 
of thousands uprooted, and a vast number 
of homes and business houses destroyed, 
including many wo ship centres. Hindu- 
Muslim troubles in India have been ac¬ 
companied with communal scenes in 
Bangladesh and Pakistan. In addition, Sri 
Lanka also has been witnessing the 
Sinhala-lhmil ethnic strife. The ugly coin- 
munalism, that is the pernicious politics 
of mobilising the people of an ethnic- 
group or a religion against another, is 
clearly on the increase. In this, the most 
dangerous is the spectre of fa.scisiic 
Hindutva ideology in India and its im¬ 
plications for the South Asia as a whole. 

In these developments, the most 
deplorable has been a clear evidence o* in¬ 
sensitivity, and often connivance, of the 
law-enforcement agencies in neichei pro¬ 
viding protection to the people nor curb¬ 
ing the communal elements. This was 
clear in the eruption, persistence and 
recurrence of the scenes of violence and 
vandalism. Sute and central governments, 
civic and police authorities, and even the 
judiciary, all showed their social pre¬ 
judices and/or political opportunism. 
There have been clear instances of par¬ 
tiality shown to the majority community 
by the officials and politicians, and also 
of the promotion of sectarian politics. 

On the one hand, there is a clear ex¬ 
posure of the secular farce, in accorditig 
the reiigion(s) a place in the polity. This 
started early during the anti-British strug¬ 
gles for independence. Even the left'par¬ 
ties have remained victims of practising 
the farce and aggravating communal divi¬ 
sions among the people. That led to the 
I^rtition of the Indian subcontinent in 
1947 in the historic compromise patronis¬ 
ed by the British imperialLsm. A com¬ 
munal holocaust accompanied a massive 
displacement of peoples, divided by 
religion, across into the new entities of 
India and Pakistan, it wa.s no solution, 
with the latter country breaking again into 
■two co-religionist entities. In Sri 1-anka 
•also, the seeds of ethnic tensions wen- ap¬ 
parently sown during the colonial period 
in the Thmil-biased bureaucracy built by 
the British for ruling the country. In all 
these countries, since birth, the tensions 
have remained simmering, and even new 
^ones emerged, due to the aggravated an¬ 
tagonism in the majority community 
against the local minority or minorities. 


On the other hand, also is exposed the 
reality of parliamentary vote-bank 
politics, practised in all the countries. 
One-person onc-vote system of elections 
was, and remains, transplanted on to the 
people accustomed to the community- 
centred social relations. It has become a 
vehicle for the politics for getting block 
votes. Frustrations of real life make peo¬ 
ple to recede into the clutches of com¬ 
munal leaders exploiting the faith or 
ethnicity and, in turn, led by the latter and 
the illusions born from false hopes, throw 
thent into the fold of the political oppor¬ 
tunists. It IS most glaring in India, where 
mainly Congress has .been benefiting in 
this game, first a .secular farce of favouring 
Muslims to capture their block votes and 
then clear swerve for Mindu voles. I..aiely, 
this has only helped the Hindutva forces, 
politically in the BJP and socially in the 
Shiv Sena and RSS, etc. which have led 
the anti-scK'ial criminals in recent waves 
of communal violence and vandalism. 

The ri.se of Hindutva communalism 
holds dangerous portents; chain react ion.s 
of violence and terrorism in the subcon¬ 
tinent, and a take-over of India’s central 
government by the fascistic Hindus. It has 
clearly alarming consequences of socio¬ 
political anarchy and instability within 
India, and in .South Asia, due to the ex- 
pansioni.st and hegemonistic designs of 
India's ruling classes. This must he a war¬ 
ning to the democratic turccs in all coun¬ 
tries of South Asia. 

No doubt, there is an abundant 
evidence of secular affirmations of the 
people at large, witnessed since that 
ignominious Sunday. However, wv c.umot 
remain complacent and this new challenge 
of the right has to be taken seriously, 
(.'becking coiniTiunal violence remains in 
the local domain in mobilisation of the 
neighbourhood and apnropriatc law en¬ 
forcement. A community alert and con¬ 
cerned for local peace and harmony can 


'stop rumours and prevent clashes. 

The communal virus is. however, more 
serious, in India, it seems to hold in its 
grip the wide middle class Hindu psyche. 
This may not be peculiar to India, as the 
middle cla.sscs are ready victims of frustra¬ 
tions everywhere. Growing economic 
crisis, causing hardships and insecurity, 
breeds communal divisions and social ten¬ 
sions, which are promoted hy political op¬ 
portunism. The latter has sustained old 
divisions, and created new onei, as abun¬ 
dantly seen all round. Muslim masses have 
failed to free themselves from their com¬ 
munal leaders in India and elsewhere. 
Hindus, Sikhs and dalits in India, and 
Sinhalas and Tamils in Sri Lanka have 
fallen in the clutches of communals. Even 
Bhutan seems not to be free. New tensions 
are rising within and between the coun¬ 
tries of the region. The communal virus 
can be eliminated only by persistent strug¬ 
gles of the suffering people for a secular 
and democratic society. For success in the 
peoples’ struggles for a belter life, com¬ 
munal peace and harmony are vital in all 
countries of South Asia. This new- 
challenge of the right cao Ih* opposed only 
by a new strategy of the fences of the 
levolutionary left. 

South Asian Forum lia.s a ro!c to play 
in this struggle by helping in (he free Mow 
of information and unrestricted move¬ 
ment of the peoplc.s of the region, by ex¬ 
posing and opposing the ohst ructions im¬ 
posed by the anti-pecple governments; 
and by placing correct inroimation before 
the Dutch .tnd European people, and by 
exposing biased publicity and all politico- 
economic interventions from outside in¬ 
to ilie countries of the avion. 

Amiita ( hhachhi, Khalid Fiameed, Ali 
Kb.‘.;ria:i Mii.'a , C Paiiimamancharan, 
Narertdra Singh and Others 

Amsterdam 
The Netherlands. 
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Threat of Surcease 


T he government has taken, over the past month, two 
major decisions in the economic arena. It has opted out 
of availing of the residue of the World Bank loan for the Sardar 
Sarovar projea. It has also decided to desist, for ihe'present, 
from making a beeline for the International Monetary Fund's 
^tended Hnancing Facility. Other compelling factors must have 
ibeien at the root of both decisions; certainly it was an instance 
of sour grapes in the case oT the Narmada project, the en¬ 
vironmentalists wielding- a considerable influence on the new 
American administration having already sealed its fate. There 
is however fair ground for the hypothesis that these could also 
be taken as indicators of the government’s tacit acknowledge¬ 
ment of the reality that the grand design of reforms initiated 
twenty-one months ago is not working. A reappraisal of (ralicics 
is obviously called for. Cynics will of course have their own 
reading of the situation: the Left MPs must be dissuaded from 
voting for any cut motions on the budget, s6mc sop has therefore 
to be held out toward their direction; the reforms path will be 
resumed once the government gets over this little local difficulty. 
On the other hand, despite the made-to-order pyrotechnics at 
Surajkund, there must be a considerable accumulation of 
grumblings and misgivings even within the Congre.ss party in 
regard to the drift currently afflicting the economy. Not that 
ftvlovian reflexes on the part of those globalisers who can be 
best described as belonging to the Sevenih-Day-Adventists school 
have totally died down, nor have admirers of the finance 
minister’s ‘miracle^ budget disappeared altogether from the scene. 
But they have increasingly tended to fall back on oral eroticism. 
One claim posted on behalf of the finance minister is that he 
has snatched victory from the jaws of defeat by his proclamation 
that India has emerged as ‘a major powerhouse in the world 
economy’. The emphasis is not on whether the country has in 
fact majored as.a 'powerhouse' in (he world economic system, 
but on what the finance minister has asserted, as if assertion 
is the same as achievement. 

Given the way the data are unfolding, adherents of the l-claim- 
therefore-l-am school of thought have nonetheless begun to thin 
out. The government had provided three assurances at the time 
the ruthless reforms were embarked on: (a) exports would take 
off following the reforms; (b) there would be a breathtaking 
expansion of industrial output, largely steered by (c) an avalan¬ 
che of foreign investment, maybe of the order of 7 to 8 billion 
dollars annually. All three assurances now constitute the staple 
of faded dreams. Despite devaluation of the rupee almost by 
SO per cent in the course of the past twenty-one months—and 
umfHeen other accompanying measures—exports are languishing 
and have been, in the fikal year just ended, even less than what 
they were in 1990-91. Textile exports are likely to be negative in 
the current fiscal year; that apart, considering the persistence 
of recessionary conditions in the United States and West Europe, 
itie prospects of a spectacular upturn in overall exports arc to 
be ruled out in the near f^uture. Those still talking in terms of 
raising the annual rate of export growth from the level of 
IS per cent to that of 22 per cent either do not know what 
they are talking about, or are pure and simple confidence 
tricksters. 

The outlook for industrial growth is no better. When share 
prices skyrocketed in the post-budget phase last year, the index 


of share prices was taken by the ministry of finance as the surest 
indicator of the industrial revival that was a-coming. This year, 
despite the euphoric budget, share prices are going down and 
further down, necessitating reformulation of the official script: 
it is some obscure ‘technical’ factors which supposedly deter¬ 
mine market sentiments, and which have nothing to do with the 
realities of the economy. The fact however remains that industrial 
decision-makers are in a state of blue funk, sluggishness has 
spread in practically all the industrial sec(prs, the budget has 
not made for the least difference. The latest announcement on 
dclicensing of automobile and certain ‘white goods’ industries 
too is little more than an empty gesture: it cannot create demand 
from out of thin air. Representatives of the electronic industry 
have taken courage in both hands and proceeded to pick 
holes in the assumptions of the budget: excise duty reliefs are 
welcome, but the lowering of import duties, which is tound to 
encourage a gushing flow of consumer electronic goods, would, 
they argue, deal a lethal blow to domestic industry. The ranks of 
the agnostics are likely to be* swelled by joiners from other 
segments of iiKlastry which happen to be in an equally depressed 
state. And whatever the basis of the assumption of an 
annual capital inflow of 7 to 8 billion dollars when it 
was made, the demolition of the mosque and the sequence of 
events in the country since then have decisively put paid 
to it. 

The ruling politicians cannot be criticised if they want to sur¬ 
vive in office; that is a natural instinct. Nor can they be blamed 
if they choose to shop around for face-saving devices and for¬ 
mulae. It would be understandable in the circumstances if they 
arc in the market for a subterfuge which could enable them to 
widen their distance from the refbrm measures. Even while this 
exploration is on, they might still pretend that everything was 
all right in the best of all possible worlds. The finance minister 
and his immediate cheer-leaders have pre.sumabiy been assigned 
the ta.sk of keeping pretences up. The more crucial exercise of 
cutting the losses of the structural adjustment programme and 
evolving an alternative frame of bearable policies and measures, 
on the other hand, calls for considerable political acumen and 
needs to be carried out at another level. There will be in all 
seasons some diehard believers in globalisation according to 
whom the problems India ,is encountering are because the 
reforms have not gone fast enough and far enough. Such 
specimens will have to be put on leash while the quest for an 
alternative strategy is on. Few will ask for a return to clumsy 
bureaucratic controls, but a redrawing of the import libcrali.sa- 
tion programme could be crucial should the government want 
to veer away from the mire of interminable foreign indebtedness. 
It is a weak government and it has to be subjected to continuous 
pressure if the objective is to persuade it to do a policy about- 
turn. I'hc prospect of imminent surcea.se wonderfully clears the 
mind. Those who believe that the Fund's structural adjustment 
programme is an unmitigated disaster fur the country have 
therefore the obligation to speak with their vote, or at least with 
the threat that this vote would be exercised in a'particular manner 
unless the government backtracks from the Fund-Bank 
species of activism. They will thereby help the government to 
fight its way out of the economic cul-de-.sac it has been driven 
into. 
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CAPITAL MARKET 

High Cost of 
Lilu^ralisation 

li' the capiliil inarkcl, particularly the 
primary segment ul it, is getting muikici 
by the day, the blame must rest with the 
government ami the SERI. In its en¬ 
thusiasm to prove the success of so-called 
economic liberalisatio'i, the government 
encouraged exaggerated expectations 
among the investing classes. SEBI for its 
part permitted fu'c pricing without setting 
up norms and rating airangemeni.s, 
thereby virtually inviiiiig private sector 
companies to exploit the gullible public. 
Merchant bankers. bioKers. underwriters 
and other players in the capital niaiket 
.sought to grab what they could. The 
authorities and the market have failed to 
enforce a modicum of discipline as to the 
end- use of the funds so liberally obtained 
And now it lias all bo<tinerangcd. 

t-icsh capital sought to be raised by 
private sector cttmpanic.s in 1992-93 was 
no doubt mindboggting. Rs i/<,685 crorc 
as against Rs 5.751 srorc in 1991-97. and 
Rs 4,230 crore in I99(>-9I. Companies 
chose to raise the bulk of fresh capital 
through rights issues to existing share¬ 
holders. Out ol the Rs IS,6K5i crore ol 
fresh capital issued in 1992-93, rights 
issues accounted foi an estimated 
Rs 12.630crore or iieailv Iw-o-tliiid'. N»i 
less conspicuous was what the companies 
were able to gamer by way of preniuiin 
on capital issius iiiidci Irec pricing. 
Advance data compiled by ihc Reset so 
Hank for the fust l(j monslis of 1992-9.1 
show that out (4 lot.d etiiii'y issues w-oiih 
Rs 7,K3() crore the pieiniuiii was '.is much 
as Rs 4,070 cioic (oi 52 pci ceiiil; in 
the comparable period of 1991-92 the 
premium was Rs 112 cii'ie (oi 12 per cent) 
out of total issues ol Rs 1,1-14 crore. I he 
bulk of the piemium was sought :o be lol- 
lecled through lights issues C ompanies 
havi also been trying, to bai: lusestors by 
issuing convertible '.ichentii.-cs, ihc hulk ol 
them again on rights basis Out of lo’.il 
debenture issu-rs ol !Cs S.K62 croie in 
April-Januaiy 1992 9.1, Ks .5,88,5 roretoi 
66 per cent) were lights oaies ausl a' inueh 
as Rs 6,909 (or 78 per cem I were conver¬ 
tible debfiiluies. 

I'ht public response to these g.igaiiiic 
aniourus ol capital issues has been less 
than mipie‘s:-.e. The Koinbay .Slock fix 
change (BSI ) ha; beer, notably coy in fur¬ 
nishing infornuiiiou in ll ‘s le.sptx-i .-Vs |ier 
BSE data, in the earlici year, 1991-92. 
there had Iven 202 is-.iies < >r an .aggregate 
amount of Rs 2,2;K1 croee. of which the 
public offer was of Rs I.O-Jo ertire. Ne.'ir- 
ly 50 per cent of the issues in that year 
fetched '.'tore than lO times the amount 


offered. In conirasi, public response has 
been markedly unenthusiastic in 1992-93. 
BSE data suggest that during this period 
there were 490 issues for Rs.8,389 crore, 
of which public offer was of Rs 4,733 
crore. No information on the extent of 
public subscription is still available for as 
many 454 of these issues. The secondary 
market, as is well known, has suffered a 
severe setback, particularly towards the 
clo.se of 1992-93. A large number of 
capital issues have remained under- 
subscribed, with only about one-half gel¬ 
ling the minimum subscription. Many 
companies have been forced to offer their 
shares to mutual funds and brokers at 20 
to 30 per vent discount. Many under¬ 
writing (.ommiimenis have not been 
fiilHIleil. I’romolcrs and underwriters have 
had to resort to desperate devices to 
escape refunding the entife subscribed 
amount in the event of actual subscrip¬ 
tion falling short of 90 per cent of the 
issued amount. Companies for their nart 
have gone hack on Ihc coiiimiimcni fees 
agreed upon. 

The consequences of the private cor¬ 
porate sextor’s short-sighted greed and the 
consequent aborted capital issues are 
grave enough; delays in project implemen- 
laiioii and consequent escalation of pro¬ 
ject costs: mounting issue expenses 
combined with heavy di.scounis knocking 
sizeable chunks off the expected funds; 
and companies seeking to tap the primary 
market for working capital facing a severe 
funds squec/c fur current operations. It 
ha.s been reported that promoters of not 
less than 8(X) new companies have now 
been compelled to postpone their planned 
public issues by the refusal of brokers to 
lake oil underwriting commitments. This 
will, of course, further depress the invcsi- 
nient climate. Also, some Rs 5,000 crorc 
of bridge loans extended by merciiani 
hankers to promoters of new issues have 
got s'uck. 

fhe loot laiisc ol all these problems 
is the government’s attachment to share 
inarkcl buoyancy as the barometer of the 
well-being of the economy. In the anxiety 
to satisfy conditions laid down by the 
World Bank, IMh and AI3B in tegard to 
capital market reforms, the office of the 
<’onirol!er of Capital Issues was abolish- 
c'l and rcstrainison the pricing of shares 
by companies were done away with. SEBI 
allowed free pricing without the 
preparatory ground-work, in particular 
building up an institutional structure of 
competent and competitive merchant 
hankers and taiing agencies and in 
siiiuiing norms and guidelines fur pricing 
of issues. Ibgethei these lapses have done 
inajor damage to the development of 
capital market institutions. 


POLITICS 

Dangerous Game 

TRUE to the habit of Indian politicians, 
some among the non-QJP parties are try¬ 
ing to bolster up (andjn the process, 
inflict upon us) yet another set of Hindu 
religious charlatans against those of the 
’Sangh-parivar’. A recent congregation of 
gurus, swamis, mahants, mahaman- 
daleswars and others of the same pon¬ 
tifical ilk in Delhi has been sought to be 
used by some politicians to counter the 
Sangh-parivar's licgemony over the Hindu 
community in the cow-belt. A minister in 
the former Janata government at the cen¬ 
tre, Subodh Kant Sahay. who is believed 
to have played an important role in 
negotiating with these religious spongers, 
is reported to have said; “Wr will take help 
from'ail quarters to resist the dangeroun 
game of the BJP-VHP combine!’ 

But Sahay—and there is reason to 
believe that there are many other politi¬ 
cians behind him—is beginning another 
‘dangerous game' by playing -off one 
group of knaves against another. This is 
in continuation of the old game of Indian 
politicians to use the divisions will'in the 
underworld and employ one mafi'. don to 
counter another who may be the ,'foxy of 
a rival politician. We have seen he con¬ 
sequences of such games in Bombay and 
Calcutta rerrntiv. The blasts there 
involved members of the underworld who 
had been enjoying the protection of politi¬ 
cians of all hues. The rules of the game 
are now being extended to the underworld 
of religious crooks. 

Tiie sadhus who gathered at the Delhi 
religious meet announced the laudable in¬ 
tention of building an atmosphere of 
“total communal harmony, liberal out¬ 
look and universal brotherhood*'. Fine 
words! But the reputation of the sadhus 
docs not inspire much respect for their 
announced objective. Just a day before the 
Delhi meet, most of these sadhus called 
on the notorious godman Chandraswami 
at his home in Behrot in Rajasthan to pay 
respects to the memory of his mother who 
died some time ago. It became an occa¬ 
sion for a massive political jamboree 
with opposition leaders like Subodh 
Sahay, Chandra Shekhar, Devi Lai 
and Subramaiiiam -Swamy and central 
ministers like V C Shukla, Kamal Nath 
and Ram Lai Rahi vying with each other 
to greet the godman and extend their con¬ 
dolences. In spite of allegations of shady 
deals. FERA violations and other of¬ 
fences. Chandraswami seems to have 
emerged as the only ‘sarkari* Hindu 
counterpart of the ‘Sangh-parivar’s galaxy 
of sadhus. The same religious heads who 
at Behror ensconced themselves with these 
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‘Mcular’ politicans, appeared the next day 
at Hanuman Vhtika near the Ramlila 
Grounds in Delhi to give a call for a 
nation-wide campaign from May II when 
the sadhus are expected to walk across the 
length and breadth of the country to “re¬ 
establish the rich and glorious ancient 
religious traditions of India". 

h is quite obvious that the ruiing party 
politicans, ariong with their allies in the 
Samajwadi Janata Party, are bent on 
harnessing the same obscurantist religious 
forces to fight the BJP. In the Congress 
agenda, the basic need to overcome 
religious fundamentalism and com- 
munalism by the promotion of secular 
values and a scientific temper is replaced 
b>’ the partisan compulsion of defeating 
the BJP within the same religio- 
obscurantist political framework which 
has been determined by the Sangh-parivar. 
By building up another religious mafia to 
fight the parivar mafia, these politicians 
art reinforcing the same old superstitious 
belief in godmen and sadhus and 
strengthening their clout in Indian 
politics. 

BANKING 

Misguided Proposal 

AN adverse development following bank 
nationalisation, because the broader goals 
of nationalisation were soon lost sight of, 
has been the neglect of local-level banking 
institutions, whether co-operatives or 
private banks. The mere spread of bran¬ 
ches of the nationalised banks has failed 
to' cater to local needs and contribute 
effectively to the development of the 
regional economics. 

The Narasimham Committee on the 
Financial System did pay cursory homage 
to the need to promote banks with a 
regional character, suggesting that within 
their areas of operations these could func¬ 
tion as efficiently and profitably as the 
all-India banks. It, however, viewed the 
importance of local banks purely from its 
ideological perspective of “freedom of 
entry into the financial system”. 

Dnpite over 2S years of public sector 
banking and the much-talked-about 
spread of the bank branch network, the 
entire banking system remains overwhelm¬ 
ingly oriented towards a few metropolitan 
centres and a few regions. The concentra¬ 
tion of banking development, reflecting 
the larger reality of the country's 
economic development, is evident from 
the fad that the top 100 centres in the 
country accounted for 62.5 pt^ cent of 
bank deposits and 68 per cent of bank 
credit at the end of December 1992. The 
top four metropolitan centres (Bombay, 
Delhi, Calcutta and Madras) accounted 


for deposits of Rs 96,391 crore or 36.8 per 
cent of the aggregate deposits of all 
scheduled c'ommercial banks and for bank 
credit of Rs 63,259 crore or 41.3 per cent 
of total bank credit. Data also show a 
growing concentration of banking 
development in the western and southern 
regions. 

The government, therefore, needs to 
give urgent attention to the question of 
creating an appropriate banking structure 
so that regional needs are met. The issue 
is, however, getting side-tracked by the 
government’s preoccupation with finan¬ 
cial sector reforms and other structural 
adjustment programmes. In this context, 
the proposal for merging the seven sub¬ 
sidiaries of the State Bank of India into 
a single institution will mean elimination 
of a few more banks w ith a local orienta¬ 
tion. Each one of these seven banks has 
a sizeable branch network, ranging from 
350 to 800, mostly in its own respective 
region. Together they have over 4,000 
branches. Their annual depo.sit growth 
rate has generally been higher than that 
of the State Bank and the nationalise:! 
banks. The biggest amongst them, 
namely, the Slate Bank/>f F^tiala, with 
a much smaller deposit base possesses 
larger equity and reserves than all but four 
of the nationalised banks, namely. Bank 
of India, Punjab National Bank, Bank of 
Baroda and Canara Bank. The position 
of the other six State Bank suosidiaries 
in this respect is also better than that of 
the majority of the nationalised banks. 
There is no reason, therefore, for creating 
another monolithic organisation in the 
banking industry when the need is to 
achieve better, dispersal of banks and of 
financial sector institutions generally. 

ASSAM 

Colonial Forest Laws 

A correspondent writes: 

THE killing of five tribal people, 
including two women, all Bodos, in police 
firing in the Joi Siddhi forest area under 
Sootea police station in Sonippur district 
on March 28 is bound to oikt again revive 
the controversy about what exactly con¬ 
stitutes encroachment in the forest ereas 
of ^sam. The incident also has obvious 
implications for the issue of traditional 
rights of the tribal people (as indeed every 
other people) living in or in the viciriity 
of forest areas on the resources of the 
forests, especially firewood. 

The sharp condemnation of the inci¬ 
dent by all Bodo organisations including 
the All Bodo Students’ Union (ABSU) 
and the Bodo Peoples' Action Commit¬ 
tee (BPAC), the Bodoland Legislature 
Party (BLP) and the Bodo Sahitya Sabha 
is likely to mu'ddy the attempts of the 


Congress(l) to appropiiatc to itself and 
absorb within its fold the newly emergent 
Bodo political leadership. In its statement 
deploring the killings the BLP has noted 
that the incident took place even as moves 
were afoot, after the signing of the Bodo 
accord, for providiifg meaningful 
autonomy to the Bodos .rnd other plains 
tribal of the slate. 1 he incident is likely 
to have an impact on the decision of the 
Bl .P to join the go>ernmeni. There is still 
no indication of when (and no’s-, perhaps, 
whether) the two members of the BLP 
who were e.\pecn*d to be inducted into the 
Hiteswar Saikia ministry will be sworn in. 

However, I'ai more significant than 
these hiccups that might impede the 
impending formalisation of the Con- 
gies.s(l)/BLP alliance, already a cosy reali¬ 
ty in the house, the incident and its legal 
and political implications are relevant in 
view of the impending constitution of the 
Bodoland Autonomous Council (BAC), 
and the responsibilities.that are to be 
entrusted to this body. Among the sub¬ 
jects and departmints owt which the BAC 
will have control within the BAC area is 
‘Forests’. It is true that the incident occur¬ 
red in an urea fiilling outside the proposed 
area of the UA<?; t«ui 'his very fact may 
pul strains on the andty the Bodoland 
agitation leadership is seeking to establish 
with the Congressd). 

The five persons killed are Bijoy 
Basumatary, Baniun Basumatary, Uma 
Basumatary, Basanti Narzary and Nibasi 
Islari. They were killed when personnel of 
the Assam Forest Protection Force 
(AFPF) opened fire on a crowd of tribal 
villageis of the Joi Siddhi forest village 
protesting the seizure of firewood gathered 
by them. Accotding to reports from 
Tezpur attributed to ‘police sources’, the 
victims were among a group of tribal peo¬ 
ple lesiding in the forest village of Joi 
Siddhi who wcrc^ ’illegally’ collecting 
firewood in the forest. This firewood was 
seized by the forest beat personnel. The 
vill ,gers demanded the return of the seiz¬ 
ed firewood and allegedly attacked the 
forest beat personnel. The AFPF ibree 'in 
retaliation’ opened fire resulting in the 
‘spot death’ of five persons, and injuries 
to three others. Ten more persons, ail 
tribal, have been arrested in this connec¬ 
tion. Much the same points were made by 
chief minister )(ite»war Saikia in his state¬ 
ment on the inciJcnl in the state assembly. 
The chief minister loo maintained that the 
AFPF personnel had opened fire on an 
‘attacking mob’ in ‘self-defence’. 

The factual correctness or otnerwisc of 
such official .c laims notwith.standing, the 
iric:dc.:t will be viewed differently by the 
victims whose perception of land and 
forest laws do not always coincide with of¬ 
ficial perceptions based on colonial laws 
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and regulations further refined along the 
same lines by the modern-day rulers, in¬ 
deed, the troubles of the previous AGP 
government with regard to the tribal peo¬ 
ple began in almost similar circumstances 
when, soon after assuming office, forest 
ofnciais began ‘operations' to evict Vrn- 
croachers’ from forest areas. The AGP 
leadership made a grave political blunder 
by mechanically applying the provisions 
of Clause 10 of the Assam Accord, 
overlooking (following the same political 
calculations which they had stridently ac¬ 
cused the Congress of making) that en- 
aoachmcnts of a far more serious kind 
all over the state—by comparison with the 
relatively minor encroachments by the 
tribal people—in the forest areas posed 
graver threats. 

The tribal people, irrespective of their 
political affilialioiis, have never viewed 
themselves as ‘encroachers’ in any part of 
the state, much less in the forest areas 
which for them has been always iheii 
home. The eviction operations in 
Tamulpur and Rangia, areas of the then 
composite Kamrup district, in early 1986, 
within weeks of the assumption of office 
by the AGP, marked the beginnings of the 
alienation of the tribal people from what 
they perceived as a hostile, upper-caste 
Hindu-dominated government of Assam, 
which soon crystallised into sustained 
hostility. The political outcome of those 
impnidml moves was the Bodoland agita¬ 
tion, which culminated in the recent deal. 

N6w that those who articulated Bodo 
grievances a decade ago are themselves 
about to assume positions of authority, 
in close co-operation (if not active col- 
laborafion) with the Congress, it is to be 
seen wMt political fall-out the incident 
will have. 

PAKISTAN 

Weak Pulse 

FOR the second time in three years a duly 
elected government in Pakistan has been 
dismissed by president Ghuiam Ishaq 
Khan by using the provisions of the 
notorious Eighth Amendment. Nor i.vthc 
charge-sheet very different this time-- 
corruption and mismanagement of 
government. The difference is this; the 
Pakistan People's Party generally seen as 
the harbinger of democratic restoration in 
the country and whose president once 
called the Eighth Amendment “illegal, 
malafide and unconstiluitonar’ has fully 
supported the move. Perhaps this, more 
than Ishaq's act, indicates the feeble pulse 
of democracy in i^kistan. This disillu¬ 
sionment with the PPP, even within the 
parly, vocalised by senior party member 
>hhya Bhaktiar who has termed the PPP’s 
actions as “a blatant betrayal of the 


people, of democracy and of ^kislan”, 
is also a telling comment on the fget that 
democratic forces instead of spreading at 
the mass level had chosen to make a 
parliamentary political party the only 
vehicle of change. This is also perhaps a 
comment on the R.ature of the democracy 
movement in Pakistan. 

At another level this move can also be 
seen as a regro uping of feudal forces, 
which were beinp, successfully challenged 
by the industrial/business classes under 
the Sharif regime. The landed classes have 
always wielded, political power in the 
country and have managed to stall most 
land reform measures as well as all at¬ 
tempts U) transfer some sqmblani.x of 
power lo elected representatives at the 
local'Irvel. This feudal control has of 
course been used to advantage during 
election lime and for parly purposes. The 
insialliition of the Sharif government gave 
a bix)!it to the industrial and commercial 
classes which expanded their base in thit 
process of laundering what has been 
genei ally ‘drug money’. This in turn 
creaK'd the right climate for all sorts .of 
illegal activities which expanded in the 
situation of a deteriorating economy— 
not h a.sl of the buidens being the three 
miliiim Afghan refugees—bringing 
'.ritic.ism from even Pakistan’s Islamic 
•friends'. The privatisation programme 
and i ne dismantling of the pufiltc sector, 
initiu. cd by president /ia-ui Haq, and 
slailei.l during Bhutto’s brief i cgime, were 
reviiu i.sed. In fact the Sharif family’s 
fortunes owe much in the dr nationali.sa- 
lion nf .some scclor.s ol it.dusiry alter 
1977. 

Thi I.S squeezed by the bvireauctacy, the 
feuda: interests and iiidus't lal cia.sses with 
connections with illegal \r tde, the middle 
class .n I^kistan has hard iy come inio its 
own. The working class on the other hand 
is spn.'ad largely in the sni all sector which 
accounts lor three-quart .-rs ofindu.strial 
empir lymcni and has, ae .-ording to sortie 
experts, grown during il .e Sharif regime. 
Moreover, populist tnea ->urcs su.ii as the 
easy bank loans scher le for taxis, etc, 
instil’ ited by Sharif h, ve gained him a 
measure of mass sup lort. Thus while 
Sharidid not even lay lip-service to 
issuer such as civil li'} -riics and allowed 
tb" ft,actioning of the ‘ ihariai l.iws against 
huina a freedoms, ihii ugh be hesitated on 
its api ilieatiun to th; financial sector, he 
may v ell be able to f arner support from 
an un likely band :< >mprising industrial 
and Cl •mmercial in .e xsis and a section of 
the ni isses and ific middle class. And il 
will b.- intcreslin; > i > watch how Benazir 
Bhutt } will now ,ik dify her stand on the 
Eight I Amend .-nu it and justify her' 
aclioi IS to her friei ids in the democracy 
move ncni. 


PARLIAMENT 

'Constructive* Critic 

A correspondent writer. 

INDRAJIT GUPTA, generel seocUry of 
the CPI and leader of the CPI group in 
the Lok Sabha, has fully justiiied, indeed 
in more senses than one, the trust signified 
by the award handed to him by the prime 
minister some months ago for his long 
and meritorious service as a parliamen¬ 
tarian. The G V Mavaiaokar memorial 
lecture he gave recently under the auspices 
of the Institute for Constitutional and 
Parliamentary Studies is a notable 
specimen of co/urrucr/ve-criticai appraisal 
of parliamentary practice in this country « 
since the first general election in I9S2. 

Basing himseli on his own experience 
in the lok Sabha spanning over three 
decades and the aitical commentaries 
by two unquestionably authoritative 
insiders—the veteran Congress parliamen¬ 
tarian. N G Ranga, and a “formet 
Jisiinguished secretary-general of tht Lok 
Sabha’’—Gupta has presented a graphic 
picture of the decline in parliamentary 
standards and a list of what he believes 
to he its main causes. In this, he has not 
spared any of the leading actors on the 
parliamentary stage—the posl-Nchru 
prime ministers, the latter-day speakers, 
whips, party leaders and MPs belonging 
to the treasury and opposition benches, 
not forgetting the ‘sensationalisir.’ of the 
fourth estate. He has also listed some im¬ 
personal factors like our electoral system 
and “the changed .social composition of 
the membership (of our parliament] and 
its growing'trend away from the men of 
substance to the ‘men of the soil’...” 

Bui strangely enough, such a veteran 
observer from the inside has failed lo 
mention the most scandalous develop¬ 
ment in the parliamenialry sphere, high¬ 
lighted by the ‘sensationalist* press, 
namely, the huge rinancial transactions in 
causing defections, which is far worse 
than the other phenomena of decline 
noted-by Gupta. Even more strangely, the 
marxist in him does not care ic note the 
linkage between the parliamentary decline 
and the prolonged systemic crisis shaking 
the entire socio-political edifice of the 
country. Naturally, his constructive 
recommendations do not go beyond the 
direct deductions from the critical com¬ 
mentaries of the two establishment critics 
he cites. In other words, Gupta’s vision 
does not seek to break through the liimta- 
tions imposed by the existing power struc¬ 
ture and its domesiirated politics, thus 
perhaps fully justifying the trust reposed 
in him by the people who selected him for 
the award. 
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IN THE CAPITAL MARKET 


Mideast India 

MIDEAST INDIA is the flagship com¬ 
pany of the MESCO group. The company 
has once again achieved excellent perfor¬ 
mance for the year ended March 31. 1993. 
It has realised a turnover of Rs 70.61 
ciore, registering an increase of 96 per 
cent, earned a net profit of Rs 9.86 crorc, 
an increase of 198 per cent, and an EPS 
of Rs 27.16. The company made a public 
issue of share capital in January 1992 and 
has fulfilled the promises and commit¬ 
ments made to its shaj:ehotders. It has suc¬ 
cessfully completed both phases of its 
shoe project with an installed capacity of 
12 lakh pairs pa and their components. 
It has set up a foully integrated shoe facto'y 
(the only one of its kind) with state-o^ 
the-art machinery from Ibrielli, Granncci 
of Italy and BUSM of IIK. Bally Inter¬ 
national of Switzerland has provided the 
technical know-how and upgraded the 
shoe project to manufacture premium 
quality shoes meeting international stan¬ 
dards for the highly competitive and 
fashion-conscious European market.s. The 
group has turned its attention to phar¬ 
maceuticals and set up an ultra-modern 
unit in Dchradun which has begun expor¬ 
ting to markets like Europe, Russia, Africa 
and the F-ar liasl. The biggest feather in 
as cap has been the export of phar¬ 
maceutical machinery to the west, for 
bulk drugs and fifth generation antibiotics 
a plant is being set up in Hapur, confor¬ 
ming to USFD.\ standards. MESCO will 
be manufacturing under licence from 
MLR/,, a major Ociman manufacture 
of (Acr St) lilc-'civing drugs MESCO group 
look over Bokiyu Tanneries, a BIFR com¬ 
pany, and in just one and a half yeais 
twined it lound to show profit.s of Rs 30 
lakh this year. The company also has a 
inanageirent contract for a tannery in 
Zambia, ensuring supply of quality hides 
and skins, in Russia, Midcasi has set up 
Marita Mesco, a joint venture for leather, 
tanning, processing and Finished products. 
Mideasi also has its own trading office 
and warehouse in Germany catering to the 
needs of the European market. It has pio- 
moted MESCO Mauritiu.s, a wholly own- 
^ subsidiary, in Mauritius for the 
manufacture of bulk drugs and empty 
hard gelatine capsules at a cost of Rs 20 
crore. The group has now also entered the 
core sector of steel for export. Mideast 
Integrated Steels, an export-oriented unit, 
is being set up in Orissa at a cost of Rs l() 
billion. The technology for this fully 
integrated steel plhnt is being imported 
from CMIEC of the People’s Republic of 
China, the world’s largest makers of iron 
and steel. CMIEC wilt also be parti¬ 
cipating in the equity capital with a con¬ 


tribution of S 10 million in the very first 
stage of this prestigious project. The col¬ 
laboration agreement has been signed and 
construction began in January 1993. 
Another group company Mesco Airlines 
has been set up to cater to the growing 
demand in civil aviation. A ncei of 
helicopters will cater to the need for 
specialised aerial spraying. Mesco Airlines 
will also set up a fleel of air taxis and the 
only private helicopter pilot training 
school in Asia. The air charter service has 
already begun. To pan finance its expan¬ 
sion, Mideast India is making a righis- 
cum-public issue of fully convertible 
debentures aggregating Rs 52 crorc. The 
debentures bearing 16 per cent interest will 
be converted into equity in two {larts; part 
A on allotment and part U IS months 
thereafter at a premium of Rs 25 and 
Rs 45 respectively for the rights issue and 
Rs 40 and Rs 60 for the public issue 

Jhunjhunwafa Vanaspati 

Incorporated in 1989, Jhunjhunwala 
Vanaspati (JVL) is an existing company 
earning profits ar.d paying dividend. It 
declared a maiden dividend of IS per cent 
in tne very first full year of operations 
ended March 31, W2. The company is 
engaged in the manufacture of vanaspati. 
marketed under the brand name ‘Jhoola’. 
It is entering the capital market on May 4 
to pan Finance its expansion project from 
25 ml per day to 100 mt per day of 
vana.spati. Commercial production started 
in March 1990 and turnover during the 
current year ended March 31, 1993 is 
about Rs 26 crore againsi Rs ciore in 
1991-92. Prolli is also expected lo go up 
substantially. The company has installed 
machinery to achieve 60mt per day and 
the plant is extA’cied to run at full capacity 
of !00 mt from this August. I'he project 
has been appraised by the CRB Capital 
Markets. Co.st of the expansion project is 
estimated at Rs 752 lakh and it is to be 
Financed with promoters’ equity of Rs 152 
lakh, public issue of Rs 540 lakh and in¬ 
ternal accruals of Rs 60 lakh. Projections 
at 70, 80 and 90 per cent utilisaoon of 
expanded capacity for the years 1993-94, 
1994-95 and 1995-96 pul sales at Rs 5,571 
lakh. Rs 8,489 lakh and Rs 9,550 lakh, 
gross proFii at Rs 257 lakh, Rs 461 lakh 
and Rs 324 lakh and net profit at Rs 147 
lakh, Rs 241 lakh and Rs 268 lakh. There 
is to be a progressive increase in dividend 
from 14 per cent to 18 per cent and 20 per 
cent in the three years. An excise relief of 
Rs 400 per ml of vanaspati, announced 
in the latest union budget, would furthci 
enhance the proFitabiliiy of the company. 
To part Finance the expansion project and 
to augment working capital the company 


is going in for a public issue of 54 lakh 
equity shares of Rs 10 each for cash at par 
aggregating Rs 540 lakh on May 4. Lead 
managers to the issue ^re CRB Capital 
Markets and Central Bank of India. 

Hindustan Biotech 

Hindustan Biotech (HBL) is entering 
the capital market through the Over the 
Counter Exchange of India on May 10 
with a public offer of 11,00,000 equity 
shares of Rs 10 each at par. HBL is a joint 
sector project promoted by Diamines and 
Chemicals, a proFit-making company 
bciongmg to the Bharat Vijay Mills group, 
and Pradeshiya Industrial and Investment 
Corporation of Hilar Pradesh (PICUP). 
I'hc project cost of Rs 4.S6 crore is being 
financed by term loan of Rs 240 lakh by 
PICUP and UPFC artd equity share 
capital of Rs 216 lakh. SBl Capital 
Markets, as the sponsor, compulsory 
market maker and the lead manager to the 
issue, has appraised the project. The ad¬ 
ditional market maker is C'redit Capital 
Finance. HBL is setting up a bulk drugs 
project fo: the manufacture of meben- 
da/nl-c (an anthelmintic drug used for the 
treatment of stomach infections), atenolol 
(a cardio-vascular diug used as an an- 
iihypcrtcnsion agent) and nifedipine (also 
used in formulations for cardio-vascular 
drugs) with installed capacity of 48 TPA, 
12 TPA and 12 TPA, respectively. 70 per 
cent of the production is proposed to be 
exported. I'he plant is located in Sikan- 
drabad, UP, The promoters. Diamines 
and Chemicals, have a good distribution 
network of dealers and C and F agents in 
the country for their products. The pro¬ 
ject is scheduled to commence commer¬ 
cial production from this October. As per 
the projections of SBl Capital Markets, 
sales arc expected to be Rs 2.30 crore, 
Rs 5.37 crore and R.s 6.13 crore in 1993-94 
(6 months), 1994-95 and 1995-96, respec¬ 
tively, with profit after tax of Rs 17 lakh, 
R.s 48 lakh and Rs 71 lakh. 

Eicher Tractors 

I ictici Iractors (I! 11 >. which command.^ 
nearly 60 per cent share of the 25 hp trac¬ 
tor market and 14 per cent share of the 
entire tractor market in the country, is 
offering two simultaneous (but not linked) 
rights issues of equity and non-convertible 
debentures to the shareholders for a total 
amount of Rs 44.3 crorc. It is offering 
16,87,375 equity shares of Rs 10 each at 
a premium of Rs 65 per share aggregating 
Rs 1,265.53 lakh and 31,63,827 non- 
convertible debentures of Rs 100 each at 
par aggregating Rs 3,163.83 lakh. Etcher 
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IVactors’ share is listed at Ahnicdabad, 
Bombay, Bangalore, Calcutta, Delhi and 
Madras and was quoted at Rs 127 on 
March 26 on the Delhi stock exchange. 
The NCDs at 18 per cent interest have 
been given by C'RISIL the rating ot dou¬ 
ble A minus (AA-), indicative ol high 
safety with regard tr' timely payment ut 
interest and principal. The issue opened 
on April 12. Eichei Tractors last raised 
Rs 3% lakh through a public equity :.ssue 
in 1988. The company has manufacturing 
facilities in Faridabad in Fiaryana, Alwar 
in Rajasthan, Parwanoo in Himachal 
F*radesh and Thane in Maharashtra. It has 
established research and development 
facility at Ballabhgaih in Haryana. It has 
a technical and marketing anangement 
with Capol Farm F-quipioeni (C’AFF) nf 
Hyderabad, fot the supply of CKD kits 
to be utilised in the assembly cf tractors 
by CAFF for marketing under the I-icher 
brand name. 'I'he rompany has shown an 
impressive growth of turnover. Earning 
per share has riser, from Rs 5.6! m 


Rs 12.44 between 1986-87 and 1991-92. 
The company plans to use the present 
issue to part finance its modernisation 
and expansion projects, specifically to 
enter the 30 and 35 hp tractor market. It 
also plans to invey^. in other group com¬ 
panies and finance the rehabilitation of 
its gear manutaciuring facilities at Thane. 
The com.pany is also contemplating a 50 
hp tractor model for which it is explor¬ 
ing the possibility of a new foreign col¬ 
laboration. Projections show a turnover 
of Rs 387 crorc and a PBT of Rs 24.28 
crore for the year ending March 1995. 
bicher Tractors, which i.s a suKsidiary of 
Licher Goodearth, is the flagship com¬ 
pany of the Eichcr group. In 1991-92 
group turnover cros.srd Rs 500 crore. The 
exports division has shown growth in sales 
I tom Rs 2.94 crorc in 1986-87 to R.s 11.02 
crore in 1992-93. bichcr is also currently 
establishing a facility to manufaeture and 
export readymade garments. 

~JK 


COMPANIES 

Stop-Gap Arrangement 

Jairaj Kapadia 


A l.EAD has been taken by the Indu.-.triai 
Credit and Investment Corporation of 
India (ICKT) to tap provident and gratui¬ 
ty funds lor the issue of R.s-20() crore of 
16 per cent bonds it is making. The ques¬ 
tion of lead arises, as the trusts manag¬ 
ing PF and gratuity funds are now allow¬ 
ed scope of investing in debt insiniincius 
of the financial institutions froo: the new 
financial year. The IC ICI is the first 
in.siitution to avail of ihc opporiuiiiiy, 
having announced the i.ssue o.*^ Rs 200 
ciore bonds. 

But lead apart, ijic instiiutioiiVs drive 
needs to be critically assc.sscu I he move 
needs to be cunsidcied froiii vaiiuiis 
standpoints. First and forcinosl the ICICI 
is Ihc only institution of its kind to have 
enjoyed public nwneiship, which the 
funds investment in the bonds issuejs not 
going to enlarge. Secondly, the bonds issue 
has come in 'i.m of a propo.scd issue of 
partly convertible debentures to the public 
and to shareholders as i ighl.s. which after 
a re-review and increasing of its si/c from 
Rs 800 crore oi iginally to Rs 1,200 croic, 
the institution has now dccid^ to hold 
in abeyance. Eiven as the issue was pro¬ 
posed, it was to be of partly converiiblc 
debentures, limiting the equity portion on 
conversion, anc! not of fully convcriibie 
debentures as was made about a year ago. 

A third point of consideration is that, 
against the >.noprt,sed issue of debentures 
of Rs 1,200 crore, the bumls issue is for 
a small amount of Rs 200 crorc, although 


given the right to ictain oversubscription 
to the extent of the i.ssue jniouni, the 
institution would be mopping up Rs 400 
crorc. Yet the aggregate aiimunl is 
nowhere near the ICICI’s requirements. 
The gap has to be inc*. with a public and 
rights is.‘ue of capUai in icsjicc! of which 
the ICICI by its standing slsould be tak¬ 
ing a further lead, and w hich makes a 
fourth point ol cxaminaiion o( its .nuk¬ 
ing a bid for PF and gratuity funds which, 
moreover, are to cost it a stiff 16 per cent 
rate of intere.st. 

Quite es'ldcntly the bonds issue is by 
svay of a slop-gap arrangentem to bridge 
the gap in finances. The impre.ssicu! is, in 
fact, borne out by the observations by the 
ICICI's managing dinxiot, B V Bhargava, 
III an interview: "Our lequircment of 
funds IS going to be very large a.s we grow 
annually at the rale of 30 per cent. For 
fuivls of that si/e we cannot depend on 
such liiimed sources [like the bonds issue| 
caci. time." In this light, the point made 
about the ICIC'J's leading the Financial 
institutions in public ownership stands 
I cin forced. 

MYSORE KIRIjOSKAR 

Coping with Recession 

A 12.63 per cent increase at Rs 7,567 
lakh in .sales turnover has been achieved 
hy Mysore Kirloskar, which manufactures 
metal cutting and grinding machines and 


thread rolling machines besides castings 
and ball and toller bearings, for the year 
ended June 30, 1992. And this in the face 
of recessionary trends obtaining in the 
global and domestic markets which 
dampened growth. However, despite the 
recession in the engineering industry in 
general and the machine tools industry in 
particular, the company closed the year 
with pending orders worth Rs 60 crore in 
the machine tools division alone with 
more orders in the final stage of negotia¬ 
tion. The first two months of 1992-93 
showed a marginal increase in turnover 
over 1991-92 at Rs 670 lakh. 

Profitability during 1991-92 was strain 
ed by a steep rise in lending rates, 
withdrawal of cash com|)ensatory support 
for ex|x>rts and the impact of increase in 
borrowings. But now the position has 
changed for the bettei in these respects. 
So one expects Mysore Kirloskar to be 
charting further growth with belter finan¬ 
cial results. For 1991-92 the company has 
declared the same dividend as in tnc 
previous year of 20 per cent on increased 
siiaie capital following conversion of 
debentures into 10,0.5,614 equity sliare.s of 
Rs 10 e.ich a» a preiniuiri of R.x 18 per 
shaie. Against the conversion iriade of 
debentures, the company has issued Jui- 
mg the year 20 per cent .iccuied non¬ 
convertible debentures of Rs 100 each 
aggregating Rs KX! lakh on (.‘rivatc place¬ 
ment ba.sis to SB! .Mmu,'! Fund. 

Exports amounted ievs by !4..^rt yvr o ni 
at ks 779 lokl.' but weie still in excess of 
foreign exchange outgo which arcoiintcd 
to Rs 317 lakh F:xpor|.s were affected h> 
a rcce.ssion ni global matkei.x and by 
unceituintics in the coirpammajor 
markets in ceiitia! Europe and the 
Confederation ol Indepciideni Stales 
(formeily the USSR). However, the com 
pany has received fot ihc cuirent year a 
few orders from the CIS, v/hilc to boost 
exports it has opened otTccs in Kuala 
Lumpur, Mo.scnw, Gennany and the US 
arid participated in the equity capital of 
Kirsons, Singapore, suoscribing Ks 2.% 
lakh in 18,750 shares of S I each in order 
to strengthen the market for the products 
in the-Far Fast. 

By way of diversification, a joint ven ¬ 
ture company, called Kirloskar Snyder 
General has biren promoted for manufac¬ 
ture of air pollution control systems in 
technical and financial collaboration with 
Snyder General Corporation, US.A. which 
is renowned in the manufacture of air 
pollution cunitol equipment and systems. 
The joint venture company has commenc¬ 
ed business and a great potential is seen 
for it in the context of worldwide effort 
for control of environmental pollution. 
The company has also enter^ into a 
technical collaboration with Linde AG, 
Germany, for manufacture of waste water 
treatment plants. 
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manjushree plantations 

-Good Coffee Crop 

For M«iOu*hrae Planutions the year 
ended Much 31.1992 «« yet anodier one 
of all-time reooid tales and profits. This 
was thanks to a higher coffee crop, a 
higher valuation of coffee crop in stock 
on the basis of existing valuation and a 
higher price realisation for cardamom, 
while in tea both production and prices 
were lower. However, it was for the sixth 
year running that the company achieved 
hnpiaved results. And though the rate of 
dhddcnd declared is sUghtly lest at SO per 
cent compared to S5 per cent for the 
•previous year, it is due to an increase in 
paid-up share capital following a 1:2 
, boous issue fhxnRs 66 lakh to Rs 99 lakh. 
The aggregate amount of dividend has 
.recorded an increase from Rs 16 lakh to 
Rs 49 lakh. 

Ifea crop in south India was a record 
during 19M. However, due to extremely 
dry weather, there was a sharp drop after 
November 1991. The company’s crop wa» 


lower by OJS lakh kgs at 1S.1S lakh kgs 
compa^ with the prerious year. Price 
lealiMtion went down in the south and 
recorded a drop of Rs S.50 per kg. The 
average price reaiised by the company was 
Rs 36.78 per kg compared to Rs 40.32 per 
kg in the previous year. A phased expan¬ 
sion of the tea factory wiA the installa¬ 
tion of additonal machinery has been 
completed during the year. Coffee crop 
harvested showed a sharp rise from 8S7 
tonnes to 1,384 toixnes. Cardamom crop 
was damaged by excessive rain in June- 
July 1991, and amounted less at 140 ton 
nes against ISO tonnes in the previous 
year. The cardamom from the company 
enjoys a definite consumer preference in 
the market in the north and the average 
price realisation for the year was more at 
Rs 310.36 pw kg against Rs 292.36 per kg 
in the previous year. The first phase of 
cardamom smoke house expansion has 
been completed and the second phase is 
under progress. The expansion will enable 
the company to handle increased crops 
with a better Quality of finished product 


The Wcek'a Companies f/ls lakh) 



Mysore 

Kirloskar 

Manjushree 

Piantatiems 

Maharashtra 

Explosives 

Financial Indicaion 

June 

1992 

June 

1991 

March 

1992 

March 

1991 

March 

1992 

MkrOi 

1991 

Income/expenms/profils 

Net lales 

75147 

6718 

1455 

1299 

1141 

1292 

Exetw duly 

.... 

— 

II 

II 

702 

247 

Other income 

.164 

313 

181 

130 

15 

17 

Increase (decrcaic) in year-end 
riniihed stock 

34 

NA 

18 

NA 

(71) 

15 

Raw materials coniumed 

39M 

3202 

— 

— 

595 

678 

Power and fuel 

273 

357 

48 

39 

9 

10 

Other manufacturing expenses 

59 

61 

209 

186 

125 

132 

Labour cost 

1753 

1628 

487 

416 

79 

67 

Other expenses 

917 

874 

74 

59 

246 

219 

Opemiing prorits 

1119 

933 

772 

701 

.39 

28 

Inlercsl charges 

721 

546 

6 

7 

92 

125 

Gross pforus 

398 

387 

766 

694 

-53 

103 

Depreciation 

231 

214 

31 

19 

34 

33 

Profits before tax 

167 

173 

735 

675 

-87 

70 

Tax provision 

__ 

— 

402 

350 

— 

1 

Profits after tax 

167 

173 

333 

325 

87 

69 

Dividends 

97 

85 

49 

.36 


- 

UabUities/assets 
ftkt up capita! 

527 

427 

99 

66 

281 

281 

Reserves and surplus 

2070 

1857 

1540 

1299 

25 

28 

Long term loans 

4038 

3874 

- 


344 

391 

Short term loans 

2886 

1864 

57 

29 

474 

4'2 

Other liabilities 

2541 

2729 

1049 

961 

320 

316 

Cross fixed assets 

6769 

6320 

972 

846 

8.33 

811 

Accumulated depreciation 

3756 

3470 

310 

275 

202 

168 

Inventories 

2265 

2247 

176 

129 

79 

23.3 

Of which finished goods 

1356 

1322 

91 

73 

42 

II.' 

Receivables 

64 

133 

58 

36 

363 

348 

Loans and advances 

862 

392 

1287 

1080 

ISO 

112 

Cash and bank balances 

64 

•33 

32 

83 

49 

50 

Investments 

238 

■60 

530 

458 


_ 

Other assets 

34 

3 



171 

66 

'RMal liabilities/asscis 

9465 

7802 

2744 

2357 

1444 

1454 

Kty financial ration 

Ihrnover ratio 

0.80 

0.86 

0.53 

0.55 

0.79 

0.89 

Return on sales XV 

5.26 

5.76 

52.65 

53.43 

4.65 

7.97 

Return on investmeniVk 

4.20 

4.96 

27.92 

29.44 

-3.67 

7.08 

Iteturn on equity (Xh) 

6.43 

7.58 

20.32 

23.81 

- 28.43 

22.33 

Earning per share 

3.17 

4.07 

74.66 

102.76 

-3.09 

2.47 

Dividend tXb) 

20 

20 

50 

55 

— 

— 

Rook -afie per share (Rs) 

34.50 

33.94 

139.88 

16612 

10.90 

10.98 

Cltrtvnt market price 

27.50 


271 

- 

12 

— 

PZE ratio 

8.68 

— 

3.63 

— 

8.91 

- 


in the coming years. Harvest of peppei 
crop also amounted more at 23 tonnes 
compsrH to 20 tonnes in the previous 
year and so aiso cloves at 81 kgs compared 
to 44 kgs, with clove interolanted in part 
of the tea areas. 

Capital expenditure of Rs 209.7S lakh 
was made for development including plan¬ 
tation and replantation particularly of 
uneconomic coffee and cardamom areas. 
Late start of the monsoon led to drought 
conditions during 1992. However, the 
company expected to harvest fairly good 
tea crops in 1992-93, though due to 
uprooting of areas for replantation there 
was likely to be a shortfall in the acreage 
for cultivation of coffee seed.s. A proposal 
has been mooted of establishing an agro¬ 
tech project to deal with hybrid seed and 
tissue culture and other hi-tech agriculture 
projects combining research. 

MAHARASHTRA EXPLOSIVES 

A Setback 

Maharashtra Explosives was once again 
in the red d'lring the year to March 1992, 
whereas only in the previous year it had 
been in profit. The company has passed 
over the dividend for 1991-92. During 
1991-92, Rs 8 lakh of earlier provision of 
interest was written back, while a sum of 
Rs 29 lakh was provided lowards past in¬ 
terest liability. The year closed, therefore; 
with a loss of Rs 107 lakh, which was car¬ 
ried forward. 

The directors explain that operations 
suffered a setback during 1991-92 due to 
low offtake of cartridged explosives and 
a change in customer preference in the 
matter of ‘site-mixed slurry system’. Fur¬ 
ther, the 1991-92 Finance Act resulted in 
an unprecedented ri.se in raw material 
costs which was further compounded by 
general credit squeeze and delay in sanc¬ 
tion of ca.sh credit limits by banks. To 
counter the situation, the industry as a 
whole represented to the bulk consumer 
(government depai tments) for a price in- 
L'lcasc. IX-cision uas >11111 being ;*wai(cd till 
Augu.st 17, 1992. 

However, the company has consolidated 
its position in site-mixed slurry systems ' 
under varying geo-mining conditions and 
was expecting a bulk order to materialise 
during 1992-93. Meanwhile, the am¬ 
monium nitrate plant has been commis¬ 
sioned and will reflect the overall improve¬ 
ment in the operations of the company. 
Indeed, the first four months of 1992-93 ' 
did witness an improvement. Production 
and sales of explosives at the end of July 
1992 \wrc more at 3,271 tonnes and 3,070 
tonnes, respectively, coihpared to 2,331 
tonnes and 2,1 S2 tonnes for the correspon¬ 
ding period of the previous year. This^ 
means that the company could be in pro¬ 
fit again in 1992-93. 
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STATISTICS 1 

Indrx Numbm of Wholesale Prices 





lAriaiion (per cem) 




Latest 

Over 

Over 

Over 





<1981-82 - 100) 

Wbight 

Ml-1. 

WCCK 

Last 

Last 

March 






10-4-93 

Month 

\lear 

1992 

1991-92 1990-91 

1989-90 

1988-89 

All Commodities 

100.0 

233.6 

0.4 

6A 

0.5 

13.6 

10.3 

7.5 

7.5 

Prinuiv Arlicles 

Food Articles 

32.3 

234.1 

0.5 

2.9 

0.7 

18.2 

13.0 

24 

4.9 

17.4 

272.2 

0.8 

5.3 

1.2 

204 

11.8 

14 

9.9 

Non-food Articles 

10.1 

224.2 

-0.3 

-1.5 

-0.3 

18.2 

17.0 

3A 

-1.7 

Fuel. Power, Lijhl and Lubricants 

10.7 

245JO 


t4J 


13.2 

12.3 

3A 

54 

Manufactured Products 

57.0 

231.2 

0.5 

6J 

0.4 

114 

8.4 

tl.3 

94 






lAriation (per cent) 



Cost of Living Indices 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

Match 







1992 

Month 

Hbar 

1991 

1991-92 1990-91 

1989^90 

1988-89 

Industrial Workers 1982 » 100 

242f 

0.4 

5.7 

5.7 

13.5 

11.2 

6.5 

9.1 

Urban Non-Manual Employees I984-8S ’• 100 

205" 


9.6 

6.8 

13.5 

11.0 

6.9 

84 

Aariculluml Labourers July 60 to 

1.067 

-1.7 

5.9 

2.0 

19.3 

7.5 

3.2 

11.4 

June 61 - 100 













Variation (per cent in brackets) 



Mmiey and Banking 


Latest 

Over 

Over 

Over 





Unit 

Rmnight 

(19-3-93) 

Ust 

Last Much 31, 







Month 

Vear 

1992 

1991-92 1990-91 

198940 

1988-89 

Money Supply (M,) 

Rs crore 

3,60,960 

4,412 

41,817 

45,876 

49,560 

34486 

37457 

28,959 



(1.2) 

(13.1) 

(14.6) 

08.5) 

(14.9) 

(19.4) 

(17.0) 

Net Bank Credit to Government Sector 

Rs crore 

1,72.550 

-2A99 

9,933 

14456 

24.589 

23j048 

20476 

12,105 

Bank Credit to Commercial Sector 

Rs crore 

2.18,479 

2,506 

31^5 

27,414 

24.173 

21,443 

23422 

20495 

Net Foiviin E)ich Assets of Bankine Sector Rs crore 

21,839 

6,711 

3,634 

2,312 

lojm 

1,915 

-149 

1,128 

Deposits of Scheduled Commercial Banks 

Rs crore 

2.67.147 

2,751 

36.389 

36,389 

38412 

25,583 

26,809 

21497 



(1.0) 

(15.8) 

(15.8) 

(19.8) 

(15.3) 

(19.1) 

(18.5) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,51,054 

2,435 

25.462 

25.462 

9491 

14,848 

16,734 

12,470 



Latest 

Week 

2-4-1993 

(1.6) 

(20.3) 

(20.3) 

(8.0) 

(14.6) 

(19.8) 

(17.3) 

Paieign Exchange Assets (excluding gold) 

Rs crore 
US S mn 

21,015 

6.745 

4,675 

1,570 

6,230 

1.024 

2.088*< 
773*« 

10^ 

3483 

-IJ83 

-D3T 

-795 

-1454 

-646 

-886 

Index Numbers of industrial 


Latest 








Production 

Weight 

Month 

Averages for 

• 

l^riation (per cem) 


(1980-81 = 100) 


(Oct 92) 1992-93 1991-92 1991-92 1990-9) 1989-90 1988-89 1987-88 I 

General Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

Manufacturing 

II.S 

215.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0(2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.3 

Electricity 

11.4 

278.4 

261.7 (4.5) 250.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic Industries 

39.4 





3.8 

5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 





. . 17.4 

22.4 

7.0 

15.9 

Intermediate Goods Industries 

20.5 





. 6.1 

4.3 

11.5 

4.8 

Consumer Goods industries 

23.6 





. 10.4 

6.3 

4.2 

6.5 

Durable Goods 

2.6 





|4.8 

1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Dec 92) 

1992-93 

1991-92 

l99(-92 

1990-91 1989-90 

1988 89 

1987-88 

Export 

Rs crore 

4,192 

37,329 

30.795 

43.978 

32.553 

27,681 

20.232 

15,674 





(.35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

5.423 

47,480 

34.403 

47,8(3 

43,193 

.35,416 

28.235 

22444 





(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Trade 

Excluinge Rate 

Rs crore 

-1,231 

-10,151 

- 3,608 

- 3,835 

10,640 

7.735 

8,003 

-6.570 

Lmplitymenl Exchange StatistieH 


Latest 

Cumulative for* 






Unit 

Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 


Number of Applicants on Live Register 

Thousand 

37.171 

37.171 

36,098 

36,300 

34,632 

32.776 

30,050 

30447 

Number of Registrations 

Thousand 

537 

4,188 

4,862 

6,238 

6,541 

6,576 

5,963 

5,465 

Number of Vacancies Notified 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Income 

Unit 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

Gross Domestic Product (current prices) 

Rs crore 



3,50,899 

2,94,765 

2.60.03 

2,33,799 

248,533 

1,86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,21,168 

2.12,316 

1,88,009 

1,70,205 

1,63471 

1,56.566 

1.50.433 

144465 



(4.2) 

(12) 







Ptr Capita Income (1980-81 prices) 

Rupees 

2,222 

2,174 

2,069 

1,902 

1,871 

1,844 

4,813 

1,790 



(2.2) 

(-1.1) 







1 * Up to the latest month for the current year and for corresponding period last year. . . Not available. 




1 ** Increase over March 26, 1993 


* 








1 Noies: (1) Superscript numeral denotes month to which figure relates, e g, superscript' indkaics that the ngure is for January and so on. I 

(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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Calcutta Diary 

AM 

Partial or segmented globalisation is a contradiction in terms and 
to denigrate the foreign hand is to go against the ethos of 
liberalisation. Foreign hands provide us with our daily grub; they 
jolly well will provide us with our daily detonators. Where does 
the nation go from here? 


IS it not all over, including the shouting? 
Exports for the ten months from April to 
January are barely 2 per cent higher com¬ 
pared to the same period last year. These 
could well be zero, or even negative, once 
the data for the entire fiscal year IM2-93 
are out. Brave weekly press notes tell of 
new projects, which involve foreign col¬ 
laboration, cleared by the Public Invest¬ 
ment Board; that actual annual capital 
inflows are less than 10 per cent of what 
the finance minister had forecast twenty 
months ago is carefully left unsaid. 
Adding to the gloom is the news from the 
bourses. The budget and support from the 
financial institutions notwithstanding, 
the stock exchanges cannot extricate 
themselves from the unbearable harshness 
of being. 

Old adages are still deserving of honour 
in this tradition-bound land. It is an ill 
wind that does not blow anybody any 
good. Neither the wretched happenings on 
the economic front, nor the awesome 
blasts in Bombay and Calcutta, therefore 
constitute the last word. Haven’t you 
heard about it, it is official, a new sunrise 
industry—that of services—is about to 
sprout roots in the country. Several 
American and European firms are already 
lined up; they will soon make their entry 
into India; they will be equipped with 
state-of-the-art gadgeiry capable of sniff¬ 
ing out explosives planted in unexpected 
nooks and corners by the dirty ones. The 
annual turnover of this industry will run 
into crores of rupees; it will have magnifi¬ 
cent spin-offs, in the form of additional 
income and employment, elsewhere in the 
economy. 

We should be proud. Still, man does not 
live by security services alone, nor by their 
prospective spin-offs. No worthwhile 
economic growth is visible in any sphere: 
industrial and commercial units are go¬ 
ing to the wail one after another; scarce¬ 
ly any need exists for ensuring the security 
of enterpri.ses that ate going defunct. 
Besides, with no economic growth, the 
government itself, give or take a few 
uncertain seasons, is in danger of being 
shown the door by the people. Nature 
abhors vacuum: anarchy, studded by 
violence, would then take over. That is to 
say, it would no longer be the case of a 
beleaguered government, but that of an 


abandoned one, which could afford to 
dispense with security. Once anarchy took 
over, the assets-owning rich might for a 
while suffer from the illusion that they 
could protect themselves by commission¬ 
ing the services of either foreign security 
agencies or local security outfits with 
tie-ups with foreign parties. There could 
however be problems. Foreign parties 
might not dare to rush where, vide 
Yugoslavia, even United Nations angels 
feared to tread. Or they could demand 
compensation for services rendered to be 
paid in foreign currency. No central bank 
would any longer be around to dole out 
the necessary foreign exchange though. 
Goons operating in the black market 
might have foreign currency to offer. That 
would be a perfect instance of reductio ad 
absurdum: you end up seeking the services 
precisely of thase from whom you wanted 
to be protected by the security agencies. 

In the circumstances, the temptation is 
great for asserting that blasts, like fabled 
marriages, are made in heaven. These hap¬ 
penstances can be expected to be used as 
alibi as much for the failure of the 
economic miracle to come off as for the 
ongoing political near-chaos. Some facts 
will of course stick out like sore thumbs: 
even before Friday March 12, the share 
market was going down, down, down; the 
.supposedly unbelievably wondrous budget 
was unable to reverse the trend; the export 
figures had continued to be gloomy and 
foreign investors were behaving as if they 
had never heard of India for quite some 
while even prior to the blasts. Croups of 
industrialists had actually complained, 
soi/o voev, that the budget was no great 
shakes, the cut in excise duties was all 
right, but lowering import duties was 
suicidal, foreign goodies would now 
swamp the country, putting paid to all 
hopes of industrial resurgence. 

A little generosity nonetheless need not 
be grudged. The benefit of doubt could 
be accorded to the alibi-mongers, and the 
hypothesis temporarily bought that, if 
only the wretched blasts had not occur¬ 
red, the Indian economy would have, 
come the new financial year, reached 
extra-terrestrial heights of prosperity. This 
hypothesis could then form the basis of 
a conspiracy theory of the most conve¬ 
nient kind: foreigners green with envy at 


the imminent prospect of this country's 
stupendous economic achievements are 
behind the explosions. Since neo¬ 
colonialism rides high, a corollary gets at¬ 
tached to the theory: the chemical 
substances used for assembling the 
explosives and the modality of their 
detonation conclusively suggest the 
presence of a foreign hand. Resident ter¬ 
rorists had not taken recourse to such 
sophisticated technology in the past; e^o, 
they arc incapable of deploying such 
technology now or in the future either. A 
species of social snobbery underlies this 
latter assumption. The blasts are 'foreign' 
made, which immediately sets them apart: 
we have been reduced to rack and ruin; 
let it however be knocked in the thick 
heads of the neighbourhood cynics that 
we have been ruined not by our own peers, 
but by foreigners. Thereby, a variant of 
an Indian rope trick is accomplished: 
blame the foreigners, but also take pride 
in the fact that we have been done in by 
foreigners, no less. 

I he snobbery apart, why should the 
foreign hand not be involved? It is 
pointless to try to reason with the puninic 
crowd given over to jingo .sentiments. They 
will refuse to see the link between the 
destruction of the Habri mosque and the 
subsequent course of events, culminating 
in the economic uncertainties the nation 
is currently facing. Mythology, according 
to their judgment, has to have precedence 
over the compulsiotis of given realities. At 
the time they embarked on the karseva at 
AytKihya, they were incapable of realising 
the implications, in today's rude world, of 
what they were about to do. At that stage, 
they presumably did not believe that they 
would reach even first base. They were 
reasonably confident of receiving en¬ 
couragement from a complaisant prime 
minister, but the outside limit to which the 
latter was prepared to help them was still 
unknown to them. The pinnacle of .suc¬ 
cess they have reached, with support from 
him, has rendered them speechless. True, 
a return to puranic limes is i.oi possible, 
not merely because that would be grossly 
ahistorical, blit also because global fac¬ 
tors would not permit the perpetration of 
such an absurdity. A unified, imperial, 
economically strung and haughty liindu 
India is equally inconceiv,iblc, rtnd for the 
same global reasons. In fact, what the 
denizens of Kama have done will .stiffen 
the resolve of others to prevent the 
emetgence of such a |K>liiy: a strong polity 
presupposes a strong economy, which 
India will now be unable to be in the 
foreseeable future. 

Thepurunk- fringe however do not con¬ 
stitute the government; they live in a world 
of their own; they can, in that sen.se, deign 
to ignore the world. The actual govern¬ 
ment of the land was, and is, in no posi¬ 
tion to enjoy a similar degree of freedom. 
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moK io since it has pledged itself to 
implement a programme of intense 
globalisation. It must be living in a fool’s 
paradise if it were to think that globalisa* 
tion merely consists of satisfying the hum¬ 
drum Fund-Bank conditionalities and any 
further responsibilities are ruled out. It is 
hardly as simple as that. A globalised 
nation is accounuble to the rest of the 
world; in whatever it does, it comes under 
the purview of global scrutiny. Its territory 
has IO be laissez-passer for goods and ser¬ 
vices from the rest of the world. The 
various statements of the prime minister 
suggest that he and his government have 
failed to appreciate this organic interrela¬ 
tionship between phenomenon and 
phenomenon. The assumption continues 
to be that the process of economic 
liberalisation can be isolated from the 
parallel process of placating-the Hindut- 
va brigade, even to the extent of looking 
the other way while they destroyed the 
mosque. Even were the government now 
to say mea culpa, that would not undo the 
state of revulsion against this country, in 
the wake of Ayodhya, in many important 
parts of the world. The government’s 
other failure is linked to its reluctance to 
admit that globalisation implies the free 
import of the technology of violence too. 
The whining to the effect that the 
technology of the blasts indicates the 
intrusion of foreigners into the country’s 
affairs does not deserve any respectful 
consideration. Certain postulates of joint 
supply are inescapable: if you welcome 
foreign loans and foreign technology, you 
are in no position to build barriers of 
resistance against external technology 
being inducted in the a$.sembling and 
detonation of awesome destructive 
devices. 

What has transpired 'ill now is only the 
beginning. Those deeply wounded in dif¬ 
ferent ways by the outrage of Ayrxihya arc 
determined to seek retribution; they are 
biding, and will continue to bide, their 
time. An assortment of others too— 
believers in class struggle, ethnic warfare 
and linguistic confrontation, or those 
greatly disturbed by the very idea of 
co-habiting with the Union of India—will 
feel no moral qualms to take a leaf out 
of the example set by the Ayodhya rab¬ 
ble. They will take the fullest advantage 
of the opportunities the headlong rush 
toward globalisation has offered. Just as 
with the liberation of the air channels it 
will henceforth be impossible to prevent 
hard pornography from being doled out 
via the idiot box to our children, it will 
be almost equally difficult to keep away 
chemical substances such as KDX-4 from 
Indian .shores. Partial or segmented 
globalisation is a contradiction in terms, 
and to denigrate the foreign hand is to go 
against the ethos of liberalisation. Foreign 


hands provide us with our daily grub; they 
jolly well will provide us with our daily 
detonators. 

Irrespective of whether the causality of 
the explosions with Ayodhya is directly 
established or not. the prospects from 
now, at least for some time, will be of 
negligible rise of exports, meagre overall 
growth, and piffling foreign investment. 
Because we ^obalised, Beirut has come 
to Bombay; there is no growth in Beirut, 
there will be no growth in Bombay either. 
Should one want to have the syllogism 
rearranged to satisfy one’s specific ego, 
here is a variant one could perhaps live 
with. Bombay did not want to stay as 
Bombay, it was keen to be Singapore or 
Hong Kong; some foreigners however 
could not put up with the thought of such 
a glorious denouement for Bombay and 
India, they inserted a few incendiary 
spokes in the wheel; Bombay, instead of 
travelling toward the direction of 
Singapore or Hong Kong, has ended up 
as Beirut. 

Whatever the premises, the conclusion 
does not change in essential substance. 
Where does the nation go from here? The 
rabid ones who started the mischief at 
Ayodhya do not feel responsible. The 
government of the land cannot opt out in 
a similar manner, more so since it has the 
prime culpability for globalisation. That 


is to say, it cannot opt out in case it b'siiil 
interested in averting the nation's effective 
disintegration. Should there be, for the 
present, no upturn in exports or in the 
economic growlh rate or in foreign invest¬ 
ment, it would be lunacy to persist with 
the pastime of globalisation, lb ido so 
would not only mean sinking deeper and 
irretrievably into the external debt trap: 
it would also result in the spread of anar¬ 
chy and large-scale outbreak of violence; 
the technology of which would be 
globalised. Those nominally in charge of 
the government will perhaps confess in 
private that while they perceive the Ic^c, 
they are now too far gone, and it would 
be impracticable to reverse the process of 
globalisation, there ate too many com¬ 
mitments to too many different parties. 
Should sueh be the plea, the writing on 
the wall would be equally clear: this coun- 
trywould soon, very soon, be reduced to 
a bombed-out. bumt-out case. 

The nation would not be saved because; 
for politeness’s sake, - the government 
would not save it. A few others would sug¬ 
gest that it is not politeness, but class 
interest, which would indicate that the 
nation’s death and destruction are to be 
preferred to compromising the way of 
living of the rich. Cultivate the comprador 
mindset; the nation and its fate would 
then no longer matter. 
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CIVIL LIBERTIES 


Co-Operation in Protecting Liberty 

A G Noonuii 


It would be well worth the while of Indian civil libertarians to 
draw on research undertaken elsewhere, especially bv organisations 
such as Britain’s National Council for Civil Liberties, now better 
known as Liberty. 


INDIA'S civil liberties movement has had 
a chequered past, it barely existed in the 
days of British rule. Civil liberties were 
trampled upon. Protests were voiced. But 
a civil liberties movement as such was not 
very evident. There were some fine 
writings. A distinguished Calcutta bar¬ 
rister Akshaya K Chose published in 1921 
a compilation of Indian statutes since 
1780 along with British proclamations on 
‘liberty in India and the Great Charters in 
Britain. It had a stirring Introduction by 
an English barrister who practised in 
Madras and Calcutta and was a staunch 
supporter of Indian freedom, though he 
was prosecuting counsel in Aurobindo 
Chose's trial. It is a pity that Eardley 
Norton is so little remembered today. The 
compilation was entitled Lam Affecting 
the Rights and Liberties of the Indian 
People and was published by Mohun 
Brothers in Calcutta. The price was Rs 7 
and 8 annas. 

In 1926, V S Srinivasa Sastri delivered 
the Kamala Lectures on the Rights and 
Duties of Indian Citizens but it was not 
till December 1948 that they were publish¬ 
ed (Hind Kitabs, Bombay). Not till 1936 
was the first Indian civil liberties organisa- 
iion founded. The founder was none other 
than Jawaharlal Nehru. Tagore was its 
honorary president. K B Menon, a Con¬ 
gress socialist and later one of the 
founders of the PSP, was its secretary. 
Bombay was its headquarters. A very 
informative article on the ICLU based 
on Menon’s papers was written by N 
Madhavankutty (Indian Express, June 23, 
I98S). Almost everyone of the distin¬ 
guished Congress leaders was a member 
of the' ICLU's executive, including 
Maulana Azad and Sardar Patel. 

It was around this time that the Foreign 
Department of the AlCC at Allahabad 
published a pamphlet entitled The Strug¬ 
gle for Civil Liberties. It was written by 
Ram Manohar Lohia. He drew on the 
movement for civil liberties in France, the 
US and in Britain before discussing the 
Indian situation. The pamphlet had a 
Foreword dated December 21, 1936 by 
Jawaharlal Nehru. 


The seventh volume of Selected H'orks 
of Jawaharlal Nehru published ironical¬ 
ly during the Emergency in July I97S has 
a wealth of material on the ICLU 
including the text of Nehru’s circular 
dated April 22, 1936 on the establishment 
of “an Indian civil liberties union". Nehru 
referred to the work of such bodies in 
America, England and France—-“power¬ 
ful civil liberties unions of a purely non- 
party character”. Though he invited non- 
Congress personalities al.so, it did not oc¬ 
cur to Nehru that the dominance of the 
Congress pany would detract from the in¬ 
fluence and power of the Union. Nehru 
was influenced by the National Council 
for Civil Liberties in England in 1934. Not 
surprisingly, the ICLU languished after 
1942. 

A. similar mistake was made by 
Jayaprakash Narayan in the early .seven¬ 
ties after he had launched his movement. 
He wanted to set up a civil liberties 
organisation. Someone who did not know 
better atid had ideas of his own broached 
an umbrella organisation to deal with 
other matters such as electoral reform. J P 
plumped for it and thus was set up 
Citizens for Democracy—a very worth¬ 
while body which has done much good 
work, but a J P organisation with a 
political tinge in contrast to a sternly non- 
political civil liberties body. It was only 
after the Emergency that the People’s 
Union for Civil Liberties was set up 
followed by the People’s Union for 
Democratic Rights. 

After independence, S G Vaze at Pune 
kept up the battle, publishing a monthly 
Civil Liberties Bulletin for the annual 
subscription of Rs 3. N C Chakravarti, the 
Hindu Mahasabha leader, became presi¬ 
dent of an All-India Civil Liberties Coun¬ 
cil but neither his politics nor his per¬ 
sonality brought the organisation much 
credit. 

it is a pity that so little is known in 
India of the NCC'L in Britain. An 
excellent history of the organisation is 
available in The National ^Council for 
Civil Liberties: The First Fifty Years by 
Mark Lilly (Macmillan, £ S.95). The range 
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of the NCCL’s interests is matched only 
by its capacity for resean'h and its 
non-partisanship. It is manifestly, 
demonstrably above party affiliation. The 
late Martin Ennals who saved Amnesty 
International from deatli at Elsinore in 
1968 did yeoman work earlier as secretary- 
general of the NCCL. in 1963 a trust was 
set up to undertake research and educa¬ 
tional work, the Civil l.ibeities Tru.st. 
Another publication worth emulating is 
Know Your Rights. It is published by the 
Trust itself (£ 7.9S). It is a packet of IS 
fact.shcets informing the layperson of his 
rights clearly’and accurately. 

NCCL is now better known as Liberty. 
Its gerteral secretary is Andrew Puddenphati 
and its office is at 21, Tabard Street, 
London S E I. Non-patiisanship means 
detachment, not silence, when censure is 
called for. Decade of Decline by Peter 
Thornton, another Liberty publication 
(£ 3.9S) discus.sc.s the state of civil liber¬ 
ties in the Thatcher years. 1992 and AH 
That considers the elfcets of the abolition 
of internal frontiers within the European 
Community and the introduction of iden¬ 
tity 'rards. 

Two other publications deserve men¬ 
tion. In the light of the doings of RAW 
and IB. Richard Norton-Taylor's study In. 
Defence of the Realm? The Case for Ac¬ 
countable Security Services l£ 4.50) is very 
relevant. Even more so, however, is the 
study on the anti-terrorism law. It 
demolishes the theory touted sotto voce 
by our rulers that terrorism cannot be 
combated without violating human rights. 
Catherine Scorer, Sarah Spencer and 
Patricia Hewitt have collaborated in a 
.study entitled The New fhey/gntion of Ter¬ 
rorism Act: The Case for Repeal (L 2.50). 

Indian law is more repressive.*especially 
TADA. Here is an excellent study for us 
to draw upon. TADA is a blot on the 
statute book; an utter disgrace. It would 
be well worth the while of Indian civil 
libertarians to draw on research under¬ 
taken elsewhere, especially by Liberty. 
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COMMENTARY _ 

Why Did December 6,1992 Happen? 

K Balagupal 


It is rubbish to say that a large number of Hindus have turned to 
Hindutva because secularism has meant the pampering of 
minorities. Hindutva is not a response to ‘pseudo^secularism. It is 
a response to genuine secularism, among other democratic values, 
and it has its origin in a political need to counter aspirations for 
democracy and equity in the concrete context of the new 
consensus being fabricated by the ruling classes concerning 
economic and political matters. 


MOST of the lime we arc asking ourselves 
the other question; how could Decem¬ 
ber 6 happen? Leftists and liberals being 
predominantly guilt-ridden people, that is 
how we tend to question undesirable hap¬ 
penings. How could it ever have happen¬ 
ed, how is it we never prevented it, never 
so much a.s guessed it, and so on. Guilt 
is a good thing, for it makes for introspec¬ 
tion and self-criticism; but the self that is 
introspecting should—at least after a cer¬ 
tain amount of wholesome flagellation— 
be able to see its acts (including non-acts) 
as part of a social and historical totality 
wherein it certainly cannot escape respon¬ 
sibility for the consequences of what it 
does or fails to do, but that responsibility 
is only an aspect of the fundamental truth 
that the self that is acting to create or 
destroy the world is itself part of the world 
and is co-determined—in its aims, inten¬ 
tions and the practical consequence of its 
ideals as well as presumptions—along 
with the rest of the world including the 
objects of its activity, by the forces of 
material life and the conllicts that bedevil 
that life. Ideas are real, volition is real and 
the responsibility that goes with them is 
equally real, but to accept this is not to 
attribute an unreal sovereignty to human 
volition and human thought in history. 
However much we may wish to introspect 
today, it is a little too much to believe that 
December 6 happened because we did 
not realise how much the excesses of 
Shahabuddin and the idiosyncrasies of the 
Shahi Imam of Delhi’s Jama Masjid hurt 
the ‘sentiments of the Hindu masses', and 
did not condemn those gentlemen loudly 
enough. 

This is what we are being told now-, both 
by the self-appointed prosecutors of 
pseudo-sL'cularism (whose logic is not very 
clear; firstly, why arc they worried about 
pseudo-.vccularisni when they do not ap¬ 
prove v>f secularism itself; and secondly, 
do they mean that they would not have 
pulled down Babar's mosque if only secu¬ 
larists had c. ndemned Imam Bukhari?); 


and by some people who like to pretend 
they are one among the liberal crowd and 
are only doing that community a service 
by insisting that it introspects and con¬ 
fesses to its sins which are the origin of 
today's disasters. Both these varieties of 
critics are only very intelligent people who 
know that the best way to attack demo¬ 
crats is to make them feel guilty for then 
they will tie them.selves up in confessional 
knots and ignore the bigger duty of 
analysing what is happening and why. 
Having noted in more than sufficient 
detail the sins committed by secularists, 
it is time now to be done with confessions 
and take a look at matters objectively, 
however dubious that task may seem to 
the subaltern theorists and the post¬ 
modernists whose current preponderant 
among the progressive intelligentsia is oiie 
reason—with due respect for their intellec¬ 
tual vigour and correct intentions—for the 
latter's helplessly inadequate response to 
the bulldozing of Hindutva. 

Myth of Pamperinc of MiNURifiiis 

It is rubbish to say that a large number 
of Hindus have turned to Hindutva 
because secularism has meant the pam¬ 
pering of minorities. This is a very clever 
argument that uses the acts of oppor¬ 
tunism indulged in by the Congress 
governments to justify a basically anti¬ 
democratic opp(»ition to the very recogni¬ 
tion of the status of minorities and the 
rights that are due to them. The minorities 
as a whole have never been pampered, but 
only the communal-minded opinion- 
makers and vote-gatherers among them, 
usually to the detriment of the oppressed 
among them, as for instance in the case 
of the infamous Shah Bano affair. 
Secondly, the granting of spwial rights 
and protection to certain regions of the 
country such as Kashmir and the north-¬ 
east has nothing to do with minorities or 
the pampering of them, as the BJP has 
been consistently and very mischievously 


propagating, thereby doing incalculable 
harm to the nationality aspirations of 
people who are peripheral to Indian 
history, politics or cukute; or who wish 
to lead an independent existence for 
reasons of their own. 

Hindutva is not a response to pseudo¬ 
secularism. It is a response to genuine 
secularism, among other democratic 
values, and it has its origin in a political 
need to counter aspirations for democracy 
and equity in the concrete context of the 
new conseiisus being fabricated by the rul¬ 
ing classes concerning economic and 
political matters, whose immediate and 
urgent manifestation is the structural 
adjustment programme. The sins of op¬ 
portunism committed by the Congress in 
the name of secularism merely constitute 
an excuse to justify this execrable 
abomination, which should no longer be 
seen as merely the world view of (he BJP, 
much less as an anachronistic revival of 
mediaevalism, but as the core of the 
emergent ideology of the ruling classes in 
the current political-economic context 
that has been in the making ever sjnee 
Indira Gandhi came back to power in 
1980. The response of the prime minister, 
the administration, the police and the 
highest judiciary of the land—ranging 
from the weak-kneed to the down-right 
collusive—shows amply that what we are 
faced with is much bigger and wider than 
the devilry of the Sangh Ririvar. 

LEUITIMISINC iDEOUXiY 

What made Hindutva necessary as an 
ideology and what made it possible are 
questions that need to be answered. For 
more than three decades this country was 
ruled by a combination of bureaucrati¬ 
cally controlled and planned economic 
development, small doses of ^Ifare and 
reform, a big dose of the Nehruvian 
ideology of socialism, secularism and 
democracy and where tjiat failed, the 
ruthless use of the policeman's gun. Plan¬ 
ning and control are now declared ob¬ 
solete, reform and welfare are a drain on 
the budget, the policeman’s gun is ubiqui- 
tou.s, and the ideology has become non¬ 
functional. Indeed, thepractical viability 
of the ideology is predicated on a certain 
restriction of the consumption and ac¬ 
cumulation of the rich, a certain mini¬ 
mum of transfer of resources from the 
rich to the poor, and a certajn minimum 
of tolerance of their right to agitate for 
a better life. As the national consensus of 
the ruling classes regarding the generation, 
distribution and investment of the nation’s 
resources centred on planning and the 
public sector broke down, and as they 
started cutting each other’s throat to cor¬ 
ner the nation’s resources as well as the 
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political power tiun determinet their 
(Ui^butiaa, there was littk desire and less 
indinatiori left not to at>pear predatory 
snd to share anything with the masses. 
And there was a corresponding dimuni¬ 
tion of the already slight inclination to 
tolerate popular nuwementa This change 
did not come because Nehru died and 
lesser mortals took oyer. It was the in¬ 
herent logic of the ori^nal consensus that 
led to its demise. The purpose of bureau¬ 
cratic control and phuining was not to 
engender state soqalum, as many leftists 
voluntarily promised on behalf of the 
ruling classes, but to enable the proper¬ 
tied classes to modernise technologically 
and aconmulate at a greater rate and in 
a more stable and balanced vmy than 
would have been possible for them left to 
themselves, that is to say left to the 
market. But the logical outcome of this 
was a technologicsiily more or less moder¬ 
nised ruling class with newly grown 
muscles attd sinews vihich soon discovered 
that the original consensus was an obstru¬ 
ction, a hindrance, to further accumula¬ 
tion. As a natural coh^uertce of the in¬ 
dividualised character of this realisation, 
the breakdown of the old consensus 
resulted, not in a conscious collective at¬ 
tempt to fabricate a new consensus but in 
political anarchy and economic individua¬ 
lism. As all the institutions of the state 
were involved in the process of ‘nation' 
building’ in the original consensus, there 
was now an all-round breakdown of con¬ 
sensual values in the polity, and a 
thorough destruction of all the institu¬ 
tions thereof whose sanctity wu an ideo¬ 
logical principle commonly agrtwd upon. 
It was through this anarchy, opportunism 
and plain plunder that the new consen¬ 
sus was to evolve; and is indeed evolving. 
It was evident from 1980 onwards that a 
cote einnent of this consensus would be 
the truisference of a privileged role in ac¬ 
cumulation from the bureaucracy to pri¬ 
vate hands, but given the context of a 
dependent and underdeveloped capital, 
that IS not a simple matter of ‘going over 
to the market’. It includes not only the in¬ 
dustrial policy reorientation and tax re¬ 
structuring that Manmohan Singh talks 
smoothly about, but also the accommoda¬ 
tion of, for instance, the arrack lords of 
Andhra Pradesh with whom it is the gun 
and the bomb and not any marginaiist 
principle that determines who invests 
where; how much and why. The process 
will therefore take quite some more time 
and see quite a lot of turbulence, both 
social and political, as well as economic 
uncertainty. What is most likely to emerge 
at the end is some kind of a warlord 
market economy (if that expression makes 
any sense) rather than anything imagined 
even by the most cynical textbwk model 
of a capiulist economy. 

One of the problems this ogre faces is 
the lack of a direct legitimising ideology. 


A material system that is perceived by the 
people—rightly or wrongly—as arising 
from or at least along with their own 
aspirations can claim l^iiimacy for itself 
in the name of those aspirations, as hap¬ 
pened with early capitalism in western 
Europe that justified itself on the grounds 
of the liberal principles of the Enlighten¬ 
ment; and as happened—though at a 
much less spectacular level—with inde¬ 
pendent India's economic and political 
consensus which legitimised itself on the 
grounds of socialism and democracy. Such 
a directly legitimising ideology is made up 
of the most positive values of the time. 
But today’s restructuring, which should 
not be attributed to the devils called IMF 
and World Bank but should be under¬ 
stood as a phenomenon essentially arising 
from the logic of India’s economy, has no 
such facility. It can only attract the loyalty 
of the people by appealing to what is 
negative, destructive and undemocratic in 
their ideas, or by completely diverting 
their attention from itself and asking for 
loyalty not on the ground of what the re¬ 
structuring will do for them but on 
grounds such as threats to ^ur’ culture, 
‘our’ identity and ‘our’ existence. Both 
these elements are present in the ideas and 
myths that have been thrown up with great 
ferocity in recent years and are slowly get¬ 
ting welded together to form an ideology 
suited to these times. Since these ideas do 
not add up to a new world view—such as 
liberalism or .sociali.sm—they arc being 
welded into an old one, and one that is 
eminently suited to the negative, destruc¬ 
tive and anti-democratic essence of the 
ogre in the making. And that is Hindutva, 
the most consistently anti-democratic of 
all pre-modern world views. The-Nehru- 
vian ideology touched a chord in the 
hearts of the people not because the rul¬ 
ing classes were very sincere about it but 
bwause it corresponded to the people’s 
own desire—fresh from anti-colonial and 
social struggles—for a just and equitable 
society. Today Hindutva becomes a possi¬ 
ble ideology for the opposite reason. It is 
a framework that cannot express any 
liberating ideal, but can sanctify every 
suppressive injunction, everything that is 
negative and inhuman. 

Challenge io DEMocRATtc PoLtxics 

The BJP may well express resentment 
at the horror stories currently in cifcula- 
tion that the political victory of Hindutva 
will mean the restoration of Manu and his 
Dharmasastra to the status of Law. The 
BJP is presumably not stupid enough to 
believe this to bcjiteraily possible. Manu’s 
Law in its literal sense can rule today's 
India only if it is accompanied by a daily 
use of the gun and the battlb tank, which 
can only be an option of last recourse for 
any rational ruling class. But even divested 
of the extremities of brahminical bar¬ 


barism, Hindutva will cease to be itself if 
ft gives up its core world view, which is 
that society (or rather, sansara) is a pre¬ 
ordained structure of differential status 
and privileges; that each one of us is 
placed in a certain location in that struc¬ 
ture; and that dharma consists in living 
by the rules that govern that location. A 
modern Hindutva—assuming the best 
possible case—may reform itself up to a 
point and rid itself of the worst features 
of caste and patriarchy to mitigate its 
most obvious iniquities, but the essential 
idea that right living consists in accepting 
and living by the rules governing one’s 
position in this hierarchically ordered 
structure called sansara is the non¬ 
derogable core of Hindutva, and that is 
what makes it so attractive to those who 
are sick of the claims made by notions of 
equity and justice upon the nation’s 
resources and social peace, to the detri¬ 
ment of their own accumulation which is 
naturally identical with the nation’s 
greatness. This last bit about the nation’s 
greatness is of course a latter-day addition 
to the original purpose of ensuring social 
stability. To lead a dharmic life is not on¬ 
ly to live according to one’s status in 
society but also to find satisfaction in 
doing so. The purpose of the dharmic life 
was said to be eventual moksha, which is 
an ideological notion, a myth, that covers 
up th^ real purpose of social stability and 
orderly existence of hierarchical privileges 
and exploitation. Today, in modern terms, 
Hindutva adds to this traditional notion 
a completely modern (and secular!) 
patriotism. Apart from eventual moksha 
to oneself, this dharmic life will bring 
greatness to the country, which is as 
wholly secular an ideal as equity except 
that it is anti-human and obnoxious, in 
regarding comniunalism and secularism as 
the opposite of each other in the idiom 
of Indian politics, it should not be forgot¬ 
ten that communalism is the use of 
religion for an entirely secular purpose. It 
would be no surprise if, in secret, Advani 
did not believe in moksha at all. 

We heard this plaint about the greatness 
of the country audibly during the anti- 
Mandal agitation. And we hear it every 
time there is a di.scussion about the coun¬ 
try's problems in a college, a club, a village 
panchayat, or even among the passengers 
of a train or bus. The pampering of 
minorities, of backward communities and 
regions, of women and of recalcitrant in¬ 
grates such a.s the Nagas, the Bodos, the 
Gurkhas and other snub-nosed people, is 
heard of again and again. So is the costly 
mistake of doling out cheap loans, sub¬ 
sidised assets, artincially created employ¬ 
ment opportunities, inefficient bits of 
land and unviably tiny enterprises to the 
poor, the unemployed and the landless. 
The tone of this complaint, for all its 
modern concerns, rhymes so well with the 
tones of the Hindu view of the world and 
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the Hindu ideal that right life consists not 
in seeking to improve that life but in ac¬ 
cepting it and living in the light of the 
division of humankind according to guna 
and karma by the Lord Himself—as He 
Himself confesses in His Celestial Song— 
into the great and the small, the free and 
the unfree, the noble and the base. It is 
no surprise therefore that it is rising so fast 
and emerging as a dominant ideology 
suited to the current season. And it is in 
this that the real challenge to democratic 
politics lies, not in the imagined likelihood 
of a formal restoration of brahminical 
mediaevalism, however much the swamis 
and acharyas who have recently turned to 
politics may desire-that. 

Social Basl of Hindutva 

The fact that Hindutva suits the ideolo¬ 
gical needs of India's ruling classes in the 
present period—much as Nehruism suited 
their needs in the previous period—does 
not explain why it has become poliiically 
strong today. For that one needs to ac¬ 
count for the significant social base it has 
acquired today. 

In analogy with the rise of fascism in 
Europe, analysts seeking to explain this 
phenomenon have pointed to the increas¬ 
ing frustrations in society, but frustrations 
peculiar to an underdeveloped third world 
country, as a source of support to rabid 
minority-hatred. What matters here is not 
so much the immediate social and econo¬ 
mic problems such as unemployment, 
hunger, overcrowding, rising prices, etc, 
but the death of hope and hope-inspiring 
values, for which it is the rulers of the 
country who are to be blamed. In the 
absence of hope the frustrations give rise 
to rage which is easily channelled into 
hatred of linguistic, ethnic and religious 
minorities. The Sangh Parivar does this, 
and simultaneously creates a new hope, or 
rather a new faith, not of a full and sati.s- 
fying life for oneself, but of the emerging 
might and power of the Hindu nation. 
There is no doubt a lot of truth in this 
analysis.' Analysts have also not been lack¬ 
ing who have taken a more sympathetic 
view of the frustration, though not of its 
consequences. They have seen Hindutva 
as a reaction to western liberalism and 
secularism imposed upon Indians sahih- 
fashion by English speaking urban per¬ 
sons. One does not know whether this 
resentment really exists outside the 
intelligentsia—the small town 'vernacular' 
intdligenisia—and whether one can at¬ 
tribute it to the mass of Hinduvta's new¬ 
found following. And in any case the 
viewpoint that regards liberalism as a 
species of westernised elitism—which is 
different from a critique of its inherent 
weakness in a situation where it does not 
emanate from below but is preached from 
above—is a decidedly dubious one. 

But in seeking reasons for the wide ac¬ 
ceptability that Hindutva has in recent 


timn gained, it will not do to stop with 
^eral analysis of fascism and its 
capacity to gain popular support in times 
of acute social crisis, economic and social 
insecurity, frustrated aspirations, etc It is 
necessary to take into consideration the 
speciFic nature of Hindutva and the ap¬ 
peal specific to it. Both Hitler and 
Mussolini spoke of socialism. Hindutva 
has never done so. and will never do so. 
European fascism had in the beginning, 
until it came to power that is. a 'populist' 
aspect. Hindutva abhors anything carry¬ 
ing the slightest taint of democracy and 
socialism so much that it will not even be 
populist. A popuiist fascism, for instance; 
would today have made a big show of op¬ 
posing the new economic policy. The BJP 
will not only not do that, it offers the most 
brazen arguments in defence of liberalisa¬ 
tion of the economy. It must be remem¬ 
bered that the only time Hindutva so 
much as toyed with the idea of social 
equality was when the BJP adopted the 
ambiguous notion of Gandhian socialism 
for a short while, but that too was drop¬ 
ped very fast, for even the play-acting 
could not be stomached. 

CONCfeNl RATION OF RtStNTMF.NT 

To see Hindutva's political ascendancy 
as a result of the frustration of positive 
hopes and desires is to see the popular 
aspect of its base. But that is only one of 
the aspects. There is another that is more 
fundamental. In this, the popular base of 
Hindutva is not really 'popular' unless one 
defines that term it) a merely empirical 
sense. In this aspect Hindutva is not a 
fascist distortion of positive aspirations, 
but a fascist concentration of negative 
traits, of resentment and frustration born 
in reaction to the space conquered by the 
oppressed and the underprivileged in 
India's political universe. Hindutva can¬ 
not properly be called a counter-revolu¬ 
tion—there is no revolution going on in 
India that is strong enough to deserve 
such a big name to its enemy—but it 
shares with counter-revolution the quality 
that it gains in seeming popularity by ap¬ 
pealing to the resentment created not just 
at the top of society but across society by 
democratic and egalitarian aspirations 
from below. It is not often enough recog¬ 
nised in Marxist analysis of counter¬ 
revolution that privileges exist at all levels 
of society and not just at the top—though 
no* all of them may have an equally deter¬ 
mining influence on the social struc¬ 
ture—and that therefore there is a little 
enemy of equality within each one of us, 
however lowly we may be in relation to the 
totality. The smallest farmer thinks he is 
superior to the wage labourer—especially, 
though not only, if the latter is untouch¬ 
able —and the lowliest man thinks he is 
lord of his wife. There is no fatalism about 
this, for given a thoughtful political 
response from the democratic forces this 


resentment can be corrected, but in the 
absence of such a potttical response it can 
create a seemingly popular base for 
fascism. 

If the last four decades of India's 
political history have not seen much of¬ 
ficial achievement of socialism and demo¬ 
cracy, there has nevertheless been a 
tremendous expansion of democratic and 
egalitarian aspirations among the oppres¬ 
sed people, which has been frequently 
suppressed but also accommodate ontx 
in a while in a half-hearted manner. These 
aspirations have not been just abstract. 
They have taken the concrete form of 
small and major struggles, organised and 
unorganised. The struggles have often 
taken place in the teeth of discourage¬ 
ment. belittlement and brutal suppression 
by the state, for all that it is officially com¬ 
mitted to equality and justice. They have 
achieved a little in legislative and institu¬ 
tional terms. But whether they have 
achieved anything or not, there has been 
no effective dampening of the aspirations, 
and therefore no going back to old habits 
of thought, talk and behaviour irvday-to- 
day life and toil. Even if the wage 
latmurer's daily wages have not increased 
faster than the cost of living, his/her self- 
respect has registered an irrepressible in¬ 
crease, and this tells in day-to-day relations 
with farmers. 

Though not all the rights asserted are 
economic in character, their gratification 
is ultimately predicated on a speedy, 
balanced and equitable pattern of econo¬ 
mic growth. Forgetting the equitable part 
of it, even a speedy and balanced gtowth 
has become a questionable possibility in 
the ex-colonial third world countries in the 
context of a crisis-ridden and hence- 
evermore a^ressive imperialist domina¬ 
tion. And therefore the unrelenting asser¬ 
tion of rights has given rise to wide¬ 
spread—though uneven—frustration in 
society. The frustration is very real at the 
top levels of society but is not confined 
to the big capitalists and big landlords. It 
exists at levels well below what may be 
strategically perceived as the class of the 
principal enemies of the people. The 
aspiration for equality cannot and will not 
be confined to an exclusive hatred for the 
owners of big property alone, whereas 
each one of us enjoys some little bit of 
privilege and therefore each one of us har¬ 
bours a little enemy of equality within 
who will come into the open the moment 
he finds it possible to brand the assertion 
for equality 'unrealistic*, as for instance 
when the country is on the verge of in¬ 
solvency or something quite like it. Just 
as the BJP therefore claims to think that 
Muslims are pampered and the industria¬ 
lists think that organised labour is 
pampered, caste Hindus find it possible 
to openly grumble that the untoudubles 
are pampered, men that women are 
pampered, teachers that students are 
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jpanipeicd, and to on across each barrier 
of dminance and privilege. To most of 
thote who are all^edly pampered this 
opinion uMiaily comes as a shock because 
tbqf thenuelvcs tee little pampering of 
their lowly selves by the state and on the 
contrary coniiderable suppression of any 
assertion of theirs to greater livelihood, 
freedom or dignity. What they do not 
realise is that the very recognition of rights 
that go against (etpecitiiy but not ex¬ 
clusively) traditional hierarchies and 
forms of privilege it resided as proof of 
‘pampering* by the privileged, a grouse 
that finds articulate expression the 
moment a climate of legitimacy is created, 
as for instance when the country is caught 
in a deep economic crisis. 

Even given a convenient climate, the 
vocalisation of the frustration need not 
have the same political conseoi'L-nce at all 
levels of society. At the uppei levels, the 
consequence is a great thirst for order and 
stability, which is now coincident with the 
suted and unstated conditionalities of the 
international lending agencies. From the 
World Bank to the Indian capitalists and 
from the government of US to the govern¬ 
ment of India everybody is sick of the 
‘soft' state that has been which cannot 
discipline its workers and citizens; and 
everybody wants an end to wasteful in¬ 
dulgence in the form of subsidies, conccs- 
ttons aod rights and a restoration of order 
and discipline—both fiscal and political, 
the first being the excuse fSf the second- 
in Indian society. At this level Hiiidutva 
is not a political option passionately 
believed in, but one of the possible alter¬ 
native providers of order and stability, the 
other being a protracted state of emergen¬ 
cy. provided that it makes itself politically 
practical by attracting sufficient support 
at the middle and lower levels of society. 


Hindu Criiiqueoi Eoai.iiarian 
Aspirations 

It is at the middle and lower levels of 
society that Hindutva has in recent times 
shown itself capable of attracting signiH- 
cant support. At this level the frustrations 
consequent upon the upsetting of in¬ 
herited hierarchies and inequalities have 
joined with the more obvious frustrations 
born of economic misery, which we have 
referred to above. The cause of this misery 
being rather obscure—and deliberately 
made more so by the government and its 
apologists—'it too is attributed in a vague 
and unarticulated manner to the wilful 
pampering of the unreasonable assertions 
of those less privileged than oneself. The 
frustration thus becomes a critique of the 
'State and takes on an anti-Establishment 
asp*'*. Minimum wages acts, reservation 
for underprivileged castes, freedom of 
education and employment for women, 
special loans and schemes for small 
farmers, special programmes for back¬ 


ward and scheduled caste poor, preferen¬ 
tial treatment of backward regions, etc— 
these and such policies and measures 
become the target of frustrated polemics 
in any discussion one has these days with 
even the less than upper sections of society 
about India’s problems and prospects. 

The argument is always expressed in 
perceptibly Hindu language. The rural 
and vernacular elite use the crude langu- 
^e of dharma and karma and the urban 
intelligentsia uses the more sophisticated 
and seemingly di.sinterested notions of 
harmony and symbiosis made popular by 
the likes of Sarvepalli Radhakrishnan. But 
whatever the idiom, the thought is the 
same, from the university seminar room 
to the gram panchayai office; and from 
chambers of commerce and industry to 
any gathering of persons who possess 
somebody else in a relation of domina¬ 
tion as an essential aspect of their being 
and identity. This Hindu critique of 
egalitarian aspirations, which becomes a 
critique of the state that is seen as 
pampering those aspirations, has existed 
for a long time under the .secular-demo¬ 
cratic skin of the Congress and other 
political parties. It is now breaking out of 
the skin and getting ready to rcpiac'e it, 
a process made both possible and essen¬ 
tial by the restructuring of India’s ruling 
economic and political consensus in a 
context that is equally defined by inter¬ 
national capitalist crisis and consequent 
aggression of imperialist capital; and the 
coming to age of the domestic ruling 
cla.sscs of industrial, trading and agrarian 
rich that have accumulated substantial 
wealth through import substitution and 
planning, and arc all set and ready fur a 
period of rough and tumble scramble that 
has little relation to the ideal model of 
innovative and expanding capitalism that 
could afford .some political democracy 
and some of the Uncr .sentiments of public 
life. It cannot be said too often that 
whatever anybody may think of India 
becoming an unrestricted market eco¬ 
nomy, this transition is taking place in a 
subordinate and dependent niche within 
a globally crisis-ridden capitalism, and 
therefore the transition is unlikely to result 
in anything resembling the liberal ideal. 
It is in this specific context that society 
experiences a great thirst for order and 
stability and a great aversion for all 
manner of pampering of the weak, the 
small and the lowly, of which only the 
pampering of minorities is explicitly in¬ 
dict^ by the BJP for tactical reasons. 
And it is in this specific context that all 
the defenders of petty and big privileges 
find legitimate expression for their 
grievance in a patriotic critique of the state 
for wasting away the nation’s greatness by 
indulging ail manner of destabilising 
hopes. In ether words, it is in this specific 
context that Hindutva becomes both a 
necessary and possible ideology of the 
ruling classes. 


Task for Democratic Forces 

This has two implications. One, 
whether or not the BJP actually manages 
to come to power, and whether or not the 
swamis and the acharyas man^e to 
rewrite the Constitution in the light of 
.Manu, we will be living with Hindutva as 
a strong element of the ruling ideology for 
a iong time to come. European fascism 
was fought courageously by the left and 
democratic forces, a fight that their Indian 
counterparts can equally ably put up; but 
European fascism was render^ unneces- 
.sary by further material factors such as 
rapid capitalist development of a non- 
colonial variety that had enough room for 
democracy. It is the latter that is lacking 
in today’s third world. Whatever demo¬ 
cratic and e^litarian ideology was possi¬ 
ble in the third world was confined to the 
short period of estate abolition and im¬ 
port substitution. After that the process 
of further accumulation within the frame¬ 
work set by crisis-ridden imperialism and 
a fractious domestic elite ranging all' the 
way from sophisticated managers of 
capital to violent warlords leaves little 
space for a humane culture. 

Iwo, the democratic forces have the task 
of devising a strategy that will defeat the 
seemingly natural process by which one 
underprivileged gioup .sees another, 
slightly ^nore or less underprivileged as its 
enemy. They can neither be dismissive of 
the need to fight for equality and justice 
at all levels, nor of the need to create a 
real unity of all oppressed people. If the 
first mode of dismissiveness was chara¬ 
cteristic of the strategics of the Left for 
a long time, the latter mode is today's 
fa.shion. Ihc Ixft should be candid 
enough to admit that its failure on the first 
count is responsible for the legitimatu^. 
of the second, which today has plenty of 
theorists ranging all the way from the 
seemingly down-to-earth and untheoreti- 
cai Gandhian types to the incomprehen¬ 
sible post-mixicrnists. Whatever the guilt 
of the l.eft, the icsulting attitude of 
theoretical and political flippancy is do¬ 
ing a lot of damage. While it would be in- 
correcT to attribute the cxplo'tation of 
hori/ontal frustrations by Hindutva in its 
entirety to the failure of the Left to build 
a unity of ihc suppressed people that is 
both solid and sensitive to the dispersed 
and multi-layered nature of hierarchies 
and domination in society, it is never¬ 
theless necessary to realise that unless such 
a unity is honestly sought and successfully 
built the fight against Hindutva will not 
be complete, not only because the fight 
' requires large numbers but also because 
insensitivity on this score will leave open 
an important area of frustration In society 
to be exploited by the promise of orrler 
and stability that Hindutva so aMy makes 
thereby creating a seemingly popular base 
for itself. The rest of its appeal is of a 
straight forward fascist character that 
needs no new philosophical analysis. 
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Mess in Management of Government 
Finances 

Will New Parliamentary Committees Help? 

K P Jcmeph 

It is necessary to examine, early and at the national level, the 
extent of the colossal mess in the management of government 
finances and to seek practical remedies. However, unwieldy 
parliamentary committees of doubtful effectiveness are hardly the 
answer. 


THK news of the inauguration of the 17 
new standing committees of parliament 
with 45 members each at the bcginuiii(! of 
April this >ear received wide coverage in 
the media. Many people naturally expect 
that there may be some oveicluc improsc- 
meni in the ronirol that parliament exer¬ 
cises over financial mattcis and govern¬ 
ment policies a.s a ■'csult. Hut the 
experience of other countries which have 
similai legislative committees shows that 
it will be unrcalisiic to ho|H‘ foi sudden 
improvement. 

The US Congress has far more commit¬ 
tees than any oilrer country The mere 
listing ot the committees with the names 
of their members takes up 23 closely 
printed pages in double column in a 
populut reference btrok like The World 
Ahnanai of US Wiiicy 1991-93. There 
is even a Senate Subcommittee on 
IX'ficits, Debt Management and Inter¬ 
national Debt. The ( ong.’‘ess and its com 
mitiees gel .seven inoiuh.s to examine the 
budget in thorough detail when the Indian 
pailiament gels only a ii'.ile over two 
months. The) call a variety of cxpeits. 
some of them Nobel I'riw winners in 
ecoiioinics to help ihem with ihc sciiitiny 
of ihe frudget. They hasc the f'ongres- 
sionai Budget Office with atiout 2(X) 
employees working full-time lo analyse 
the budget. With this massive and pio- 
loiiged examination of ihc budget, one 
normally ihiiiks that debt and deficit 
would be under reason.iblc conturl in the 
United Stales. But in spite of legislation 
like the Grainm-Rudman Act of 1985 
which mandated a balanced budget by 
1991, president Bill Clinton is struggling 
With one of the biggest budget deficits in 
American hi.story. The American tele¬ 
phone company AI&T reported, 4,00,000 
long distance calls to W'a.shington DC 
within ail hour of pres dent Clinton en¬ 
ding hi.s address to the Congiess recently 
about budget problems, which shows the 
extent of public concern. 

The lecenl history of .select committees 
in the Uiitish paili.imeni also shows that 


they arc ol very little help in tackling 
budget problems. In setting up the new 
standing committees, the Indian parlia¬ 
ment relied heavily on the British select 
committee system introduced in June 
1979, soon after the Conservatives came 
to power. Hut strangely enough the Indian 
pailiament, cither by accident or deli¬ 
berately, has overlooked the current 
British opinion about the usefulness of the 
committees and has gone by the initial en¬ 
thusiasm of the early days. The parlia¬ 
ment secretarial does not seem to have 
studied with any degree of care the exten¬ 
sive literature on the working of Ihc 
British committees including Ihe authori¬ 
tative volume The New Select 
Committees, edited by Gavin Drewry and 
coinniissioned by the Study of Rarliameni 
Group, first published in 1985 and revis¬ 
ed subsequently. The report of the Select 
Committee on Procedure of the Hou.se of 
Commons that reviewed the working of 
the select committees recently is also rele¬ 
vant. Broadly, the current opinion in 
Britain is tliat the committees have not 
proved a.s useful as originally expected. 
Norman St John-Sievas (now Lord .lohn 
of fawslcy), the leader of the House of 
C'ommons who was responsible tor see¬ 
ing legislation about the select commit¬ 
tees through parliament in 1979 once 
claimed that it was “the most important 
parliamentary reform of the century". But 
Iasi year he expressed his disappointment 
about the eommitlecs and said that their 
working left something to be desired. 
G W' Jones of Ihe London School of 
ir.conomics, a distinguished authority on 
the subject, who gave evidence betorc the 
F'rocedurc Committee that reviewed the 
functioning of the select committees 
recently, is very sceptical about their 
usefulness. Kenneth Clarke, a senior 
member of the British cabinet, said last 
year that the British committees are “a 
waste of time and money, largely serving 
as publicity vehicles for second-rate MPs 
jealous of ministerial power". Budget 
scrutiny especially is done much less effi¬ 


ciently now than before: 

If committee work in the US and 
Britain, where there are many legislators 
with professional knowledge and deep in¬ 
terest in public finance, has not succeed¬ 
ed, it is doubtful if the Indian parliament 
where there are not too many financial 
experts is going to fare better with com¬ 
mittee work. In the present atmosphere of 
political controversies it is difficult to im¬ 
agine commiiices agreeing on many 
points. Some less elaborate committee 
system more suited to Indian conditions 
would have been better than the elaborate 
one imported from Britain. 

Last year only seven demands for grants 
were discussed in parliament; the demands 
for grants of 39 ministries were approved 
by parliament without discussion, by 
guillotine. It was perhaps the odium aris¬ 
ing out of the increasing neglect of the 
budget work by parliament that prompted 
Ihe law-makers to attempt detailed 
scrutiny of the budget with the help of 
committees. But unfortunately the 
reforms have been made in too much of 
a hurry and in Ihc middle of the budget 
session, without allowing sufficient time 
foi working out detailed procedures for 
the proper functioning of the committees, 
fhis is totally different from what is done 
in Britain when major changes in parlia¬ 
mentary procedure ate made. There Ihc 
Select Committee on Piocedure of the 
House of C.'ommons thoroughly goes in¬ 
to all aspects of the problem with the heir 
of experts. The report of the commiiict 
is then discussed in parliament after the 
public and the press get a chance of stu- 
cjying it. By contrast a major decision like 
the introduction of select committees in 
the Indian parliament has been taken in 
a ralliei abrupt and arbitrary manner. 
1'his will give rise to serious problems. 

If we examine the committee system in 
legislatures elsewhere in the world, we 
notice tiiai the current trend is to keep the 
membership low. Thus in Britain there are 
16 select committees functioning after the 
general election last year. None of these 
committees has more than 11 members; 
most have only nine. The quorum is 
three. 1 he decision to limit '.he number of 
members was based on the recommenda¬ 
tion o! the Select Committee on Pro¬ 
cedure which reported in July 1978. When 
'the Indian parliament first considered the 
appointment of standing committees last 
year, the suggestion was to have only 10 
committees with far fewer members than 
now. But for undisclosed reasons Ihe 
membership has been vastly increased, 
with Ihe result that double the number of 
MPs is now needed than what was 
originally proposed for the committees. 
It is very unlikely that parliament will be 
able to find a sufficient number of 
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m emben fiunilur with the workii^ of the 
ministrie* and government finances to 
undertake the type of detailed scrutiny 
expected. Only one-fourth of the membeis 
of the House of Commpns are select com¬ 
mittee members; in India, the total 
membership of the Lok Sabha and the 
l^ya Sabha will not be enough to fill the 
committees. The committees may have 
been made intentionally large to make as 
many MPs happy as possible The number 
of political parties in India is much more 
than in the United States or Britain. While 
trying to give representation to all the par¬ 
ties, the quality of membership is bound 
to suffer. Serious and detailed scrutiny of 
the demands for grants and the policy of 
govomment would be not easy for com¬ 
mittees of the size and qualifications ihai 
have now been formed. 

The size and importance of the 
ministries vary considerably. The scrutiny 
of ministries, like defence, finance or 
Home will be far more important and dif¬ 
ficult than that of small ministries. As the 
arrangements now stand, there is mindless 
uniformity in the size and functions of the 
committees. The membership will have to 
be reduced considerably and more flexi¬ 
ble arrangements made for professional 
scrutiny of the big ministries. A quotation 
from the British Procedure Committee of 
1978 may perhaps be relevant here: “Wc 
hope the new committees will concent rate 
much of their attention on the considera¬ 
tion of Estimates and other expenditure 
projections!’ 

There is another serious problem that 
has been sought to be glossed over. The 
committees will be severely handicapped 
in the efficient discharge of their work by 
the absence of professional staff as aic 
available in some of the financial commit¬ 
tees like the Public Accounts Committee. 
Without the help of some organisations 
like the Congressional Budget Office in 
the United Slates, on however limited a 
scale, it will be impossible for the com¬ 
mittees to scrutinise the budget effective¬ 
ly. As things now stand there is provision 
for the committees to “avail of expert 
opinion or public opinion”, but no hint 
of institutional support. 

When the British select committees 
were formed in 1979, the old committers 
like the Estimates Committee (later 
known as Expenditure Committee) and 
the Committee on Nationalised Indastric, 
were abolished simultaneously. In India 
however there has been no report about 
the abolition of the Estimates Commit¬ 
tee or the Committee on Public Under¬ 
takings. There is bound to be c'onsiderable 
duplication of work and avoidable con¬ 
fusion. There is no justification whatever 
to continue the Estimates C'ommiiicc, 
though arguments can be found to spare 
the Commi'tee on Public Undertakings. 


More surprising still, all the 32 con- 
sulutive committees of parliament that go 
back to 1954 are being continued. This is 
meaningless duplication of work. A 
review is needed immediately and the con¬ 
sultative committees have to go. 

The decision to keep out the public and 
the press from the meetings of the com¬ 
mittees seems to be flawed. The British 
select committees even have their own 
BBC radio piogramme. ‘In Committee*, 
which is broadcast op Sunday evenings. 
The public and press are present for most 
committee hearings of evidence. In the 
United States there is a national TV chan¬ 
nel devoted exclusively to Congressional 
work. It will be totally out of keeping with 
the spirit of the times for the Indian 
committees to meet behind closed doors. 

The origin of the standing commitlees 
seems in large part due to a sciions 
misunderstanding of the working of 
the subject committees in the Kcra!.i 
legislative assembly. The vice-pttsideii!. 
K R Narayunun, while inaugurating ihc 
parliamentary committees, said that in 
Kerala there was an almost similai system 
which had heen funciioning for sometime 
now. Paihameni has in the irasi shown its 
interest in the Kerala coinmiiices and 
Kerala legislators have been pressing lot 
the extension ot their espcrimcni to 
|)urliamcni and the state legislatuies But 
what is nut known is that the Kciala com- 
imitecs have been a complete failuit 

Ten subject coiTiniiltces were set up ns 
the Kerala assembly on March 17, 1980 m 
scriiiinisc. among other things, the 
demands fot grants. This received iniisli 
publieiiy; there was an article in //re 
Purluimentiinan by a Kerala legislator 
about the cominiiiccs. They were held i.p 
as an example fi'i other legislatures in i!ic 
couniiy. But unlike m Britain, the work 
ing of the Kerala sohjcci committees wa , 
never subiected to any review 

There is however enough evidence to 
show that the Kerala committees are not 
at all working well. I'hoiigh Keralti is one 
of the highest taxed states in India, the 
budget deficits in recent yeats have ic.icit- 
ed alarming pio[H)riioiis In some month- 
the government i-sen has tr) borrow mom-, 
to pay the monthly salaiy of n-. 
employees. The bills til contracti'r- at>J 


suppliers remain unpaid for years, while 
ministers get all their claims paid prompt¬ 
ly. There is a frequent ban on payments 
from government treasuries. The commit¬ 
tees have nothing to say about any of these 
problems which have sprung up and 
grown during the years (he committees 
have been active. It is unfortunate (hat 
parliament did no*, take any steps to study 
the working of Ihc British committee 
system in leeent yc.:irs for which there is 
abundant printed material or to have the 
working of the kcitUii committees critical¬ 
ly examined belote rushing into creating 
the new committees. The admiration for 
the Kerala modbl was once so high that 
parliament originally planned to have 10 
cominitiee.s Because (hat was the number 
in Kerala. 

The inariagenient of government 
finances in lnd<a i.s a very neglected sub¬ 
ject. Haihameiit is responsible for only 
half the total of a!! government budgets 
in ti'.dia: the -itate governments manage 
the rest. The chaos in budgetary control 
in slate goveinnienis is alarming; the 
linancial mismanagement unbelievable. 
The anmia! at lOtinls of all stale govern¬ 
ments are picixared late and are almost en¬ 
tirely anreliab'. -(tie figures presented to 
the legislatures iirv'.-; agn.'e with (he rigtires 
of ih'.' (icparlmcnis I'raml and waste are 
evcrv.wisen. I tic legislative .sciuliny of 
audit retxi.'ix iv.i.i,-,-, iheiisxclves arc always 
late) IS U!’be!i''s..-"!y i|. at'ieais. rite situa¬ 
tion IS so bill* ■; a committee has been 
Working loi sevci.i! months jus' to find 
out Ihc e.xieni of ;fic ;t;rears and what do 
do. I', has not icpchi d yet. The conslilu- 
tion,i! provisions .it-oui post-budget 
scrulir.) of siH-tidiitg by the legislatures 
base brokei- dew. totally 

I; woiild f -. ri' cssaiy to c.xaminc early 

ai a . . . levc'- the cxlcnl of the col- 

ov.al liic'.s in t)ie tiian.igcment of guvern- 
iiicri! ri'ainces and seek' practical remedies. 
l.htssi..''idy coniiniiiecs oi dtiubiful use at 
Ihc central Icsel ahmc ate not a remedy. 
A lew hundicd. of thousands of croies of 
rupees iire is’-ai-.- spent by Ihc central and 
stale ".o’-c!!.‘f • .- .mmially with hardly 
an> checl - ritual I'lies. The scope 

lot firi'.ai -le is iiiiiniielv wider than 

III the ,..i .!• !i: .i'-.- h-ii.ii -, Mid shares scam 
user vs 111 , h .-s - .ii.ie is -.-'creised now. 
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Two Famous Bengali Scientists 

Some Feraonal Memories 

AJilJloy 

An account of the author’s personal encounters with Satyen Bose 
and P C Mahalanobis, whose birth centenary falls this year. 


THIS year marks the birth centenary of 
three famous Bengali scientists, Meghnad 
Saha. Satyen Bose’and Prasanta Chandra 
Mahalanobis, and has occasioned many 
types of writings about them. I had 
the opportunity of seeing Bose and 
Mahalanobis from close quarters for some 
time. Saha I had seen from a distance only 
once in 1939 (or 1940?) when he was 
the chief guest in the annual re-union 
dinner of the Dhaka Hail of the Dhaka 
University. 

Satyen Bose had just taken over as the 
provost of the Dhaka Hall when I was ad¬ 
mitted to the Dhaka University as a stu¬ 
dent attached to his HalL 1 benefited from 
his personal intervention even before he 
saw my face. 

I was detained in the first year BA class 
for a shortfall in attendance in my English 
tutorial classes. By that time I had 
developed many other interests than get¬ 
ting a university degree. S 9 I decided to 
call it a day whm I failed to get promoted 
to the second year class and stopped going 
to the university. Some days later I got a 
letter from the provost’s office directing 
me to see S N Ray, then a reader in the 
English department. When I met him. 
Ray told me that at the intervention of 
Box, Mahmud, head of the English 
department, had agreed to make a special 
provision for me: I would gel the promo¬ 
tion if 1 passed a special test to be taken 
by Ray. In this way I was enabled (o carry 
on with my university education, thanks 
to Bos^s intervention entirely on his own. 

The first time I faced Box personally 
was when he chaired a Dhaka Hall 
Students’ Union debate on a proposition 
relating to the relative merits of 
philosophical idealism and materialism. 
Haridas Bhaitacharya, head of the 
philosophy department, was the mover 
and Abani Rudra, one of the readers in 
the department of political xicnce, was 
the leader of the Opposition. I was the last 
and the junior-most speaker. Though this 
was my first platform speech (and in un¬ 
familiar English too), I must have spoken 
somewhat impressively in favour of 
materialism, especially of its dialectical 
variety, as 1 got a huge applaux. Box 
made a particular reference to me in his 


summing-up. but had a dig at me for my 
faxination for the ^esoteric* dialectics. 

Sometime later we had elections for the 
Dhaka Hall Students’ Union. We of the 
communist-led AISF fought this election 
along with some other sympathetic 
elements under the banmr of the Radical 
Party and was opposed by the Progressive 
Party which had a distinctly anti¬ 
communist bias. For campaigning on ihe 
polling day, 1 (then the general secretary 
of the district SF) borrowed a hand-mike 
and a radio xt with slots for plugs to the 
amplifier. Then I secured the provost’s 
permission to draw power from the Hail 
office board for operating the artifice. 
From the lawn in front of the polling 
booth in the Hall office, I was haranguing 
the voters when Box who must have been 
passing that way approached me from 
behind and lightly patted my back while 
wondering at our ‘ingenuity’. 

My next encounter with him was not so 
pleasant. After Ihe Nazi invasion of the 
USSR. 1 and one of our xnior student 
comrades, Kalipada Ganguly, went to his 
study in the Curzon Hall (where tjie 
xience faculty of the university was 
located) to seek his signature on a state¬ 
ment of solidarity with the Soviet Union. 
The draft carried the signatures of Tagore, 
Acharya P C Ray and many other emi¬ 
nent fongalis, apart from a number of 
Dhaka’s academics. On being told about 
our mission Box flared up and almost 
turned us out of his study. He would not 
join the chorus against ciermany. (I have 
heard of another incident of the xme 
sort: In a public meeting at Ihe Calcutta 
University in the late 6 O 5 he demon¬ 
stratively turped his back on Somnath 
Lahiri when Lahiri was making mention 
of Ihe Nazi period in Germany, evfti 
though Box was himxlf chairing the 
meeting.) He certainly did not sympathix 
with Nazis, but he had some soft corner 
for Germany irrespective of her political 
orientation. 

The Dhaka Hall Students* Union had 
a ‘parliamentary’ constitution with the 
‘cabinet’ gystem. In the elections referred 
to above, our Radical Rurty was narrowly 
defeated. When the time came for the in¬ 
stallation of the new ‘cabinet with 


B R Guptt (who later ihtind as the dUef 
secretary of the IMesi Bengal goverraneat) 
as the prime minister; wc were engaged in 
a major students’ struggle in the Jagan- 
nath intermediate college over the demand 
for a democratic constitution for the 
students’ union, in the course of which 
some of the student leaders were lathi- 
charged by the police; led by a British, 
officer, in the special installation 
meeting, 1 as the leader of the Opposition 
stood up to demand that the festive func¬ 
tion of the installation be ^joumed to 
mark our protest against the polioe repres¬ 
sion. Box who was chairing the session 
would not allow me to make my submis¬ 
sion. I vainly tried to speak and ultimately 
sat down. We stood in such awe of him 
that I could not think of staging a walk 
out! 

My next encounter with Box was once 
again a cax of his remote control opera¬ 
tion, so to xy. I was arrested under the 
Defence of India Rules in November 1941 
for speaking at an unlawful public 
meeting at a large market centre, in the 
sub-division of Narayanganj and put in 
the Dhaka Ontrai jail. One fine morn¬ 
ing about a week afterward, a deputy 
jailor came to my ward to exort me to 
a special cell rexrved for Oivision-1 
undertrial prisoners. I was surprised at 
this special consideration shown to me; for 
there were some of my co-prisoners who 
deserved classification on stronger 
grounds than 1 , but who continued as 
Division-Ill inmates. Later, I came to 
know that Box had written to the district 
magistrate to see to my comforts, im¬ 
mediately after he had heard of my arrest 
from his offire staff. Such was his stature 
in the city of Dhaka that even the British 
official (J L Lewllyn) acted on his recom- 
inendation without delay. 

There was another surprix awaiting 
me. When I was released on bail after a 
few months, my comradds in the Dhaka 
Hall Union had requisitioned a special 
meeting of the executive committee of the 
union to discuss and vote upon a no- 
confidence motion against the ‘prime 
. ihinister’ B R Gupta after weaning away 
a couple of members from his party. 
When the exwutive committee met at the 
provost’s office to discuss the motion, 
Gupta questioned my eligibility to vote as 
my name had been in the meantime struck 
off the university rolls for non-payment 
of fees during my days in the prison. 
Though constitutionally Gupta's conten¬ 
tion Was absolutely correct arid Box must 
have bxn fully aware of it, he not only 
■ ruled it out but also took Gupu to task 
for his insensitivity towards a fellow 
student just freed from the jail. I wonder 
how maiqr of the present generation of 
teachers and academic administrators 


796 


Economic and Political Wxkly April 24, 1993 



would show Hidi aeittiiiw ooncern for hit 
wirds, particularly for a not very diligent 
and disciplined student as the present 
writer was. 

In the event, it was due to my ‘un- 
constitutioiMl* vote that Gupta's cabinet 
was ousted and a new cabinet under 
B S Basak (who later retired as the prin¬ 
cipal of the Presidency College. Calcutta) 
was installed. 

My relationship with P C Mahalanobis 
(PCM) was even more short-lived—lasting 
about a year and a half. Early in 19SS, 
during his work on the Second Plan plan- 
frame, PCM look me in as a member of 
the Indian Statistical Institute (ISl) 
Planning Division. I was then in need of 
a regular income: Nikhil Chakravaitty had, 
put in a word for me to Mahalanobis, at 
the request of a common friend and an 
old comrade, H K Chaturvedi. One morn¬ 
ing, after telephoning. 1 went to see PCM 
with a copy of my monograph. Indian 
Monopoly Capital, published about a year 
aga I spent about an hour with him when 
he lurn^ the pages of my publication and 
made various comments on it, primarily 
about its statistical aspect. At the end he 
readily agreed to take me in. I told him 
that as I was engaged in some private 
research, I would prefer a part-time job. 
He gave me both optiohs-^1 could Join 
on full-time basis and pursue my personal 
research as part of the ISI programme or 
1 could take a part-time appointment. 
Then I further told him that as I was ac¬ 
customed to working till the small hours 
of the morning and was a very late riser, 
I could not conform to the office routine. 
He told me that 1 did not need to conform 
to the usual routine—1 could come later 
and continue to work after the usual of¬ 
fice hours. Indeed, after I had joined, he 
arranged for the office transport to take 
me back to the city from the Baranagar 
campus. He also arranged that I got cof¬ 
fee and some sandwiches after sunset. I 
feel extremely guilty today that I did not 
play my part honourably. Soon afterwards 
I got eleaed to the CalcutU District Com¬ 
mittee of the (pre-split) CPI and was put 
in charge of the seamen’s, trade union 
which was then passing through a grave 
crisis. As the distance between the ISI 
campus and Kidderpore port area was 
very long, even to reach there before 8.30 
pm. I had to leave the ISI around 6 o’clock 
Though the transport and coffee facilities 
were silently withdrawn after some time, 
PCM never reproached me for this derelic¬ 
tion of duty. Indeed, I still continued to 
get his special attention. When he was in 
town, he would occasionally send for 
G Kalianpur (who later became ISI direc¬ 
tor for some time), H K Chaturvedi and 
myself and speak for an hour or two 
about things his mind would be working 


upon. These would generally be mono¬ 
logues and though we were apparently 
meant to be his sounding board, we were 
rarely able to edge in a word. Then 
whenever there would be a party in the 
‘mango grove’, and there would be quite 
a number as this was the time of a 
ceaseless stream of visiting professors 
from all parts of the world, he would pick 
me out from the crowd and ask about my 
work. 

However. 1 had a tiff of sorts with him 
within a year. I wrote a working paper 
titled ‘Indian Labour in the First Five-Year 
Plan’, in which I worked out a crude sort 
of index number of exploitation by cor¬ 
relating the ofFicial index numbers of real 
wages and productivity. The paper was 
circulated when PCM was on one of his 
periodic foreign visits. On his return to 
Delhi, he sent me a note questioning the 
propriety of my concepts of the worker’s 
productivity and rate of exploitation. 

I replied inter alia:. “The degree of 
exploitation depends upon the ratio of 
surplus labour to necessary labour. All 
mechanisation, and automation more par 
ticularly, reduces the necessary labour and 
consequently increases the surplus labour. 
This is the reason why capitalists go in for 
increased mechanisation. So I'arTis the 
increase in labour productivity in India is 
concerned, it has been in the main 
achieved through increasing the work-load 
on the workers.." 

Most interesting were PCM’s comments 
on my reply which he scribbled by hand. 
This gives the clearest insight into his ideas 
about economic .development and plan¬ 
ning and deserves to be quoted at some 
length. He wrote: “This, of course, on a 
particular view. Alsu, as our work is 
related to planning in India, we are in¬ 
terested in the question of surplus value 
to be used for capital accumulation 
whatever be the mechanism u.scd. Also, 
owners may be the state nr partly the state. 
However. I do not yet understand the ad¬ 
vantages gained in using this definition of 
‘exploitation’. From the technical point ol 
view we are .seriously interested in the 
increase of productivity which can be 
ascribed to increase of capital!’ He ended 


with a direct instruction for my personal 
guidance; “My main point is that in the 
ISl studies it is both necessary and 
desirable to concentrate on technical 
aspects of the problem and. where possi¬ 
ble, avoid the use of words which may- 
have some special association’’. 

This was dated New Delhi, August 10, 
I9S6. Soon afterwards came the climax 
leading to my severance of the ISI con¬ 
nection. After the finalisation of the 
Second Plan, some of us in the ISI who 
had worked under (!harlcs Bettelheim 
formed a working group for devising an 
annual plan model, with Ashok Rudra as 
our team leader. This report of ours loo 
had been finalised and circulated in 
PCM’s absence. When he came back to 
Galcutta he summoned our group along 
with other workers in the Planning Divi¬ 
sion and gave us a dressing dowr for 
indulging in wasteful exercises. Since must 
of the socio-economic recommendations 
in the annual plan model was bas^ on 
my paper titled 'Institutional Changes’ 
and since most of the rest was technical 
and econometric exercises in nature, I look 
I’CM’s critique to be mainly addressed to 
me. I could sec that he was withdrawing 
the freedom he had orally promised me 
in our first meeting. 

Immediately after coming hack to my 
room I sent him a sho'-l note. I cannot 
place its copy now, but it was worded 
.something like ihi.s: “From what professor 
told us this morning I feel that I do not 
fit in the scheme of the ISI’s work. Hence, 
I am resigning”. Within a couple of days 
I got a note signed by the secretary of the 
ln.slituie signifying acceptance. 

I had only one more brief meeting with 
PCM in September 1959 when at the 
behest of the Calcutta district committee 
of the CPI the late Chinmohan Sehanobis 
3nd I went to see him to seek his signature 
on a statement protesting against the 
dismissal oi the Namboodiripad govern- 
mcni in Kerala. He saw us in the ground 
floor library in his residence in the 
Insiiiuie and dismis.sed us .saying that 
whatever he had to say on the subject he 
would .say lo Bhiipesh Gupta in Pclhi. 
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« Strategies for a 
_ competitive economy 

By S. M. Oatta, Chairman, Hindustan Lever Limited 


Economy in transition 
The New Economic Policy, which 
was launched less than two years 
ago, hxs already achieved consider¬ 
able progress within a relatively 
short period. 'Ilic major landmarks 
include liberalisation of the indus¬ 
trial policy, bringing the rupee to a 
full float on the trading account, 
major relaxations in import trade 
and pulling back the high levels of 
inflation. A eru-shing biirden of ext¬ 
ernal debt and the ever-increasing 
internal deficit provided the back¬ 
drop to this overdue exercise in 
restructuring the economy. A deft 
combination of deflationary mea¬ 
sures, such as credit restrictions 
and high interest rates, and sus¬ 
tained growth in the primary sector 
have been successfully utilised to 
bring down the annual average 
inflation of wholesale prices to 
below 10%. What is m(>rc signifi¬ 
cant, however, is the fact that infla¬ 
tion in the primary sector has 
lagged well behind the average 
inflation in response to the satisfac¬ 
tory performance of the agricultur¬ 
al sector. Foreign exchange 
reserves have been built up, mainly 
through commercial loans and 
deposits. Consequently, the full 
float of the rupee has not caused 
cither a run on the currency or a 
sharp devaluation of its worth. 

The first stage objectives of eco¬ 
nomic restructuring have thus been 
largely achieved and this has been 
done with remarkably little fi¬ 
nancial trauma compared with the 


experience of certain Latin Americ¬ 
an and East European economics. 
Admittedly, however, this stabUisa- 
tion has resulted in a considerable 
deceleration of economic growth, 
large economics in government ex¬ 
penditure, arrived at mainly throu¬ 
gh a reduction in developmental 
outlays, have caused a slump in the 
demand for products of several cap¬ 
ital-intensive manufacturing sec¬ 
tors. ITie runaway growth in the 
government’s revenue expenditure 
has been curbed, but this factor, 
combined with the tighter credit 
policy, has depressed the consump 
tion of many comsumer durables as 
well as non-durables. While this 
stagnation in demand for consumer 
goods has been most noticeable in 
the urban markets, rural demand 
has continued to be buoyant in 
response to sustaincxl growth in the 
rural economy. 

'iTie package of initiatives includ¬ 
ed in the 1993 budget is clearly 
aimed at augmenting the competi¬ 
tive strength of the economy thro¬ 
ugh significant improvements in 
the efficiency and product hity of 
the manulaauring .sector. Most of 
the input constraints have been 
removed through liberalisation of 
the import track accompanied by a 
large reduaion in import duties in 
two successive budgets. The duly 
structure is being rationalised to 
encourage as much backward inte¬ 
gration as is feasible. Excise duties 
have bc‘cn brought down in tan¬ 
dem with the customs duties in 


order to revive domestic consump 
tion. Credit restrictions and iptcrest 
rates are being gradually relaxed, 
'fhese and other liberolis^ion mea¬ 
sures have introduced an element 
of competition never before experi¬ 
enced by the manufiurturing sector, 
which vras so far nurtured through 
high protective tariffs and elaborate 
measures of capacity regulation. 
This legacy from the past had left 
us with a high-cast industrial struc¬ 
ture which cannot become com¬ 
petitive overnight. We need to cre¬ 
ate an enabling environment for 
such a tran.sformation through the 
joint efforts of industry and govern¬ 
ment. 

The efficiency factor 

As a country, India is not richlj' end¬ 
owed with resources. Although 
rc.sourcc endowments alone do not 
make a country inherently co¬ 
mpetitive, it is ncvertbele.ss nec- 
cs.sary to actively seek our such fac¬ 
tors of national advantage and to 
systematically exploit and develop 
these advantages. Therefore, the 
high Incremental Capital-Output 
Ratio OCOR) of our economy must 
become a focus of attention and 
action. The high ICOR of 4.1 as¬ 
sumed in the Hghth Hve Year Plan 
indicates inefficiency in resource 
usage, backwardness in technology, 
and high transaction costs. Each of 
these three areas can be improved 
significantly through a judicious 
blend of policy initiatives and 
industry responses. 
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“Hk planned devdopmcitt of our 
ecomnny over the bst ftnir decades 
proceeded on the given ass¬ 
umption that fragmented, and 
legionalljr dispersed, deveiopment 
of manuhurturlng capacity would 
serve to promote economic wcl- 
fiue. As a result, large segments oi 
our ca{rital intensive manufacturing 
industry suffer today from a lack of 
economies of scale. The limited 
scope for expansion and growth 
permitted under the industrial 
development regulations served to 
maintain the uneconomic size of 
enterprises and to remove the 
incentive Ibr modernisation. In the 
past, centrally directed price sup¬ 
port systems helped to prop up 
many of these enterprises, but they 
arc totally unviablc in today’s com¬ 
petitive environment. Since the 
centrally regulated planning system 
was driven more by plan targets 
than by market forces, many seg¬ 
ments of industry carry the burden 
of a built-in reservoir of under¬ 
utilised assets. However, thc'sc obvi¬ 
ous disadvantages also present an 
opportunity which can be exploit¬ 
ed with profit. Marginal invest¬ 
ments in expansion, modernisation 
and balancing of equipment can 
substantially increase the utilisation 
of the base capacity and improve 
the productivity of fixed assets. 
Therefore, the reduced rate of 
development expenditure resulting 
from the shortage of government 
resources need not necessarily lead 
to a slower rate of industrial 
growth, at least in the short term. 

The inefficient use of resources 
noticed in the economy today is a 
dirca outcome of the inadequacT 
of our technology base. In our pop¬ 
ular mythology, technology has 
always been associated with expen¬ 
sive equipment, severe operating 
conditions and modern gadgetry. 
As a result, we have never paid ade¬ 


quate attention to the need to con¬ 
trol costs by reducing the con¬ 
sumption of resources — material, 
energy or fixed assets — required 
to generate a given quantum ^ out¬ 
put. Hk philosophy of continuous 
evolution (tf technology, or kaizen 
as it is called in Japan, has received 
only Hp service from our technolo¬ 
gy fraternity because it is not as 
glamorous as the installation of a 
new and expensive piece of 
machinery. The cold win^ of com¬ 
petition will undoubtedly wither 
this artificial approach to manufru:- 
turing technology and provide the 
light ambience for devoting greater 
attention to manufkrturing research 
and process development efforts. 

The single major factor advan¬ 
tage of India, of course, lies in its 
human resources. However, the oft- 
mpeated cmpha.sis on availability of 
cheap labour in India is entirely 
misplaced. Cheap labour resource 
is an advantage which can be easily 
duplicated in other under-devel¬ 
oped economics. Besides, the sy.s- 
tcmic rigidities induced by our 
labour laws, particularly for the 
organised sector of labour, have 
taken away most such initkil advan¬ 
tages, if any. The real, and more sus¬ 
tainable, form of our competitive 
advantage flows out of the large 
reservoir of technological trained 
and highly skilled white-collar 
workforce available in India. As the 
pressure of competition mounts, 
manufacturing industry will be 
increasingly forced to draw u|xin 
this reservoir to upgrade not op'y 
the technology base but also the 
level of operating skills necessary 
to maintain the standards of quality 
and cost required today. 

ITic high transaction co.sts in our 
economy mainly flow from the 
clearly perceptible lag in the devel¬ 
opment of infrastructure facilities 
in relation to the directed develop¬ 


ment of the manufrteturing sector. 
The most obvious instance is, of 
cmirse, the unsatisfiictory quality of 
power supply caused, perhaps in 
equal measure, by inadequate 
capacity installation and an unac- 
cejxably low level of capacity utili¬ 
sation. The lack of an integrated 
system of multi-modal transporta¬ 
tion is a major obstacle to the 
quick, satisfactory and timely move¬ 
ment of incoming materials and 
outgoing products from manufac¬ 
turing establishments. Ihc absence 
of a reliable communication net¬ 
work and inadequate market 
intelligence lead to the necessity of 
maintaining high levels of inteme- 
diate stocks to meet cuAomcr ser¬ 
vice requirements. Ilie highly regu¬ 
lated and slow moving financial sys¬ 
tems are an added reason for higher 
operating co.sts. The taxation poli¬ 
cies at community, state and central 
levels .frequently work at cross pur¬ 
poses to add to the complexity, 'flie 
mismatch between the develop¬ 
ment of the manufaauring industry 
and the evolution of communities 
and settlements which supply the 
manpower required to operate the 
industry is a source of avoidable 
co.sts. 

Perhaps the time is now appmiv 
riate for us to artively coasider the 
idea of selcaive regional developm¬ 
ent in ortler to ensure that the sp- 
ecijil zones of industrial enterprise 
will be provided with the ncccs.sary 
infrastructure and the associated 
support services at an economic 
cost and with acceptable quality. 

'llic global village 
The import constraints of the last 
two years have coincided with a 
noticeable deceleration in the pace 
of industrial grotvih. This has am¬ 
ply demonstrated that the Indian 
economy is indeed an intc(^ part 
of the global economy and that we 
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could seek to isolate ourselves into 
a cocoon only at our peril. Our ma- 
nulacturing industry depends heav¬ 
ily upon external inputs not only in 
the fonn of aiergy but also in the 
diape of raw materials and compo¬ 
nents. As the complexity of our 
manufacturing opcTations increases 
in response to the need for global 
quality and performance standards 
from our products, our industry 
will become more dependent on 
international linkages for sourcing 
capital equipment as well as for rel¬ 
evant technology. Indeed, tcchnolo 
gy and investment finance have 
today become truly global resour¬ 
ces which arc providing the stim¬ 
ulus for the world's economic gro¬ 
wth, along with consumption, the 
other universal determinant for 
economic progress. 

'fhe cfficitTit growth of the Irxiian 
economy is thus closely linked with 
its atniity to maintain imports of mat¬ 
erials, services and technology. It is 
well known that India is incurring a 
recurring current account deficit eq¬ 
uivalent to nearly 2% of the GDI* and 
that our economy Is m no portion to 
sustain this shortfiill. Undoubtedly, it 
is possible to reduce the gap by con¬ 
serving the imported inputs through 
the promotion of efficient uses of 
cncfgy and capital assets. Never¬ 
theless, we have to fulfill the tagent 
need to increase exports, rax only to 
meet the present resource gap but 
also to respond to future grotvth in 
the GDR This need will rcnaun even 
if wc arc able to substantially impro¬ 
ve the invisible fkiws tlirough the sy¬ 
stematic development and exploi¬ 
tation of our related competitive 
advantages. 

It is no accident that the bulk of 
the world's trade along with the 
major proportion of the world’s 


GDI* is confined to the OECD cou¬ 
ntries. In this polarised world, the 
General Agreement on Tariffs and 
Trade (GATT) has significantly su[> 
ported the efforts of developing ec¬ 
onomies in breaking into the world 
trading scene, by laying down bro¬ 
adly acceptable guidelines of nor¬ 
mal trading behaviour. GATf has 
become even more of a necessity 
for developing economies after the 
collapse of the Soviet bloc which 
had, for a time, held out the hope 
of provkliiig an alternative system, 
'fherefore, the inordinate delay in 
finalising the Uruguay Round of ne¬ 
gotiations, and the rise of more loc¬ 
alised trading blocs in the mean¬ 
while, must be a source of concern 
for countries like India. Despite the 
delay, the Uruguay Rouixl has alre¬ 
ady evolved a set of suggastions ai¬ 
med at promoting an increased vol¬ 
ume of world trade. These measu¬ 
res will remove technical barriers 
to trade created by import licens¬ 
ing, impart greater transparency to 
anti-dumping laws and similar cou¬ 
ntervailing measures, and remove 
impediments relating to rules of ori- 
{^n and pre-shipment inspection. 

Funher, in dealing with the trade- 
related aspects of intelleaual prop¬ 
erty rights, the Uruguay Round has 
made some pragmatic recommen¬ 
dations regarding the use of trade 
marks. Interestingly enough, the att¬ 
itudes displayed by China and India, 
two of the major countries which 
stand to gain enormously from the 
GATT', have been in marked con¬ 
trast with each other. China has dis¬ 
played great pragmatism and dip¬ 
lomacy in dealing with the negotia¬ 
tions and has been able to protea 
its national interests to a very large 
extent. India has, on the other 
hand, continued to strike obscuraiv 


tist postures and has been left on 
the sidelines as a result. It is heart¬ 
ening to see that economic policy 
makers as wdl as leaders of indus¬ 
try have realised the dangers of iso¬ 
lation and, despite misinformed op¬ 
position at home, they are display¬ 
ing an open-minded approach to 
the interim conclusions of the mul¬ 
tilateral trade negotiations. One can 
only hope thitt this change of heart 
has not come too late and that the 
trading worid has not left India to 
its own devices. 

Developing economics rely sig¬ 
nificantly on imports of materials, 
services, technology and capital for 
improving the efficiency and the 
produaivity of the domestic econo¬ 
my. Exports provide the enabling 
mechanism for fulfilling this vital 
need. Exports fiu:e relentless com- 
paition in the arena of world trade 
and they can be sustained only thr¬ 
ough the proper harnessing of the 
faaor athrantages of the domestic 
economy and by constantly impr¬ 
oving these advantages through 
innovation and technology. India’s 
efforts to compae in the worid ma- 
rka had so far been hantstrung by 
the proteacd and inefficient nature 
of markets at home. The New 
Economic Policy will remove this 
bottleneck by creating an environ¬ 
ment of competitiveness and effi¬ 
ciency in the domestic marka. The 
manufaauring seaor will no doubt 
be able to take advantage of this 
opportunity and generate a new 
impetus for economic growth 
through a sa of appropriate respo¬ 
nses. 

Agenda for action 
In the changed scenario, the prima¬ 
ry response fiom industry must be 
to improve economic value addi¬ 
tion in manufaauring oper^uions. 
Since quality is the undisputed hall¬ 
mark of the economic value of a 
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pfxxhjcc or a service, thca^dafor 
action must include a drive, firstly, 
to attain global quality standvds 
and, then, to exceed them. This 
would require an improvement in 
the quality level of the inputs, in 
the levd of tedinology and equip¬ 
ment and, finally, in the level of 
knowledge and of skills of the man- 
powCT engaged in the manufiictur- 
ing opeaHons. Cost reduction will 
also be an important item on the 
agenda because it maximises value 
addition. Costs are a direct measure 
ctf xbc efficiency of using resources 
in the form of materials, services, 
equipment and manpower. 
Therefore, technology and skills 
will play a very important role in 
the effort to control costs. The 
drive towards global leaderriiip in 
quality and costs will provide the 
most effective counter to threats of 
imported competition and, simulta¬ 
neously, sustain the drive for gain¬ 
ing export mailcets to cam the nec¬ 
essary foreign exchange. The 
motive force for this change will be 
provided by the quest for constant 
innovation which will draw upon 
the vast reservoir of technically 
skilled and highly educated man¬ 
power in our country. 

So far as public policy is coaccr- 
nod, we have travelled a long way 
indeed in the short span of two 
years. Nevertheless, much more re¬ 
mains to be done. The unfinished 
task of completing the reforms in 
the financial sector caiuxrt be dela¬ 
yed much longer. Hie financial sec¬ 
tor has to be opened up to compe- 
titi(Hi, and to public scrutiny, in (xd- 
er to sustain the competitive econ¬ 
omy we arc aiming for. The taxa¬ 
tion system will have to be refor¬ 
med in order to motivate and re¬ 
ward competitive success while 
meeting the basic needs of adminls- 
tratiofL Administrative reforms will 
be needed to make the system pro¬ 


active and user-frienrfly while being 
less of a necessary but unproduc¬ 
tive burden on the economy. Labo¬ 
ur icforms will ha\e to be urKierta- 
ken to make the system more fle¬ 
xible and to counterbalance the 
right for employment with the equ¬ 
ally urgent necessity to perform. 
Most importantly, the State will 
have to gradually withdraw fnxn its 
interventionist role in the economy 
so that it can devote greater atten¬ 
tion towards its primary objective 
of providing a safe, secure, pred- 
ictahie and productive environment 
for the citizens of the country. 

The Company response 

Hindustan Lever has endeavour¬ 
ed, as always, to make its own cotv 
tribution to this all-encompassing 
task of improving the economic 
efficiency, by anticipating altered 
priorities and by generating a po:^ 
tivc response to .such changes. The 
Quality Assurance Programme, intr¬ 
oduced several years ago and aimed 
at meeting the aspirations of the 
txrw Indian consumer, who is bmh 
better informed and more discrimi¬ 
nating. has succeeded in transform¬ 
ing manufacturing operations and 
is now extending itself into other 
operational areas as well. This abili¬ 
ty to perform has provided the imp¬ 
etus for creating well differentiated 
products to meet the rapidly evolv¬ 
ing needs of the consumer and 
thereby providing the right com¬ 
petitive muscle to the Company’s 
array of well-known brands. This 
effort has been extended to the 
export markets as well, resulting in 
a rapid increase in the expons of 
braitded consumer goods. 

Cost effectiveness has been a dis¬ 
tinguishing feature of the Compa¬ 
ny’s operations for the last two dec- 
a^. Deregulation of the industrial 
prdicy has now permitted the pur¬ 
suit of economies of scale to be 


added to the in^ruments of cost 
control. Under-performing assets 
have been clearly identified, and ac- 
timi is being taken to ui^radc, re¬ 
place or, in the final ans^sis, elim¬ 
inate such unproductive costs. Im¬ 
proved access to modern compu¬ 
ters and high quality software has 
led to the harnessing of information 
technology for improving the opcp 
ating velocity and for bringing 
down the working capital deploy¬ 
ment nccesisary to maintain a smo¬ 
oth flow of operations. Comprehc- 
nsi/c efforts to control costs have 
combined with the more stable pri¬ 
ce regime of primary products this 
year to keep the price increases 
well below the level of general 
inflation. 

The restrictive, and frequently 
discriminatory, regulatory policies 
of the past had always impelled the 
Company to move from factor 
endowment to fiu.tor creation thro¬ 
ugh Industrial research, consumer 
respoasivaicss and the application 
of relevant technology. This past 
experience has enabled Hindustan 
Lever to quickly harmonise itself 
with the market-oriented aiins and 
objeaives of the New Economic Po¬ 
licy. lliat the Company has once 
again been able to outperform the 
economy in terms of efficient grow¬ 
th serves merely to underline the 
basic soundness of the country’s ec¬ 
onomic restructuring programme. 


Ibis is the text of the speech deliv¬ 
ered at the Annual General Meeting 
of Hindustan lever limited heid in 
Bombe^ on April 23,1993. If you 
wish to obtain this ^eecb in book¬ 
let form, please write to: The 
Communications Department, 
Hindustan Lever limited, P,0,Box 
409, Bombay 400 001. 
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Legal Protection of Software 

Implications of Dunkel Draft for Third World 

K Ravi SrinivaH 


Attempts are being made to introduce a global regime of 
intellectual property rights for software. How will this affect the 
growing software industry. 


COMPUTER software is expected to be a 
boem industry for developing nations like 
India. The availability of skilled human- 
power, infrastructure and advantages in 
terms of labour cost have been cited as fac¬ 
tors that could help India to get a share in 
the growing international software market. 
Recent policies announced by the govern¬ 
ment of India also favour such exports and 
more and more export-oriented software 
units are being set up. Many software com¬ 
panies still do ‘bodv shopping* by sending 
Indians abroad for assignments. Apan from 
India. Mexico, the Philippines, Brazil, 
Korea are also involved in software exports 
in a big way. it is expected that software 
exports would not only bring foreign 
exchange but would also enable third world 
nations to use information technology for 
their development. However, these expec¬ 
tations may prove to be false if the patent 
regime as outlined in Dunkel Draft Text 
(DDT) is adopted and enforced. DMpite the 
absence of consensus on applicability of 
patents to software, or for that matter on 
what is the appropriate mechanism of 
Intellectual Property Rights for software, 
through Dunkel Draft and through actions 
under Special 301 and Super 301 by the US 
attempts are being made to introduce a 
global regime of IPRS for software. 

In a study done for OECD Development 
Center Carlos Maria Correa points out “For 
most developing countries, the issue is not 
whether or not to protect software, but what 
sort of regime is desirable, given the poten¬ 
tial conflict in interests of u.sers and sup¬ 
pliers, and what is feasible given considera¬ 
tions of international political economy. 
Timing is also crucial, since nature and 
extent of protection in a given country will 
depend critically on the level of development 
of local software supplies. Protection given 
tpo soon and for too long may simply act 
to secure a monopoly of imported software 
packages in the domestic market. Within the 
constraints defined by the need to maintain 
favourable trade and investment relations, 
each developing country ought to consider 
what sort of software protection regime is 
best suited to its specific conditions at a 
given point in time". 

Thus there can be no universal Intellec¬ 
tual Property Rights Regime without taking 
into account the requirements and condi¬ 
tions prevailing in each country. For exam¬ 
ple to introduce the same IPRR vogue in US 
in India, despite the number of computers, 
availability of software, size of the infoi- 
mation technology industry, market for 


software, etc. would be unwise. If any such 
were to be introduced it would benefit the 
.software industry in the US than the nas- 
cen> Indian software industry and would act 
as a deterrent to development of indigenous 
technology and skills in software. 

The global software market is estimated 
to be about S 70 billion. It is expected that 
by the end of this century global software 
market would be about S 90-9S billion. In 
many developing nations software produc¬ 
tion has been identified as a promising field 
for exports. Before 1983 just three countries 
had specific legislations on legislative pro¬ 
tection of software. Following this many 
countries passed legislations or made 
suitable amendments in existing laws to pro¬ 
vide protection to software, it is worth 
noting that even among the developed na¬ 
tions Japan, Canada, the UK, France. 
Germany, Australia introduced protection 
only in I98S, in which year India al.so made 
rules for protection of software. But each 
nation adopted its own rules taking into 
account '‘functional character and the 
peculiarities of its commercialisation and 
use”. For example Japan’s MITi proposed 
a regime in 1983 which excluded moral 
rights, limit protection to 15 years and 
regulation of software for balancing private 
and public interest. In France the National 
Institute of Industrial Property proposed a 
model in 1984. Developing nations like 
Argentina, Brazil had grafted laws for 
suitable protcaion of software. Thus within 
a short span of 10 years many nations, both 
develop^ and developing passed laws or 
amended existing laws for protection of 
computer software as an Intellectual Pro¬ 
perty. It should be noted that many 
developed nations amended their laws for 
product patent protection only in the late 
60s and 70s while even developing nations 
had passed laws for protection of software 
by mid-80s along with France and Germany. 
So developing nations did not lag behind the 
developed uations in recognising the need 
fbr .-rotection of software as an Intellectual 
Property. This is despite the fact that there 
was no consensus about applicability of 
copyright to software. 

In the early and mid-80s much discussion 
took place on the appropriate Intellectual 
Property Right for software. There was no 
consensus but it was widely agreed that 
despite shortcomings and other reasons 
copyrights would be an ideal I PR for soft¬ 
ware. In 1982 WIPO and UNESCO conven¬ 
ed a committee of governmental experts on 
Copyright Problems Arising from Use of 


Computers for Access to the Creation of 
Works. 

In relation to intellectual properly law, 
computer technology gives rise to three im¬ 
portant questions: (i) Whether the informa¬ 
tion processed by a computer is expressed ^ 
in a work protected by copyright, is the use 
of that work by the computer under the con¬ 
trol of the copyright, and if not. should it 
be? (ii) Where a computer has been used to 
process information in such a way as to pro¬ 
duce a work of a kind normally protected 
by copyright—for example, the processing 
of statistics so as to produce them in 
tabulated form designed to serve a particular 
purpose, or the use of a ‘synthesiser* to 
produce music—who is to be regarded as the 
‘author’, and hence the copyright owner, of 
the resulting literary or musical work? (iii) Is 
the software, often the product of great 
intellectual investment protected against 
unauthorised use by oihcis under any 
existing legal system such as patent law. 
copyright, breach of confidence, iiade 
secrets, and so on; and if not, should 
it be, and if so, under what kind of 
system? 

Computers and Protected Works; For the 
last two decades all three questions have 
been the subject of extensive .study, both 
nationally and internationally; and in rela¬ 
tion to questions ti) and ^ii) above there has 
been a very large measure of agicement as 
to what the answers should be The general 
consensus on these questions is recorded in 
the Report of the Second Committee of 
Governmental Experts on Copyright Pro¬ 
blems Arising from the Use of ( omputers 
for Access to or the Creation of V'urks 
convciKd by WIPO and UNESCO in Pans 
in June 1982. The Committee, with one or 
two modifications, substantially endorsed 
a set of draft recommendations. The salient 
conclusions which emerged liom these 
studies, as recorded in the rc|H>ri and the 
recommendations, may be suminariscd in 
the following way; 

(i) the input of a protected work into a 
computer system includes the leproduction 
of the work on a machine-readable material 
support, and also the fixation of the work 
in the memory of the computer system; and 
both these acts (i e, rcpioductiun and fixa¬ 
tion) are governed by the international 
conventions (Article 9(1) of Berne Conven¬ 
tion and Article 4(1) of Universal Conven¬ 
tion on Copyright. 

(ii) The output of a protected work from 
a computer system should be protected 
under copyright law, irrespective of the 
form of the output for example, this might 
be—(a) a hardcopy print-out; or (b) a fixa¬ 
tion in machine—readable form; or (c) a 
transmission from the data base of one 
system into the memory of another system 
(with or without an intermediary fixation); 
or (d) making .the work available to the 
public by audio or visual images presented 
in a screen. 

(iii) in amending or modifying national 
legislation to take account of computer use 
of proteaed works, care should be taken to 
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eniure that authors’ “moral rights should 
continue to be exercisable in relation to com¬ 
puter use. and that the exemption and 
limiutions on the copyright owners’ right 
of control which computer technology 
might render desirable, do not exceed the 
limits on such exemptions permitted by the 
conventions. 

(iv) Non-voluntary licences in relation to 
the computer use of protected works should 
only be adopted when voluntary licensing 
is impracticable, and should, in any case, 
be in accordance with convention principles; 
and where a non-voluntary licence is 
adopted by a national law, its effect should 
be confined to the territory of the country 
of that law. 

In many countries the existing law ap¬ 
pears to be regarded as implementing these 
general conclusions; but in some countries 
there have been spccinc amendments to the 
copyright law to pul the matter beyond 
doubt. As an example in the UK the 
Copyright Computer Software Amendment 
Act I9HS contains an express provision that: 
•■References in the Copyright Act 1956 to 
the reduction of any work to material form, 
or to the reproduction of any work in a 
material form, shall include references to the 
storage of that work in a computer” (D dc 
Freitas, 'Impact of New Technologies 
(Reprography, Computer Use of and Soft¬ 
ware Use and Software Protection) on Com¬ 
puters’, WIPO/CNR/ NIV 86 / 6 , Paras 
26-30.) 

A number of national laws therefore con¬ 
tain an express provision excluding com¬ 
puter programs from patent protection. As 
regards protection of computer programs by 
copyright, the first question to be considered 
IS whether computer programs are protec¬ 
table 'works’ in the sense of copyright laws. 
There may be doubts as to this, since 
copyright laws usually contain lists 
enumerating categories of protected works 
a'-d such lists normally do not mention com¬ 
puter programs. Computer programs do not 
readily fall into categories of ’writings’, 
'books’ or ‘scientific works’ (categories of 
works protected by copyright). Therefore, 
some recent national laws, for example, the 
laws of France, Germany (Federal Republic 
oO and .the US have overcome any doubts 
by expressly stipulating that computer pro¬ 
grams are to be considered as works pro¬ 
tected by copyright. 

The second question which arises in con¬ 
nection with copyright protection of com¬ 
puter programs concerns the acts against 
which protection is needed. These ought to 
comprise not only the making of copies, but 
also the use of the program in the control 
of a computer. However, such an act of use 
is not normally covered by copyright pro¬ 
tection since copyright laws normally only 
confer protection against the making of 
copies and public performance of works 
protected by copyright (for example, theatre 
or musical concerts), but not against the 


execution of the work in private (for 
example, playing of music in private). 
Nevertheless, it can be argued that the use 
of a program in a computer entails the mak¬ 
ing of a copy either in the central storage 
unit of the computer or because the program 
is copied step by step during its use; wliether 
either of these methods of copying occurs 
depends on the technical circumstances of 
each case. In order to ensure full protection 
against unauthorised use, it may be 
necessary to amend copyright laws accor¬ 
dingly. This was done, for example, in the 
copyright law of France by including a pro¬ 
vision declaring any unlawful reproduction 
of the program other than the making of 
a back-up copy and any use not expressly 
authorised by the author. 

In view of the problems existing with the 
protection of computer programs at the na¬ 
tional level, the question of international 
protection of computer programs has also 
arisen. International protection means the 
protection of programs in a country in 
respect of which the creator or other owner 
is not a 'national or resident’ (WIFO, 1988). 

Three types of legal protection can be 
considered for computer programs. -The 
first is protection by patents, the second op¬ 
tion is through protection by copyright 
while the third, would he by protection by 
provisions against violations of trade 
secrets. 

Regarding applicability of the concept of 
patents for protection of computer software 
the fundaiiiental question is whether a com¬ 
puter program is an invention or not. 
Inventions are broadly defined as solutions 
to technical problems by application of 
scientific principles in various fields. The 
three criteria (novelty, inventive step and in¬ 
dustrial or practical application) should be 
fulfilled for acceptance of an invention for 
patent protection (WlPO, 1991). Whether 
computer programs which arc considered as 
mere instruction’s to machines fulfil all the 
three conditions is a debatable point. Patent 
law evolved during the Industrial Revolu¬ 
tion when mechanical and electro¬ 
mechanical devices were designed and 
patented. Subsequently patents were granted 
on electrical equipment and circuits also. 
Only in the TOs and SOs protection for in¬ 
tegrated circuits became a major issue. 
While creation of a layout design involves 
much cost and labour, copying a design is 
easy and inexpensive by photographing the 
individual layers of an IC and masks can 
be prepared on the basis of photographs. 
Using an existing layout-design to prepare 
an improved layout-design is known as 
reverse engineering. Reverse engineering is 
considered as permissible for. an improved 
layout-design is created. But the case o'f 
computer programs is not identical. For 
computer proipams are not physical devices 
per se. A program is an ‘embodiment’ of 
ideas. It has tangible and intangible 
characteristics. 


If a computer program forms an integral 
part of a process and if a process can be 
described as one being controlled by a 
specific computer program then patent pro¬ 
tection would be available. But recent 
judgments have granted patent protection 
for computer programs. A study done by 
OTA in 1986 pointed out that the distinc¬ 
tions between Writings and inventions were 
indeed breaking down with respect to func¬ 
tional works like computer software and 
scmi-conductor chip masks. According to 
Anne Branscoinb copyiiglit, patents and 
contract law worked iclaiwely well in the 
industrial era. the age of print and 
mechanical inventions, but now arc all that 
effective. The blurring of boundaries among 
various iTiedi't due to developments in 
informaiioii and communication tech¬ 
nologies is ciicd as a facioi. The increasingly 
abstract aiid intangible nature of intellectual 
as.scis and with the globalisation of world 
economy the cconuiiiic bari.i and incentives 
for violations of I'liclle tiiu! t’l t'pcrty Rights 
have increased. Prtv:iMs,iiio:i and .using 
market mechanism toi il'sscminating infot- 
nintion has also affccied the traditional 
inlrastriictuic mioriiiaiion dissemina¬ 
tion and h.'irir;.,; (iiio ersities, private 
laboratoMcs ..iij govcriin>eiit agencies arc 
invtiking iMtcni rights and copyiight pro¬ 
tection to recoup the investments in research 
and development, (l-'orestei and Morrison, 
pp 31-33). 

The National .A.cro'Miiiiss .in.l Sptice Ad¬ 
ministration (NAS.^) i!''-.I' olt'-rsinoie than 
I,l(X)coinputei pio'.-.i i,-. shri-ugh itst'om- 
putcr Softwar. Xi :iKigement and 
Infoi niation C'ctii i ^M If) (Schawarc, 
p 50). In 1901 -.tiiiii.M John Kos'kfcllcr 
introduci.ti > hdl tiui; would ensure that 
govcrnineiit i.li-selo|X(! sotiv-ar*- is not freely 
available to publk I f - wanted '.In: ctrpyrighi 
law to exempt soils.are dcveloix'd as a result 
of co-operative lesearch between Icdcral 
laboratories and indiisinal ci»’^paiiies fioin 
being freely available to publ;.. This move 
was criticised and opposed by American 
Civil l.iberiies Union, Insiituie of LIcciiical 
and Flcctronics l.iigiiicci s. I licy contended 
that this would Inn < fiee access and 
was a vii'l.iO'. 1 ) 'i* ptii>li(. lig.ii to have 
access to goviriiii'cni iiiforiiiatioii {Nature, 
Vol 353, 19, Stote.iibcr 91 ciicd in Micro 
Electronics Monuot, No .^'J, February 
1992). 

Die mid lu.i late xus saw many a legal 
battle beii'.i. ' 'ic.l.i out in the courts by 
variou.s sofiw..-,. icveiotiers and producers 
including well i.oowr, names like Lotus, 
Micro Soil, .’\shioii l aic, Apple Computer 
Co, etc. Some of the important cases arc 
briefly described here. 

Ill Whelan A.ssociaies vs Jaslow Dental 
l..aboraiory the court held that copyright 
protection covers sequence, organisation 
and structure of code program although the 
protection cannot be extended to the 
idea or functionality of the piogram. By 
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this program aspects like file and data 
structure, sequences of screen displays 
would also be covered under copyright 
protection. 

In Broderbund Software vs Unison World 
it was held that protection of the source or 
underlying program would cover all 
elements of audio-visual display also. This 
case also set a precedent in determining what 
constitutes ‘look and feel*. The judges said 
(hat Unison program had screen displays 
and commands that were very similar or 
identical to the software developed by 
Borderbund. Thus although there was no 
Outright copying of code, the effect was to 
produce a ‘look and feel' that is very similar 
or identical. This resulted in many suits 
being filed in courts, mostly by big software 
companies against small companies for pro¬ 
ducing look alike software. 

In NEC Corporation vs Intel it was decid¬ 
ed that microcode which controls the se¬ 
quence of operations to be carried out as 
a response to the received instruction would 
also be considered for application of 
copyright protKtion. 

Patent protection to software has al.so 
been extended. Teknowledgc Inc received 
patents for two artificial intelligence pro¬ 
ducts in 1986. In 1989 in an important 
decision the US Patent Office giantcd 
Quarterdeck Office Systems a patent for 
Dcsoview a 'windows'-based multi tasking 
operating enyironm'eni. Some other ex¬ 
amples arc patents for a program that check 
spelling errors, a program to convert one 
programing language to another, manage¬ 
ment control system in multiprugramed data 
processing. Merrill Lynch was given a pa¬ 
tent for a securities brokerage and cash 
management system. A study by OTA (Of¬ 
fice of Technology Assessment) pointed out 
that policy on software protection “is be¬ 
ing made in the courts, virtually on a casc- 
byn'ase basis and the resulting ambiguities 
satisfy no one”. According to Maier, “ihai 
al> software claims are eligible for patents 
unless they simply involve the use of a 
mathematical formula to calculate and 
display a number. Software patentability is 
a de facto reality today as Patents and 
Trademark Office now commonly issue 
patents for software.” It is estimated that 
every year about 200 patents on software arc 
issued. Legal experts point out that courts 
ere inconsistent in applying the law. The Pa¬ 
tent Office differentiates between 
algorithms considered as laws of nature and 
computer algorithms which are patentable 
while mathematical algorithms arc not. But 
in practice it is difficult to distinguish for, 
a computer algorithm could be constructed 
using logical rules and mathematical 
algorithms. A report by National Research 
Council on Intellectual Property Issues in 
Software pointed out that neither copyright 
nor patents have worked well {Science, 
Vol 25.?, July 5, 91). 

So patent protection for software, more 


particularly for algorithms is definitely 
disputable. For exaitiple if a patent is given 
to a software which uses well known 
algorithms does it mean that subsequent 
developers lose their rights to use those 
algorithms in various contexts? Recent con¬ 
troversies over patenting sequences of 
human genome provide an example. Even 
the biotechnology industry fears that such 
extensive and all inclusive patents being 
granted to segments of human genome 
(cDNA). enzymes, etc, would backfire and 
companies would find it impossible to 
develop new drugs or products without 
knowingly or unknowingly using patented 
material. Even the biotech industry concedes 
that such measures to patent anything and 
everything would not be beneficial for 
industry. A similar situation may develop 
in software development.also, wherein com¬ 
panies will not know whether they have u.sed 
a patented algorithm or not. Ultimajely pa¬ 
tent attorneys and lawyers will benefit more 
than the industry and much time and energy 
would be wasted in battles over patents. 
Moreover there is no need that courts in 
various countries should accept the verdicts 
of US courts as the final word in the matter. 

To apply the same rulings given by the 
US courts to all countries without taking 
into account the various other factors like 
public interest, the issue of monopoly would 
amount to surrendering the very right of 
nations to have appropriate rules for soft¬ 
ware protection. 

Under section 301 of US Trade Act in 
the mid-HOs and late 80s the US targeted 
many nations for ‘weak’ and inadequate 
protection of IPRs. As a result many 
nations had to compromise. China agreed 
to amend its laws and provide rules for 
protection o'* Intellectual Property Rights 
in 1992. 

According to the Dunkcl Draft lext 
the protection should be available for 20 
years from date of filing. Further patent 
protection is available for products or 
processes in any field “provided they are 
new. involve an inventive .step and capable 
of industrial application”. The Draft 
Text favours the patent holder and 
its application to computer software 
would create a global regime for software 
protection. 

Schwarc points out, “As software 
industry gradually becomes less labour 
intensive over time, the quality and 
availability of skilled labour will become 
more important than labour costs. Prcs.sures 
on the quality of software labour markets 
will increase competition among NICs and 
developed countries, for skilled labour in 
software production." The implications of 
availability of automated software develop¬ 
ment aids and developments in computer- 
aided software engineering should also be 
considered. With these new tools software 
development is becoming more a skill and 
management intensive industry. Most ap¬ 


plication generators and systems design 
tools incorporate various facilities that 
facilitate quick prototype devdopment for 
testing. If patent protection were to be 
extended to the CASE tools as well as to the 
inbuilt algorithms it would seriously affect 
the development of indigenous CASE 
tools and would reinforce technological 
dependence. 

The real dilemma is how to reward 
innovation without stifling creativity. There 
is also a need to strike a balance between 
the interests of users, society and in¬ 
novators. Anne Branscomb has suggested 
‘soft patents‘ which include modified patent 
rights, monopoly time limits, rules for licen¬ 
sing with registration procedures as a 
solution. 

1'o find an amicable solution it is 
necessary that there should be a national 
dialogue on the i.ssues and to accept Dunkel 
Draft Text in tolo by sacrificing the nation’s 
interests would amount to nothing short of 
accepting a deadly poison as a .safe drug to 
use. Ultimately, it is we the citizens of 
India, who should decide on how best to 
reconcile the interests of .software industry 
and the needs and aspirations of India and 
application of information technology for 
development. 
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Reactions on Ayodhya 

Achin Vanaik 


r/icre are yet too many politicians in the Tory and Labour parties 
whd see Muslim or Hindu religious leaders as ‘neutral' brokers of 
immigrant vote banks and are prepared to give legitimacy to 
organisations which are not in fact strongly rooted in the 
immigrant communities. 


THE Southall Monitoring Croup, one of 
the most important anti-racist grassroots 
organisations in Britain, invited Mushirul 
Hasan, pro vice-chancellor of Jamia 
Millia Islamia University, liinika Sarkar, 
who teaches history at St Stephen’s Col¬ 
lege, Delhi University, and myself, on a 
IMay speaking tour in early March on 
the implications of the Ayodhya conflict 
and the events of December 6. The SMC 
which was originally set up to monitor 
harassment fay the police has extended its 
activities to monitoring racial attacks in 
general, dealing with immigration pro¬ 
blems and domestic violence in the com¬ 
munity. Its years of experience have con¬ 
vinced it that developments in India have 
grave effects among the Indian diaspora 
in Britain as well. No wonder then that 
the SMG took the initiative to set up a 
wider Alliance against Communaiism. It 
is the VHP not tte BJP (which has hardly 
any presence so far in Britain) which is 
leading the way in the propagation of 
Hindu nationalist ideology. 

We talked to the British press, on BBC 
radio and on the famous Sunrise radio 
which caters primarily to British Asians. 
We also addressed meetings in Southall, 
with Ambedkarites, among trade union¬ 
ists and Labour party activists, as well as 
in the student and academic milieu at the 
School for Oriental and African Studies 
(SQAS), the London School of Econo¬ 
mics (LSE). and at the Institute of 
Development Studies, the University of 
Sussex. Unlike the atmosphere in India, 
the general British polKical climate is 
hostile to the idra of mixing religion and 
politics. Secularism is a taken-for-granted 
virtue and strong religious passions on a 
mass scale somewhat incomprehensible. 

It is easy, therefore, for the British 
mainstream media to almost automati¬ 
cally sympathise with Indian secularists 
and to be disturbed at what is happening 
in India today. Bosnia and the sp^ with 
which Serbian contempt for Muslims has 
become hatted and justification for atro¬ 
cities carried out in the name of building 
a Great Serbia, are fresh in the public 
mind. But while the British press and BBC 
radio were ‘naturally* sympathetic, as it 
were; to secular messages, our phone-in 
on Sunrise radio was something of a sur¬ 


prise. After we read out a brief statement 
on the implications of December 6 and on 
the need to affirm secular principles and 
values if our democracy was to survive its 
biggest challenge ever, listeners were in¬ 
vited to phone in for a live discussion with 
us, the panelists. The majority of those 
who phoned in were BJP-VHP supporters 
repeating the same arguments that the 
Sugh combine has so successfully peddl¬ 
ed: “What about the temples in 
Kashmir?" "What about the breeding 
proclivities of Muslims?", "We’ve appea¬ 
sed them enough”, and so on. We were 
told that these responses do not accurately 
reflect popular sentiment in the Indian 
diaspora. Committed Hindu nationalists 
would be more motivated to phone in. It 
was disturbing nonetheless. 

Of all the audiences that we addressed, 
far and away the best was that in Southall. 
This is a remarkable community with a 
militant history. There were VHP sup¬ 
porters present but they largely kept quiet, 
awed by the general mood of hostility to 
communaiism in all forms. The responses 
from the floor were remarkable both for 
their perceptiveness and their Intensity of 
feeling. We were talking to a community 
that has been in the forefront of the anti¬ 
racist struggle, which has been ravaged by 
Sikh communaiism and had triumphed 
over the latter—the Khalistanis have been 
reduced to a small minority in Southall— 
they could clearly empathise with what 
was happening in India and the dangers 
posed to secularism. 

In contrast, though the audiences at 
SOAS and Sussex were informed and 
overwhelmingly sympathetic, they 
nonetheless lacked the depth that we saw 
in Southall. In the audience at LSE there 
was a small group of clearly very well-off 
young Asian students who though having 
little in common with the ordinary, even 
middle class Indian youth at home, had 
clearly bought the VHP-BJP line berause 
of their own identity crisis abroad. This 
group, initially ratim contemptuous of 
our presence, ended up thoroughly con¬ 
fused by what we had to say. The fact of 
the matter vras that they were largely 
unaware of the array of sophisticated 
arguments agaiiul Hindu nationalism and 
they had to be sensitive to the parallels in 


the way white racists rationalise their con¬ 
tempt for blacks (“blacks are being ap¬ 
peased by the liberal sute”) and the way 
Hindu nationalists go on atwut ‘minority 
appeasement’. V D Savarkar’s Hindutva 
logic (full rights only for those for whom 
Fatherland and Holyland is the same) if 
applied to the Hindu diaspora would 
render them second class citizens in the 
very lands where they have chosen to settle! 

Both at Sussex and the LSE. some 
Pakistani students were quick to argue 
that the rise of Hindutva in India was a 
confirmation of the validity of Jinnah’s 
‘two nation thesis’. While th^ appreciated 
our criticisms of Hindutva, they could not 
appreciate our hostility to Jinnah’s thesis 
as the opposite side of the same bad coin. 

Unlike in India, in Britain there is 
among the Indian diaspora a large 
stratum of waverers who can be turned 
against Hindutva by the logic of aigu- 
meni. Also their own experiences of 
racism gives at least a partial inoculation 
against the virus of communaiism. Those 
active in the British labour movement and 
in the anti-racist struggle are acutely sen¬ 
sitive to the fact that neither Islamic fun¬ 
damentalist forces in Britain nor the VHP 
are in the least interested or active in the 
anti-racist struggles or in the struggle of 
working people against the various forms 
of socio-economic oppression in a decay¬ 
ing Britain. The VHP operates almost en¬ 
tirely on the cultural terrain, concerned 
with ‘British Hindus’ getting their ‘dues’ 
as Hindus than with any other aspect of 
immigrant or public life in the country. 

The Ambedkarites whom we met and 
talked with at length were vociferous in 
(heir hostility to the basic Bnhminism of 
the Hindutva brigade They had in fact 
organised a public demonstration against 
Sikander Bakht when he was in England, 
and are in general keen to link up with 
forces like the Alliance against Com¬ 
munaiism which they rightly feel should 
also prioritise the struggle against 
casteism. To the extent that communal 
attitudes have hardened among the Indian 
diaspora, so too have casteist attitudes. 
Finally, there was a small but arrive group 
of secularists of Rikistani origin who have 
waged (heir own struggle against Islamic 
fundamentalists, that we also met. They 
were as keen as the Ambedkarites to forge 
a wider alliance against all kinds of 
communaiism in Britain and by doing 
.so to strengthen the common struggle 
against racism. 

Unfortunately, there arc still too many 
politicians in the Tory and Labour parties 
who think that Muslim or Hindu religious 
leaders/organisations are the ‘natural’ 
brokers for immigmt vote banks and are 
thus prepared to give some legitimacy and 
funding to such organisations wh‘ch in 
fact are not strongly rooted in the immi¬ 
grant communities and offer little beyond 
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cuitural-recreationai facilities and 
systematic disinformation about political 
issues. Bun the most heartening aspect of 
our visit is that in Britain too. the fight 
against Hindutva has begun and that the 


THE Australian general elections on 
Match 13, which returned the Labor f^rty 
to office for the fifth consecutive term, is 
perhaps Australia’s last chance to ic<orient 
its cultural and political perceptions 
towards Asia. Haul Keating, the prime 
minister, constantly calls for closer 
economic co-operation with the region 
but has yet to take steps to have Asia 
accept Australia as her own. The election 
was fought on local economic issues. The 
opposition Liberal-National coalition, ted 
by John Hewson, could not persuade the 
electorate that his prescription was 
workable, and lost. Both parties had their 
own formula to be regarded as one with 
Asia, but in superficial macro-regional 
terms and without understanding south¬ 
east Asia’s cultural overview. Neither tveni 
far enough. 

The Australian conundrum is to be ac¬ 
cepted by Asians—with their unhappy 
experience, in the past, of Australia’s 
piesunted political and cultural superiori¬ 
ty over them—as an Asian country. As 
The New Stmits Times of Kuala Lumpur 
said in an editorial: “Asia would welcome 
Australia to be part of it and not merely 
to exploit the economic vibrancy of this 
region. Keating can proudly claim the 
need to ‘show what Australia is and who 
Aussies are’ and that it is not just a 
derivative culture linked to former home 
lands or a distant, isolated white camp. 
But first, it must prove that it is proud to 
be part of Asia!’ 

There is as yet no evidence that it is. 
Keating has two major problems in this 
regard: he has to convince the Asian coun¬ 
tries that Australia is in Asia; and, more 
important, disabu.se Asians of the pre¬ 
sumption that Australia would end up as. 
in the former Singapore prime minister. 
Lee Kuan Yew’s expressive phrase, ’Asia’s 
poor white trash’. Australia ought to fit 
in consciously with political and cultural 
presumptions of the region and look upon 
ASEAN members as a whole, while main¬ 
taining varying degrees of relationship 


soil there is in many respects much more 
fertile for the kind of secular interventions 
that would deny the Hindutva brigade the 
kind of international respecubility it so 
keenly craves. 


with its members. An ASEAN con¬ 
sciousness exist among its six members— 
Thailand. Malaysia. Singapore, Indonesia, 
Brunei and the Philippines—and they 
work in tandem for their regional and in¬ 
dividual needs. Any attempt to split them, 
as Canberra and, sometimes. New Delhi 
does—would boomerang. 

The ASEAN countries believe, even if 
they do not articulate it, that that con¬ 
sciousness has not yet taken root in 
Canberra. It does not matter if Canberra 
thinks it doe.s: it is what the ASEAN 
capitals think that matters, since it is 
Australia that wants to be part of the 
region. Its private pleading to be includ¬ 
ed in groups that it publicly critici.ses, 
like the East Asian ^‘onomic Caucus 
(EAEC), while stridently backing its 
hobby horse, the Asia Pacific Economic 
Co-operation (APEC), without the sup¬ 
port of those it decides would be its 
members, underscores this dilemma. An 
unwritten pact ensures that any project 
that ASEAN_ heads of government 
accept—as they did EAEC and the Asian 
Free Trade Area (AFTA), among 
others—remains live. The EAEC, which 
the Malaysian prime minister, Mahathir 
Mohamed, espoused, was handled so 
badly that it upset Indonesia, while 
Anand Hinchyarachun. the then prime 
minister of Thailand, handled ARA with 
much fmesse. But both are live ASEAN 
projects. This is not understood in 
Canberra or even in Wuhington. Keating 
ignores EAEC within APEC; and ensures 
ASEAN disinterest in AP^. even if it 
would go along as it often does in 
organisations relating to the region. 

Australia is a member of ASEAN’s 
post-ministerial conference (PMC), but 
the regional view is that it did not take its 
role seriously. New Zealand has a better 
rapport with ASEAN and its six members. 
No Australian prime minister or foreign 
minister has called on his ASEAN 
counterparts on raking office, except 
bilaterally,- unlike Japanese and South 


Jforean leaders. The annual visit of the 
New Zealand defence minister to ASEAN 
gives Wellington a role in the region that 
Canberra does not have. 

Australia would have to change 
dramatically its northern neighbours’ 
perception about the country. As a first 
step, the new prime minister and his 
foreign minister ought to make a round- 
robin call on their ASEAN colleagues as 
soon as possible; however pressing the 
local political problems. Paul Keating lost 
an unexpected opportunity on taking of¬ 
fice last year, since south-east Asia had 
laid much store in his premiership, when 
he declined to do so. So did his foreign 
minister. Senator Gareth Evans, who led 
the Australian delegation to the ASEAN 
PMC but did little else to be accepted by 
his ASEAN colleagues. 

Australia must link herself irrevocably 
t6 ASEAN’s future. Keating, in promoting 
APEC, seems to want a heads-of- 
government meeting, which he wants 
Indonesia to host, knd which could 
discu.ss security matters. He does -not 
realise ASEAN’s disinterest in any 
organisation that takes it for granted, as 
APEC does; that APEC’s other members 
are in it not to make APEC work but to 
ensure that their rivals do not steal a 
march over them. That is, by any criterion, 
a poor basis for regional co-operation. 
That is not so with ASEAN, or the Euro¬ 
pean Community, or even the proposed 
North American Free Trade Association 
(NAFTA). An economic grouping cannot 
work without a political commitment. 
APEC does not have that, which AFTA 
and even EAEC has. Keating could still 
turn Asia to his perception of APEC. On 
hindsight, had he called on his ASEAN 
colleagues after he took office last year, 
he could build on that. Now he would 
have to start all over again, and quickly. 

Ultimately, it is not the vagaries of 
economics that determine Australia’s, or 
any other country’s regional role but a 
conscious political and cultural desire to 
be part of it. Australia’s problem is its role 
as a western satrap on the edge of Asia, 
with a superiority complex that has yet to 
be broken down. ASEAN is unconvinced 
of Canbesra’s oft-stated desire to change. 
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Recovery, Rupture, Resistance 

Indian State and Abduction of Women during Partition 

Ritu Menon 
Kami* Bhaain 

The rending of the social and emotional fabric that took place with the Partition of India in 1947 is still far 
from mended. Each new eruption of hostility recalls the bitter and divisive erosion of social relatidnf between 
Hindus. Muslims and Sikhs. Official and historical accounts of Partition see it as the uitfortunate outcome of 
sectarian and separatist politics and as a tragic accompaniment to the promise of freedom. 

This article, a perspective from the margins, attempts to piece together the fractured reality of the time through 
social histories and tries to communicate an experience of Partition through women who were destituted in one 
way or the other by the events. The material is presented in three voices: the voice of the government, bureaucrats 
and members of parliament, the women themselves and of the social workers to whom the work of, rehabilitation 
and resettlement of recovered women was entrusted. 


tKe substance of this paper is set against 
the background of the Partition of India 
in 1947, the creation of Pakistan, and the 
ensuing turmoil as both countries strug¬ 
gled to cope with the aftermath of divi¬ 
sion. As an event of shattering conse¬ 
quence, Partition retains its pre-eminence 
even today, despite a couple of wars on 
our borders and wave after wave of com¬ 
munal violence. It marks a watershed as 
much in people’s consciousness as in the 
lives of those who were uprooted and had 
to find themselves again, elsewhere. 
Chronologies arc still qualified with 
‘before Partition’ or ‘after Partition’, per¬ 
sonal histories are punctuated with 
references to it, so much so that it some¬ 
times seems as if two quite distinct, rather 
than concurrent, events took place at in¬ 
dependence, and that Partition and its ef¬ 
fects are what have lingered in collective 
memory. Each new eruption of hostility 
or expression of difference swiftly recalls 
that bitter and divisive erosion of social 
relations between Hindus, Muslims and 
Sikhs, and each episode of brutality is 
measured against what was experienced 
then. The rending of the social and emo¬ 
tional fabric that took place in 1947 is still 
far from mended. Official and even 
historical accounts of Partition sec it as 
the unfortunate outcome of .sectarian and 
separatist politics, and as a tragic accom¬ 
paniment to the exhilaration and promise 
of a freedom fought for with courage and 
valour. They have looked at the causes and 
consequences of the division of the coun¬ 
try, analysed the details of the many 
‘mistakes’ and ‘miscalculations’ made, ex¬ 
amined the genesis of the call for a 
Muslim homeland, and so on. But when 
wc start looking tor social histories or for 
accounts that try to piece together the 
fractured reality of the time and of the 
event itself from a non-official perspective, 
a perspective from the margins, as it were, 
we encounter a curious void. Perhaps it 
has been too painful, too difficult to 


separate personal experience from cor¬ 
roborated fact, too haiardous, at least for 
those who tried to record it, to claim 
‘objectivity*. Indeed, so far only some ‘fic¬ 
tion’ seems to have tried to assimilate the 
enormity of the experience. 

For those of us who may or may not 
have lived through Partition but who did 
witness the massacre of Sikhs in 1984 and 
hear the survivors, especially the widows, 
recall the violence and brutality of 1948, 
the question of how such events are 
recorded, and by whom, returns to haunt 
us and acquires greater urgency with each 
subsequent episode. Recent considerations 
of how such accounts are to be written, 
of the place of personal testimony and of 
bearing witness in them, of the desirability 
of reconstrutting biographies or trusting 
memory or the collective retelling of 
tragedy, have highlighted the importance 
of each of these aspects in presenting an 
alternative construction of what took 
place. ‘ They have raised the question of 
the authenticity of such recording— 
individual bias, political stance, ideology, 
class and gender, all become factors that 
are critical to any analysis or representa¬ 
tion. When one is trying to unravel the 
complexity of an event that took place 4S 
years ago but still reverberates in the 
general consciousness, the enterprise 
becomes even more treacherous. But 
without such an attempt, the myriad in¬ 
dividual and collective histories that 
sin.altaneously run parallel to official ac¬ 
counts of historic moments and are their 
sequel, almost inevitably get submerged; 
with them may also be submerged the 
countering of accepted—and acceptable— 
versions, to be buried eventually in the 
rubble of what Cyan Pandey has called 
the ‘aberrations’ of history.’ 

What is presented here is in the nature 
of an exploration, an attempt to com¬ 
municate an experience of Partition 
through those whose voices have hitherto 
been absent in any retelling of it: women 


who were destituted in one way or another 
by the event, as forced mass migrations 
M to an extreme disruption of life at all 
levels and exposed them to a kind of 
upheaval that could only proclaim the 
dark side of freedom. In their recall, the 
predominant memory is of confusion, dis¬ 
location and a severing of roots as they 
were forced to reckon with the twin 
aspects of ‘azadi— bewildering loss; of 
place and property, no doubt, but more 
significantly, of community, of a network 
of more or less stable relationships, and 
of a coherent identity. Overriding all these 
was a violence that was horrifying in its 
intensity, and one which knew no boun¬ 
daries; for many women, it was not only 
‘miscreants’, ‘outsiders’ or ‘marauding 
mobs’ that they needed to fear—husbands, 
fathers, brothers and even sons, could turn 
killers.’ That terrible stunning violence 
and then the silencing pall that descended 
like a shroud around it have always just 
hovered at the edges of history; but the 
story of 1947, while being one of the at¬ 
tainments of independence, is also a 
gendered narrative of displacement and 
dispossession, of large-scale and wide¬ 
spread communal violence; and of the 
realignment of family, community and 
national identities as a people were forced 
to accommodate the dramatically altered 
reality that now prevailed. 

The location of women at the intersec¬ 
tion of all these forces necessitates a shift 
in perspective, such that it enables us to 
look anew at how those apparently fixed 
and defining characteristics of identity like 
community, religion, nationality, im¬ 
pinged on women’s lives and on their very 
beings during the worst of the violence 
and in the years that followed. We propose 
to do so through an examination of 
the Central Recovery Operation of the 
government of India, carried out between 
1948-1956, which sought to recover those 
women who had beqn abducted and for¬ 
cibly converted during the upheaval, and 
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TCHOre incm w iocir reapcnivc iwniiics 
and countries where thqr ‘rightftilly 
belonged'. 

The material is presented in three 
voices; the voice of the government, 
bureaucrats ahd members of parliament: 
the voices of women themselves: and 
lastly, those of the social workers to whom 
the work of rehabilitation and resettle¬ 
ment of recovered women was entrusted. 
By doing so^ we hope to demonstrate how 
ambiguous and conflictual the relation¬ 
ship was between the governments of 
India and Pakistan: between government 
orficers, social workers and the women to 
be recovered: between the state and its 
subjects: between Hindus, Muslims and 
Sikhs: and finally between the women and 
their families and society. We aigue that 
it was a particular construction of the 
identity of the abducted woman that 
determined the entire recovery operation, 
one that raises serious questions regarding 
the Indian state’s definition of itself as 
secular and democratic We further argue 
that the stale, in its articulation of gender 
identity and public policy implicitly and 
explicitly departed from its neutrality in 
assigning values to the ’legitimate* family 
and community ‘honour’ and that it did 
so through a regulation of women’s sex¬ 
uality. Indeed, through legislation, and 
through executive and police action, it ef¬ 
fectively reconstituted the multiple patri¬ 
archies at work in women’s lives within the 
family and community, and as embedded 
in institutions and social mores. Finally, 
it is our contention that it is only when 
this shift of perspective takes place that 
the discourse of the state can be inter¬ 
rogated and its assumed secularily 
challenged. 

Our archive is constituted of extensive 
and intensive interviews with women who 
survived the trauma of dislocation, of 
whom many are to be found in homes, 
rehabilitation centres and shelters even 
today in Punjab and Haryana: in-depth 
interviews with women social workers who 
were entrusted with the work of rescue, 
recovery and rehabilitation: interviews 
with those government officials who were 
in charge of the various agencies that were 
set up to co-ordinate relief and rehabilita¬ 
tion: private papers, diaries and autobio¬ 
graphical accounts of those who were 
engaged in this activity: government 
documents, and reports of fact-finding 
committees, private and public: and the 
Constituent Assembly of India (Legis- 
iativp] Debates, 1949.^ 

I 

The Hindustan-Phkisian Plan was an- 
riounced on June 3, 1947 whereby a new 
political entity. Pakistan, was created, of 
which west Pakistan was to comprise the 
Muslim-majority provinces of Sind, the 
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rxonn-wen rroniier provinces tmwrn 
and 16 districts of Punjab: the remaining 
13 districts of undivided Punjab were to 
be part of India. Although the exact 
boundary line between the two countries 
had still to be determined by the Boun¬ 
dary Commission, the exchange of popu¬ 
lations had started taking place even 
before August IS. Within a week of in¬ 
dependence about II lakh Hindus and 
Sikhs had crossed over from west to east 
Punjab^ and in the week following, 
another 25 lakhs had collected in the 
refugee camps in west Punjab.’ By 
November 6,1947 nearly 29,000 refugees 
had been flown in both directions: about 
673 refugee trains were run between 
August 27 and November 6, transporting 
23 lakh refugees inside India and across 
the border—of these 13,62,000 were non- 
Muslims. and 9,39,000 were Muslims. 
Huge foot conveys, each 30,000-40,000 
strong were organised by the Military 
Evacuation Organisation and Liaison 
Agency to move the bulk of the rural 
population, especially those who still had 
their cattle and bullock-carts with them. 
The estimate is that in 42 days (September 
18 to October 29) 24 non-Muslim foot 
columns, 8,49,000 strong, had cro.sscd into 
India.* By the time the migrations were 
finally over, about eight million people 
had crossed the newly-created boundaries 
of Punjab and Bengal, carrying with them 
memories of a kind of violence that the 
three communities had visited upon each 
other that was unmatched in scale, brutali¬ 
ty and intensity. 

No one, they say, foresaw either the 
rivers of people that would flow from one 
part of Punjab to the other or the blood 
that would be shed as thev were ambushed ‘ 
and killed in the tens of thousands. The 
official estimate of lives lost during Par¬ 
tition is placed at half a million, but the 
number of those destituted would have 
been much higher. The movement of 
refugees, though undertaken with military 
escort as far as possible, was both hazar¬ 
dous and traumatic: convoys were am¬ 
bushed, families separated, children or¬ 
phaned, and women abducted, left as 
hostages or killed by their own families 
in large numbers. Elsewhere, we have 
discussed the specific kinds of violence 
that women experienced at this time both 
within the family and at the hands of the 
‘other’: our focus here is on abducted 
women, and their recovery by both India 
and Pakistan over almost a decade after 
Partition. 

The material, symbolic and political 
significance of the abduction of women 
was not lost either on the women them¬ 
selves and their families, on their com¬ 
munities. or on leaders and governments. 
As a retaliatory measure, jt was simul¬ 
taneously an assertion of identity and a 
humiliation of the rival community 

mi 


inrougn me apptopnaiion or iis women. 
When accompanied by forcible conversion 
and marriage, it could be counted upon 
to outrage both, family and community 
honour and religious sentiments. The fear 
of abduction, or of falling into the hands 
of the enemy compelled hundreds of 
women to take (heir own lives, equal 
numbers to be killed by their own families 
and literally thousands of cithers to carry 
packets of poison on their persons in the 
eventuality that they might be captured. 
And many committed suicide after they 
were released by their captors for having 
been thus ‘used’ and polluted. 

Leaders expressed their concern and 
anger at the ‘moral depravity’ that 
characterised this ‘shameful chapter’ in 
the hi.story of both countries: the fact 
(hat ‘our innocent sisters* had been 
dishonoured was an issue that could not 
be looked upon with equanimity. "If there 
is any sore point or distressful fact to 
which wc cannot be reconciled under 
any circumstances, it is the question of ab¬ 
duction and non-restoration of Hindu 
women. We all know our history’’, said 
one MP in parliament, “of what happen¬ 
ed in the time of Sri Ram when Sita was 
abducted. Here, where thousands of girls 
are concerned, we cannot forget (his. We 
can forget all the properties, we can forget 
every other thing but this cannot be 
forgotten!’ And again, "As descendants of 
Ram we have to bring back every Sita that 
is alive!’^ A letter dated April 4, 1947 
from Nehru to Evan Jenkins, governor of 
Punjab, says: "There is one point, how¬ 
ever. to which 1 should like to draw your 
attention, and (his is the question of 
rescuing women who have been abducted 
or forcibly converted. You will realise that 
nothing adds to popular passions more 
than stories of abduction of women and 
so long as these... women are not rescued, 
trouble will simmer and might bla/e 
out!'" Malik Feroze Khan Noon, on a 
visit to Bihar, made a public announce¬ 
ment that if women were returned within 
a week it would he assumed that those 
returning them had been protecting (hem 
and had not committed any offence.'* 

At the level of polic'y, the first initiative 
was taken at the November 23-25, 1946 
session of (he Indian National Congress 
at Meerut at which a resolution was 
adopted which stated; 

The Congress views with pain, horror and 
anxiety the tragedies of Calcutta, East 
Bengal, Bihar and some parts of Meerut 
district... These new developments in com¬ 
munal strife are different from any 
previous disturbances and have involved 
murders on a mass scale, as also mass con- 
versions...abduc(ion and violation of 
women, and forcible marriage. 

Women who have been abducted and 
forcibly married must be restored to their 
houses; mass conversions have no signifi- 
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canoe or vfeikliiy and people must be given 
every opportunity to return to the life of 
their choice.'*’ 

Communal tension and the ensuing 
violence escalated at such a rapid pace, 
however, especially afta March 1947, that 
on September 3, 1947 leaders and repre¬ 
sentatives of tt)e governments of India and 
Rikistan met and resolved that steps be 
taken to recover and restore abducted 
persons. Thus, on November 17, 1947 the 
All India Congress Committee passed a 
resolution which stated: 

During these disorders, large numbers of 
women have been abducted on either side 
and there have been forcible conversions 
on a large scale. No civilised people can 
recognise such conversions and there is 
nothing more heinous than the abduction 
of women. Every effort must be made to 
restore women to their original homes 
with the coH>peration of the governments 
concerned." 

On December 6, 1947, an Inter- 
Dominion Conference was held |t Lahore 
at which the two countries agreed upon 
steps to be taken for the implementation 
of recovery and restoration with the 
appointment of Mridula Sarabhai as chief 
social worker. The primary responsibility 
of recovery was that of the local police, 
assisted by a staff of one AIG, two DSPs, 
15 inspectors, 10 sub-inspectors, and six 
ASIs.'^ Between December 1947 and Ju¬ 
ly 1948 the number of women recovered 
in both countries was 9,362 in India and 
5,510 in Pakistan. Recoveries dropped 
rather drastically after this date—one 
reason pul forward being the withdrawal 
of the MEO from both territories—and 
it was felt that a more binding arrange¬ 
ment was necessary for satisfactory pro¬ 
gress. Accordingly, an agreement was 
reached between India and Pakistan on 
November 11. 1948. that set out the terms 
for recovery, in each dominion. Ordinan¬ 
ces were issued in both countries, in 
January 1949 Mr India, and May 1949 for 
Pakistan; in the case of India it was to 
remain in force till January 1950, in 
Pakistan, till it was abrogated 

The ofTicial estimate of the number of 
abducted women was placed at 50,000 
'Muslim women in India and 33,000 non- 
Muslim women in Pakistan. Although 
Gopalaswami Ayyangar (minister of 
transport in charge of recovery) called 
these Tigures ‘rather wild', Mridula 
Sarabhai believed that the number of 
abducted women in Pakistan was ten 
limm the 1948 official figure of 12,500." 
Till December 1949. the number of 
recoveries in both countries was 12,000 for 
India, and 6.000 for l^kistan and the age- 
wise break-up was as in the Table.At 
the Constituent Assembly (Legislative) 
session held in December 1949, consider¬ 
able dissatisfaction was expressed at the 


low rate and slow pace of recovery in 
Pakistan, especially from Sind, Baludii- 
sian, Azad Kashmir, and the ‘closed’ 
districts of Gujarat. Jhelum, Rawalpindi 
and Campbellpur. Additionally, there was 
egtreme disquiet at the mention of 2,000 
non-Mudim women being held by govern¬ 
ment servants in Pakistan and at a Cease 
Fire being agreed to in Kashmir without 
n^otiating the return of Hindu women 
abducted there. Some members even went 
so far as to call for “open war to recover 
our sisters and daughters lying helpless in 
nikistan”, or at the very least for retalia¬ 
tory measures, suggesting that only an ex¬ 
change of women be considered—what 
they give is what they will get. 

'M facilitate recovery and because 
the ordinance in India exmied on Dec¬ 
ember 3), 1949, Gopalaswami Ayyangar 
moved a bill in parliament on Decem¬ 
ber 15,'called The Abducted Persons 
(Recovery and Restoration) Bill, for the 
consideration of the house. It extended to 
the United Provinces of East Punjab and 
Delhi, the Patiala and East Punjab States 
Union [PEPSU] and the United State of 
Rajasthan, and consisted of 10 operative 
clauses, which the minister termed “short, 
simple, straightforward—and innocent”; 
relevant clauses ate reproduced below. 

2 fnterpreiaiion: |l) in this act, unless 
there is anything repugnant in the subject 
or context: (a) ‘abducted person’ means a 
male child under the age of 16 years or a 
female of whatever age who is, or imme¬ 
diately before the 1st day of March 1947, 
was, a Muslim and who, on or after that 
dav and before the 1st day of January, 
1949, had become separated from his or 
her family and is found to be living with 
or under the control of any other in¬ 
dividual or family, and in the latter case 
includes a child born to any such female 
after the said date. 

4 Powers of police officers to mover 
abducledpersons- [I] If any police ofTicer, 
not below the rank of an Assistant Sub- 
Inspector or any other police officer 
specially authorised by the Provincial 
Government in this behalf, has reason to 
believe that an abducted person resides or 
is to be found in any place; he may, after 
recording the reasons for his belief, 
without warrant, enter and search the 
place and take into custody any person 
found therein who, in his opinion, is an 
ibducted person, and deliver or cause 
such person to be delivered to the custody 
of tire officer in charge of the nearest 
camp with the least possible delay. 

[2] In exercising any powers conferred 
by sub-section (1) any such police officer 
may take such steps and may require the 
assistance of such female persons as may. 
in his opinion, be necessary for the effec¬ 
tive exercise of such power. 

(5] (2) In making any reguiatkms under 
this section, the Provincial Government 
may provide that a breach thereof shall 


be tried and punished by the odker in 
chaige of the camp in such maimer as may 
be prescribed in the regulations: Provided 
that no abducted person shall be liable to 
be tried in a criminal Court in respect of 
any offence made punishable by aqy 
regulations made under this section. 

[d] Deierminaiion of question whether 
any person detained is an abducted per¬ 
son: (I) If any question aLiges whether a 
person detain^ in a camp is or is not an 
abducted person or whether such person 
should be restored to his or her relatives 
or handed over to any other person or 
conveyed out of India or aliow^ to leave 
the camp, it shall be referred to; and decid¬ 
ed by, a tribunal constituted for the pur¬ 
pose by the Central Government. 

(2] The decision of the tribunal con¬ 
stituted under sub-section (I) shall be 
flnal: 

Provided that the Central Government 
may, cither of its own motion or on the 
application of any party interested in the 
matter, review or revise any such dedskm. 

1 7] Handing over of abducted persons 
to persons authorised- (I) Any officer in 
charge of a camp may deliver any ab¬ 
ducled person detained in the camp to the 
custody of such officer or authority as the. 
Provincial Government may, by general or 
special order, soecifv in this behalf. 

(2) Any officer or authority to whom 
the custody of any abducted person has 
been delivered under the provisions of 
sub-section (I) shall be entitled to receive 
and hold the person in custody and either 
restore such person to his or her relatives 
or convey such person out of Ihdi'.. 

[d] Detention in camp not to be ques¬ 
tioned by Court: Notwithstanding 
anything contained in any other law for 
the time being in force, the detention of 
any abducted person in a camp in accor¬ 
dance with the provisions of this Act shall 
be lawful and shall not be called in ques¬ 
tion in any Court. 

19] Protection of action taken under 
Act: No suit, prosecution or other legal 
proceeding whatsoever shall lie against the 
Central Government, the Provincial 
Government or any officer or authority 
for, or in respect of, any act which is in 
good faith done or intended to be done 
in pursuance of this Act. 

As is evident the bill, although it may 
indeed have been short, was nut as simpk 
straightforward or innocent as the mini¬ 
ster would have the house believe, More 
than 70 amendments were moved by 20 
members in an extended debate on the bill 
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tlwt took « full three days to pass. Every 
clause, sub-clause and section was discuss¬ 
ed thr^bare; and serious objections were 
raised'on everything from the preamble to 
the operative clauses. The main objections 
related to the definition of abductors, and 
the time-frame that the bill referred to 
(March 1, 1947 and January 1, 1949); the 
virtually unlimited powers given to the 
police with complete immunity from en¬ 
quiry or action and no accountability at 
all: the denial of any rights or legal 
recourse to the recovered women; the 
question of children; the constitution of 
the tribunal; camp conditions and con- 
finement^ forcible return of unwilling 
women; unlimited duration for the bill to 
remain in force; and the unequal and dis¬ 
advantageous terms of the agreement for 
India vis-a-vis Pakistan. 

The amendments moved by members 
sought to mitigate many of the gross 
irregularities they pointed out, and to 
qualify or modify certain other procedural 
aspects that were set out. But despite their 
strenuous efforts the minister declined to 
incorporate a single amendment or modi¬ 
fication proposed (bar one, limiting the 
duration of the bill to December I9SI) 
and it was pas.sed, unchanged, on Decem¬ 
ber 19. and notified in the Ofllcial Cia/ette 
on December 28, 1949. 

II 

Even were it desirable, it would be dif 
ficult to present an accurate profile of the 
abducted woman during that turbulent 
time. From the official figures quoted 
earlier, it is clear that of those recovered, 
the majority were below the age of .15, and 
primarily from the rural areas. From what 
we have been able to gather through in¬ 
terviews and some documents, however, 
the circumstances of their ‘abduction’ 
vatx-d widely. Some were left behind as 
hostages for the safe passage of their 
families; others were separated from their 
group or family while escaping, or strayed 
and were picked up; still others were in¬ 
itially given protection and then incor¬ 
porated into the host family; yet again as 
in the case of Bahawalpur state, all the 
women of Chak 88 were kept back, and 
in Muzaffarabad district of Azad Kashmir 
it is said that not a single Sikh male was 
left alive, and most of their women and 
young girls were taken away to the pro- 
vinen. Some changed hands several times 
or were sold to the highest or lowest 
biddier as the case might be; some became 
second or third wives; and very many were 
converted and married and liv«J with con¬ 
siderable dignity and respect. A Sikh 
schoolteacher we met had spent six 
months with a Muslim neighbour in 
Muzaifarabad after the October 1947 raid, 
before she crossed over safely to Srinagar; 
her younger sbter who had been abducted 


could never be located, despite sustained 
efforts by the family and the International 
Red Cross. In the mid-80s she returned to 
Muzaffarabad where she stayed for six 
months, visiting every Hindu and Sikh 
woman who had remained behind, talking 
to them of their lives and circumstances. 
Of the 25-30 women she met, she inform¬ 
ed us that only one could be said to be 
unhappy and in unfortunate circum¬ 
stances. All the others, though nostalgic 
and distressed at not teing able to meet 
their natal family freely, .seemed to her to 
be settled and held in regard both by the 
community and their new families. And 
there were a few among them whose cir¬ 
cumstances had in fact improved. “After 
all”, she remarked “where is the guarantee 
of happiness in a woman's life anyway?" 

It is by no means our intention to 
suggest that the predicament these women 
found themselves in wes not traumatic or 
fraught with an.xiety and uncertainty; 
merely that it would be false to presume 
that their lot was uniformly grim, their 
'abductors’ without exception ‘bestial’ or 
unreliable and craven, and to assert, as 
Mridula Sarabhai did, that recovery was 
“an effort to remove from the lives of 
thousands of innocent women the misery 
that is their lot today and to restore them 
to their legitimate environment where they 
can spend the rest of their lives with 
izzal”'' Nor is it our case that the 
recoveiy effort should never have been 
made: going by the few accounts that exist 
and on the basis of the interviews we have 
conducted with women themselves and 
those whose care they were entrusted to, 
the majority of women recovered were re¬ 
habilitated in greater or smaller measure 
or restored to their families. Our purpose 
here is to look beyond these at the many 
discordant notes that were struck in the 
process of recovery; at the conflicting 
claims that were made and voices that 
were raised; at the silence that was almost 
unfailingly impo.sed on the women after 
the event, and at what all these tell us 
about the particular vulnerability of 
women in times of communal violence 
when each one of their identities—gender, 
community and nationality—is set up 
against the other and contested. 

Let us listen then to what the women 
themselves have to say of their experience. 
Two accounts, one by a social worker who 
was the superintendent at Gandhi Vanita 
Ashram, Jalandhar,for several years 
and worked with recovered women, 
and the other of an abducted woman 
recovered in 1956, are illustrative In a per¬ 
sonal interview with us the social worker 
recounted. 

(1) Some time in 19501 was required to 
escort 21 Muslim women who had been 
recovered to Pakl.stan. They did not want 
to return, but the Tribunal had decided 


that they had to go. They were young, 
beautiful girls, and had been taken by 
Sardars. They were determined to stay 
back because they were very happy. Vfe 
had to use real force to compel them to 
go back. I was very unhappy with this 
duty—they had already suffer^ so much, 
and now we were forcing them to return 
when they just didn’t waiil io go. 1 was 
told, “ty Ian aiveyeen raula pa raiyan ne, 
enada'ia phuisla ho chuka hai enanu la 
hhejna hi hai." (“The.se girls are simply 
creating a commotion for nothing, their 
ca.se has been decided and 'hey have to be 
sent back!’) 

The girls were desperate. The news got 
around and I received two anonymous 
letters saying, “If you take our women 
away to l4ikistan we will kidnap you too!’ 
Those women cursed me all the way to 
Amritsar, loudly and continuously. When 
we reached Wagah, it was evening and we 
found that there were about IS other 
jeeps that had also accompanied us—all 
belonging to their relatives! They were 
hoping that should any one of the girls 
manage to c.scapc, they would pick her up 
and take her back. As far as I could st*e, 
they were all Sikhs. I told the Pakistan SP 
who was with me that to transfer them at 
this point into l^kistani jeeps was a risky 
business—he girls will raise a real hue and 
cry and.wc won’t he able to test rain them. 
Wc had no lady police—you sec, in tho.se 
days there were haidly any -and I won’t 
allow the policemen to manhandle any 
woman, whether she’s Hindu oi a 
Muslim. And if they resist, we will have 
no choice but to use force. Now our jeeps 
couldn’t go across without permission. 
Eventually wc managed to get cleared, and 
as soon as we reached Pakistan, the.se 
same women i'. ho had made such a com¬ 
motion, became absolutely quiet. This the 
Pakistan SP had already told me. 

Naturally, as soon as wc reached Pakis¬ 
tan, the women realised their complete 
helplessness—what else can you caP it? It 
was complete helplessness, they had been ■■ 
transfeircd from one set of butchers 
(‘lucsais’) to another.. what could they do? 

When the jeeps came to a halt, the SP 
dismounted, went round to the back of 
the jeeps, opened the door and rained 
abuses on those poor women. He shouted 
at them and said, “Now tell me, which one 
of you wants to go back to India? Tell me 
and l‘ll lei you off right now to find your 
way back, let ms sec how far you gel!’ 

1 he> shouted back at me—after all, I was 
the one who had brought them-they kept 
saying, “Why are you destroying our 
lives?” Earlier, when 1 had brought them 
from Jalandhar jail saying, this is a 
government agreement, our girls are also 
being returned, they had shouted at me: 
“Who are you to meddle in our lives? We 
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don’t know ^u. what business is it of 
yours?" 

In Lahore, the camp for recovered 
Muslim women was in the Women's 
Penitentiary. When we reached there, the 
women got down hnd each one of them 
made a burqa of her chunni and emerged 
\nparda. They knew that if they protested 
nowfi they would regret it. 

(2) S is 38, a sturdy Punjabi woman 
from Mirpur (in Azad Kashmir). Ab¬ 
ducted by Muslims when she was about 
IS or 16 years old she lived in Pakistan till 
1936 when she was recovered by the 
military at her brother's insistence, and 
brought to Jalandhar. She was, happily 
married in Pakistan to a man in the police 
service, had three children—two girls and 
a boy—whom she brought with her. 

S was returned to India very much 
against her wishes. We were told that after 
she came back, she refused to see her 
brother, did not leave the ashram, socialis 
ed very little with the women there and 
almost never spoke of her life in Pakistan, 
except to say that she had been well- 
treated and was content, and that her 
children were well looked after. In the 
ashram she educated herself, took a 
degree in Hindi Visharad, si Tted to teach 
in a local school, and in May 1990 retired 
as its headmistress. She now lives in a 
house that she has built herself, with 
her widowed daughter and her son and 
daughter-in-law. 

S was eloquent about her present life, 
spoke with pride about having been able 
to stand on her own feet, and of being 
helped greatly by the ashram and the 
women there, but absolutely refused to 
speak of her past. "Dofa karo" she kept 
saying, “hun ki yaad karna kai. Dafa 
kara Main sab bhula dilia hai. Hun main 
izzat nal rah mhin aan, main kyon pura- 
nian gallan yaad karniyan ne. Mere bac- 
cheyan nu vi nahin pala. Hun sudhar 
nahin ho sakda, kuj nahin ho sakda." 
(“Leave it What use is it recalling the 
past? Forget about it. I've banished it all 
from my mind. I lead a respectable 
[honourable] life now, why look back to 
the past—even my children don’t know 
anything about it. Nothing can be done 
about it now. It can’t be resolved.”) It is 
all over now, she seemed to be saying, her 
past as well as her struggle to come to 
terms with her life. For years she believed 
in no religion and no god, till very recently, 
when she join<^ a Radha Soami sect. 

(3) K was 16,'and had gone to visit her 
grandparents in village Hattiyan Dupatta 
(Muzaffarabad district of Azad Kashmir), 
when she was picked up by the Kabailis 
(tribals). She, passed from one man to 
another, tried to commit suicide by 
throwing herself off the roof of her 
captor’s house, but was caught and taken 
away by a 'zaiidar'. She was rescued by her 


parents’ erstwhile neighbour, a patwari, 
who kept her in his house for some time 
before he persuaded her, for her own 
safety, to marry his son who was in fact 
younger than her. 

Her father went to Lahore, stayed there 
for three months and tried to trace her 
through the Red Cross, but failed. When 
they Hnally managed to make contact with 
her, he went again to Pakistan and tried 
hard to persuade her to return; She did 
indeed journey to Lahore to meet him, but 
refused to return because she was carrying 
her husband’s first child. Her father 
returned, heartbroken and minus his 
daughter, and died shortly thereafter. 

K had two sons and four daughters, 
command^ great respect in her family 
and community and according to the 
accounts of those who visited her, lived 
well and with great dignity. She had com¬ 
plete ‘azadi’, we were told, didn't believe 
in Islam, was not obliged to read the 
Qoran or say her 'namaaz'. The common 
description of her was that she was like 
a ‘dervesh’ whose words had an almost 
oracular importance. She never moved out 
without a pistol (is supposed to have shut 
dead three intruders who entered her 
house when she was alone), always kept 
a lathi by her side, was quite militant— 
and wrote reams of mystic pMlry. 

K's brother, who we met, said she was 
filled with longing for her family after she 
met her father, and wrote and wrote and 
wrote, letters that spoke hearirendingly of 
the wall of separation that had come 
between them, of the misfortune that 
divided them forever. 

Who has aimed these arrows of separation? 

Neither you, nor me. 

He has released these arrows of separation 

That forever divided you and me. 

When her brother wrote once that for 
them she was forever lost, she responded 
with. “How can you talk of purity and 
honour? How can you denounce me for 
what was no fault of mine?” When he 
visited her 40 years later, she sat guard by 
his bedside, all night, every night, for the 
two months that he stayed with her. But 
she did not visit them in India even once, 
nor did she even return to their ancestral 
village in Muzzafarabad. 

These three narratives (as well as the 
disputed cases heard by the Tribuhal, and 
.he several stories we were told of women 
who had managed to escape from the 
transit camps on both sides) offer clear 
clues regarding the particular circum¬ 
stances of abducted women’s lives and the 
individual adjustments they made in order 
to achieve a degree of equilibrium that 
would enable them to uke up the threads 
of living again. At the same time they are 
an indication of the strong tesisumce and, 
often refusal of many women to conform 
to the demands of either their own 


families or their governments, to fail in 
line with their notions of what was legiti¬ 
mate and acceptable. Some women who 
resisted returning to their countries 
resorted to hunger strikes, others refused 
to change out of the clothes they had been 
wearing either when they were recovered 
or when they had been abducted. Their 
protest could be powerful pad searing. 
One young recovered girl confronted 
Mridula Sarabhai thus: “You say abduc¬ 
tion is immoral and $o you are trying to 
save us. Well, now it is too late One 
marries only once—willingly or by force. 
We are now married—what are you going 
to do with us? Ask us to get married 
again? is that not immoral? What hap¬ 
pened to our relatives when we were ab¬ 
ducted? Wherd were they?... You may do 
your worst if you insist, but remember, 
you can kill us, but we will hot go”'^ 
The challenge posed by (hose 21 
Muslim women to the social worker— 
“Who are you to meddle in our lives?” 
was a challenge directed at the state itself, 
a state that had already lost any legitimate 
claims it might have made to intervene in 
their Iwes by its complete failure to pre¬ 
vent the brutality and displacement that 
accompanied Partition. “There was so 
much distrust and loathing fo' us in their 
hearts”, we were told by a social worker 
who was Rameshwari Nehru’s right hand 
for 18 years, “they would .say—if you were 
unable to save us then, what right have 
you to compel us now?” To assurances 
that they were India’s and Bandit Nehru’s 
daughters aiid that the government was 
duty-bound to look after them, they 
retorted angrily, “is this the freedom that 
Jawaharlal gained? Better that he had 
died as soon as he was bom—our men 
have been killed, our homes destroyed^' 

For those who were recovered against 
their wishes—and (here were many—the 
choice was not only painful but bitter. Ab¬ 
ducted as Hindus, converted and married 
as Muslims, recovered as Hindus but re¬ 
quired to relinquish their children because 
they were born of Muslim fathers, and 
disowned as ’impure’ and ineligible for 
membership within their erstwhile family 
and community, their identities were in a 
continual state of construction and re¬ 
construction. making of them, as one 
woman said to us, 'permanent refugees'. 
We were told that often, those women who 
had been atondoned by sheir families and 
subsequently recover^ from Pakistan, 
simply refused to retufn to their homes, 
preferring the anonymity and n^ve auto¬ 
nomy of the ashiam to a now ahen family. 

HI 

In all, approximately 30,000 women, 
Muslim and non-Muslim, were recovered 
by both countries over an dght-year 
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period. Ahhough most of (he recoveriei 
were carried out between I947>S2. women 
were being returned to the two countries 
as late as I9S6, and the act was renewed 
in India every year till 19S7, when it was 
allowed to lapse. Recoveries were more or 
less abandoned in the two or three years 
prior to this, largely because Mridula 
Sanbhai came in for some adverse criti¬ 
cism, and resigned. The total number of 
Muslim women recovered was signifi¬ 
cantly higher—20;728 than the 9,032 
non-Muslims. 

On January 16, 1948, Nehru made a 
public appeal through the newspapers, in 
which he said: ‘T am told that there is an 
unwillingness on the part ol their relatives 
to accept those girls and women (who 
have been abducted) back in their homes. 
This is a most objectionable and wrong 
attitude to take and any social custom 
that supports this attitude must be con- 
deihned. These girls and women require 
our tender and loving care and their 
relatives should be proud to take them 
back and give them every help!"* 
Mahatma Gandhi who, after the 
Noakhaii riots of October 1946, had 
resolved to go and "wipe away the tears 
of the outnpgU womanhood of Noakhaii" 
expressed similar sentiments. He said, “I 
hear women have this objection that the 
Hindus are not willing to accept back the 
recovered women because they say that 
they have become impure. I feel that this 
is a matter of great shame. That woman 
is as pure as the girls who are sitting by 
my side And if any one of those recovered 
women should come to me then 1 will give 
them as much respect and honour as I 
accord to these young maidens!"* 

Quite early in the recovery process, 
social workers came up not only against 
resistance on the part of families or of the 
women to be claimed, but also against 
those whose status could not easily be 
determined. These were the disputed 
cases, and generally consisted of those 
who said they were in either country out 
of choice, had voluntarily stayed'back, or 
had been married to either a Hindu or a 
Muslim as the case may be; before August 
IS, 1947. There is no doubt that many 
were compelled or coerced into saying so 
for a variety of reasons, but it is also clear 
from the cases that came up before the 
joint tribunals that there were enough who 
protested against forcible recovery in 
the only way open to them—refusal to 
comply. 

In a letter dated March 3, 1948 to K C 
^Mgy, Jawaharlal Nehru wrote: 

I have just had a telephone message from 
Sushila Nayyar from Patiala. She told me 
that a great mrqoriiy of the (Muslim) 
women recovered refu.sed to leave their 
new homes, and were so frightened of 
being taken away forcibly that they 


threatened to commit suicide: Indeed, last 
night 46 of them ran away from the camp 
through some back door. This is a difTicuit 
problem. I told Sushila that she can assure 
these women that no one is going to send 
them forcibly to Rikistan, but we thought 
it desirable for them to come to Delhi so 
that the Pakistan High Commission and 
others could then Hnd out what their 
desires were. This would finally settle the 
question. In any event I assured her that 
we would not compel any girl to be sent 
to Pakistan against her wishes.^" 

The question could not so easily be laid 
to rest, however, for the issue bwame a 
matter of prestige for both countries; how 
many Hindu and Muslim women were 
returned and in what condition, and how 
the authenticity of conflicting claims was 
to be established gradually took prece¬ 
dence over the humanitarian aspects of 
recovery. The issue, in addition to being 
focused on the itlentity of the women as, 
of course, being either Muslim or Hindu, 
also extended to their being citizens of 
their 'respective countries’, needing to be 
reclaimed. Kamlabehn Patel, who worked 
in the Lahore camp for four years in close 
association with Mridula Sarabhai, told 
us: “The identification was done accor¬ 
ding to the countries they belonged to, this 
one is Indian, this one a Pakistani. Parti¬ 
tion was internally connected with Islam, 
the individual, and the demand for a 
separate homeland. And since this label 
was attached, how could the women be 
free from it?” Speaking of the disputed 
cases, she continued, "The government of 
India said any person abducted after the 
31st of August, either women or children, 
must go to their re.spective countries, 
whether they desire to or not!’*' 

The major part of the recovery opera¬ 
tion extended up to I9S2, although as 
mentioned earlier, women were bdng 
claimed and returned as late as 19S6 
through official channels. The public ap¬ 
peals made by Gandhi and Nehru indicate 
that the number of families unwilling to 
accept women who had been ‘defiled’ by 
the Muslims was by no means insignifi¬ 
cant; according to one social worker, the 
problem became so pressing that (he 
ministry of relief and rehabilitation was 
constrained to print and distribute a pam¬ 
phlet that sought to educate the public on 
the subject: it said that just as a flowing 
stream purifies it.seir and is washed clean 
of all pollutants, so a menstruating 
woman is purified after her periods. 
Similarly, the All India Women’s Con¬ 
ference Report of its 21st session in 
Gwalior mentions that the Delhi Branch 
organised public meetings in different 
localities during Recovery Week in l^ru- 
ary 1948. It says, "Some of the office 
boucis and a few members did propaganda 
work in connection with abducted women 


by goigg about in a van through streets 
of New Delhi and speaki^ to the public 
on loudspeakers!’ No details of this propa¬ 
ganda are given hut one can guess its con¬ 
tents without being too far off the mark. 

The anticipation of just such a rejec¬ 
tion by (hat very family and community 
that was to provide them succour was one 
reason why many women resisted being 
recovered. Kamlabehn says, “The women 
who came to our camp put us this ques¬ 
tion: Where will we go if our relations 
don't keep us?" And we used to reassure 
them that, you are India’s daughter. 
Pandit Nehru’s daughter, and as such the 
government is duty-bound to look after 
you. We shall keep you in a camp!’** 

Pregnant women were obviously more 
vulnerable than others. Kamlabehn told 
us that lists of all the pregnant women 
would be made and sent to Jalandhar; 
(here, the women would be kept for three 
months or so, be given a complete ‘medi¬ 
cal check-up’ (a euphemism, we soon 
learnt, for an abortion, illegal at the time) 
and only then be presented to their 
relatives, “because”, she said, “if they 
came to know that the woman is pregnant, 
they would say, let her stay in the camp 
and have her child!' 

Meanwhile the government passed an 
ordinance to say that those women whose 
babirs were bom in Pakistan after Putiiion 
would have to leave them behind, but 
those whose children were born in India, 
could keep them. According to Kamla¬ 
behn: “For the government this was a 
complex problem. In Indian society, a 
child born to a Hindu mother by a 
Muslim father was hardly acceptable, and 
if the relatives of the women did not 
accept such children, the problem of 
rehabilitation of a large number of women 
and children would arise!' A special con¬ 
ference was held in Lahore to discuss the 
implications of this, where the opinion of 
a majority of the social workers was that 
it would be wise to leave all such children 
with their fathers instead of allowing their 
mothers to bring them over to India, 
where eventually, they wen likely to end 
up in orphanages. A senior civil servant, 
a joint secretary in the ministry of relief 
and rehabilitation, said the only practical 
solution was to treat such children as ‘war 
babies' and not be guided by emotional 
considerations while arriving at a decision 
in this regard: It was only a sharp dif¬ 
ference of opinion between Rameshwari 
Nehru and Mridula Sarabhai on the issue; 
and (he insistence of those social workers 
who opposed such a callous solution to 
the problem, that saved the day for the 
women. A compromise was arrived at 
whereby the women would take their 
children with them to Jalandhar and, after 
IS da]n. decide whether they wanted to 
keep them or not. “It was our experience". 
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says Kammobehn, "that most of the un¬ 
married young mot hers weie not keen to 
pan with their infants... and older women 
were not keen to take their children, for 
they had other children esrUei!' 

When the question of separating 
women from their children arose and was 
sought to be decided ‘practically* and 
'unemotionallyKammobehn told us "1 
said to Mridulabehn that I would not 
attend this rnming because my opinions 
are the opposite of yours. I will say frankfy 
what I feel about this matter at the meqf- 
ing, otherwise I will not come..Mridula- 
behn was worried about the future of 
these gills: how to setde them, who will 
marry them? Rameshwari Nehru was of 
the opinion that if they were Muslims 
themselves, why should they leave their 
children in India? So I said in the meeting: 
the soldiers responsible for their birth go 
back tc their respective countries and the 
infants have to be brought up by their 
mothers. Nobody separates them from 
their mothers. The sralwarts and the 
seasoned social workers like Rameshwari 
Nehru should therefore visit Lahore and 
impart necessary training for separating 
the child—on our part we had neither the 
strength nor the capability for that work. 
If all of you do not approve of my sug¬ 
gestion, I would like to dissociate myself 
from this workV 

Before long, strong differences between 
Rameshwari Nehru (who opposed fordble 
recovery) and Mridula Sarabhai (who 
wished to press on) began to surface; 
Mridula Sarabhai believed that no woman 
coiild be happy with her abductor, 
Rameshwari Nehru, not so. Within a few 
months of recovery work having been 
undertaken systematically, she advised the 
government to. stop it altogether because 
she was convince!' that “we have not 
achieved our purpiise... Figures alone are 
not the only criterion against which such 
work should be judgedV Viewed from the 
“human and the women’s angle”, as she 
proposed to do, removing (the women] 
them from the homes in which they were 
no-w .settled would “result in untold mi.scry 
and suffering". From whai she could 
gather, the number of such women was 
‘appreciably great’; moreryver, there was no 
way of ascertaining what happened to the 
women once they were recovered and 
returned. “By sending them away we have 
brought about grief and the dislocation 
of their accepted family life without in the 
least promoting human happiness”, she 
said. And finally, the woman's will was 
not taken into consideration at all; she was 
“once again, reduced to the goods and 
chattel .Status without having the right to 
decide her own future or mould her own 
life!’ Her plews found few supporters and 
little sympathy within officialdom, how- 


ewr, and in July 1949 die resigned as 
honorary advisor to the ministry of relief 
and rehabilitation.^ 

It would be incorrect to claim that the 
social workers all spoke in one voice, or 
that they did not also subscribe to prevail¬ 
ing notions of ‘difference’ between 
Muslims and non-Muslims in the matter 
of ‘honour* and acceptability, and of 
social—and government—responsibility 
in the task of restoring these women to 
a life of ‘dignity’. Indications are that they 
carried out the search and ‘rescue’ mis¬ 
sions with some perseverence, especially 
in the first flush of recovery; in time, 
however (and this factor assumes signifi¬ 
cance in the light of what is discussed 
later) and with first-hand experience of 
the implications of their actions, they 
began to express their disagreement with 
decisions that they believed worked 
against the women and rendered their 
situation even more precarious. Indeed, 
when it seemed to them that the women’s 
plight was particularly poignant, more 
than one social worker admitted to having 
‘helped’ them ‘escape’ the police and 
bureaucratic net. In'December 1949, 
Mridula Sarabhai was constrained to 
point out that ‘‘the approach of the 
people and even the social workers is not 
correct. Public opinion must assert that 
the honour and dignity of women will be 
respected and that in our country abduc¬ 
tion will not be tolerated”, as it was “in 
itself, immoral, apart from its being 
criminal.. 

These differences direct us to examine 
the role played by social workers in the 
recovery operation and the triangular rela¬ 
tionship that developed between the 
government, the women to be recovered 
and the intermediaries. That this relation¬ 
ship was ambivalent and became increas¬ 
ingly troubled is, we would suggest, 
precisely because the government’s con¬ 
struction of the abducted woman’s iden¬ 
tity was being called imp question. It vras 
a construction that defined her, first and 
foremost, as the member of a community 
and then invested her with the full respon¬ 
sibility of upholding community honour; 
next, it detiM her any autonomy whatever 
by further defining her as the victim of 
an act of transgression which violaled that 
most critical site of patriarehal contioi— 
her sexuality. Fbr an elaboration of this 
however we need to return to the biil, the 
circumstances under which it vnu fm- 
mulated and the debates around it. 

IV 

The Recovery Operation of the govern¬ 
ment of India, mbeit humanitarian and 
welfarist in it! objectives, was nevertheless 
articulated and implemented within the 
parameters of two overriding factors; first. 


the rdationship of the Indian state with 
Pikatan and second, its assumption of 
the role of 'parens patriae’ vis-a-vis'the 
women who had bera abducted. As the 
former, it was obliged, as a ‘responsible 
and civilised’ government of a civilised 
country to rightfully daim its subject- 
citizens; as the letter it was morally bound 
to rciocaie and restore these sfme subjects 
within their family, community and coun¬ 
try. This dual role and responsibility 
simultaneously cast Pskistan itself is the 
abductor-onintry and India as the parent- 
protector, safeguarding not only her 
women but, by extension, the inviolate 
family, the sanctity of the communitj^ and 
ultimately, the integrity of the whole 
nation. Additionally, and recurrently, the 
moral, political and ideological impor¬ 
tance of India’s secularism was hdd up as 
an ideal that had to be vigorously cham¬ 
pioned and defended. 

"Fbr me”, said Mridula Sarabhai, 
“recovery work is not only a humanitarian 
problem, it is a part of my political 
ideology. The policy of abduction as a 
part of the imliatory programme has 
given a setback to the basic ideals of a 
secular state and Janata Raj!’ Her state¬ 
ment is pertinent not only because it 
reflect^, in general terms, government’s- 
-and the Indian state’s—own image of 
itse|f, but because she was, practically 
speaking, the driving force behind the 
moving of the 1949 bill—just as earlier, 
the inter. Dominion Agreement of Novem¬ 
ber *1948 had been based largely on a 
14-page document drawn up by her and 
handed over personally to Liaquat Ali 
Khan.^’ Her proximity to Gandhi and 
Nehru invested her with an authority, 
minus political accountability, that she 
brought into full play on the issue of 
recovery, which operation bore her stamp 
as much as it did that of the government’s. 

For the government, as for many 
leaders, Pakistan’s intentions as far as the 
restoration of women was concerned, 
never quite squared up with its perfor¬ 
mance. They disallow^ the MEO from 
conducting recoveries after July 1948; < 
were tardy in promulgating an ordinance 
based upon the November 1948 agreeme n t; 
appeared hot to be qp-openiting on the 
sp^y recovery of those whose details 
had bm furnished by the Indian govern¬ 
ment; desisted from taking action against 
those government servants who were sup¬ 
posed to have possession of 2,000 women, 
and failed to ensure that their police and 
social workers honoured the sfHrit and 
letter of the agreement. Members of the 
house continually urged the minister to 
impress upon the government the need to 
put greater pressure on Pikistan for this, 
purpose; one, Duigabhai from Madras, 
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e¥tn wenisofkriulosay, “Duuiks to the 
leodenhip in our country, we have been 
able to set social workers who are not only 
public-spiriied but non-communal in their 
outlook, and therefore; they are inspired 
by the noble example set up by the Rither 
of the Nation and also other leaders 
whose support and help are available in 
plenty for recovery activity...** And 
another. Pandit Thakur Das Bha^va 
declared, **...so far as we are concerned, 
we know how to honour our moral obliga¬ 
tions”^ implying of course, that the 
Pakistanis did not. Although some token 
concessions were made regarding moral 
lapses on the part of the Indian people— 
**^ ate not the monopolists of virtue and 
the people in the other dominion are not 
the monopolists of vice—we are as guilty 
as they have been””—no one seriously 
questioned their own claims of being 
secular, non-communal or motivated by 
anything other than humanitarian and 
noble considerations. The terms within 
which the debate was conducted, however, 
reveal individual as well as commonly- 
held biases that make it clear that the 
communal dimension of the issue was 
never lost sight of and that it crystallised 
around questions of forcible conversion, 
marriage, children and the legitimate 
family, forcible return and recovery, and, 
marginally, fundamental rights. It should 
also be mentioned that although the bill 
under consideration referred to Muslim 
women abducted by Hindus and Sikhs, ii 
seemed to be Hindu and Sikh women in 
Pikistan who were the real subjects of the 
discussion. 

It was generally assumed that all ab¬ 
ducted women were victims, being held 
captive; and wanted nothing more than to 
be restored to their original farfiilies as 
soon as possible. **Women or abducted 
persons are rescued from surroundings 
which, prima facie, do not give them the 
liberty to make a free choice as regards 
their own lives”, said Gopalaswami 
Ayyangar in parliament. **The object of 
this legislation is to put them in an 
environment which will make them feel 
free to make this choice!* 

Durgabhai, supporting the move, went 
a little further; **Qucstion$ are asked; 
Since these women are married and settl¬ 
ed here and have adjusted themselves to 
the new environment and their new 
relatives, is it desirable that we should free 
them to go back? May I ask, are they 
really happy? Is the reconciliation true? 
Can there be a permanent reconcilia¬ 
tion?. .. Is it not out of helplessness, there 
being no altenwtive; that the woman con¬ 
sents or is forced to enter into that sort 
of alliance with a person who is no more 
than the murderer of her very husband, 
her very father or her brother? Can she 


be happy with that n»n?... Is she not the 
victim of everyday quarrels in that house? 
The social workera can testify.. .that such 
a woman only welcomes an opportunity 
to get back to her own house... Sir, it may 
be that she has refused to go back. But 
on what grounds is this refusal based? 

.. .On a fear complex, on the fear of 
social customs and.. .that her relatives 
may not take her back!' 

Other members disagreed and demur¬ 
red at the arbitratV powers being given to 
the TKbunal to decide who was or was not 
abduaed and should be sent back. Pur- 
•nima Banerji cautioned the government 
against being over-zealous: “Time has 
passed and in between (these girls) have 
lived in association with one another and 
have developed mutual attachment as... 
couples... Such girls should not be made 
to go back to countries to which they 
originally belonged merely because they 
happen to be Muslims or Hindus and 
merely becau.se the circumstances and 
conditions under which they had been 
moved from their original homes could be 
described as abduction!’ 

Mahavir Tyagi in fact, declared that 
such a recovery was the real abduction, 
legally speaking; *'... my feeling is that 
already violence has been committed on 
them once ... would it not be another act 
of violence if they are again uprooted and 
taken away to the proposed camps against 
their wishes?” To this theminister replied. 
**... there has been hardly any case where 
after these women were put in touch with 
their original fathers, mothers, brothers 
or husbands, any one of them has said she 
wanted to go back to her abductor—a 
very natural state of feeling in the mind 
of a person who was, by exercise of coer¬ 
cion, abducted in the first place and put 
into a wrong environment!* Despite the 
urging of some members that some 
mechanism be devised to ensure that no 
unwilling woman was forced to return to 
her country, the minister declined to do 
so, simply giving his verbal assurance that 
no compulsion or coercion would be used, 
and adding, “I have not come acr.oss a 
single case of an adult abducted woman 
who had been recovered and who was 
pushed into F^ikistan against her will” The 
clause in question was puf to the vote, and 
passed by the house. 

The two governm^ts had agreed that 
neither forced conversion^ nor forced 
marriages would be recognised by either 
government. It followed that all children 
bom of such unions would then be il¬ 
legitimate, and for the purpose of the bill 
were defined as 'abducted persons’ if they 
happened to be born to any able woman 
within the time-frame set out in it. Now, 
those very members who had protested 
that no forcible recovery or return could 


be countenanced, and those who believed 
that every abductor had been guilty of a 
'shameful crime’, was a murderer and 
could not be relied upon to provide either 
security or dignity to the woman he had 
forcibly converted and married, found 
that there were no grounds for their 
children to be treated as abducted persons. 
Why should they all be fofced to go to 
Pakistan? they asked “You must realise!’ 
declared Thakur Das Bhargava, “that all 
those children born in India are the 
citizens of India. Supposing a Hindu man 
and a Muslim woman have married. Who 
should be the guardian of the offspring? 

... Now when a Muslim girl is restored, 
she will go to Pakistan; she ihay change 
the religion of that child... The child will 
be considered illegitimate and is liable to 
be maltreated and killed. Between father 
and mother, who is entitled to guardian¬ 
ship? ... If the father insists that he 
would look to the interests of the child 
and vvill see that it is properly brought up, 
I do not understand why by executive ac¬ 
tion that child should be given to Pakistan 
merely because we have written these 
words here in the ordinance” Other 
members differed. “Our society is dif¬ 
ferent from Muslim society!’ said 
Brajeshwar Prasad from Bihar. “Mv friends 
(Pandit Bhargava and Jaspat Rpy Kapoor) 
made the suggestion that the children of 
such abducted women should be allowed 
to go back to Pakisun. May I know 
whether ihese children are regarded as 
legitimate? They are illegitimate in the eyes 
of the law... our Hindu society has no 
place for illegitimate children” He vrent 
on to say, “I do not know how a child 
born of a man and a woman can ever be 
illegitimate... but we have to take facts 
as they are... such children if they are to 
live in India, will remain as dogs...” 

Yet others cautioned that if the govern¬ 
ment did indeed regard such marriages as 
illegal and. consequently, the children as 
illegitimate then, according to the law, 
only the mother could be the legal guar¬ 
dian of illegitimate children. Those who 
professed to speak on behalf of the ab¬ 
ducted women admitted that the abduc¬ 
tor had been guilty of “highly reprehen¬ 
sible conduct; but let us look at the ques¬ 
tion from the point of view of the ab¬ 
ducted woman. The children to her, are 
a sign of her humiliation, are unwanted, 
and if she returns to Pakistan... I think 
we may feel almost certain that they will 
not be treated as members of their 
mother’s family... why should they not 
then be retained in this country where 
their father whatever his original conduct 
might hare been, is prepared to claim 
them as his own?” 

Moreover it was'the opinion of yet 
others that if the Pakistan Ordinance had 
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no provision for the return of children, 
why then should the Indian one? “It 
should be left to the discretion of the 
authoritie.s to decide which children 
should be retained and which ... sent 
awayf’ 

Once again the minister assured the 
members that . .the mere inclusion of 
children in the definition of abducted 
persons'does not mean that those children 
are necessarily sent away to the other 
dominion”, for he too believed that. .. 
children born after March I, 1947 would 
not be welcome in the original homes of 
these abducted persons when they go 
back... in 90 cases out of 100”. Indeed, 
as we saw from the statements made by 
social workers earlier, government policy 
in its implementation actively discouraged 
women from taking their children with 
them and forced those who were pregnant 
to undergo abortions before they returned 
to their families. Of the children born to 
mothers in Pakistan and recovered by 
India, only 102 had come to India as of 
July 21. -^952. The total number of 
women recovered from there at this time 
was 8,206. 

The recovered women themselves, 
although promised a 'free' environment 
and 'liberty*, were by the very terms of the 
bill, divesUKl of every single right to legal 
recourse that they were entitled la The 
writ of habeas corpus was denied (could 
this be because it was precisely such a writ 
that had resulted in a Punjab High Court 
ruling in Lahore in 1948, upsetting a deci¬ 
sion reached at the Inter-ciominion Con¬ 
ference in April 1948, that abducted per¬ 
sons were to be returned to their families 
“whatever their own wishes may be"?); 
their marriages were considered illegal and 
their children illegitimate; they could be 
pulled out of their homes on the strength 
of a policeman’s opinion that they were 
abducted; they could be transported out 
of the country without their consent; con¬ 
fined in camps against their wishes; have 
virtually no possibility of any kind of 
appeal (bar the compassion of the social 
worker or the generally unsympathetic 
authority of the Tribunal); and as adult 
women and citizens, be once again ex¬ 
changed. this.time between countries and 
by officials. 

At least three members referred to the 
gravity of the measures proposed and 
pointed out that they violated the fun¬ 
damental rights granted by the Constitu¬ 
tion that wu going to come into effect the 
very next month (January I9S0). They 
warned that the Supreme Court could not 
countenance the denial of the writ of 
' habeas corpus, and that it was the right 
of eviery Indian citizen—which these 
women were—to choose to remain in 
India; by law and by right they could not 


be deported without their consent. Jaspat 
Roy Kapoor, objecting to the powers 
vested in the TVibunal said, "What do we 
find in this Bill? We find that after release 
(these women) will have absolutely no say 
in the matter of the place where they are 
to live, in the matter of the companions 
with whom they are to live, and in the 
matter of the custody of their children... 

I ask, in such cases, shall we be confer¬ 
ring liberty and freedom on her if we denv 
her these rights?” As he was at pains to 
point out, unless children were included 
in the legislation, there would be no 
chance of returning the women at all. 

Mahavir Tyagi pointed out: “These 
women are citizens of India... they were 
born in India itself... they have not yet 
gone to Pakistan... In taking them to 
Pakistan without their consent, even if the 
agency be the police or the sanaion be the 
proposed IVibunal, shall we not con¬ 
travene the fundamental rights sanctioned 
by the Constitution? ... The fact that 
their husbands have gone to Pakistan does 
not deprive the adult wife of her rights of 
citizenship. They have their own choice to 
make!' To this the minister replied that he 
had in fact, himself proposed an amend¬ 
ment that would extend the powers of the 
Tribunal and allow it to determine not 
only whether the woman was abducted or 
not, but whether she be sent to Pakistan 
or be allowed to stay back. On the issue 
of. habeas corpus, he replied, “If the in¬ 
terpretations should be that what we have 
provided in this particular Bill is not quite 
in accordance with Article 21 or any other 
provision of the Constitution, then of 
course the remedy for a writ of habeas 
corpus will remain!’ 

As mentioned earlier, the bill was 
passed in toto, with no modification of 
its clauses. When the debate on it was over 
and some officials had adjourned to the 
Minister’s Room in Parliament House, 
“an excited Mridula Sarabhai said to the 
Minister, ‘Thank God Sir, it’s all over, and 
the women in both the countries are going 
to be grateful to you”” 


Why it may be asked, did the Indian 
government bend over backwards in its ef¬ 
forts to recl’iim women, sometimes several 
year after their abduction had taken 
place, and through such extraordinary 
measures as were proposed in the bill? 
Why should the matter of national 
honour have been so closely bound up 
with the bodies of women and with the 
children born of ’wrong’ unions? The 
experience of Pakistan suggests that 
recovery there was neither so charged with 
significance nor as zealous in its effort to 
restore moral order. Indeed informal 


discussions with those involved in this 
work there indicate that pressure from 
India, rather than their own social or 
public compulsions, were responsible for 
the majority of recoveries made. There is 
also the possibility that the community 
stepped in and took over much of the 
daily work of rehabilitation, evidenced by 
findings that the level of destitution of 
women was appreciably lower in Pakistan. 
Vi/e were told that both the Muslim.League 
and the All Pakistan Women’s Associa¬ 
tion were active in arranging the marriages 
of all unattached women, so that “no 
woman left the camp single”. Preliminary 
interviews conduct^ there also hint, at 
relatively less preoccupation with the 
question of moral sanction and ‘accep¬ 
tability’, although this must remain only 
a speculation at this stage.^ 

Nevertheless, some tenutive hypotheses 
may be put forward. For India, a coun¬ 
try that was still reeling from Partition and 
painfully reconciling itself to its altered 
status, reclaiming what was by right it.s 
'own’ became imperative in order to 
establish its credentials as a responsible 
and civilised state, one that fulfilled its 
duties toward its citizens both in the mat¬ 
ter of securing what was their due, and 
in confirming itself as their protector.^ 
lb some extent, this was mirrored in the 
refugees’ own dependency in turning to 
the sarkar as its ‘mai-baap’ at this time 
of acute crisis. 

But the liotion of ‘recovery’ itself as it 
came to be articulated cannot really “be 
seen as having sprung full-blown in the 
post-Pirtition period, as a consequence of 
events that had taken place during and 
after the violence that accompanied the 
exchange of populations. 

If we pause to look at what had been 
happening in the Punjab from the 
mid-19th century onwards with the incep¬ 
tion and consolidation of the Arya Samaj 
and the formation of a Punjabi Hindu 
consciousness, we might begin to discover 
some elements of its anxiety regarding 
Muslim and Christian inroads into 
Hindu-ness and the erosion of Hindu 
dharma values and life-styles through 
steady conversions to these two faiths by 
Hindus. With the creation of Pakistan, 
this anxiety found a new focus, for not 
only had it been unable to stem conver¬ 
sions to Islam it had actually lost one part 
of itself to the creation of a Muslim 
homeland. Recovery then became a sym¬ 
bolically signiricant activity (its eerie 
resonance in the current frenzy to recover 
sacred Hindu sites from the ‘usurping’ 
Muslims is chilling), just as earlier the 
‘Shuddhi’ programme of the Arya Samaj, 
even if it resulted in bringing only one 
convert back into the Hindu fold, served 
to remind the Hindu community that los- 
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ing its memben to Isitiri or Christianity 
was not irreversibk. Recovering women' 
who had been abducted and. moreover, 
forcibly converted, restoring them both to 
their own and the larger Hindu family and 
ensuring that a generation of newly-born 
Hindu children was not lost to Islam 
thniugh their repatriation to Mistan with 
their mothers, can be seen as part of this 
concern. Because, in fact, such a recoveiy 
or return might not be voluntary, 
necessary legal measures had to be taken 
to accomplish the mission. In one sense, 
it would seem that the only answer to for¬ 
cible conversion was forcible recovery. 

This unhappiness and, indeed, outrage 
at forcible conversion is palpable through 
all the debates on abducted women„and 
the extension of the definition of the term 
to ‘any male chib) below the age of 16’. 
further indicates the depth of the disquiet. 
Although the state, especially one that 
called itself secular, could not be seen to 
be subscribing to this anxiety, it could cer¬ 
tainly act in the national interest and in 
the interest of its citizens and their com¬ 
munities, by upholding their honour—in 
this case, through restoring their ‘sisters' 
and its own subjects to where they 
belonged—with their families and in their 
own country. 

By becoming the father-patriarch, the 
state found itself reinforcing official kin¬ 
ship relations by discrediting and in fact 
declaring illegal, those practical ar¬ 
rangements that had in the meantime 
come into being, and were functional and 
accepted.’’ It was not only because ab¬ 
duction was a criminal offence that it was 
sought to be redressed—its offence was 
also that, through conversion and mar¬ 
riage, it transgressed the prescribed norm 
in every respect. (After ail, as one member 
of parliament pointed out, the govern¬ 
ment was nowhere near as anxious to take 
action against the abduction of Muslim 
women by Muslims or of Hindu women 
by Hindus, because here no offentx 
against community or religion had been 
committed, no one's honour been com¬ 
promised.) This was why such an alliance 
could neither be sodally acknowledged 
nor granted legal sanction, and why the 
children born of them would forever be 
‘illegitimate’. 

This reinforcement of the legitimate 
family required the dismembering of the 
illegal one by physically removing the 
woman/wife/mother from its offending 
embrace and relocating her where she 
could be adequately protected. It also en¬ 
tailed representing the woman as ill- 
treated and humiliated, without violation 
or choice and—most importantly— 
without any rights that might allow her 
to intervene in this reconstruction of her 


identity and her life. Only thus could 
social and moral order be restored 
and community and national honour, 
vindicated. 

It is rather unlikely that we will ever 
know what exactly abduction meant to all 
those women who experienced it because 
it is rather unlikely that they will ever talk 
of it themselves, directly: society still 
enjoins upon them the silence of the dead 
around an event that, to it, was shameful 
and humiliating in its consequences. Yet 
society and state, father, husband and 
brother, virtually to a man, placed upon 
them the special burden of their own at¬ 
tempt to ren^otiate their post-Partition 
identity, ‘honourably’. 

Notea 

ffhis paper is part of a comparative oral hislop' 
project on women's experience of Rsniiion in 
India and ntkistan, with a focus on east and 
west Punjab, and Sind; the Pakistan part of the 
study is being carried out by Nighat Said Khan 
and Anis Haroon. Research on both projects 
comtrenced in 1987 with interviews and field 
work, supplemented by secondary source 
material, where available. What is presented 
here is worh-in-ptogress; we ate still collecting 
data and teviewng existing material. 

Over the years, we have had the opportunity 
of discussing aspMs of the study with a variety 
of people from an equal variety of disciplines. 
While our own perspective is clearly one that 
draws on feminist theory and research 
methodology, we have beiwfited from the views 
of sociologists, historians, political scientists 
and anthropologists. Among those who have 
helped greatly in clarifying our own understan¬ 
ding ate Amriu Chh^hi, Paola Bacchetta, 
Dei^k Mehta, Veena T Oldenburg, Bina 
Agarwal, Shahnaz Rouse; K L Nadir and 
Vhsantha Kannabiran. Veena Das has been a 
source of encouragement and support 
throughout. 

Nighat S Khan has been a fellow-traveller in 
this journey, not only as a collaborator on the 
projwt but as friend, criti^ helpmate, who has 
spent weeks and months discussing this thread¬ 
bare with us, minoring our own preoccupation 
with the issue, albeit with a difference] 
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Community, State and Gender 

On Women’s Agency during Partition 

Urvaahi BuUlia 


fktr femitusts, retrieving vmmen's agency—just as retrieving women from history—has meant recovfiing strong, 
outspoken, powerful women who can then form part of the struggle for liberation. However, as explorations on 
the experiences of women during Partition show, it is difficult to arrive at general conclusions about women 
history and their agential capacity. Women have cften played out multiple and overlapping identities. An 
understanding cf agency also needs to take into account notions of the moral order which is sought to,be preserv¬ 
ed when women act, as well as the mediation of the family, community, class and religion. 

The focus of this paper is on the related questions of women's agency and violence. It first looks at partkubtr 
incidents that took place before Partition in Rawalpindi, in March 1947. The second section examines how the 
newly formed tuition state dealt with the question of women qfter Partition and the third, through memoirs arul^ 
personal accounts, the relationships between women who worked on behalf of the state with the state,and the 
women they worked with. 


HISTORICAL events ue difficuli to date 
in any precise way for their beginnings and 
endings are not finite. The Partition of 
India into ’two countries, India and 
Rikistan. is dh event that is said to have 
taken place in August 1947, yet its begin¬ 
nings go much further back into history 
and its imifications have not yet ended. 
For many df us, who were flm and second 
generation children after Partition, the 
event lives on in our minds, not so much 
through historicaLiecords as through the 
tales that are toM and retold, particular¬ 
ly in north Indian families, of the horror 
and brutality of the time, the friends and 
relatives who continue to live across the 
border, the visits to old ancestral homes, 
much of4hi$ creating a yearning for a— 
mostly mythical—harmonious past where 
Hindus and Sikhs and Muslims lived hap¬ 
pily together, something that we ron- 
tinned to hold on to in the face of an 
increasingly'communal present. 

So major an event—descriptions of 
practically all communal strife hark back 
to it (‘it was like Rutition again*, ‘we 
thought we had. seen the worst of it dur¬ 
ing Iteition, yet...’) but so inadequately 
recorded. What records we have look at 
Rirtition mostly in terms of its constitu¬ 
tional history, its government to govern¬ 
ment debate, its agreements and dis- 
agmments between Nehru and Gandhi 
and Jinnah, the growing divide between 
the Congress and the Muslim League and 
so on. Hardly any attempt has been made 
to record what ordinary people, on both 
sides of thetorder, experienced and went 
through. Within a short space of time, 
perhaps overnighLmillions of people were 
turned into refugees. How did they cope 
with this dislocation? What did they have 
at hand that equipped them to deal with 
the trauma that must have accompanied 
the uprooting? How did they rebuild their 
lives? What help did the state provide? 


What-part did such resettlement ptav in 
reshaping or changing the shape of the 
cities or villages where the refugees had 
settled? Indeed, what, if any, have been 
the implications of this large exodus or in¬ 
flux of refugees in terms of communal 
strife? These, and a host of other ques¬ 
tions, remain largely unanswered today. 

If these overall experiences remain 
largely untouched, there arc other, lesser 
known, experiences that lie beneath these, 
that need (further excavation. These are the 
experiences of women and children. In a 
larger work, researched jointly by Sudesh 
Vaid and myself, we attempt to construct 
a kind of people's history of Partition. But 
in this paper, it is the story of women— 
and partially that of children—that I 
would like to look at. Much of what I say 
below is based on our joint work, but the 
analysis I make or the conclusions I draw 
are, of course, mine. 

Questions about History 

My own trajectory to .this exploration 
has been a peculiar and circuitous one. 
But the process that has led me to it is, 
for me, as important as the exploration 
itself, and one which forms part ol this 
project. I am not a historian: history is not 
my subject. But 1 was led to this work 
through a process of political engagement 
with history, contemporary communalism 
and activism within what we describe as 
the ‘women's movement’. Like most 
Punjabis of my generation, 1 have been 
brought up on stories of ftnition, stories 
which have, in some way. inured many of 
us to those very horror^ that they talk 
about. The need to begin to understand 
Partition in more depth only became real 
to me after the 1984 anti-Sikh riots in 
which hundreds of Sikhs were brutally 
killed, and by the subsequent escalation 
of the Punjab piobim. It was around this 


lime that 1 also began to explore my own 
family history, which is equally one of 
division, with one relative bdng left 
behind in what became Pakistan, and op¬ 
ting to become a Muslim, and the reopen¬ 
ing of family contact with him after more 
than 40 years. These, and other circum¬ 
stances, made me increasingly convinced 
of the need to attempt to understand how 
‘ordinary’ people experienced thi.« event, 
which is what we call history, in the hope 
that this would throw some light on the 
world we live in today. And while not wan¬ 
ting to valorise or romanticise either the 
notion of ordinary people, or that of ex¬ 
perience, I did feel that both formed part 
of the complex whole we call history. 

By this, I do not mean to posit the ‘raw 
experiences' of ‘ordinary people* against 
a category called history,.for both are not 
unproblematic concepts. Cleariy there is 
no way that history can incorporate all 
experiences at all times for iftkh depeiKis 
on who writes history, when it is written, 
who is written about and so on. But what 
became clear to me after 1984—and 
subsequently by the increasing com- 
munalisation of our society—was that cer¬ 
tain kinds of historical explorations 
become important at certain times. Why 
had the history of Partition been so in¬ 
complete, so silent on the experiences of 
the thousands of people it affected? Was 
this just historiographical neglect or 
something deeper: a fear, on the part, of 
some historians, of reopening a trauma so 
profound, so riven with both pain and 
guilt, that they were reluctant to approach 
it? This had, for examjdc; been true of the 
history of German Nazism. And could it 
be that just as, for many people, 1984 
acted as some sort of catalyst, so also for 
many historians, the renewed experiences 
of communal strife, have surfaced per¬ 
sonal and family narratives, especially oi 
1947. in a way that perhaps had not hap- 
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pened befbic; ihin forcinf many of them 
iDcome Cmc to face with Partition again, 
albeit in a different way. And in doing so, 
to etpand and uretch the definition of 
what we call history? All these were ques¬ 
tions that led me to this work. 1 do not 
claim here to be writing a new, a different 
history, but merely to be making an ex- 
ploiation that is important to me, and that 
I find difficult to ignore. 

I am aware, of course, of the many pit- 
falls in such an exercise Experience itself, 
for example is not an unproblematic 
given. Nor is memory, the tool that I am 
by and large working with, sacrosanct. 
Just .as experience is mediated through 
historical understanding, so also memory 
is subject to selection and mediation. 
People choose to remember certain things 
depending on who they are, how they are 
placed, their class, their economic and 
political circumstances, their gci^der and 
indeed the position of the interviewer who 
might act as a catalyst for such memories. 

QULSIIONS AIH)U I FL MINISM 

A second route that has led me to this 
exploration was through my work as a 
feminist and an activist in women’s cam¬ 
paigns. It was this that led me. as indeed 
it does many of us who are engaged in the 
process of recovering women from history, 
to look specifically at women during Par¬ 
tition. Why was it that we heard so, little 
about them? Were they not very much a 
part of the millions who had suffered and 
been made homeless? How had they ex¬ 
perienced the anguish of the division, the 
euphoria of the newly-form>ng nation? 
My assumptions were simple—women 
must have been part of the whole process, 
but we heard so little about them because 
history, like all other disciplines, is patriar¬ 
chal in nature, and had thus marginalised 
women. 

I believed then—as indeed I do now, but 
with many qualifications—that in limes 
of communal strife and violence, women 
remained essentially non-violent, an 
assumption that. I think, informs much 
of the writing on violence in history, as 
well as the thinking of feminist groups. 
Many feminists assert today that women 
are essentially non-violent, that in com¬ 
munal strife they are at the receiving end 
of violence as its victims, it is their homes' 
that are destroyed, their bodies violated, 
their men killed and they are left with the 
task of rebuilding the community. The 
twapassages beldw, one taken from an ac¬ 
tivist pamphlet, provide examples of this. 

1 am a woman 
I want to raise my voice 
because communalism affects me 
In every communal riot 
my sisters are raped 
my children arc killed 


my. men are targeted 
my world is destroyed 
and then 

I am left to |»ck up the pieces 
to make a new life 

It matters little if I am a Muttlim, Hin¬ 
du or Sikh 

and yet I cannot help my sisters 
for fear that I may be killed or 
that they mav be harmed.' 

Violence is almost always instigated by 
men, but its greatest impact is felt by 
women. In violent conflict, it is women 
who are raped, women who are widow¬ 
ed, women whose children and husbands 
arc sacririced in the name of national 
int^rity and unity. And for every fire that 
is lit. it is women whose job it is to pain 
fully build a future from the ashes... We 
women will have no part of this madness, 
and we will suffer it no more... Those 
who see their manhood in taking up arms, 
can be the protectors of no-one and 
nothing.' 

Soon after 1984, when I began work on 
Partition, much of what I found fell con¬ 
veniently into these patterns. It was only 
much later that a different kind of ques¬ 
tioning began. In 1990,1 participated, as 
part of an investigative team sent by the 
People’s Union of Democratic Rights 
(PUDR) in a fact-finding into Hindu- 
Muslim riots in Bhagalpur where more 
than a thousand Muslims were killed. 
Believing women to be the worst victims, 
who also had to face the a^ed threat of 
sexual assault, this was what I now began 
to look for. What I found was something 
raiher different. In one instance of the 
killing of some SS Muslims in urban 
Bhagalpur, a Hindu woman had tried to 
protect them, but had been .stopped by her 
neighbours (all women) from even giving 
water to the dying and wounded, even 
though they begged for if. In another 
instance, we heard that while men broke 
down houses after an orgy of killing, the 
women carried away the bricks, assisted 
them, washed away the blood. A third 
instance took place in a largely Muslim 
village where a group of women almost 
turned violent when they suspected I was 
a Hindu. And these were only a few 
instances: today we have innumerable 
similar examples. 

The question that faced me now was 
one of women’s agency, not only that of 
their victimhood. With this came other 
questions, other problems. For feminists, 
retrieving women’s agency—just as retriev¬ 
ing women from history—has meant 
recovering strong, outspoken, powerful' 
women who can then form part of our 
struggle for liberation. Indeed, in our 
anxiety to reclaim powerful women, we 
see any kind of agency as positive.' But 
what 1 was seeing here was something dif¬ 
ferent: the Muslim women who question¬ 


ed and nearly attack^ me in Bhagalpur, 
or the Hindu women who refused to allow 
water to be given to the dying and wound¬ 
ed, were certainly exercising a kind of 
agency. Could we, as feminists, see such 
agency as unproblematic and empower¬ 
ing. Were these women, not allying 
themselves with the interests of their com¬ 
munity, however patriarchal, male centred 
and oppressive it may havrf been'? If so, 
were they not reinforcing patriarchies 
within their conimuniiies? 

In feminist circles 1 had barely con¬ 
sidered the possibility that there could be 
something oihei than their interests as 
women, that could hold women together. 
The complexity of their roles, the dif¬ 
ficulties of sirug,ale given these, were ab¬ 
sent from much of our discussions. That 
women’s loyalties could have shifted, that 
they weie not undifferentiated and hotito- 
geneous, that their interests could tic in 
with tho.se of their men and ihetr class— 
these dimensions arc today liecoming in¬ 
creasingly important for feminists to ques¬ 
tion and uriderstand. 

It was with these kinds ol qttestions that 
I came to the work on Pai.'ition, not with 
any expectation of finding answers, but 
in the hope that the questions would 
perhaps reveal some of the complexities 
of this major event whicli is so much a 
part ot our lives, and nt doing so, point 
to the ways in which ilio.se of us who are 
involved in feminist and civil rights ac¬ 
tivities and campaigns, could be better 
equipped for whai is bound to be a lung, 
and in today’s posi-masjid context, 
despairing struggle. 

My pa|)er is divided into three parts. 
The first looks at particular incidents that 
took place belore I’ariiiion in Rawalpindi 
in March 1947. In the second section I 
look at the newly formed nation state and 
how it deals with the question of women 
after Partition and in the iliird I examine, 
mainly through mcn:oirs and (tersonal ac¬ 
counts, the relationships between women 
who worked on b:h:ilf of thr slate, wiih 
the state and the v.'omen Ihev worked 
with. Although the questions that need 
di.scussioii are many, I will fui:iis here on¬ 
ly on the related questions of agency and 
violence. 

I 

I'he f^oniniuiiily 

A resounding silence surrounds the 
question of wumc.-i and Partition. It may 
seem a triiism to say this, but it fieais 
renicmbcring that at least half of the 
millions who were dislocated, killed, 
uprooted were '*omei:. A .substantial por¬ 
tion of the task :>f reconstruction and 
rebuilding fell on women. 
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Although not many women figuml in 
the negotiations that preceded and follow¬ 
ed the breakup of India into two coun¬ 
tries, some did figure prominently in the 
execution of many of the decisions—in 
particular Mridula Sarabhai, Premvati 
Thapar, Rameshwari Nehru and others. 
In action, women nperienoed this event 
in particular ways: thousands of women 
on bMh sides of the newly formed borders 
(estimates range from 2S,000 to 29,000 
Hindu and Skh women and I2/X)0to IS,000 
Muslim women) were abducted, raped, 
forced to convert, forced into marri^e, 
forced back into what the two sutes defin¬ 
ed as ‘their proper homes', torn apart 
from thmr families once during Partition 
by those' who abducted'them, and again, 
after Partition, by the state which tried to 
‘recover’ and ‘rehabilitate’ them. Untold 
numbers of women, particularly in Sikh 
families, were killed (‘martyred’ is the term 
that is used) by their kinsmen in order to 
‘protect’ them from being converted, 
perhaps equal numbers of them killed 
themselves. The violence women ex¬ 
perienced took particular forms: there are 
accounts of innumerable rapes, of women 
being stripped naked and paraded down 
streets, of their breasts being cut off, of 
their bodies being carved with religious 
symbols of the other community.* And 
then there are other, jess obvious, traumas: 
for many, particularly middle class 
women, the dislocation meant that the op¬ 
tion of marriage, supposedly a part of 
‘normal’ everyday society, was cloUd off, 
and they had to live alone, or as ‘spinsters’ 
with thdr families, others were widowed, 
along with losing their homes and posses¬ 
sions, and were left to build lives on their 
own, something that many of them were 
ill-equipped for. Several had to spend their 
lives in women’s homes, permanent 
refugees, and many are still alive today, 
their stories still untold. 

When we began our investigations—in 
a rather random wayr-we vrete led, first 
of all, to the incidents of March 1947, 
some months before Partition,>that took 
place in a number of Sikh villages around 
Rawalpindi—Thamali, Thoa Khalsa, 
Dobenn, Choa Khaisa, KaUar, Mator and 
others. Here, during an eight-day period 
from March 6 to 13 much of the Sikh 
population was killed, houses were 
decimated, gurudwaras destroyed (figures 
of people killed are in the region of 
4,000 to S,000).* In one of these villages, 
Thoa Khalsa, some 90 women threw 
themselves into a well in order to preserve 
the ‘sanctity’ and *purity’ of their religion, 
as otherwise they would have had to face 
conversion. A small community of sur¬ 
vivors from these villages still lives in 
Delhi and keeps alive the memory of the 
deaths by holding a remembiancc service 


•in the local gurudwata every year. Here, 
the incidents of that week are recounted 
by survivors and the tales of the women’s 
sacrifice occupy a prominent place in the 
ceremony. It is they who are seen to have 
upheld, by offering themselves up for 
death, and more particularly ‘hmic’ 
death, the ‘honour’ of the community. 
Here is one such account from a survivor: 
.. .in Gulab Singh’s haveli 26 girls had 
been put aside First of all my fathn^, Sant 
Raja Singh, when he. brought his daughter, 
he brought her into the courtyard to kill 
her, first of all he prayed (he did ‘ardaas’) 
saying ‘sacche badshah’, we have not 
allowed your Sikhi to get stained, and in 
order to save it we ate going to sacrifice 
our dkughters, make them martyrs, please 
forgive us.. 

Then there was one man who used to do 
coolie work in our village. He moved for¬ 
ward and ... caught his jihe father's] feet 
and he said, bhapaji, first you kill me 
because my knees are swollen and I won't 
be able to run away and the Musalmaans 
will catch hold of me and make me into 
a Musalmaan. So my father immediately 
hit him with his kirpan and took his head 
off... (then) Nand Singh Dheer, he said 
to my father. Raja Singa, please martyr 
me first because my sons live in l^oie... 
do you think I will allow the Musalmaans 
to cut this beard of mine and make me go 
to Lahore as a sheikh. For this reason kill 
me. My father then killed him. He killed 
two and the third was my sister Maan 
Kaur.. my sister came, and sat in front 
of my father, and I stood there, right next 
to my father, clutching on to his kurta as 
children do, I was clinging to him... but 
when my father swung the kirpan-^vaar 
kita’—perhaps some doubt or fear came 
into his mind, or perhaps the kirpan got 
stuck in her dupatta... no one can say... 
it was such a frightening, such a fearful 
scene. Then my sister, with her own hands 
moved her dupatta aside and then he 
swung the kirpan and her head and neck 
rolled off and fell... there... far away. 
I crept downstairs, weeping, sobbing and 
all the while I could hear the regular swing 
and hit of the kirpans... twenty-five girls 
were killed, they were cut. One girl, my 
taya's daughter-in-law, who was preg- 
hant... somehow she didnl get killed and 
later my taya’s son shot her with a 
pistol... (but she] was saved. She told us, 
kMI me; I will not survive... I have a child 
in my womb... she was wounded in the 
stomach, there was a large hole from 
which blood was flowing. Then thy 
mother and my ‘phupad’ sat together and 
Harnam Kaur said to them—her name 
was Harnam Kaur—^e said give me some 
opium. We arranged for opium, people 
used to eat it those days... in a ladle we 
mixed opium with saliva... She said the 
‘japji said) path'... just as the ’japji path 
bhog’ look place so did her bhog. Com¬ 
pletely as if she vns prepared lor death... 


few people can do that... ste had death 
in her control and it was oiily when she 
wanted it that death took her. Far nearly 
half an hour she did the path... hidf an 
hour and then as she spoke her last Vdbk’, 
she also ended. She knew she would 
die... so much control... over death.*. 
There are any number of such stories, 
of both men and women—^though the 
numbers of women are much larger than 
those of men—offering themselves up for 
death, or simply being killed, in an at¬ 
tempt to protect the ‘purity’ ahd ‘sancti¬ 
ty’ of the religion. While mosTaUe-bodied 
men fell they could go out and fight, and 
kill if necessary, for the women, children 
and the old and weak, a martyr’s death 
seemed to be the only option preferable 
to conversion to the ‘other’ religion. A 
second story relates to a different incident 
from the same village: 

One more story fiom our village... in the 
morcha when the military came... no the 
milita^ did not come... people were col¬ 
lecting. .. when I went there there was one 
Hari Singh, he signalled to me to get 
out... like this, gel out, get out... he was 
sitting like this and he was signalling to 
me that the Musalmaans had cut his 
tongue off, he had refused to become a 
Musalmaan. Then we left the mcicha and 
we all went to the banks of the river where 
we collected. There was a well there.. ^ at 
the well Sardarni Gulab Kaur... in my 
presence said 'sacche badshah’, let us be 
able to save our girls... this incident of 
23 girls'of our household had ‘already 
taken place (23 girls had been killeoj... 
so she knew that Sant Raja Singh had kill¬ 
ed bis daughters and other women of his 
household... those that are left, we 
should not risk their lives and allow them 
to be taken away... so, at the well, after 
having talked among themselves and 
decided, they said, we are thirsty, we need 
water, so the Musalmaans took them to 
the well... I was sitting with my mother, 
this incident of the 23 women had taken 
place, we had cOme out of the morcha... 
so silting at the well, Mata LajwUnti, who 
was also called Sardarni Gulab Singh, sit¬ 
ting at the well, she said two words, she 
did ardaas in two words, saying ‘sacche 
badshah’, it is to save Sikhi that we are of¬ 
fering up our lives... forgive us and ac¬ 
cept our martyrdom... and saying those 
words, she jumped into the well, and some 
eighty women followed her,.. they also 
jumped in. The well filled up complete¬ 
ly. .. one woman whose name is Buani 
Kaur, six children born of her womb died 
in that well, but she survived. She jumped 
in four times but the well had filled up... 
she would jump in, then come out, then 
jump in again... she would look at her 
children, at herself... till lodmr I think 
she is alivc;^ 

For several dgys aftp these villages were 
surrounded and undm attack, the people 


WS-14 


Economic and FoUikal Weekly April 24, 1993 



had been hiding out in what they fiell were 
‘safe’ places: large houses and gurud- 
waras. Negotiations were current at the 
time for the release of the villagers in ex¬ 
change for money and arms. In Thoa 
Khalsa in particular,*even during the time 
that thb women and children had been 
sheltering in the gurudwara, several had 
been killed by their families, who feared 
danger and conversion. Thus for the 90 
women who threw themselves into a well, 
the step they took was one for which an 
‘atmosphere—for want of a better 
word—had already been created by the 
community in the preceding week. It is 
against this backdrop that we need to see 
their decision. Basant Kaur, a grand¬ 
mother today, was present in Thoa Khalsa 
when the women took the decision to 
drown themselves. She remembers the 
time, after the incident, whcr they were 
finally rescued by the military and taken 
to Rawat: 

They brought us there. From there... you 
know there was no place... nothing to 
eat, some people were eating close by but 
where could I give the children anything 
from.. .. I had barely a lew pai.se... iny 
elder son had a ‘duvanni* (two annas) with 
him, we thought we would use that... my 
brother's children were also hungry... but 
then they said the duvanni was no good 
(‘khoti’)... [weeping) such diri'iculiics... 
nothing to eat, we had to fill their 
stomachs... todav they would have been 
ranis... so many of them, jethanis, 
children... I was the youngest... now i 
sit at home and my children ate out 
working and I keep telling them these 
stories... they arc stories after ail... and 
you tell them and tell them until you lose 
consciousness... * 

Stories of this kind of mass suicide, or of 
women being killed by their own families, 
are legion. How do we read these ac¬ 
counts? Are the women being spoken of 
here agents or victims? Can the act of 
mass death by jumping into a well lie .seeit 
as a violent one or not? These arc not easy 
questions to answer. 

At one level the. assumptions about 
women’s non-violence and their being vic¬ 
tims arc true«nough. We can read this in¬ 
to whatever accounts and records we have. 
When we look at the women in Punjab 
during Partition we see. quite simply, the 
violence they suffered. The abduction and 
. rape is part of this (sec below for a detail¬ 
ed discussion), as are the deaths at the 
hands of their own families and often at 
•heir own hands.. Many women were 
hunulipted in diffetent ways—their breasts 
and noses were cut off, their bodies brand¬ 
ed with signs and symbols of the ‘other’ 
religion, pregnant women were forcibly 
aborted, and often women were made to 
strip naked and were paraded through the 
crowded streets of towns and cities. What 


statistics we have are both shocking and 
horrifying: in Doberan 70 women were ab¬ 
ducted, in Kahuta this Hgure was as high 
as SOO, in Harial 40, in Tainch 30, in 
Bamali lOS, in Rajar 95 and it is said that 
in Rawalpindi alone about 400-500 
women were abducted.” Not only this, 
abducted women were often sold from 
hand to hand and were ill u.sed by their 
captors. Anis Kidwai records: 

We have considerable evidence before us 
to show that 75 per cent of the girls are 
still (probably in 1949) being sold from 
one man to another. [These] girls of tender 
years have not been able to settle down 
anywhere, nor will they be able lo settle 
down for many years. Their youth is be¬ 
ing .sold for a few thousand, and luittful 
men, having satisfied their lust for a while, 
begin to think of the monetary benefit 
that could conic from their sale."' 

But what of the women who took (heir 
own lives, ot who ‘offered’ them.sclvcs up 
for death? Can we see them only as vic¬ 
tims? Or did they themselves play some 
pan in (he decision to take their owm lives? 
A glance at the particular context of Thoa 
Khalsa yields some interc.sting insights. 
The village was under attack for eight 
day.s, from March 6 to March 13, (he day 
on which the mass drowning took place, 
and fur these six days practically everyone 
in the village was aware of the discussions 
and negotiations that were going on. if 
wc arc to believe the accounts of the sur¬ 
vivors, the decision to drown themselves 
was taken by the women, and was spear¬ 
headed by Sardarni Gulab Kaur, otherwise 
known as L.ajjawanti. It is true that most 
of the survivors we spoke to are male, but 
even in Basant Kaur's account, while she 
grieves over the loss of lives, she never 
once questions the decision 3f the women. 
Can we therefore ask that when they took 
the decision to jump into the well the 
women of Thoa Khalsa were not mere vic¬ 
tims but that (hey were acting upon some 
kind of a perceived notion of the good of 
their community, that they saw their act 
as being pan of this? That in doing so 
they shared, in some way, the values of the 
men, that the honour of the community 
lies in ‘protcciiiig’ its women from the 
patriare'hal violence (for example rape and 
sexual assault, or worse conversion) cthe 
other coinmiiniiy; the natural protectors 
here care the patriarchs, (he men, but at 
this particular historical juncture, sur¬ 
rounded as they are by hordes of poten- 
rial killers, they arc unable to offer such 
protection. The women thus, one can 
perhaps say, a>uld well have consented to 
their own deaths, in order tc preserve the 
honour of the community. There is, as 
there must be in all such patriarchal ‘con¬ 
sent’ on the part of women, an element 
of choice here. But while for .some (his 


may have been a choice, for others the 
‘decision’ must have been one they felt 
’compelled’ to take because of the par¬ 
ticular circumstances of the situation. 

Here, the women are thus simultane¬ 
ously agents and victims, and 1 would like 
then to pose a further question. On whose 
behalf were they acting: on their own, or 
on behalf of their community? In this 
particular instance it seemsr to be the 
honour of the community that seems to 
be at work. It is perhaps for this reason 
that this particular kind of agency, this 
specific kind of violence, becomes some¬ 
thing to be celebrated as ‘heroic’. As we 
shall see in the next section, a different 
kind of agency (when women act on their 
own behalO becomes a subject for collec¬ 
tive censorship, something to be covered 
by a veil of silence and something that 
calls for the state to assume the role of 
(he patriarch and the family. But before 
1 go on to discuss (hat I want to look 
briefly at the question of violence. 

This act of mass drowning can also be 
seen as a violent one. If women arc, as is 
often believed, essentially non-violent, 
how do wc explain such an act? I would 
like to suggest here (hat the manner in 
which these 90 women chose to die vras 
no less violent, although certainly dif¬ 
ferent, from the generally visible violence 
that formed part of Ftertition. But so 
patriarchal arc notions of violence, that 
we only see it as relating to men. And so 
communalised have such notions become, 
(hat we only sec violence as relating to the 
‘other’, the ‘aggressor’. This obsculfe 
several things: many women of Hindu and 
Sikh communities must have seen their 
own men as being perpetrators of violence 
towards them: for just as there were 
'voluntary' suicides, so also there were 
mass murders. Equally, for men of their 
own communities, women’s potential for 
violence (which the Thoa Khalsa incident 
provides an instance of), or their agency 
in this respect, has to be contained, (o be 
circumscribed. They cannot therefore be 
named as violent beings, as having agen¬ 
tial capacity. This is why the>f act has to 
be invested with valour; women have lo 
be kept within their ‘aukaC, that is one 
(hat defines them as non-violent. 

I want to suggest that violence is not 
only the killing and looting that is so 
much a part of communal strife, but that 
acts such as these (the mass drowning) are 
also violent acts, whose ramirications, 
particularly in terms of (heir symbolic im¬ 
portance, are; if anything, much wider and 
deeper than those of what one might,, 
rather cynically, term the ‘routine’ violence 
of communal strife. This, I would submit, 
is part of the violence of communities, in 
which both men and iramen are involv^, 
and indeed part of the patriarchies that 
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are embedded in these communities, 
which both men and women help to build 
and sustain. 

Given thi-s. one might ask why the myth 
of women’s non-violence persists. In many 
of our Partition interviews we found that 
women had been quite upfront in taking 
up arms and fighting, although these were 
isolated incidents. They also formed part 
of the Muslim League National Guard, 
which was said to have been instrumental 
in the Rawalpindi killings. But these are 
the direct acts of violence, in the remem¬ 
brance rituals for the Thua Khalsa inci¬ 
dent today, it is women who become the 
symbols of the honour of the family and 
community, and their act of offering 
themselves up for death becomes an 
honourable one, not only because they 
have ‘saved’ themselves from conversion 
to the ‘other’ religion, but also because by 
doing .so, they have saved the community 
from dishonour and ‘dilution’ of its 
purity, which could have happened only 
through them. Divested of violence and 
of agency, this act can then be located in 
the comfortable realm of victimhood and 
non-violence. In the next section, which 
deals with the slate, I will attempt to 
explore another dimension of the question 
of women's agcnc 7 and violence. 

II 

The Htate 

I would like to start this second section 
of my paper with a quote from a ne'vs- 
paper report from March 1947 which 
relates to the incident above. 

The story of 90 women of the little village 
of Thoa Khalsa. Rawalpindi district... 
who drowned themselves by jumping into 
a well during the recent disturbances has 
stirred the imagination of the people of 
Putt jab. They revived the Rajput tradition 
of self-immolation when their menfolk 
were no longer able to defend them. They 
also followed Mr Gandhi’s advice to 
Itidian women that in certain circum¬ 
stances even suicide was morally preferable 
to submission. 

... About a month ago. a communal army 
armed with sticks, tommy guns and hand- 
grenades surrounded the village The 
villagers defended themselves as best they 
could... but in the end they had to raise 
the white flag. Negotiations followed. A 
sum of Rs 10.000 was demanded... it was 
promptly paid. The intruders gave soimn 
assurance that they would not come back. 
The. promise was broken the next day. 
They returned to demand more money 
and in the process hacked to death 40 of 
the defenders. Heavily outnumbered, they 
were unable to resist the onslaught. Their 
women held a hurried meeting and con¬ 
cluded that all was lost but their honour. 
Ninety wom..fi jumped into the small well. 


Only three were saved—there was not 
enough water in the well to drown them 
all. 

—The Siaiesmm, March 15, 1947. 
While one kind of violence was 
valorised—and continues to be so in the 
remembrance rituals that are performed 
in gurudwaras every year—and women’s 
‘martyrdom’ spoken of in glowing terms, 
another became a cause for state concern 
and was treated rather differently. On 
December 6, 1947-ra bare three-and-a- 
half months after Partition—the two 
newly-formed nations came to an agree¬ 
ment on the question of ‘recovering’ those 
women who had been abducted, and 
‘rehabilitating’ them in their ‘native’ 
places. This vocabulary of recovery, 
rehabilitation, homeland was actually a 
euphemism for returning Hindu and Sikh 
women to the Hindu and Sikh fold, and 
Muslim women to the Muslim fold. On 
this point—that this was what was to be 
done—both countries were agreed. Thus 
even for a self-defined secular nation 
(India) the natural placc/homeland for 
women was defined in religious, indeed 
communal terms, thereby pointing to a 
dissonance/disjunction between its pro¬ 
fessedly secular rhetoric (although secular 
was also really understood in religious 
terms) and its actively communal (i e, reli¬ 
gious) identification of women. Women 
who had been taken away by the ‘other’ 
community had to be brought back to 
their ‘own! community, their ‘own’ 
homeland: both concepts that were 
defined for women by the men of the 
respective countries. They did not have a 
choice. 

The agreement arrived at between the 
two nations was known as the Inter IXimi- 
nion Treaty, which was later enacted as an 
act of parliament, the former possibly 
among the first of the agreements between 
the otherwise two ho.stile nation.s. The 
genesis of the treaty was not quite clear 
and Anis Kidwai makes a reference to 
this being initiated by Mridula Sarabhai 
though it docs seem doubtful that 
Sarabhai could have persuaded both 
governments to do this. 

The terms of the treaty were clear; 
women on both sides of the border who 
had been abducted were to be forcibly 
recovered and restored to their families. 
Some of the clauses were as follows: 

(1) Every effort must be made to recover 
and restore abducted women and children 
within the shortest time possible. 

(2) Conversions by persons abducted 
after March 1947 (*) will not be recognised 
and all such persons must be restored to 
their respective Dominions. The wishes of 
the persons concerned are irrelevant and 
consequently no statements of such 
persons should he recorded hefore mayis- 


trates. (** footnote about persons equal¬ 
ling women, no records of men). 

(3) The primary responsibility for 
recovery of abducted persons will rest with 
the l(Kal police who must put full effort 
in this matter. Good work done by police 
officers in this respect will be rewarded by 
promotion or cash awards (*** footnote 
about exaggerated figs, rewards, trading 
achievements). 

(4) MEOs (military evacuation officers] 
will render every assistance by providing 
guards in the transit camps and escorts for 
the transport of recovered persons from 
the Transit camp to their respective 
Dominions. 

(5) Social workers will be associated ac¬ 
tively with the scheme. They will look after 
the camp arrangements and receive the ab¬ 
ducted persons in their own Dominions. 
They will also collect full information 
required about persons to be recovered 
and supply it to the inspector general of 
police and the local SP. 

(6) The DLOs will set up transit camps 
in consultation with the local Deputy 
Commissioners and the public workers 
and supply informatiunn regarding ab¬ 
ducted persons to be recovered. 

(7) Co-ordination between the different 
agencies working in the district will be 
secured by a weekly conference-between 
the superintendent of police, and local 
MEO officer, the district liaison officer 
and the deputy commissioner. At this 
meeting progress achieved will be reviewed 
and every effort will be made to solve any 
difficulty experienced." 

Although the terms of the agreement 
refer carefully and consistently (except in 
Clau.se I) to ‘persons’, what is being 
discussed here is the fate of women. This 
IS quite clear from the activity that 
followed, where large-.scale rcscut efforts 
were mounted to locate and rehabilitate 
women. Little attention was paid to meti 
in this regard, presumably because they 
were able to make their own decisions. I 
have been able to find no record at all of 
similar recovery of men, and although 
there was some discussion on children 
(because clearly they complicated the 
picture considerably) it was fairly cursory, 
given particularly that they were among 
the foremost victims of such dislocation, 
violence and trauma. Anis Kidwai does 
mention that some sort of pressure was 
brought to bear on Muslim families in 
Delhi to move to Pakistan, but this was 
quite different from legislating on the 
issue, which is what was done for women. 

The key officers who were charged with 
the responsibility of rescuing abducted 
women were them.selves women. Mridula 
Sarabhai was put in overall charge of the 
operation and assisting her (or otherwise 
involved in the operation) were a number 
of other women: Rameshwari Nehru, 
Sushila Nayyar, Premvati Thapar, Bhag 
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Mehta, Kamlaben Patel, Damyanti 
tehfhal, Ann Kidwai and others. These 
women social writers were assisted by the 
x>lice of the country they worked in, as 
well as (in the case of India) by Indian 
workers. Every time a rescue operation 
was to be mounted, a woman officer was 
equired to go along, accompanied by the 
x>iice and others. In the eyes of the state, 
he women were better placed to handle 
he delicacy of the situation, and to 'per- 
iuade' those who were reluctant to give up 
heir new homes, to return to the national- 
parental fold. ‘Persuasion* was clearly a 
;uphemism, since the agreement had 
rategorically stated that the women’s 
wishes were of no consequence. The 
reeling that women would be better 
qualified to handle such a ‘delicate’ task 
was also shared by some key women (Pad- 
Tiini Sen. Mridula Sarabhai) whvi insisted 
hat women should be sent to rescue 
women. 

That the state was fully aware of the 
Jelicacy of the task is pointed out by the 
following: the 16th meeting of the I^rti- 
ion Council had decided, in early 1948, 
hat both Dominions should take charge 
pf refugees in their areas and that no 
'efugees should be forced to return to their 
pwn areas unless and until it was clear that 
:omplete security had been restored and 
:he state was ready to resume respon- 
iibility for them. But for women they said: 

The Ministry of Relief and Rehabilitation 
has set up a Fact Finding Branch in con¬ 
sultation with the Red Cross, an Enquiry 
and Search Committee with the special 
objective of tracing abducted women. 
Already 23,000 names have been given to 
Pakistan. For the recovery of abducted 
women the government depends at present 
on the active assistance of military 
authorities, district authorities, women 
and social workers and prominent 
persons. 

Concerted efforts continue to be made 
for the recovery of abducted and forcibly 
converted persons. On December 6 a con¬ 
ference of both Dominions was held at 
l.ahore and it was decided that both 
Doftiinioris should make special efforts to 
recover these women. More than 25,000 
enquiries about abducted women who are 
in Pakistan have been received by the 
Women’s Section of the Ministry of Relief 
and Rehabilitation... nearly 2,500 have 
already been rescued... the main obstruc¬ 
tion facing our rescue parties today is the 
fear harboured by the majority of ab¬ 
ducted Hittdu women that they may not 
be received again into the fold of their 
society, and the Muslims being aware of 
this misgiving have played upon the minds 
of these unfortunate women to such an 
extent that many of them ate reluctant to 
come away from their captors back to 
India, it has been mutually agreed bet¬ 


ween the two Dominions that in such cases 
they should be forcibly evacuated.'^ 

But forcible evacuation was not that 
easy. Sometimes the women resisted—out 
of fear of a second dislocation, a repeat 
of the trauma, another uprooting, or fear 
of non-acceptance, and equally because 
many of them were actually happy and 
settled in their new situations, while at 
others they were happy to return. While 
the women officials charged with the 
task of rescuing dbducted women were 
recruited because it was felt that they 
would be better able to persuade reluctant 
women to return, being women, they also 
understood only too well the fear and 
dilemmas faced by those they were re¬ 
covering. Anis Kidwai, who worked as a 
social worker in refugee camps in Delhi 
sums up the dilemma of many of these 
women poignantly. I quote from her at 
some length: 

In all of this, sometiiftes a girl would be 
killed or she would be wounded. The good 
‘maal* would be shared among the police 
and the army, the second rate stuff would 
go to everyone else. And then these girls 
would go from one hand to another and 
then another and after several hours would 
turn up in hotels to grace their decor, or 
they would be handed over to police 
officers in some places to please them. 

And every single one of these girls, 
because she had been the victim of a 
saazish, she would begin to look upon her 
'rescuer', perforce as an angel of mercy 
who had in this time of loot or killing, 
rescued her, or fought for her. and brought 
her away. And when this man would cover 
her naked body (whose clothes had 
become the loot of another thicO with his 
own loincloth or banian, when he would 
put these on her, at that moment she 
would forget her mother’s slit throat, her 
father’s blo<]dy body, her husband’s 
trembling corp.se—she would forget all 
this and instead thank the man who had 
saved her. And why should she not do 
this? Rescuing her from the beast this 
good man has brought her to his home. 
He is giving her respect, he offers to marry 
her. Flow can she not become his slave for 
life? 

And it is only much later that realisation 
dawns that among the looters this man 
alone could not have been the innocent, 
among the police just he could not have 
been the gentleman. But all were tarred 
with the same brush. Each one had played 
with life and death to ‘save the honour’ 
of some young women, and thousands of 
mothers and sisters must be cursing these 
supposedly ‘brave men’ who had abducted 
their daughters. 

But by the time this realisation came, it 
was loo late. Now there was nowhere for 
her to go: by this time she is about to 
btcome a mother, or she has been through 


several hands. After seeing so many men's 

faces, this daughter of Flindustan, how 

will she ever look at the lace of her 

parcnt.s, her husband?'' 

The women’s fear was real. Their non- 
acceptance by Flindu families became a 
major problem: suddenly the slate, so 
quick to come forward with its 'recovery' 
was at a loss to know whal.to do for the 
re-integration of these women into the 
new nation, which became, in the eyes of 
the stale, synonymous almost with their 
families. Anis Kidwai, Kamlaben Patel, 
Damyanti Sahgal, all thtee women who 
worked with abducted women, point to 
this. Several things were at work here: 
families had filed complaints about 
missing relatives, particularly mivsing 
women, but between the filing of com¬ 
plaints and the actual recovery, months, 
sometimes years, would pass, in the in¬ 
terim the women would often have mar¬ 
ried, or become mothers, or simply settled 
in their new homes. Anis Kidwai says: 
“But now a different problem arose. The 
majority of the girls did not want to go 
back.”'^ While this was true lot some of 
the women, where their families weic con¬ 
cerned, they faced a different dilemma. 
Some of the women were now ‘soiled’, 
they had lived with, married, borne 
children to the men of the ‘other’ com¬ 
munity, they had therefore 'diluted' the 
‘purity’ of the community, how could they 
now ^ taken back? And what was to be 
done with the visible results of their 
impurity, their sexuality, i e, their children? 

So acute was the problem that both 
Gandhi and Nehru had to issue repeated 
appeals to Flindus, asking them not to 
refuse to take the women hack into the 
family fold. In a public appeal made in 
January 1948 Nehru said; "I am told that 
sometimes there is an utiwillingness on the 
part of their relatives to accept those girls 
and women|who had been abducted) in 
their homes. This is a most objectionable 
and wrong attitude to take up. These girls 
and women require onr tender and loving 
care and their relatives should be proud 
to take them back and give them every 
help:”’ 

And Gandhi said: “I hear women have 
this objection that Flindus are not willing 
to accept back the recovered women 
bccau.se they say that they have liecotne 
impure. I feel this is a matter of great 
shame. That woman is as pure the girls 
who are sitting by my side. And if any one 
of those recovered women should come 
to me, then I will give them as much 
respect and honour as I accord to these 
young maidens.”'^ 

For several years afterwards—indeed 
well into 1955—the fate of thc.se women 
was of considerable concern to the two 
governments. Legislative assembly records 
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for the years following 1947 show an 
ongoing concern and debate on how many 
women had been rescued, where the 
iargcst number of recoveries had taken 
place; why had other places done so badly 
and so on. Interestingly, although it was 
women who were in the actual 
recovery operations, questions were raised 
mainly by men. The fact that fewer Hindu 
women were recovered from Kiklstan than 
Muslim women from India became a 
matter of great concern and Ttgures on 
how many had been recovered, or concern 
about the slow rate of recovery came up 
often. For example, in anger to a question 
in parliament the following figures were 
given for the year 1952: from April 1951 
to the end of January 1952 1,703 
recoveries had been made in India as 
against 629 in f^kistan.'^ 

In the discussion that followed the 
presenting in parlaiment of the Abducted 
Persons (Recovery and Restoration) 
Bill—which later became an act—one 
J J Kapoor from Uttar Pradesh made an 
interesting statement. He said: 

I extend to this Bill my wholehearted sup¬ 
port and I congratulate the great 
humanitarian consideration which has ac¬ 
tuated it in bringing forward this measure 
and also for setting before the country a 
very high standard. For what could be 
considered to be of greater humanitarian 
utility than the work of restoring abducted 
children to the lap of weeping parents and 
restoring abducted sisters to loving wives 
and abducted wives to pining husbands? 
Of all the crimes and sins that had been 
committed during the horrible days that 
followed the ill-fated Partition of the 
country in 1947,1 think no greater sin and 
no greater crime was perhaps committed 
than the one relating to the abduction of 
innocent children and women, and it must 
be our sacred duty to restore abducted per¬ 
sons to their original families irrespective 
of the period of abduction... Wc must give 
due credit to the devoted band of workers 
who have rendered yeoman service and 
above all to our sister, Shrimaii Mridula 
Sarabhai whose .services in this direction 
have been so very conspicuous. 

There are. however, one or two things to 
which I would like to draw the attention 
of the honourable Minister. One of them 
is that Uttar Pradesh seems to me to have 
been dragged within the purview of this 
Bill because in the chart that has been sup¬ 
plied to us by the government, I find that 
during the period commencing from 1st 
January 1951 ri{;ht up to this dale, there 
has not been a single case of any abducted 
person having been rccoveied in UP. Not 
only that, even in 1950 there were only two 
cases. Thus it docs not appear to be 
necessary at all to tarnish the fair name 
of UP." 

in (he ensuing discussion further Figures 
are traded, mother MP (this time from 


West Bengal) comes back to Kapoor and 
mocks his concern for being limited by 
certain 'geographical considerations’, 
while Guha, also from West Bengal, 
assens: “abduction is one of the most 
abominable offences a man can commit 
and in the matter of honour of women, 
there cannot be any question of religion 
or nationality..”" 

And yet, these were the very questions 
that dictated the nature of the whole 
enterprise: questions of religion and na¬ 
tionality. The women were Hindus and 
Muslims and they had to be brought back 
to their Hindu and Muslim nations. There 
are close parallels in the notions of 
honour as defined by the community and 
family on the one hand and the state on 
the other. For the survivors among com¬ 
munities and families where women were 
‘martyred’ or chose to become ‘martyrs’ 
they (the women) were taking upon them¬ 
selves the (ask of preserving the ‘honour’ 
of the community, perhaps the biggest 
blow to which would have been forcible 
conversion—a transgression or a blatant 
violation of the boundaries and spaces 
delineated for themselves by the two 
communities Hindus (and Sikhs) and 
Muslims, and equally importantly, for the 
spaces delineated for the women by each 
of the communities. These family codes 
were paralleled by the codes of the state 
where the women themselves did not, by 
and large, necessarily take on the task of 
holding up the honour of the ‘nation’ (or 
if (hey did, we have no record of it). But 
the state invested them with this, their 
rescue or recovery was seen as a ‘humanit¬ 
arian’ task, an ‘honourable' enterprise and 
so on. Thus the patriarchal family and the 
patriarchal state both came close in their 
perception of women’s role. While women 
carry the honour, they do not have a 
choice. 

But while (here was a similarity in how 
the state and the community saw women 
as carrying the honour of both, (here were 
also differences in how both approached 
(he question of women. 

For the community it was the woman’s 
sexual purity that bwame important, as 
also her community and/or religious iden¬ 
tity. For the state, because the women the 
state was rescuing, were already in a state 
of sexual ‘impurity’ having often lived 
with their captors, this problem had to be 
pushed aside, and their religious identity 
made paramount. Hence Gandhi’s exhor¬ 
tations to families to take their sisters and 
daughters back. Gandhi’s and Nehru’s 
were not the only exhortations: the 
ministry of relief and rehabilitation is said 
to have issued a pamphlet which quoted 
Manu to establish that a woman who had 
had sexual involvement with someone 
other than her husband, became purified 


after three menstrual cycles, and hence her 
family could accept her back. Similarly, 
we were told in one of our interviews that 
stories were published which openly ac¬ 
cepted that Siia had had sexual congress 
with Havana, despite which she remained 
pure. 

The state did not, of course, enter into 
the task of recovery entirely on its own. 
Just as families filed reports of missing 
relatives, so also they recorded missing 
women, interestingly, many of the reports 
were Filed by men. and later it was the men 
who often refused to take women back. 
It was perhaps (he enormity of these 
numbers that acted as a pressure on the 
state to take up the task of recovery. In¬ 
terestingly enough, although both coun¬ 
tries traded numbers to see who had suc¬ 
ceeded in flushing out more women and 
‘restoring’ them to ,their 'families’ (the 
word often became synonymous with the 
nation), there was no disagreement bet¬ 
ween them on the necessity of the (ask. 
although often their functionaries felt dif¬ 
ferently. We have seen some of the am¬ 
bivalences in the attitudes of the women 
social workers (and will see more in detail 
below) but Kamlaben records that often 
hefty Sikhs would come outside camps 
and weep, asking that their wonten, who 
had become ‘pure’ by tasting Amrit 
(Muslim women whom the state had 
rescued) be restored to them, the func¬ 
tionaries would respond (hat they were 
only doing (heir jobs, which they would 
lose if (hey did not return the wome.i to 
their rightful homes. 

If these were (he problems posed by ab¬ 
ducted women, the children (on whom I 
touch only briefly here) born of their 
unions with men of the ‘other’ community 
posed quite another. Throughout this 
paper I have dealt only with experiences 
from one side of the border, and largely 
(he experiences of Sikh and Hindu 
women. For the Sikh and Hindu com¬ 
munities. and indeed here (hey had clear 
support from (he state, the children born 
of these unions somehow posed bigger 
problems. The women could be, in piany 
ways, ‘rcpuriFied’—because they had been 
forced into their situations—and brought 
back into the family, religious and 
national folds, but a child of a Muslim 
father and Hindu mother made things 
more difFicult. In the debates that follow¬ 
ed on this subject, suggestions were made 
that such children should be treated as war 
babies and left behind in the country in 
which they were born. Kamlaben says that 
when she and others argued that where 
war babies were concerned, it was the 
mothers who stayed behind after soldiers 
left, here what was being proposed was 
different. Other solutions were then sug¬ 
gested: infants could come along with 
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women to the camps, however, if their 
families objected, the children would have 
to slay behind in the camps and the social 
workm would have to find homes for 
them; older children were meant to stay 
with their ‘natural’* fathers, and children 
in the womb would clearly have to be done 
'away with. Damyanti Sahgal points out 
that the process of getting rid of children 
in the womb—'safaya' she calls it (in 
Juliundar this was known as ‘medical 
treatment—was taken up by the state, and 
spedfic hosptials were targeted (she names 
Kapur hospital in Delhi) which, according 
to her, made their fortune on such clean¬ 
ing operations. And this out of a special 
budget put aside by the state; and at a time 
when abortion was not yet legal in In¬ 
dia.^ Kamlaben Patel corroborated this. 
She said that pregnant women were taken 
to Jullundur where they were kept for 
periods of up to three or four months— 
enough time for an abortion—and given 
what she referred to as ‘medical 
treiyment*.^' 

A conference was called in Lahore to 
discuss the problem of what to do with 
children born of mixed unions. It was 
generally felt that it would be better to 
leave such children with their fathers. 
However, at Mridula Sarabhai’s insistence,' 
women were allowed to lake their children 
with them to Jullundur where they would 
keep them with themselves for IS days 
after which they could decide whether 
they wanted to keep them or not. Anis 
Kidwai tells the story of a young woman 
who could not decide whether she wanted 
to keep her child or not. Eventually she 
left the child with Kidwai, making her 
promise that she would look after it and 
keep the mother informed of where the 
child was given. But, as she says, although 
they made such promises, they were 
seldom able to keep them.^* 

At this stage we can perhaps ask: why 
did the question of the recovery of women 
become so crucial to Indian state? Why 
did families, more particularly men, bring 
pressure upon the state to launch such 
large-scale recovery operations? I would 
like to hazard that many things were at 
stake here. For men, who in more ‘hor- 
mal’ times would hare seen themselves as 
. protectors of women, the fact that many 
of ‘their’ women had been abducted (no 
matter that some women may have chosen 
to go. they had to be seen as being for¬ 
cibly abducted), meant a kind of collapse, 
almost an emasculation of their own 
agency. Unable to be njual to this ta.sk, 
they now* had to hand it over to the sute, 
the new patriarch, the new super, the new 
national, family. As the central patriarch, 
the state now provided coercive backing 
for restoring and reinforcing patriarchy 
within .the family. 


For the post-colonial, deeply contested, 
fragile and vulnerable state, this was an 
exercise in restoring its legitimacy. Indeed. 
I would even suggest that the legitimacy 
of the state at this time depended very 
much on this venture of the recovery of 
what had been lost: prestige, women and 
perhaps property. Thus the state acted on 
its own behalf and on behalf of those 
communities who appealed to it and in¬ 
vested it with agency on their behalf. The 
situation was an extraordinary one: in a 
sense male authority within the family 
had collapsed, families had been unable 
to protect their own, so they appealed to 
the state. And for the self legitimation of 
the state and the community, the question 
of gender became crucial. 

What about the women who resisted, 
who did not want to return? Here, I would 
like to go back to the question of agency. 
Can we perhaps say that in this extra¬ 
ordinary situation, removed from the 
simultaneously coercive and supportive 
context of their communities, and often 
of their class, those women who resisted 
were acting as women, as mothers, and 
were exercising agency on their own 
behalf? Unlike, say the women of Thoa 
Khalsa.who acted as members of their 
community. These abducted women were 
in a sense in a 'no-man’s land’, and thus 
when they acted or attempted to resist 
beinfrresiored to their original families, 
they were exercising a different kind of 
agency? 

The silence that has surrounded these 
issues is part of the gcnef-al silence on the 
pain and trauma of Rairtition. At the same 
time the silence about women's experien¬ 
ces specifically suggests something dif¬ 
ferent: for what are at stake here are not 
only questions of state, but also questions 
of identity, of agency, of religion and of 
sexuality. As far as the Indian state was 
concerned, women were defined in terms 
of their religious identities (an unusual 
stance for a supposedly secular state to 
take)—they were either Hindu or Muslim. 
And the children of mixed unions, apart 
from being visible reminders of these, did 
not fit easily into either category. The 
women, however, saw themselves differ¬ 
ently—as members of a community, as 
Sikh or Hindu, or Muslim, as mothers, 
as women—and acted upon these dif¬ 
ferent identities at different times. It is to 
the women themselves that 1 now want to 
turn. 

HI 

The Women 

How do we begin to understand the ex¬ 
periences of these women and children 
which have remained shrouded in silence? 
It seems to me that there are so many 


complexities and different aspects here 
that we can perhaps only begin to explore 
the meanings that may lie there. For while 
the attempt to uncover these experiences 
is one sort of exercise, it is also important 
to ask what tools we hare at hand to begin 
this exploration. There arc very few ‘of¬ 
ficial records’ or ‘facts and figures’ that 
are available here. And indeed what we are 
dealing with is what lies beneath and 
beyond these facts and figures: the sub¬ 
texts that lie in personal diaries, memoirs, 
accounts of survivors. It is these that add 
the ‘other’ dimension to history. I do not 
mean to say that these voices are in any 
way more sacrosanct than those of official 
records, merely that in attempting to 
approximate the ‘truth’ of any situation, 
it is at least as important to examine these 
voices as it is to look at records. For my 
part, I have found this a process that raises 
several key questions which I feel deserve 
to be asked. 

Apart from a few sporadic discussions 
on the fate of the abducted woman, most 
records are quite silent on the experiences 
of others. We know little about the women 
who took iheii own lives, or about those 
who ‘offered’ themselves up for sacrifice, 
and of how they arrived at such decisions. 
Equally wc know little of how many 
women actpally wanted to be ‘rescued’, 
how many were ready to face a second 
trauma, a second dislocation, and what 
their feelings were about the larger 
discourse (hat occupied the space around 
them, the discourse on ‘nationhood’, the 
state, on ‘freedom’. Were they aware of it 
at all? Did (hey feel involved in it? Their 
stories, which arc as much part of history 
as any others, can today only be rccovcr- 
ed--and that too partially—through ac¬ 
counts of survivors or through memoirs 
and writings from the time. 

But such accounts are also incomplete; 
we know for example, (hat the violence of 
Partition also included sexual assault and 
rape on thousands of women. Many were 
killed, thousands were abducted and were 
untraceable, there were any number of 
voluntary and forced abortions and 
separations from the children burn of 
rape. Accounts of survivors mention these 
things but only in a fairly general sort of 
way, for rape, forcible marriage, abduc¬ 
tion, all of these are still difficult to speak 
of, to articulate, because of the stigma 
they continue to carry. Women will not 
speak of them, nor will families. Con¬ 
versely, the accounts of women’s ‘heroism’ 
do not have to be hidden; they can be 
talked about. While the latter can then be 
recovered in some ways through accounts 
of survivors, there is little possibility of 
recovering anything substantial on the 
former. This paper is perforce silent on 
these. 
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What of the other accounts: of the 
women who acted on behalf of the state 
and worn into both countries to iwue the 
abducted women? How did they feel? In 
these we arc forjunate to have some 
written accounts and memoirs, and some 
interviews. Kamtaben Patel, one of the of¬ 
ficers who worlibd under Mridula Sara- 
bhai—who had overall charge of the 
rescue operations—said that in the work 
of the recovery of abducted women she 
felt ‘sandwiched’, caught between being an 
officer of the government and being a 
woman who felt for the women she was 
rescuing. But, she went on to say, “.. .1 
worked as a Woman, not Muslim or 
Hindu, but as a woman and it was as a 
woman that I felt for other women—it 
didn’t matter if she was Hindu or Muslim, 
if she had been abducted, she had to be 
returned to her relatives. It was becau.se 
of this that sometimes I had to fight with 
my own people.. 

But when she learnt ironi Miidula 
Sarabhai and Rameshwari Nehru that 
some women wcic refusing to return to 
their ‘homes’, that they had even changed 
their religion. Kamlaben said “When 1 
learnt that some women were refusing to 
come back and that they had converted, 
I found this difficult to believe. This con¬ 
version should not be considered conver¬ 
sion and such marriages as they have 
made should not be considered marriages. 
Such women should be treated as 
‘via.shyas’ [those who are reluctant to 
return]... today it is necessary that those 
women who have been forcibly abducted, 
should be taken away from the ‘paraya’ 
min who have made them slaves in 
-‘paraya houses and they should be 
brought 10 their ‘real’ homes.' 

Although Kamlaben clearly felt sym¬ 
pathetic tow'ards the women she was res¬ 
cuing, she did not seem to question the 
notions of ’paraya’ and ‘real’ homes 
which the state had created. Anis Kidwai, 
who worked in relief camps at Delhi, felt 
differently. She .says: “the reader will find 
it difficult to understand how 1 felt as a 
woman on hearing about these hapless 
women who did not want to return. 1 kept 
trying to convince everyone that they 
needed to think coolly and, calmly, to 
understand why it was that these women 
did not want to return. But no one was 
willing to listen...’’^’ 

Although, on the whole, it seemed as 
if Muslim families were more willing to 
take Muslim women back than Hindu 
ones were, perhaps because Islam does 
not have the same strict codes of purity 
and pollution that Hinduism hai, there 
were some Muslims who were reluctant 
to do so. Anis Kidwai points out that 
Muslim mtn would grind their teeth and 
their faces would fill up with religious 


pride and righteousness. "Shame on these 
women", they would say. But had they 
ever tried to understand the predicament 
of these women: an oppressed woman, 
one who has always lived in purdah, one 
who has, before this, not looked at a man 
other than her father and her brothers, 
and who now believes herself to be a loose 
woman, a bad woman, because she has 
lived with another man for months, she 
has lost her honour...who will take her 
back?’’.^ 

For the state the rescue operations were 
premised on the assumption that women 
of a particular religion should be restored 
into the fold of that religion. Anis Kidwai, 
however, questions how much meaning 
religion could have for women, parti¬ 
cularly some of the Muslim women. She 
says: "And what does she know of 
religion anyway? At least men have the 
opportunity to go to the mosque, and 
pray, but the women. Muslims have never 
allowed them to stand up. 1 he moment 
they see young women, their eyes become 
full of blood: run away, they tell them, 
go off. What arc you doing here...the 
culprit is within themselves..but it is the 
women they make run away: if they come 
into the masjid the whole namaz is 
ruined. If Uiey try to listen to the last call 
of the month of ramzan, everyone’s at¬ 
tention is distracted...if they go into a 
quawali, the sqrts will turn their attention 
from god to t^e world...-’ 

Interestingly, it is only in the accounts 
of these women, Kamlaben Patel, Anis 
Kidwai, Damyanti Sahgal, that we find 
something approaching an understanding 
and sympathy for the dilemmas of the 
women who were abducted, or who left 
voluntarily, and those who were reluctant 
to return. And yet, their own stances 
vary: Kamlaben. for example, siwaks 
.sometimes as an ‘Indian’, other times as 
a ‘Hindu’, sometimes as a ‘social worker’, 
as a ‘nationalist’ and sometimes, by her 
own definition, as a ’woman', this last 
category subsuming, often, all others. 
Anis Kidwai also speaks of how she felt 
as a woman, separately from how she felt 
as an Indian; and Damyanti's articulation 
is also similar: “Of course we felt for the 
women we were Bushing out—sometimes 
we had to use the police to Wing tWm 
ou' But what we were doil^g had to be 
done.” Perhaps it is becauscof this, that 
in spite of their sympathy .\for the ab¬ 
ducted women, all of them cpntinucd to 
act on behalf of the state, anfl not ques¬ 
tion why national honour was at stake so 
much in each coun'ry’s women. For both 
countries it seemed almost as if the loss 
of these women—particularly to the 
’other’ religion-T^meaiit more than any 
other loss, something that seemed to be 
shared by both men and women. Kamla¬ 


ben tells the story of the women’s in¬ 
sistence in larlianient that they be allowed 
to be part of the search committees, and 
yei does not really question the rationale 
for the stale’s concerted attempts at res¬ 
cuing the women. She recounts how the 
two sides (mostly men on the two sides) 
perceived ihis: 

Women were exchanged for women, 
politically they were recovered and ex¬ 
changed. the f^ewer we give away from 
here, the more popular we will be; our 
political workers also had the same feel¬ 
ing, because the fewer you give away the 
more popular you will be in Punjab and 
the more your status would go up, and 
the same thing would happen here...-* 

She goes on to describe a particular 
case in court (all disputed cases had to 
come up before a Tribunal and Kamlaben 
went to appear on behalf of India in this 
one) which relates to seven women and 
their children who did not want to be 
rescued. When Kamlaben went to appear, 
her Pakistani counterpart, also a woman, 
Rabiya Karigar, came along to offer her 
moral support as a woman. Kamlaben’s 
iccount: 

I swore on the Koran and then I presented 
our Inter-Dominion agreement saying we 
arc working under this and we don't only 
take women from here but also from 
India and send them here. Then suddenly 
there was a shout from the back-benches 
...they shouted, we don’t want them but 
we don't want to give you our women. 
In court the Christian lawyer who was 
arguing on our behalf had a icsoltiiion 
passed against him and was boycotted. 
The judge then said the agreement was 
nothing but a piece of paper and that 
unless this could be turned into law they 
had no use for it. immediately there was 
s. habeas corpus on seven people and we 
had to leave, but you know Amritsar was 
only an hour and a half away, and news 
travels very fast and by the lime wc got 
there, there were four or five habeas cor- 
puses there on several women so that they 
shouldn't be allowed to go back...every¬ 
one kept going on about fewer women 
coming from there, more going fiom 
here. They would say, "chalegaye heere, 
aa gaye kheere”.^ 

She points out that for disputed cases 
there was a tribunal but that the two SPs 
og either side would fight: "That was 
fun’’, she says. 

You sec. wc had a tribunal for disputed 
cases of Muslims who claimed to be 
Hindu and vice versa. There were psycho¬ 
logical reasons for this. It was very dif¬ 
ficult for me to say she is a Muslim and 
should be sent back to Pakistan, our SP 
could get very angry, he would feel this 
was politics, and I tyould say, no, if this 
was politics, wc would not be doing it 
here, we'd do it with Muslims in our own 
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country. 11 .we have four crore Muslims 
in our country, what do we want with 
400? If there are four crore Muslims in 
India it's because of progress. Those who 
have settled and made up their houses, 
we're not planning to pull them out, but 
those who have been abducted, we have 
toi shelter them. I would say. I'm not piay- 
ing politics. I'm not a Muslim or a Hindu, 
or a Christian. I'm a woman and it's 
becau.sc of this that I’m doing what I'm 
doing.”' 

There is irritation here at the objec¬ 
tification of women, but there is also 
pride at the ‘largeness’ of India which can 
have ‘four crore Muslims’. I would like 
to suggest here that in spite of the under¬ 
standing, sympathy and anguish that 
these women felt at the fate of the ab¬ 
ducted women, they aided and abetted the 
entire rescue operation mounted by a 
patriarchal state-, consenting thus, not 
only in the patriarchy of this slate, but 


also in its violence towards the abducted 
women, and exercising agency on behalf 
of the state and often against women. 

This was, in many ways, similar to the 
kind of consent given to the violence of 
patriarchal communities by both men and 
women in incidents such as the one we 
have seen (the mass suicide by drowning) 
in the early part of this paper. Apart from 
notions of honour and virtue that pro¬ 
vided the rationale for the rescue opera¬ 
tions, there were also more material con- 
sideratioifs. One particular story, again 
culled from personal memoirs and news¬ 
paper accounts, relates to a Laila Majnu 
like story which became a legend in 
Pakistan. A young Muslim woman was 
sold to one Buia Singh, a peasam from 
Amritsar district. Buia Singh married her, 
they fell in love and had two children, 
both young girls. For several years after 
her disappearance, the girl’s relatives. 


mainly aunts and* uncles who lived on 
land contiguous to her family’s, made ef¬ 
forts to trace her. Finally, six years after 
her 'abduction' she was traced to Amrit¬ 
sar district where she was happily mar¬ 
ried. She refused to return, but the family 
was anxious that she do so because they 
wanted her to marry their son, in order 
to keep control of the family’s property 
which would otherwise have bwn, pre¬ 
sumably, taken over by the .state, t^inally, 
she was taken away forcibly, and .she took 
her younger child with her. Buta Singh 
then made desperate attempts to get to 
Pakistan, .so much so that he was suspec¬ 
ted of being a .spy, and tinully he con- 
verled to Islam and found his way to his 
wife, Zainab’s village. There, Zainab had 
by now been married off to her cousin. 
The case came up before the tribunal. 
Buta Singh was confident that his wife, 
who had time and again declared herself 
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HIGHUGHTS 

• Existing protit making, dividend paying 
Company ot the Masco Group. 

• Earnings per Sham Rs.20.67. Book 
Value Rs.63.7$. Net Worth Rs. 848 lacs 
ason31.3.1992(l0monlhB)and(kvidend 
40% (annualised) lor the period 1991 -92. 

• FulyinlegiBtedlacililiestarmanulacturing 
12 lac shoes/annum and their 
components technically upgraded by Bally 
International ol SwHzertand. 

• Issue lor investment in 

— lest Indo Chinese Integrated Steel 
venture, with equity pinicipaiion oi 
USStOmilkoninphaset byCMIEC 
ol Beijing. 

— Mesoo Mauritius pmjeo scheduled 
to go on stream by October. 1993. 
Prelerential access to PTA t EC 
countries markets. 

• Entire production ol shoes booked ler 
expoits till 1994. 

• Income Tax and Wealth Tax Bcneliis 

• Easy liquidity listing ol Debentures and 


Shares at Delhi, Bombay. Calcutta. 
Madras, Ahmedabad and Uttar Pradesh 
(at Kstpur) Stock Exchanges. 

RISK FACTORS 

• The project cost and means ollinanceol 
the Integrated Steel Project have been 
prepared by MECON, Ranchi- a 
Govemmern ol India undertaking and ol 
the Mesco Mauntius Project hwe been 
appraised by Ministry oi Commerce, Govt, 
oi India and the same am subject to 
Institutional Appraisal. 

* Main actiwtiesol Mideast (India) Ltd. are 
export oriented Any adverse changes in 
Government policy can ailed proiitability. 

* Exchange Rate lluduations may ailed 
cost ol imponed coke required lor the 
Integrated Steel Project and in turn might 
ailedthe proliiability oi Mideast Integrated 
Steels Ltd 

• For Steel Project. Mideast Integrated 
Steels Limited has acquired 2S0 acres ol 
land and lor another 250 acres land the 
Government allocaiion is awaited 
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* i^or Pharmaceutical project a luNy 
consiruded building has been obianed 
on lease Irom MEDIA (Mauritius Export 
Devciopmeni and Investment Authority) 
by Mesco (Mauritius) Limited lor S years 
and It IS lunher extendable. 

• Total value ol plant and machineries lor 
both the piojeds is Rs 51 crores and 
orders have not ye* been placed. II any 
delay in mceiving the same, the schedule 
ot implementation, cost ol the project, 
and proiitability ot the company will be 
allected. 

* Final sanction tor power Irom Stale 
Electricity Board is awaited. 

• Future projections data are only 
company's in-house exeiase and rrot by 
any bank or linancial institution. 
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to be happy with him, and who had been 
forced to go back, would stand by him. 
But in court Zainab denied Bula Singh 
and gave his child back to him. The 
lovelorn and bereft man then committed 
suicide, and it was only later that a per¬ 
sistent woman journalist managed to get 
a confession out of Zainab that she had 
been forced into giving the denial in 
court. What was at stake here, on both 
sides, was property. Buta Singh’s own 
family in east Punjab did not want him 
to marry and were happy when Zainab 
was taken away, because they did not 
want a fragmentation of their property. 
And Zainab’s family wanted her back, 
for the same reasons. ’• What, one 
wonders, had ‘religion’ and ‘homeland’ 
to do with the lives of these two young 
people? 

IV 

(^onclusiun 

Perhaps the most difficult part of an 
exercise such as the one 1 have attefnpted 
is to draw all the different threads 
together into a conclusion. As I have said 
at the beginning, my intention here was 
to pose some particular questions, rather 
than to provide answers. For me, al¬ 
though the real root .of these questions is 
located in 1984, they came out mo.st 
sharply in 1990, during the Bhagalpur in¬ 
vestigation that 1 have referred to earlier. 

A different set of questions came up in 
another such investigation, once again for 
the People’s Union for Democratic 
Rights. In 1989 a group of women, many 
of them in their 60s, went on .strike out¬ 
side the house of the then home minister, 
Buta Singh, demanding an increase in 
their pension. Many of these women were 
refugees from the time of Partition, they 
had spent much of their lives in camps, 
many had been widowed, perhaps some 
had even been ‘rescued’ although no one 
spoke of this. Now, close to retirement 
age, they were demanding of the state the 
right to a pension that would enable them 
to live with dignity. This same state had 
continued, albeit in an arbitrary sort of 
way, to act the stable patriarch for these 
women, providing them with work in its 
sewing production centres. At the tail-end 
of their lives, having been rendered home¬ 
less and alone of widowed by Partition, 
most of them had no other family to turn 
to but the state. Here. then, was a dif¬ 
ferent kind of agency, directed at a state 
that had at one time being quite coercive 
and violent towards these same women. 

An interest in history, and ap involve¬ 
ment in activism were the things that 
formed my starting point in this exercise. 
In the process I discovered how difficult 
it is to talk in generalised terms about 


women, history, their agential capacity, 
their roles and identities, the meanings of 
violence. As my work developed, it 
became clear from the accounts of Parti¬ 
tion that women have and often play out 
multiple and oRen overlapping identities. 
Thus the women who committed mass 
suicide could have done so out of fear of 
rape because they were women; equally 
th^ could have been acting, at that 
particular point, as members of their 
community and class. For those who 
tesisted rescue, their agency was perhaps 
on behalf of themselves and their 
children, bom and unborn. And for those 
who worked with the rescue teams, dif¬ 
ferent identities operated at different 
times: a servant of the state, a member of 
a new nation, a Hindu, a woman. Thus 
our understanding of agency too needs to 
take into account notions of the moral 
order which is sought to be preserved 
when women act. as well as the mediation 
of the family, community, class and 
religion. 

In the remembrance rituals that take 
place in gurudwaras in different pans of 
the country, the women’s ‘heroic’ steps in 
offering them.selves up for death are 
valorised, while their abductions are gloss¬ 
ed over. These valorous women are now 
beginning to find their way into small 
booklets and illustrated comic-type things, 
which are distributed free, or sold very 
cheaply, to people, but which are used 
especially for children, to tell them 
stories and impress on them the impor¬ 
tance of believing in and practising 
their religion. It does not take much to 
sec that this is a preparation for the 
future 

The story of these women is by no 
means over. Today, more than ever, 
questions of violence of women’s par¬ 
ticipation in it, of their agency and 
collusion, are becoming important. While 
it is important that hisotrians look 
at areas they have left untouched, it 
is equally important that women acti¬ 
vists do some introspection and examine 
their assumptions about vMimen. For, 
rather than make simplistic assump¬ 
tions about the power of women, it 
is better, as Kumkum Sangari points 
out, to capture the complexities of 
strugglT 
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Partition and Family Strategies 

Gender-Education Linkages among Punjabi Women in Delhi 

Karuna Chamuia 

Family strategies are oftert responses to external changes and macro developments ittfluence the options available. 
Partition harrowed the physical spaces and enlarged the social spaces available to women thereby affecting the 
practice of ’parda’ or seclusion, modified the impact of caste and regional culture on marriage arrangements, 
and widened the channels of educational mobility and employment for girls and women. 

: This article, based on the life histories of Punjabi wornen in Delhi, seeks to demonstrate the change in the 
dynamics and structure of families as a result of external chdagee in ^iety and the economy, with particular 
emphasis on the relationship between gender and education utttkia tfie family. 


THIS article revolves around the life 
histories of Punjabi women who migrated 
from their homeland after the Partition 
of India in August 1947 and the conse¬ 
quent effect on changing gender roles and 
family survival strategies. These Punjabi 
families have survived the holocaust of 
Partition and have rebuilt their lives. Their 
case histories represent Hindu families 
which did not necessarily suffer from 
direct lose of life, abduction and rape of 
their women, rioting and muideil Studies 
of the Partition of India in 1947 have 
highlighted the mass migration in the 
wake of large-scale rioting, looting and 
killing. Statistics are given on the abduc¬ 
tion and rape of women, hopelessness of 
millions of families, their life in makeshift 
refugee camps, the lack of financial 
resources, etc These had great implica¬ 
tions for women. Literary works, especial¬ 
ly novels and stories in the regional 
languages, have highlighted some of these 
dimensions especially the plight of 
women. However, social scientists have 
hardly focused on this phenomenon, in 
general, and on its impact on the families 
and on women, in particular. 

There is need to underscore the point 
that while migration, uprooting and the 
consequent trauma were shared by most 
of the migrating Punjabis, their reactions, 
responses and the coping mechanisms and 
strategics varied. Several factors determin¬ 
ed the time and impact of Partition. 
Although India was divided on August 14, 
1947, the decision of the British to quit 
India and to divide it was taken much 
earlier. Therefore, long before the event, 
Punjabis knew that their state would be 
divided but where exactly the line would 
be drawn was not known. The important 
point of speculation was whether Lahore, 
the social and cultural centre of Punjab, 
would be in India or Pakistan. Hindus 
and Sikhs had hoped that it would be in 
India. Therefore; several people deferred 
the decision to migrate till the last. 

The impact of Partition had begun to 
be felt as early as March 1947 with riots 
starting in i..ahorc followed by the rest of 
Punjab. The intensity increased after 
August 14, 1947. It forced Hindus and 


Sikhs to migrate to safer places*. Thus 
migration which had begun much before 
August 1947 continued till after Partition. 
Some people migrated in one stage to this 
side of the border, others migrated in 
stages, i c; moving from an interior or far 
off place towards and nearer Lahore and 
then moving across the border after the 
final announcement of the Partition. 

Again, location or place from where 
they migrated was critical, i c whether 
they were residing in areas far away from 
the line of Partition, whether they were 
residing in a Hindu or Muslim majority 
neigbourhood, village, town or city; the 
route that they had to follow to cross the 
line of Partition and whether any refugee 
camps were set up en route; the kind of 
(police/army) protection in these camps 
and en route to the railway stations and 
to the caravans or trucks; and the route 
that these trains and caravans took and 
what happened on the way. 

Another important factor was avail¬ 
ability of information about the impen¬ 
ding Partition prior to the aaual event. 
Depending on social contacts and 
business networks and connections in 
what was expected to be India, people 
responded to the new situation, ^r 
example, those who had business partners 
or branches on this side came early. Those 
who had jobs in firms with branches in 
other cities of India, tried to get transfer¬ 
red. In addition, liquid assets such as cash 
were transferred through banks Social 
contacts, especially if parents or parents- 
in-law were living on the Indian side of 
the expected line of Partition helped in 
transferring the women and children. 
Then there were those who were involved 
in the political movement for in¬ 
dependence who willingly sacrificed 
everything and brought no assets. 

Experiences during the Partition which 
impacted on adjustment also varied. 
There were those who lost family 
members and those who did not; those 
who witnessed murder and arson and 
those whose women relatives were raped, 
murdered and abducted and those who 
were spared of these atrocities. Those who 
killed their women and those who did not 


have to. Those who lived in the refugee 
camps and those who did not. Those who 
lost all material possessions and those 
who transferred their liquid assets. In this 
context, comparison with less fortunate 
compatriots helped them to cope. Those 
families which migrated with all the 
members began to view themselves as 
being very ‘lucky* and the loss of material 
possessions became a secondary impor¬ 
tance This awareness helped them rebuild, 
cope and adjust. Not that the first genera¬ 
tion has forgotten their homeland and 
their birthplaces, but they have managed 
to rebuild the present and to look to the 
future. As a result, the second generation 
women, even those who were born before 
the Partition, do not remember much and 
the scars of their parents do not seem to 
have affected them much, lb the third 
generation. Partition seems like a distant 
historical event. 

This paper demonstrates that there has 
been change in the dynamics and struc¬ 
ture of families as a result of external 
changes in society and in the economy. As 
family strategies are often responses to 
external changes, macro policies and 
developments influence the options 
available to them. In recent years, 
feminists have looked at the linkages bet¬ 
ween macro-processes and the institutions 
of family and kinship.' This paper 
highlights the response to change and the 
consequences of external developments. It 
focuses on how ‘Partition* narrowed the 
physical spaces and enlarged the social 
spaces available to women thereby affec¬ 
ting the practice of parda or seclusion, 
modified the impact of caste and regional 
culture on marriage arrangements and 
widened the channels of educational 
mobility and employment for girls and 
women. 

It also explores the interface between 
the institutions of family and marriage, 
on the one hand, and of women’s par¬ 
ticipation in formal education and 
employment, on the other. It presupposes 
that decisions regarding access to educa¬ 
tion are taken within and by the family. 
They are determined by familial con- 
sidentionof gender roles and the need for 
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fcnnal education. The latter set of institu- 
tioni ha>« been traditionally the domains 
of anthropologists who undertake micro- 
.le«el. in-depth, long-term ethnographic 
-studies using qualitative tools of data 
collection. Education and employment, 
on the other hand, have been the domaitu 
of sociologists, economists and educa¬ 
tional researchm who underuke macro- 
level extensive survey-based studies at the 
local, national and international level. 
This division of labour is strikingly ap¬ 
parent in the research on education in 
India and, especially, on women’s educa¬ 
tion. Until recently anthropologists have 
shown little interest in the Indian educa¬ 
tional system or in potential linkages bet¬ 
ween women's educational choices, issues 
of marriage; family, kinship; sauality and 
caste...(They) have been curiously absent 
from the lively gender-education discus¬ 
sions of the past decade (Mukhopadhyay 
and Seymour 1993:2). 

On the other hand, issues relating to 
women’s access to education, its growth 
and expansion, the type and level of 
education available to them have been 
researched without paying attention to the 
familial context [Chanana 1988). Educa¬ 
tional researchers have generally ignored 
the need to contextualise the institution 
of education within the family. This 
“hcademic division of labour had dis¬ 
couraged systematic investigation of the 
potentially powerful interrelationships 
between women’s involvement in the for¬ 
mal educational system and indigenous 
traditional social institutions such as the 
joint family, dowry, arranged marriages, 
and purdah (sexual segregation)" 
[Mukhopadhyay and Seymour 1993:2-3). 

This paper highlights the family educa¬ 
tion and marriage education linkages 
within the gender education framework. 
It seeks to contextualise the relationship 
between gender and education within the 
family. How do familial considerations of 
propriety, protection of female sexuality 
and feminine domain and social roles af¬ 
fect women’s participation in education, 
its perceived benefits, the reasons for sen¬ 
ding daughters to schools, the type and' 
amount of education received by women? 
Conversely, the impact of women’s educa¬ 
tion on family and marriage, i e, on the 
age at marriage, the mode of marriage on 
endogamous arrangements, etc, is also 
analysed. In other words, does education 
of women affect or change gender roles? 
Lastly, were the changes only short-term 
strategies of adjustment in response to 
pressures generated by the macro¬ 
processes? 

PUNJAB: SOCIO-CULTURAL CONTtXT 

Punjab was the frontier province of 
India since it v-as situated on the main in¬ 
vasion route. Life was, therefore, marked 
by uncertainty and instability of social 


oiganisation. As a result, Punjabi culture 
has been more assimilative and less caste- 
ridden. For in^anoe; brahmins did not en¬ 
joy socio-economic pre-eminence as in the 
rest of India. The dominant castes were 
the merchanu and the trading castes, 
namely, khatri, arora and bania in the 
urban areas. Jais were the peasants who 
were dominant in the rural areas. None¬ 
theless, caste was of crucial significance 
in all works of life. Castes were further 
divided into sub-castes which were the 
functional units foV purposes of arrang¬ 
ing marriages. Daughters were laken from 
and given to families in castes and sub¬ 
castes of equal rank. Culturally too, 
Punjab was divided into sub-regions 
marked by distinct cultures, language, 
customs, styles of life, etc Marital 
alliances were forged within the region. 
Coupled with these were the prohibited 
degrees of kinship relations (‘gotra’) and 
the practice of village exogamy. Thus, 
endogamous as well as exogamous restric¬ 
tions operated simultaneously in forging 
marital alliances. 

“Punjabi Hindus and Sikhs have a 
society based on exogamous patrilineal 
descent groups where wives are taken and 
daughters are given" [Hershman 
1981:174). Moreover, a daughter was 
a debt which had to be discharged 
honourably, she must be married into a 
caste of equal or higher status, a dowry 
must be raised [Tandon 1968). Punjabi 
women of all religious groups were veiled 
and secluded. While Muslim girls were 
veiled around puberty and before mar¬ 
riage. Hindu and Sikh women had to 
observe parda after marriage with respect 
to their affines.^ Nonetheless, the 
movements of women in affinal homes 
were closely controlled among all religious 
groups. 

My parents-in-law lived in a city in 
Punjab. I lived with my husband in Delhi 
where he had a job. Whenever we went to 
visit his parents, we would hire a ‘tonga’, 
the horse-drawn carriage from the railway 
station. The tonga, would be enclosed 
with curtains, so that no one could see me 
I came out of my affinal home only to 
leave for the railway station on my return 
journey. Even the neighbours had never 
seen me and would not have recognised 
me. 

I was married into a rich family. There 
wen. several male servants in the house. 
Therefore, very strict restrictions were 
imposed on us (the daughters-in-law) even 
within the house For example during the 
winter we could not sit in the sun to dry 
our hair. Charcoal burners were put in the 
room where we would dry our hair. We 
came out of the room only after combing 
our hair. 

I was not expected to be seen by male 
strangers and ^ the elder male relations 
of my husband. Once I had washed my 
hair and was hanging the washed linen on 


the dothealfaie tt the roof. My hutbancPi 
elder brother aaw me. A little later srhen 
my mother-in-ltw aerved him his meal, he 
refused to eat because hit fhmlly’s reputa¬ 
tion had been compromise ^ a 
daughter-in-law who could be teen by 
others from the roof, lb add to that, my 
hair was hanging loose; You see 1 did not 
know that going to the roof was forbid¬ 
den and that too after washing my hair. 
Village exogamy ensured that daughters 
were married into families from villages 
far away from home. This arrangement 
ensured smooth transition and adjustment 
of the bride into the affinal home without 
interference of her kinsmen. The geo¬ 
graphical distance plus the unequal rela¬ 
tionship in the patrilineal system ensured 
that married daughters did not get to see 
their parents too often. Thus parting from 
natal home was a sad occasion and is the 
theme of folk songs which depict the 
pathos of the situation. The following 
song is a dialogue between a daughter, the 
young bride, and her father. She is ready 
to depart for her affinal home immediate¬ 
ly after the marriage ritual. 

Father, we are like flocks of birds 
We shall fly away; 

Our flight will be long. 

We know not to which. 

Region we will go. 

Father, my palanquin cannot 
Pa.ss through your palace, 

(because the door is too small) 
Daughter, I shall remove a brick 
(to enlarge the passage for your 
palanquin). 

You must go to your home. 

The song continues in this vein. The 
daughter pleads that there will be no one 
to play with the dolls and to spin the 
wheel. The father tells her that his grand¬ 
daughters (i e, sons’ daughters) will do so 
but she must go to her own home; 

Thus, cultural traditions moulded by an 
underlying ideology put major constraints 
on women, namely, the restrictions on 
their mobility due to seclusion and the 
gendered division of labour and resource 
distribution within the family. The con¬ 
trol of female sexuality implied restric¬ 
tions on spatial mobility to protect female 
chastity, virginity and family honour. This 
ideology underlying the practice of parda 
and seclusion prevented girls’ access to 
schooling. 

Change in Colonial Context 

The winds of change had begun to blow 
during the colonial period due to several 
factors. A new middle class was formed 
as a result of new opportunities such as 
subordinate administrative jobs in the civil 
services and the army. These were follow¬ 
ed by the professions such as medicine; 
engineering, journalism and law. Hindus 
were the first to utke to English education 
and lake up jobs in the colonial admini- 
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stretion, u. well as to join the proressions. 
Khatri Hindus, followed by aroras and 
baniu, were the first to respond to new 
opportunities in trade, commerce; educa¬ 
tion. and in the professions. 

In the early 20lh -century, Punjab was 
caught in the nation-wide movement for 
independence and reform. Lahore was the 
centre of social and political activity. 
Various socio-religious organisations were 
spearheading the movement for social 
reform: the Arya Samaj for the Hindus, 
the Singh Sabha for the Sikhs and the 
Anjuman-e-lslamia for the Muslims. 
Their main planks were religious and 
social reform or revivalism and access to 
English education for Indians. The Arya 
Samaj was in the forefront in reforms af¬ 
fecting the status of women. 

Dayanand's ideas were received by an ur¬ 
ban Punjab, questioning older forms of 
ordering lives and seeking out a more 
meaningful existence in the circumstance 
of ideological conflict with the colonial 
state. The British came into Punjab with 
their developed ideas of the 'barbarity' of 
the native society in its treatment of 
women, and having marked out the areas 
where change was desirable. Thus, ques¬ 
tions of child-marriage, child-widowhood, 
parda-system were made a target by the 
state to beat the native society with. The 
state also undertook a minute study of 
customs, traditions, castes and tribes of 
the native society, to formulate the 
knowledge essential for the ideological 
hegemony over the colonised peoples, it 
also encouraged the Christian mis¬ 
sionaries to not only spread the gospel 
amongst the natives but also among other 
things, to teach them how to treat their 
women better. 

Dayananda's ideas on the ‘woman ques¬ 
tion’ were novel in Punjab which had not 
witnessed intense reformist activity till the 
1870s. The new role-models for women, 
formulated by Dayananda, generated a 
massive controversy, as they tried to 
replace existing patterns of women's lives 
with ones promising better adjustment to 
new life-styles. This claim of greater 
suitability to new circumstances was not 
accepted by all and alternative role-models 
were preferred: 

Thus, women's issues became the 
ideological battleground on which varied 
participants debated the possibilities of 
forging new identities (Malhotra 1992:351. 
The movement for social reform and for 
education was launched by the Arya 
Samaj and subsequently by other reform 
groups and organisations. Women receiv¬ 
ed its special attention. Its most impor¬ 
tant contribution to lower middle class in¬ 
terests was the creation of schools for boys 
and girls. Those were funded by subscrip¬ 
tions from liberal commercial groups and 
newly anglicised Punjabis from the three 
major merchant castes (Fox 1984). 


Mahatma Gandhi’s impact under the 
auspices of the Congress and the left 
movement also played a major role. 

Punjabi men, who were exposed to the 
new forces, were imbued with the fervour 
to change the social situation of women. 
Thus, improvement in the conditions of 
women, their status and introduction of 
female education became major planks of 
reformers of all shades. This process 
received a boost from and was accelerated 
by the national movement for indepen¬ 
dence. Several associations and societies 
were formed to fight the evil of casteism 
(e g. Jaat Pat Torak Mandal), to promote 
widow remarriage (Vidhwa Vivah Sabha), 
to discourage dowry and ostentatious 
expense at weddings, etc. 

Yet, there was no unanimity regarding 
the status and position of women, nor 
about the type and degree of change that 
should be brought about in their lives. 
Thus sociat reformers faced a dilemma. 
“They wanted reforms for women, but 
only so far as they increased the prestige 
of the community...Change had to be 
limited so as not to question traditional 
norms and patriarchal relationships” 
(Malhotra 1992:43]. 

In spite of disagreement, the social 
reform movement focused on the lack of 
female education. In addition, the at¬ 
titudes of Punjabi Hindu men also began 
to change towards parda and seclusion as 
well as towards the education of their 
women. For example, social reformers en¬ 
couraged their wives, sisters and daughters 
to receive education. Some of them pro¬ 
vided facilities to their daughters to com¬ 
plete higher education and seek careers. 
Some wanted educated wives. All these 
factors pushed girls and women into the 
field of education. This is how a small 
number of first generation of educated 
career-oriented and professional women 
were born in the second quarter of the 
20th century. They received strong vocal 
and explicit support of their fathers and 
brothers and the equally strong but im¬ 
plicit and sometimes silent support of 
their mothers. Thus, the nation-wide 
social, reform movement had a positive 
impact on women who had also come out 
of their homes to join the political 
movement. 

Apart from this macro process, whose 
impact was limited, the Partition of the 
country also set forth processes which had 
far more drastic and widespread effects. 

We did not want to leave our home. My 
husband postponed the decision as long 
as he could. When the riots started in the 
city, lie had to reconcile. Suddenly, there 
was an exodus of people and there was 
scarcity of scats in the trains or trucks. So 
my husband persuaded my father-in-law 
to accomtianv our two young children anJ 


me to the other side of the border. My 
father-in-law wanted his son to leave but 
eventually agreed. When we reached this 
side of India, we lived in a refugee camp. 
As it is, my father-in-law was worrit 
about his son's safety and also felt guilty. 
Others in the camp increased his sense of 
guilt. My husband did not come for a few 
weeks. Life for me was hell because every¬ 
day one heard news of massacres. 

By the lime our caravan reached the 
safely of the Indian border, several had 
died of hunger, exhaustion and sickness. 
We had not eaten for the last few days. 
The sight of food in the shop' '* ced us. 
Those who had money bo"ghi the loou. 
Unfortunately, a few operate on empty 
stomachs and died. 

The rioters came, all of a .sudden, to the 
neighbouring villages. We knew that our 
village would be the next target. It could 
be any minute anytime. We moved to the 
hurriedly set up refugee camp near the 
railway station. My aged father-in-law and 
his brothers refused to leave their home. 
They said that no one will harm them. The 
mob reached the village during the night 
and killed all of them. When we were flee¬ 
ing to the refugee camp, my husband's un¬ 
married sister was abducted. Some 
Muslim neighbours came to the ramp and 
offered to negotiate for her release on pay¬ 
ment of gold. We paid the gold and she 
war brought to the camp the next day. 

My son was engaged to be married 
when the news of the Partition was an¬ 
nounced, the riots started and we moved 
to the refugee camp. The girl who was 
engaged to my son was also in the same 
camp. Her parents were worried about 
protecting her in the insecure environs of 
the camp. Therefore, we decided to marry 
them there and then. We were absolutely 
broke. We could not even give a 'chunni' 
(scarf to cover the head) to the daughter- 
in-law. There was no money for sweets (the 
husbands began to cry while narrating 
this). 

When news of the riots and the rape 
and abduction of women spread, our 
women said that they were ready to be 
killed by their men than be left to the 
'rakshasas' (demons). The osens (used for 
baking flattened bread) in the courtyard 
were heated. The jewellery and clothes 
were set to fite in them. Then the women 
went inside. They would lie down, face 
downward.s, one by one, and Sant Ram 
and his brother-in-law killed them with a 
'loka' (chopper). 

My mother's mother jumped into a well 
as did several other women of our fami¬ 
ly. Other tvomen in my natal village burnt 
themselves alive. More than a hundred 
women died like this. 

The push factors generated by this 
single historical event affected Punjabi 
families, who were thrown out of their 
homes and had to seek shelter and living 
in a new land without the wherewithal or 
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means to do sa This (nought a sea-change 
in the lives of women who had not only 
to travel for days in caravans but subse¬ 
quently lived in improvised refugee camps. 
There was no income and the overriding 
need to get two square meals a day 
became crucial. Parda lost its functional 
utility and symbolic value in this process. 
“Rrr them this continual living in the 
public gaze after the shattered life of their 
homes was most trying" (Anand 1961]. 

The Stui>v 

The major source of data for this paper 
consists of life histories of three genera¬ 
tions of 40 high caste Punjabi Hindu 
women’ from the upper and middle 
strata in New Delhi.* They belong to 
families which migrated to New Delhi in 
the*wake of Partition. Since three genera¬ 
tions of women, i e, mothers, daughters 
and daughters* daughters, were inter¬ 
viewed. it is ptfssible to present a 
diachronic perspective through inter- 
generationai change. All the women in the 
first and second generations were adults 
while quite a few in the third generation 
were rather young. The comparison is, 
therefore, generally, between the first and 
second generations unless otherwise 
specified. The women of the first genera¬ 
tion are referred to as the mothers, of the 
second generation as the daughters and 
those of the third generation as the 
grand-daughters. 

First Generation: Mothers 

The women who were interviewed in¬ 
clude a S8-year-old woman, seven in their 
60s, eight in the 70s and five in their 80s. 
All were married at post-puberty stage 
The age at marriage among them varies 
from 13 to 23 years, with the mean age 
computed at about 17 years. It is difficult 
to say that those who were (lorn earlier 
were also the ones who were mariied at 
a younger age The age at marriage had 
more to do with social background, e g, 
the mother who was married at 13 years 
of age belonged to a rural farming family. 
Her daughter (born 1942) was also mar¬ 
ried at IS years of age The other factor 
that seemed to influence the decision 
regarding early marriage was the numlier 
of daughters oire had. 

All the spouses are two to 10 years 
older. Eleven women were widowed at t(ia 
time of interview. Most of the women )iv« 
^ in joint households. Fifteen of them 
lived with married sons and their children, 
three with married daughters while two 
lived with aged husbands in nuclear 
households. One widow lived with a never 
married son.’ TWo of those living with 
married daughters do not have any sons. 
The third woman, living with a married 
daughter, is very ::nhappy that her mar¬ 
ried son and daughter-in-law refused 
to accommodate her. The number of 


childien varies from three to e^t. Sixteen 
had an ur(»n background while Hve 
belonged to rural areas. 

Two women could neither read nor 
write, six were literate, seven had studied 
up to elementary school, three were 
matriculates, one an intermediate (12 
years) while two were undergraduates. In 
other words, the last three women had 
been to college Most couples are unevenly 
matched by education. Among five 
couples, the difference in education is very 
high and among seven it is very little. In 
the former group, a literate woman and 
one with primary schooling were married 
to men and with undergraduate or 
graduate degrees while one, who had five 
years of education, was married to a 
medical doctor. Another woman who was 
not even literate was married to a spouse 
with 12 years of schooling. 

Among these whom education is more 
evenly matched is Juneja-I who had 
pasted eighth standard, while her spouse 
is a matriculate Sachdeva-1 is illiterate 
and her spouse is merely literate. 
Minocha-1 is literate and her spouse has 
completed primary education. Again, the 
two graduate women are married to 
graduate men. 

Second Generation: Daughters 

The age of younger women varies from 
31 to 57 years. Three were widows at the 
time of interview. Their age at marriage 
varies from 18 to 26 years with the excep¬ 
tion of two who were married betvreen 15 
to 16 years. The mean age at marriage is 
computed at 21 years. In contrast to IS 
mothers who vrere married before the age 
of 18 years, IS daughters were married 
after the age of 18 years. All the women 
of this generation have been to school and 
illiteracy has disappeared. Length of 
education varies from primary to gradua¬ 
tion (see table). Three had completed 
primary education, two were matriculates, 
10 undergraduates and five graduates. Of 
the last five, one had a doctorate degree. 
The couples in this generation tend to be 
evenly matgiiadjas^that if the wife is not 


educated, nor is the spouse yei^'highly 
educated. In this generation, except for 
two spouses with five to eight ynrs of 
schooling, and two with 10 to li years of 
schooling, all others have been to college 
Ten of them have professional degrees, 
three are graduates and three under¬ 
graduates. 

The first generaliog'womcn were merely 
informed about their betroth'al. They did 
not even ‘see* their spouses before mar¬ 
riage nor did their spouses see them. Quite 
a few were betrothed when they were a just 
a few years’ old. One of them (Chugh- 
1)“ was betrothed so early that she docs 
not remember the event. Her mother had 
gone somewhere to attend a wedding. The 
place was too far and the daughter was 
two years’ old. She was too young to be 
left in the care of someone. Therefore, she 
was taken along. The mother of the pro¬ 
spective groom had also come to the wed¬ 
ding. A mutual friend suggested the 
alliance and it was accepted. Marriage 
took place several years later. In another 
case, (Juneja-I) both the families belong¬ 
ed to the same city. The bride's father was 
a well known lawyer. The groom's brother 
was a well known businessman and his 
father was known to be a saintly person 
who had withdrawn from worldly pursuits 
after his sons took over the business. A 
mutual friend suggested and both parties 
accepted it. The daughter (Juneja-2) was 
also betrothed when she was in the 4th 
standard but was married seven years later. 
Her father had gone to attend the wed¬ 
ding of the elder brother of the prospec¬ 
tive groom. The father saw this boy and 
told the groom’s father that ‘'from this day 
onwards he is my son”. 

Chandra-1 (born 1916) was married to 
a widower with a daughter from the first 
marriage. He was a graduate and an of¬ 
ficer in the banking teouce. She was also 
a matriculate The agC’dlfference between 
them was 10 years. She belonged to an ac¬ 
tivist Arya Samaj family. Her father was 
chief engineer in the Indian Railways. He 
generally resided in the civil lines area, 
which was earmarked for the colonisers 


Tam e ; RE$poNDENT^ Eouc ational QUALiFK AnoNS 


Education 


Generation 


Total 


First 

Second 

Third 

completed Studying 


Illiterate 

2 




2 

' leraie 

6* 

w— 

— 


6 

1- Hilary and middle 
school 

7 

3 


, 

11 

lOih to 12th standard 

4 

3** 


5 

12 

Intermediate graduate 

2 

9 

5 

5 

21 

Post-graduate 


5 

2 

2® 

9 

Total 

2I*» 

20 

7 

13 

61 


Notes: * One had two years of education but was barely literate at the lime of interview. 
** One did not complete BA. 

*** In one case, four generations of women were interviewed. 

O One of them was married and was preparing for chartered accouiiuncy. 
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and the top tanking Indian dvil servants. 
The marriage was arranged through 
mutual relatives. She was not even told 
that her would-be spouse was a widower 
and that there was a daughter from his 
first wife: She found this only when her 
aunt (mother’s brother's wife) told her on 
a visit to the latter's house. On being ask¬ 
ed by her aunt if she would have any ob¬ 
jection, she replied that it was improper 
for daughters to question the parents' 
decision. 

In the second generation, the pattern 
has changed. All were betrothed after 
puberty and most of them when they were 
adults. The bride and groom had ‘seen’ 
each other in the presence of family 
members. Brides had been 'asked' for 
their consent. 

Another area of change concerns rules 
regarding endogamy. The large-scale 
migration resulted in complete breakdown 
of the caste-based community. The situa¬ 
tion was in such a flux that several tradi¬ 
tional norms and practices were given up 
for practical reasons. Whether these 
undermined the traditional ideology or 
not is a moot question. What is note¬ 
worthy is that village exogamy could not 
be practised since the villages were no 
longer there. The other rules of endogamy 
had also to be given up because the 
traditional networks of alliances had 
disappeared. 

Marital alliances of the first generation 
women were within the endogamous 
boundaries of subcaste and caste. In the 
.second generation, marriages have taken 
place across subcaste and caste especially 
between khatris and aroras. But intermar¬ 
riages between khatris and banias have 
also taken place. But alliances are with 
refugee families. In Case Study I 
(Singhal-2) a bania is married to a khatri. 
In Case Study 2 (Seth-2) a khatri is mar¬ 
ried to an arora, similarly (Mehra-2) an 
arora is married to a khatri. In another 
case, the sister of Khanna-2, a khatri, is 
married to an arora. It may be mention¬ 
ed that all these are arranged marriages, 
in yet another case, a third generation 
respondent (Bhasin-3) from an arora 
family has married a kayastha (the writer 
caste) from Delhi. This is not an arrang¬ 
ed marriage. Yet the families agreed 
because the respective- fathers of the bride 
and groom were colleagues, close friends 
and neighbours. What was important was 
that the family was ‘known’: a factor that 
received importance even in the other 
inter-caste marriages (although the degree 
of ‘knowledge’ about the groom’s family 
varies in each case). 

The fear of marrying daughters into 
families, who are not acquainted with the 
parents, directly or indirectly, and that too 
in a new location and a new environment 
seems to reduce the importance of tradi¬ 


tional parameters of endogamy. Parents 
ate willing to sacrifice traditional re¬ 
quirements in order to ensure their 
daughters' happiness and safety. This fear 
and concern has only increased in a 
metropolitan city where community-based 
social norms and practices are weakened. 
There are no checks and balances, as it 
were. 

Literacy and Attitudes to Education 

As mentioned earlier the winds of 
change had begun to blow in undivided 
Punjab under the impact of social reform 
movements during the late i9th and early 
20th century. Some of the first generation 
women were affected by this directly or 
indirectly. Their response to literacy and 
formal schooling is compared to that of 
the second generation women, most of 
whom were brought up in New Delhi after 
the Partition. The latter were directly af¬ 
fected by the changes in the family struc¬ 
tures, by the weakening of norms relating 
to seclusion, and by greater access to for¬ 
mal education and schooling. What were 
the motivations of providing literacy skills 
or of sending daughters to school? T he 
response to female literacy and .schooling 
is viewed within the familial context or 
what Mukhopadhyay calls ‘patrifocal 
family structure and ideology’ (1991). 

First Generation: Mothers 

Most of the first generation women 
weVe keen to read and write during their 
childhood. They acquired literacy at their 
own initiative but with full support from 
family members, men as well as women. 
My mother, who was born in 1900, for 
example, approached her father when she 
wanted assistance in literacy skills. Her 
father readily agreed to send the ‘mun- 
shi'- to the house for teaching her. She 
was motivated to learn because her 
brothers were going to school. She was not 
sent to school because it was located in 
an 'unsafe' attd an undesirable rteighbour- 
hood. Her brother's wife who could read 
and write, used to receive letters and ?lso 
write to her kinsmen in the parental 
family. This, too, fuelled my mother’s 
desire for literacy. 

Born in 1904, C'hugh-I became a widow 
at the age of 2S years. She returned to her 
patents’ home with a daughter and a son. 
She did not know how to pass her time. 
She started going to a nearby girls' school 
and began to assist the teacher. She 
developed an interest in reading and 
writing. Encouraged by the teacher, she 
took the 4th standard examination in 
Hindi language. She taught Hindi in the 
same school for two years. She bought a 
house in the vicinity of her parents’ house 
with savings from her salary. She gave up 
teaching thereafter. 


Another respondent learnt to read and 
write soon after her engagement. A 
private female tutor was hired to teach 
Hindi so that she could write letters to her 
parents after the marriage. Her affinal 
house was farofl. 

It is interesting that most of the mothers 
were not only literate but quite a few knew 
more than one language. Writing skills 
were not widespread but they could read 
Gurumukhi or Punjabi and Hindi. Some 
knew English and Utdu as well. Knowledge 
of Gurumukhi was necessary because 
women had to read the Guru Granth 
Sahib, the holy book of the Sikhs. Since 
Punjabi was also spoken at home, reading 
the Granth Sahib provided cultural 
continuity in terms of language and 
content." 

Gurumukhi was learnt at home or at 
a Gurudwara while Hindi, in general, was 
learnt at school. Hindi seems to have 
spread after the setting up of formal 
schools by the reformists, missionaries 
and the colonial administration. Those 
women, who were sent to schools were 
generally from politically active and refor¬ 
mist families. They generally learnt Hindi 
and were less likely to learn Gurumukhi. 
It also implies that they read the Hindu 
.scriptures although in some families 
women read both. One respondent told 
me that’ her mother used to read the 
Hindu scriptures in Gurumukhi. 

Reading the scriptures, looking after the 
idols and performance of rituals .seemed 
to be feminine domains until the reformist 
Arya Samaj movement began. The Arya 
Samaj disapproved of rituals and idol 
worship. It prescribed the performance of 
‘havan’ wlych was in the masculine do¬ 
main. The division into the public and 
private domain and the learning of 
languages by meaand women seemed to 
correspond. Hot instance, since reading of 
scriptures was in the female domain, 
women learnt Punjabi in order to read the 
Guru Granth Sahib. Urdu, on the other 
hand, was the official language under the 
Mughal administration and was replaced 
by English language during the British 
rule. These two belonged clearly to the 
public domain and were mastered by men. 
Only one exceptional woman, mother of 
Singhal-I and grand-mother of Singhal-2 
(Case Study I), learnt the.se languages. 
She knew Punjabi, Hindi, Urdu and 
English. She had to leain to speak English 
in order to ‘mix' with the wives of colonial 
administrators. Hindi was introduced in 
schools under the impact of the reform 
movement Yet it was not the official 
language. It was imparted in the public 
domain and men learnt it more often than 
women. It also entered the private domain 
through its association with the reform 
movement since female education was its 
major aim. 
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Looking at the literacy skills and for¬ 
mal education of women, a few points 
emerge. First, literacy among Punjabi 
women especially in the urban areas, was 
prevalent at the turn of the century. Most 
knew more than one language around the 
1930s. Second, the primacy of private 
sphere determined which language skills 
were acquired by women. Third, anxiety 
about sexuality and reluctance to send 
girls to schools or to send them alone and 
unescorted brought about several ar- 
langements for their schooling, e g, school 
mistresses would come home (‘zenaita’) to 
- teach girls and to taking examinations; 
seif-learning at home while the examina¬ 
tion was conducted by the teacher at Iv -tiC 
or at a school; going to school in coveted 
palanquins or tonga.s escoiied by maids; 
etc 

Fourth, the teachers were motivators 
and continued to keep the interest of the 
students alive Chugh-I, who taught for 
two years was an exception in her genera¬ 
tion. She was encouraged by her teacher 
to study up to the 4th standard, take the 
examination and become a teacher. 
Juneja-I, born in 1910, studied up to the 
7th standard. She used to go along with 
a few other girls, to the teacher’s house 
at five in the morning, i e. before school 
hours, for extra coaching. The teacher 
would be busy doing household chores 
but she would also help the girls with their 
lessons. After that the girls would return 
home, get ready and go to school, where 
the same teacher would teach them. 
Juneja also received a scholarship for 
three years (5th to 7th standards) because 
she had topped the list of girls in the 4lh 
standard. There were 30 girls, of whom 
only four joined the Sth standard. Juneja 
discontinued studies after 7th standard 
even though her father wanted her to con¬ 
tinue. The teachers also came home to 
teach. Fifth, the content of primary 
education varied c g. the respondent who 
taught for two years specialised in Hindi 
language. It meant that one could 
specialise in a language without being 
loaded with too many subjects, except for 
the three Rs. 

Second Generation: Daughters 

illiteracy has disappeared altogether 
along with informal acquisition of 
literacy. All of them have b«ii to a for¬ 
mal school, I c, outside the confines of the 
home and, therefore, have stepped out of 
physical seclusion and parda. While the 
length of education has increased tremen¬ 
dously, the number of languages known 
has become almost uniform depending on 
the medium of instruction in the school. 
All of them know Hindi, while most know 
Engli.sh as well (except a few). 

What is noteworthy is that this genera¬ 
tion of women have lost their grasp oscr 
their mother tongue, Punjabi i e, they m.iy 


be able to speak it (in some houses Hindi 
is the spoken language), they cannot read 
Punjabi (leave aside write it), a skill that 
most older women had. The second dif¬ 
ference is that a large number of them are 
not only first generation school-goers but 
college-goers as well. Thus, there is mdical 
change in the educational qualifications 
over two generations. This indicates that 
higher education for women has become 
socially accepted. In fact, an under¬ 
graduate degree -is considered as the 
necusary minimum for the third genera¬ 
tion. While this is an indication of a 
posit .- -tttitude, the reasons for impart¬ 
ing education are explored in the context 
of the ideological underpinnings of the 
feminine role in Punjabi society. 

EuUCA’Iivf... Emputyment ani> 
Status Production 

Why are daughters sent for higher 
education? 

God forbid, if something untoward hap¬ 
pens after her marriage and if she is 
without financial support, she could lake 
up a job. She will not suffer like I did. 

She must be independent and capable 
of earning in a crisis situation. 

She should be better prepanJ . ' 
equipped to face crises than I was. 

After our deaths, her brother will not 
help. I was helped by my parents and 
brothers. 

I could come back to my brothers then 
after my husband's death. I was well look¬ 
ed after. Still, I was dependent and so were 
my children. It is better to be on one's 
own. 

My widowed sisler-in-law (husband's 
sister) was given part of the family land 
by all the brothers when she came back. 
Which brother will do .such .a thing 
nowadays? 

It is an investment in her future. 

Education wilt equip her for a job 
whenever she needs it. Otherwise, her 
parents-in-law will decide whether she will 
woik. 

Of course, she must work after com¬ 
pleting her graduation and before her 
marriage (she is business'woman). 
Interestingly, women in general, w^nteJ 
theit daughters to be educated, ai- .itn 
the .same or slightly differing .motisation. 
They viewed getting a degree as crucial for, 
this u^uld enable them to get jobs in con¬ 
tingencies. It need not immediately jead 
to employment. Further, those who had 
\ s f'ceome economically dependent after 
Partition were very keen that their 
daughters should not have to face a 
similar situation. They argued that 
daughters were unlikely to get the support 
of their brothers in the changed social 
situation when joint families were 
disintegrating. Therefore, they should be 
educated to ‘become economically in¬ 
dependent to face crises. Again, apart 


from the dtsappeanuice of the fimtly as 
an emotive unit, financially too, the 
lesouiees of the family of orientation tend 
to be limited. Therefore, widowed listers 
or sister-in need may not get the necessary 
support. The mothers differentiated 
between the support received by the 
daughters from the parents and from the 
brothers. There were limits to the help 
extended by the brothers. ' 

In a study of the role of education in 
the lives of women in south and south¬ 
east Asia, Jayaweera* argues that educa¬ 
tion contributed to the reproduction of 
the social construction of the productive 
roles of men and the reproductive roles of 
women. The roots of this reproduction lie; 
according to her. in the (a) colonial 
Mate which encouraged a distinct percep¬ 
tion of gender roles, and (b) in the 
deliberate use of education in the post¬ 
colonial era to strengthen the already 
existing economic, social and political 
hierarchy, rather than to promote values 
of human and gender equality. 

Mathew'" found that daughters' 
education was considered an important 
family strategy for survival and main¬ 
tenance. F.ducation was also perceived as 
an important family strategy where its in- 
>trumenial value was appreciated in lerms 
of income benefits and status production. 
Desai" found that her educated 
respondents felt that their formal school¬ 
ing had helped them in their relationship 
with spouses. Husbands appeared to be 
less aggressive when their wives wet.; 
educated. This encouraged respondents to 
seek education for their daughters. 
Karlekar'- on the other hand, highligts 
the role of education in the formation of 
a particular type of identity. In other 
words, even women’s wider access to 
education was unable to overcome the 
in!lucnce of socialisation. 

While more and more women are 
receiving higher education, among 
daughters very few are working. While 
only one woman in the first generation is 
self-employed, eight women of the second 
generation arc working, i e, two are self- 
employed (one is a chartered accountant 
and the other is in business). Of the 
remaining six, four are teachers and one 

ii Lin. .wr. ly lecturer and two are white- 
collar workers in the public sector." 

The two appended case studies show 
(hat education received a high priority for 
family survival (cqse study 2). It was also 
perceived as crucial strategy in terms of 
improved emplc^men; —sd for status pro- 
duction (case study I). situation is 
similar in other countries of the south and 
south-east Asia. 

While most women Irotn the first two 
generations arc not trarking, they are also 
not planning a career for their daughters 
(although the daughters arc). What is 
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■igniflcam is that no stigma is attached 
to employment and a career, whether it 
Is vie^ u a necessity for one's own 
daughters or is an opinion expressed in 
general. But the parameters of change are 
not radical. The overriding concern is with 
the domestic role and protection of sex¬ 
uality* Therefore, “She should work only 
if the ^lents-in-law agree”. 

Why'did the second generation women 
uke to'employment or follow a career? 
The tw6 most enterprising women are 
Kapoor-^ the charter^ accountant (CA) 
and Sinighal-2, the entrepreneur (case 
study 1). The chartered accountant’s hus¬ 
band wu a CA and was an ‘enlightened* 
persom He wanted his educated wife to 
become a CA and join him in his con¬ 
sultancy work. Therefore, her training 
began under her husband. She was work¬ 
ing at home because the children were too 
young. Her husband’s sudden death 
pushed her into taking charge of his firm. 
She has since then been looking after it. 
However, she lives in a joint family with 
her husband’s elder brother and his 
family. This is an upper class family. 

The entrepreneur’s mother (Singhal-I) 
is in business who was initiated into it by 
her father. (See case study I) Sunita’s 
father had been a political worker before 
independence and was also active in social 
reform. He belonged to the moneylenders’ 
caste, where women were not being sent 
for education. He found the bride of his 
choice, i e, Sunita’s mother, who had com¬ 
pleted her undergraduation. Soon after his 
marriage, he set up his business and in¬ 
itiated his wife into it. She had to sit in 
a wholesale market where women were 
rarely seen. Her own mother disapproved 
of it while the father was reconciled to it. 
Ybt she survived and succeeded. 

Yet when Sunita, the daughter, joined 
a local girls’ college, the mother would 
accompany her daily to the college in a 
chauffeur-driven car. She vras aiso mar¬ 
ried without any idea of a career for her. 
However, Sunita decided to get back to the 
family business within a few weeks of her 
marriage in order to avoid friction and 
also because she did not want to be Tinan- 
cially dependent on her mothei-in-law 
who look away the salary from her son. 
So why not work, she thought? However,, 
another respondent, a graduate in history 
had'to give up a full-time job because of 
her.husband’s disapproval. 

Sachdeva-2, who is the least educated, 
feels that girls should go in for learning 
.skills, education, etc Chugh-2, who is 
otherwise not keen on employment for her 
daughter, replied: 

I would very much like my daughter to 
wor|t befme marriage. Her fattier wants 
her to step out, and to take interest in 
studies. We are not in a hurry to marry 
her off. Her father wants her to be 


something especially if the has the 
aptitude and the interest. 

The college teacher, Mehra-2, who was 
married into a joint family, decided to 
take up teaching because 
I did not want to sit idle at home or just 
do domestic work or gossip like other 
women. I had lived in hostels most of my 
life and had been used to a different life 
style I was the only child of my parents. 
They wanted to give me the best educa¬ 
tion. My husband jlold me that a teaching 
career will be acceptable to the family. So 
I approached my husband’s elder brother, 
a local politician and a college teacher and 
requested him to help me in getting a job. 
Teaching is preferred because of con¬ 
venient timing and because it is safe— 
there are no male colleagues in single-sex 
institutions. Baluja-1 stated: 

My son and daughter-in-law work in the 
same office Therefore, she is safe We 
would otherwise not allow our women to 
work, or course there is no problem with 
teaching. 

Thus there is general acceptance of the 
norms of gender-appropriate jobs. 
Although parda has teen given up. the 
ideology underlying restrictive practices 
.such as control of sexuality is used as a 
distinct family strategy. Birda requires 
female modesty. Therefore, female labour 
allocation and control are justified in 
terms of an imputed need to control 
sexual morality. This weakens women’s 
bargaining position and limits their 
options. It curtails their mobility. 

Punjabi women who took employment 
in order to support their families and 
family structures had seemingly teen af¬ 
fected by the new division of labour. Their 
economic contribution assisted in income 
distribution and created new process of 
socio-economic differentiation. Vbt, prac¬ 
tically in all contexts, division regarding 
women’s labour is not out of choice but 
due to lack of it. The lack of choice is im¬ 
posed by the women’s status within the 
family. 

In a study of Malay women, working 
ia the export promotion zones in 
Malaysia, Wazir'^ notes that tbeir tradi¬ 
tional cultural dependency status and 
restrictions on their mobility and employ¬ 
ment had changed, with the advent of 
export-oriented industries and the 
demand for young female labour. Ytt the 
study uncovered no perception of the 
value of women’s work, either by the 
women oi their families despite the fact 
that it showed considerable female con> 
tribution to output. Families dependent 
on the resources of women tend to cling 
to their controls over women. Even when 
women are working they have not gained 
any raal independence in terms of social 
status. The social prestige attached to the 
wife-mother role is expected to compen¬ 


sate for the lack of material rewards or op¬ 
portunities to pursue other occupations. 

CONCIDSIONS 

This study unearthed examples of 
family strategies which widened the social 
space available to Punjabi women who 
migrated to Delhi from ftkistan after 
Butition. Tlie most important pressure on 
cultural traditions has been on removing 
the restrictions on intermarriage, on the 
age at marriage, on parda, on women's 
mobility and on gender division of labour 
due to^onomir crisis. 

The long-term impact of the crisis has 
been on raising the age at marriage; on 
breaking down of the endogamous bar¬ 
rier of caste and sub-caste; and on remov¬ 
ing the restrictions on parda. In addition, 
formal education, especially college 
education, has become an accepted fact 
for girls and women. Careers have become 
available to some of them but the choice 
is restricted to feminine jobs, especially 
teaching. Othets have been fort^ 'into 
white-collar jobs out of .sheer necessity. 
The woman who has been different is the 
entrepreneur in case study I. In some 
cases, sheer need for survival left no room 
for choice pf education or of occupation 
as in case study 2. By and large, educa¬ 
tion ht^ enabled them to step out in the 
narrow physical sense and has also enlarg¬ 
ed the feminine social spaces yet it has not 
changed the ideological framework or the 
expectations from education. Education 
is viewed as an investment for future utili¬ 
ty, not to develop their self-worth or for 
independence training or to break out of 
the patriarchal mould. Education has 
been an enabling factor for women in 
families where other supports were 
available. But there too it goes only thus 
far, and not beyond. 

In the context of employment too, the 
constraints of ideology, underlying seclu¬ 
sion and coiKern with sexuality permit 
them to work only within the contours of 
a family. The ideological framework 
which emphasises virginity, parda, early 
marriage, dowry, son-preference, etc, tends' 
to keep women within the home. Even 
when they go out and the family strategies 
encourage them to do so, the ideological 
underpinnings of the .seemiijgly altered 
family struaure have barely been touched. 
The fact that women fail to perceive this 
ideological frame as a restricting strait- 
jacket ensures that there is no question¬ 
ing. Those who have moved but of th< 
straitjacket have done so with the expliai 
encouragement and support of theit 
husbands and fathers. However, having 
‘stepped out’ they are unable to disen¬ 
tangle themselves from the traditional 
‘feminine role models’. For instance, the 
entrepreneur is unwilling to allow her 
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daughter to fight the injustice of the 
puients-in-hiw. She is far too conscious of 
the social implications of this for the 
prestige of the family. She is also aware 
of the handicap of fighting a system 
which is skewed against women. Her 
daughter has succeeded to some extent in 
asseiling herself but is unable to move 
towards resolution of the conflict. The 
parents—in-law, the judicial system and 
the social ethos are all ranged against her. 

In the second case, while our respon¬ 
dent had the opportunity to utilise educa¬ 
tion for empk^ment, she carried the dual 
burden for too long. Besides, she never 
deidoped any long-term interest in educa¬ 
tion or in a career. It was something that 
had to be done. Therefore, she refused to 
‘study further’ for a doctoral degree ex'cn 
when her husband was keen on it. She also 
gave up the supervisory level job as soon 
as she had the ‘choice’ to leave it. 

Thus, changes in gender roles seem to 
be survival strategies in response to the 
itformist movement but also in order to 
deal with a crisis situation and tackle new 
opportunities. These range from giving up 
iwrda to investment in daughter’s educa¬ 
tion and wage work. However, the divi¬ 
sion between the domestic and the public 
domains remains. Literacy and fornjal 
schooling of women as desirable attributes 
for matrimonial alliances or for the 
reading of religious scriptures are 
recontextualised within the modified 
‘patrifocal family structure and ideology*. 

Appendix 
Case Studies 

llvD case studies ate presented here The 
first one is an example where involvement 
of men in political and reform movement, 
prior to ftrtition, had already changed 
the views of families of which our women 
were members. The changed situation 
after Partition only broadened the 
horizons of men and of families, thereby 
affecting gender roles. The second is an 
example where political involvement was 
unlik^y to affect gender roles. Partiton 
and subsequent set-backs, especially the 
' loss of the head of the family, affected the 
roles of women. 

' Case Study 1: Story oi- Sunita and 
Her Mother 

Singhal-I, aged 63 belongs to the bania 
caste of moneylenders and traders. Her 
C.ther, Gupta was a deputy recruiting of¬ 
ficer in the army under the colonial ad¬ 
ministration. He was the first person from 
his ci^ to get into the army. This became 
an event to rejoice over. His wife had been 
to school and had completed primary 
education. She knew several languages, 
namely. Hindi. Gurmukhi and Urdu. She 
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learnt. English conversation through a 
private English woman tutor. This was 
necessary because she had to interact with 
her hustand's colleagues and officers. 

According to Singhal-I, for generations, 
men in her family had bem educated. She 
could recall that her grandfather had 
received education. All the men were in 
business. Wbmen had begun to receive 
education from her father’s generation, 
i e. her father’s sisters had been sent to 
school. The oldec ones had completed 
eight years and the younger ones 10 years 
of schooling. In her generation, girls 
(i e, her sisters and first cousins) were en¬ 
couraged to receive education but no one 
studied beyond FA (i e, 12 years of 
schooling). 

Gupta had three daughters and two 
sons. $inghal-l, the respondent, was the 
eldest. She was sent to college to complete 
the undergraduate degree. In her own 
words: “While girls in our family, even of 
•he earlier generation, were generally sent 
to schools, college degree was rare. 1 was 
the first one in the family and one of the 
few in our caste to have completed BA. 
I'hereforc, it became imperative to find an 
equally qualified groom for me!’ 

The proposal for her marriage came 
through her mother’s sister’s husband who 
was a cla.ssmatc of the prospective groom. 
The groom’s family lived in a village in 
a very backward area. They owned some 
land and were the traditional money¬ 
lenders or ‘sahukars’. The bride was city- 
bred. Their life-styles were poles apart. 
However, the groom had lived in Lahore 
most of the time and was expected to set¬ 
tle there. The considerations that prevail¬ 
ed in settling the match were: same caste 
and comparable educational qualifica¬ 
tions (MA) of the groom, i e. matching 
of a social and an individual parameter. 
Besides, the family was known to be good 
and ‘sharif. They were engaged in 
February I94T and were married a year 
later in February 1948. At that time, 
Singhal was 2.S years of age. Her late mar¬ 
riage was due to three factors. First, the 
parents’ desire to send her to college. 
Second, to find an educated groom. 
Third, some parties were interested in 
negotiating or discu.ssing ‘dowry’, i e, how 
much and what will be given. Singhal’s 
parents were against arranging a marriage 
with any family which would be interested 
in disc.'ssing dowry. 

The groom had new ideas about 
women, their status and role. He wanted 
his wife to be a companion and to join 
him in his business. Therefore, he wanted 
his wife to share in his economic activities. 
He came to Delhi wiiliin six months of 
Partition. He decided to produce public 
address systems. He set up his residence 
in old Delhi. A portion of the house was 
used for assembling parts. This was super¬ 


vised by his wife who remained largely at 
home, since she had young children. He 
also set up an office in the wholesale 
market in old Delhi, an entirely male- 
dominated area, where Singhal would sit 
and transact sales. 

The children, two daughters and a son, 
were sent to a residential school situated 
close to their father’s village. This left time 
for basiness and the children were also not 
neglected. The eldest daughter, Sunita 
(Singhal-2), came to Delhi after finishing 
school. She joined a local college for 
women to study for BA. After BA, she 
completed Master’s in Business Admini¬ 
stration from Delhi University. All the 
children were socialised into family 
business from an early age since they used 
to help during vacations. Sunita joined 
family business on full time basis after 
MBA. Singhal died suddenly of heart 
failure at the age of 6S years. Although 
his son had already joined him in business 
he was still not fully conversant. The wife 
took complete charge and managed the 
business. 

Sunita was married at the age of 26. 
Her husband was four years her senior. 
At that time the father was still alive. The 
marriage was arranged through mutual 
relatives. The groom’s family, also 
refugees, belonged to the Khatri caste. In 
the changed context, caste considerations 
were set aside and priority was accorded 
to similar style of life, socio-economic 
status and values. The groom’s father was 
a top bureaucrat even though the family 
was not as wealthy as that of the bride's. 
Yet the standard of living was comparable. 
What mr'te'-ed was that the family was 
‘known’ and all of them were educated. 

Sunita found out soon from the com¬ 
ments and attitude of her mother-in-law 
that there was an expectation that she 
would bring in more dowry, because her 
parents were wealthy. Second, the mother- 
in-law indicated to her that feeding an 
extra person would cost .something. Third, 
the son was giving his salary to the 
mother. Because of these reasons and the 
greedy attitude of her mother-in-law, she 
decided to go back to her family business. 
She did not give it up even when her 
children were born. 

They lived in a house owned by them 
in a very exclusive neighbourhood. But 
after the children were born space became 
a problem. The parents-in-law suggested 
that their daughter-in-law (Sunita) should 
raise the capital from her parents for con¬ 
structing an extra unit She agreed to do 
this on condition that her children would 
be given that part of the house con¬ 
structed with her parents’ money. With 
the capital raised f^rom her parents, two 
floors were added. ,No agreement was 
drawn up. The daughter-in-law depended 
on ‘trust’ and ‘understanding’. She, 
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alongwlth her hiuband and chiUrai, set 
up a nuclear household on the first floor. 
The paients4n-law lived on the ground 
floor. The third floor was tented out. 
Although. Suniu was entitled to the rent, 
she agreed to let her parents-in-law have 
it. Her father-in-law had retired by then 
and needed this income 

Singhal-1 is the case of a woman who 
had relatively non-traditioiuil upbringing 
and was married to a man who was, even 
by current standards, quite enlightened 
and modern. He enabled her to transcend 
traditional boundaries in order to get her 
to join in his business. The children were 
quite independent and given similar train¬ 
ing and self-concept. Yet when Sunita is 
married, the situation is left fluid. She is 
not expected to continue in her parents' 
business. There is no clear-cut idea 
whether she will work or not. It is her 
training that helps her to come to a quick 
decision to get back to work. In addition, 
the desire or greed of the parents-in-laws 
for the extra income brought by her makes 
things easier. It is odd that her affinal 
family could not take a frank position that 
she could continue to work and that they 
had nothing against working women. 

The setting up of a nuclear household 
after eight years of marriage had a major 
shock in store for Sunita, who discovered 
that her husband suffered from depres- 
.sion. This discovery led to .several others. 
For instance, her husband had never stuck 
to a job for more than two years. His 
parents would justify this on the ground 
that the jobs were not good for him. 
Simultaneously, he would be admini¬ 
strated drugs by the mother-in-law in the 
absence of his wife He was tutored to take 
them and not reveal to his wife that he had 
been under treatment even before his mar¬ 
riage. Sunita found the relevant informa¬ 
tion through a friend of her husband. 
Then she started his treatment and 
discovered that he suffered from maniac 
depression, an inherited disease. 

At present along with this, her hua- 
band’s older brother is also trying to usurp 
the whole house. The death of the father 
in-law has complicated matters. Sunita, 
who was. feeling very insecure, brought an 
injunction from the court on grounds of 
his mental condition .so that he will not 
move up with his v ifc. She has also taken 
the property dispute to the court and is 
righting two families single-handedly. The 
location of her household makes it worse. 
On the ground floor is her mother-in-law 
and on the second floor is her husband’s 
elder brother and his family. She is harass¬ 
ed in several ways. Yet she has stood her 
ground. The case has reached a stalemate. 

Her mother is very unhappy and 
depressed. She is scared for the life of her 
daughter. She also finds it difficult to fight 
back. She »s advising her daughter to 


forget about her rights and leave 
everything. Why should the daughter 
waste her energy for a cause which will 
take a lifetime to settle. The mother feels 
that marriage within'the caste may have 
been better because the caste-based com¬ 
munity may have put pressure on the 
parents-in-law. in addition, the 
breakdown of communities and social 
norms as a result of Partition combined 
with increasing consumerism and the 
anonymity provided by a big city haw 
complicated the situation, it is this situa¬ 
tion which is ideal for the demand of 
dowry. Such a situation would not haw 
arisen in the pre-Partition Punjab. 

CASt Stuov 2: Sf.th ano Hi-;r 
Daiichters 

Seths lived in Rawalpindi in Paki.Man 
with the husband's parents. They were 
Khatris of highest rank. Their marriage 
had adhered to the endogamous restric¬ 
tions. Both of them had about eight to 
nine years of education. The Seths had 
two young daughters, the elder one was 
fiw years old while the younger was about 
eight months old at the time of Partition. 
Seth was in business and u.sed to get a 
quota of sugar Irom the colonial ad¬ 
ministration for making .soft drinks. His 
business contacts spread as far as Delhi 
yet it was a medium-scale enterprise. He 
was just a middle cla.ss man. He was a 
Congress worker. He used to write 
patriotic songs for the Congress workers. 
He had given up a job in the administra¬ 
tion and set up his business in order to 
be active in politics. 

When he heard about the possibility of 
Partition, he refused to accept that it 
would ever happen. Howewr, on being 
warned by his friends and relatives, he 
asked his father to accompany his wife 
and two daughters to Delhi. He and his 
mother stayed in Rawalpindi. He did not 
lca«e ewp after the Partition in August 
1947. But soon his Muslim assistants and 
workers persuaded him to leave since they 
could no longer offer him protection. He 
sold his business establishment fur R.:. 1100 
but left the house intact hoping to come 
back. He was among the fortunate few 
refugees since he had business contacts. 
He was allotted accommodation in old 
Delhi which was fairly large. He establish 
ed his residence on one floor and con- 
wrted the other floor into a hotel. 

Things had so far worked out well un¬ 
til a property dispute unsettled him and 
rewr^ the process. The properly dispute 
involwd the building in which he was liv¬ 
ing. Another refugee family claimed that 
it was allotted to them. This dispute went 
to the eotiri. He was the only male 
member to look after everything whereas 
the opponents’ family consisted of several 


brothers, each one more aggressive than 
the other. They lived in the other half of 
the building and made a nuisance of 
themselves for the wife and the young 
girls. The court case resulted in loss of 
time and money, in the meantime; two 
more daughters and a son were bom. 
Thus, he had four daughters and the son 
was the youngest. His chiidren were sent 
to school using the facilities’of free tui¬ 
tion and uniform, etc, extended by the 
Indian government to those who had par¬ 
ticipated in the freedom struggle; He had 
also set up a general merchandise store; 
He could not devote time to the general 
store which was entrusted to the care of 
a relative. While his health suffered 
because of the court case, his relative 
cheated him and pocketed all the money 
after selling the goods. The store had to 
be closed. His mental and physical health 
deteriorated. 

He died before the court case was settl¬ 
ed. The eldest daughter had been married 
after completing lOth standard. His un¬ 
married elder daughter was 16 years and 
the son was nine years old. There was no 
regular source of income for the wife, 
whose elder brother also lived close by. 
Although, he had a family of his own. he 
provided financial and emotional support 
to his sister until her daughter grew up and 
began to earn. Till then, whenever, he 
shifted'residence (which was just once), 
she also shifted close to his house. At his 
advice, an out of court settlement was 
reached and she left the house for which 
her husband had died. She had begun to 
feel very insecure with those ruffians who 
could look into the inner courtyard of 
their house. Her daughters had to remain 
confined to the rooms all the time; 
Therefore, she moved to west Delhi 
alongwith her brother's family. 

Her second daughter, Ramesh (Seth-2), 
was in school. She started giving private 
tuitions to supplement the financial help 
from her mother’s brother plus whatever 
her mother could spend from her father's 
funds, which were meagre. This way, she 
completed her MA and took up a job in 
a public sector organisation. After that 
Seth was dependent only on the salary of 
Ramesh. The younger sisters did not have 
to give tuitions. The marriage proposal of 
Ramesh came through her class fellow 
who was the niece of the prospective 
groom. He also belonged to a refugee 
family. But they were aroras. Prior to 
Partition they belonged to a rural farm¬ 
ing family of low middle class level. They 
were not even urban. Women in their 
family had no education, r g, the mother- 
in-law was illiterate. Yet the positive fac¬ 
tor was that they were simple and un¬ 
assuming and they had asked for the girl. 
Once Seth was certain that she was going 
to accept the proposal for her daughter. 
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ihe loM than that thb marriafe had to 
aadt for two yean until her third daughter 
otmld flniih her education and take up a 
Jok She wa* frank in telling them that she 
would not give any dowry and also that 
her houiehold was solely dependent on 
the income of Seth-2. 

The .groom's family agreed to wait 
because their own gnnd-daughter had 
given a certificate of “good character and 
behavk^ to the prospeaive bride Their 
main epnoem yms that when resources in 
temu of income and space were limited, 
^ daughter-in-law should be able to 
^ust in a joint family. 

The third daughter won a scholarship 
for ELib course: She also worked on daily 
wptes in the All India Radia She was try¬ 
ing for a permanent (tenurial) job when 
eventually the marriage date of Ramesh 
was fixed. As luck would have it, the 
younger sister received the appointment 
a month' before the wedding. 

The third daughter worked while the 
fourth daughter and the son were study¬ 
ing. The fourth daughter undertook train¬ 
ing as a beautician after BA. Thereafter, 
the wt up her beauty clinic Then, the 
thiid'dau^ter got married. The son, who 
was the youngest, took up a job im¬ 
mediately after 12th standard so that his 
sister could be married. He studied for BA 
through correspondence 

The family used education of the 
daughters for employment, social security 
at well as for status. However, so far as 
Scth-2 is concerned, she had no choice 
.A job was thrust upon her. She had to 
Btri^gle to receive education and then 
work because her salary was needed by 
her maiher and later on by her affinai 
funily.*Shegaveupher job Ibrafew years 
in or^ to study. Her husband was keen 
that she should go in for research and 
'teaching. She completed MPhil but refus¬ 
ed to study further for PhD saying that 
she was not interested. She took up a 
supervisory-level job as a translator in a 
government organisation where she 
worked for nearly two decades. She 
'resigned as soon as she became entitled 
to a pension and other retirement benefits. 
In the interim two decades, the couple had 
invested in two properties. They get rent 
from there as well as from the house of 
the parents-in-law. The husband had also 
been promoted. Therefore, she decided to 
.quh since her salary was not ‘needed’ and 
site was tired of trying to meet the re¬ 
quirements of the dual role 


Notes 

fThis paper is based on date collecied for a 
United Nationi University-sponsored research 
prajeci on Wtanen’s >M3rk and Family Struegies 
in teuth and Sourh-Easi Asia, co-direcied by 


Hanna' Hmanck and Vbia Mazumdar, Ihe 
Indian CouneU^nr Social Science Research 
funded the pmlcGt. The paper was presented 
at the conCnence on changing gender and kin¬ 
ship relaiions in Sub-Saharan Africa and south 
Asia, Nairobi, February 1993.]. 

1 In India feminisis have imuic efforts to Gon- 
tcMualise gender siudiet within the family 
and the household. There are two notable 
caamples. First, Ihe iniemationidCDnfetcnoe 
on the Women aidl Household^ Asia in 
New Delhi in 1993. Second, the UN Univer¬ 
sity Project on Women’s Work and Family 
Siiaiegies in South and South-East Asia 
consisted of several individual research pro¬ 
jects. It was based on the premise that there 
was a close linloge between the family and 
decisions relating to women's work. The 
present paper it also a part of one such pro¬ 
ject on Family Strategies, Women's Educa¬ 
tion and Employment [Chanana 1989]. 
Among the more recent studies, see 
Rissceuw. She states that “It is very much 
part of social tcietice to analyse state for¬ 
mation, laige-scaie economic change or the 
effects of colonial rule as if they are discon¬ 
nected from changes in gender, family and 
kin relations. This hinders attempts to 
examine these links and pose questions not 
only about changes in people’s degree of 
wealth or poverty, employment or educa¬ 
tion but also about the nature of their 
intimate life arrangements and support 
networks [Risseeuw 1992: WS 46). 

2 The difference in the parda practices of 
Hindu and Muslim women his discussed in 
Ripanek and Minault. 

3 In all, 61 women were interviewed. In most 
cases, except two, mothers, their daughters 
and daughters* daughters were interviewed. 
The sample was selected through personal 
contact and snowball technique. 

4 The data collected through life histories is 
supported by personal experience as a 
Punjabi girl born on the other side of the 
border gut brought up in New Delhi. 

5 The total of first generation women comes 
to 21 because I interviewed four generations 
in one family. This extra respondents has 
been clubbed with the first generation. 

6 Although daughter's surname chaises after 
marrfcge: I am using one surname for three 
generations of women for purtxsses of iden¬ 
tification; numerals refer to t.he generation. 
All names have been changed. 

7 The accountant-cum-shop assistant. 

8 The separation of Hinduism and Sikhism, 
at the level of ideology and practice seems 
to be a later phenomenon. It is interesting 
that in most villages, gurudwaras and 
temples were in the same room or the 
building. In other words, the holy book of 
the I 'khs and the idols of Hindu gods were 
kept together. One respondent told me that 
her family used to maintain Ihe village 
gurudwara and the temple in their house. 
She had to clean this every morning. There 
seemed to be no public buildings for this 
purpose. Generally, they were donated by 
the landlords. Even when the temples and 
gurudwaras wen separated and housed in 
public buildirq^s, a respondent mentioned 
that she used to visit Imh in the morning. 

9 All these studies were part of the United Na¬ 


tions Univenity-epoiiiand r es e arch ptodaci 
mentioned earlier. 

10 Sec note 9. 

11 See note 9. 

12 See note 9. 

13 One had just retired hrom the Indian 
Railways. The other, Seth, took voluntary 
retirement in 1990 because she wu fed up 
of long hounof work. Financially, ton^ the 
family did not need her salary anymore 
(See case study 2). 

14 See nole.9. 
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Communalising Geuder/Engendering Community 

Women, Legal Discourse and Saffron Agenda 

Ratna Kapur 
Bnrnda CoiiHman 

The relationship between discourses of secularism and equality, between religion and women are "mutually 
constituting. Communities are defined in and through the identity of women, while women are defined in and 
through the identity of their communities. It is within this context of mutually constituting discourses that Hindu 
fundamentalists are engaged in discursive struggles to rearticulate the meaning and identity of both community 
and gender. Legal discourse is important in this overall discursive strategy of reconstituting wome^ 


1 

Introduction 

THE discourses of democracy and funda¬ 
mental rights have become powerful 
weapons in the hands of Hindu funda¬ 
mentalists to further their Hindutva cam¬ 
paign. Secularism, in their hands, has 
become a way of challenging the identity 
of minority communities. Equality has 
become an implement for reinforcing 
dominant Hindu norms, and attacking 
the 'other* for violating these norms. 
In this paper, we explore the way in 
which these concepts of secularism and 
equality have become the site of a 
contest for meaning, as Hindu fundamen¬ 
talists seek to redefine these concepts in 
accordance with Hindutva's vision of the 
relationship between religion and politics 
and of the role of women in Indian 
society. 

This redefinition is part of a much 
broader campaign. Hindu communaiists 
are engaged in a discursive struggle—that 
is—in a contest over the way in which in¬ 
dividuals understand the world around 
them. Hindutva represents a particular set 
of beliefs and categories; it is a way of 
giving meaning to the world and of 
organising social institutions. The Hindut¬ 
va campaign is also ideological, that is, 
it is related to the social, economic, and 
political conditions of contemporary 
India and to the legitimation of social and 
political power. It is part of a contest over 
the dominant or hegemonic way of under¬ 
standing the world, and of establishing an 
understanding that contributes to the 
legitimation of social power and 
inequality. 

Hindutva is not, at least not yet, an 
ideologically dominant discourse, but 
rather, is involved in a discursive struggle 
for ideological dominance. These discur¬ 
sive struggles are occurring at many 
levels—historical, political, cultural and 
economic Our focus is on the struggle for 
meaning and dominance within the field 
of law—particularly, on the struggle to 
redefine the concepts of secularism and 
equality. As we will attempt to illustrate, 
these concepts have become the site of a 
contest for meaning over the role of 


religion in Indian politics and over the 
role and identity of women in Indian 
society. 

This legal discourse plays an important 
role in the rearticulation of community 
and gender identity—mutually con¬ 
stituting identities that arc central to the 
Hindutva campaign. Community and 
gender, or more specifically, religion and 
equality are often seen as conflicting and 
oppositional. Indeed, the conflict between 
the right to freedom of religion and 
women's right to equality has proved ex¬ 
plosive, often resulting in communal 
disturbances, as witnessed in the cases of 
Roop Kanwar and Shah Bano. The con 
flict is understood as one of balancing 
essentially oppositional rights. This 
understanding, however, has failed to ap¬ 
preciate how this conflict between religion 
and equality represents a broader discur¬ 
sive struggle over both community and 
gender identity by the forces of Hindutva. 
It is only through the deconstruction of 
oppositions—between religion and equali¬ 
ty, between community and gender—that 
we can begin to understand the impact of 
these discursive struggles on women. We 
will attempt to illustrate the ways in which 
the discourses of religion and equality, 
and of community and gender arc mutu¬ 
ally constituting in the Hindutva discur¬ 
sive strategy—that is—women are con¬ 
stituted ill and through communal iden¬ 
tity and conversely, community is con¬ 
stituted in and through 'women’s gender 
identity. 

II 

Hindu FundamentaliHin 

Communalism has been defined as a 
discourse based on the “belief that 
because a group of people follow a par¬ 
ticular religion, they have as a result, com¬ 
mon social, political and economic in¬ 
terests".' It is a discourse that attempts to 
constitute subjects in and through com¬ 
munity attachment, particularly through 
religious community.' It constitutes the 
way in which these subjects see and give 
meaning to the world around them. 
Through communal discourses, subjects 
come to understand the world around 


them as one based on the conflict among 
religious groups; Indian society is 
understood as fractured by the conflict 
among these groups. This community 
identity becomes the basis for social, 
economic and political demands,* and 
for political mobilisation around these 
demands. Hindu communalism, and 
more recently, Hindu fundamenjalism 
through the discourse of Hindutva con¬ 
stitute Hindu subjects to understand 
this fractured 'society in a particular 
way. 

Ai the heart of Hindutva lies the myth 
of a continuous thousand-year old 
struggle of Hindus against Muslims 
as the structuring principle of Indian 
history. Both communities are assumed 
to have been homogeneous blocks—of 
Hindu patriots, heroically resisting 
invariably tyrannical, ‘foreign’ Muslim 
rulers.'* 

More recently, it is said, the policy of ap¬ 
peasing minorities—that is—of special 
treatment for Muslims and other religious 
minorities—has perpetuated the oppres¬ 
sion of Hindus. The contemporary social, 
economic and (tolitical malaise that is 
gripping Hindu society is seen as the result 
of this policy of appca.scment. The answer 
to this crisis, according to Hindu fun¬ 
damentalism, is a Hindu Rashtra—India 
mu.st be a Hindu state. Only then can 
Hindu culture and pride be restored. The 
subjects of Hindu fundamentalist dis¬ 
course are being constituted to understand 
the world around them through this lens. 

The discourse of communalism is, at 
the same time, ideological. In speaking of 
communalism as ideological, wc are high¬ 
lighting the connection between ideas and 
material structures; and the way in which 
these ideas are used to legitimate relations 
of domination. Both of these themes are 
emphasised in much of the contemporary 
literature on Hindu communalism. The 
recent surge in Hindu fundamentalism is 
seen to be in part a response to the 
economic, political and ideological crises 
of contemporary India—to the failure of 
modernisation, to the crises of gover- 
nabilily and to the demise of nationalist, 
democratic ideologies in post-colonial 
India. These discourses are seen to be 
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related to the material conditions—the 
political and economic reality of contem¬ 
porary India.’ This surge in religious 
(Vindamentalism is also related to the role 
of the discourse of Hindutva in legitima¬ 
ting and supporting the political agenda 
of atf aspiring political elite. Hindu fun- 
damenulists ate seeking to forge an 
ideokwcally dominant discourse^ through 
the organisation of consent and the pro¬ 
duction of common sense, which will in 
turn increase the support for the BJP and 
the Sangh nuivar mote generally. The in¬ 
creasing support for the Sangh Parivar has 
demonstrated that an increasingly large 
groupof Hindus are beginning to accept 
the Hindu fundamentalists' version ->f 
history and politics as universal and 
natural. The discourse of ‘Muslim 
domination', ‘appeasement of minorities’ 
and ‘Hindu pride* has become common¬ 
place. And as this discourse becomes more 
commonplace; so the support for the BJP 
continues to grow. 

The Hindu fundamentalists’ discursive 
struggle for ideological hegemony stret¬ 
ches across a broad range of discursive 
fields— history, politics, economics. Our 
focus is on the struggle for meaning 
within the field of law, as legal discourse 
becomes yet another contested site. Law 
has long played a contradictory role in 
mediating social conflict. As an official, 
though relatively autonomous discourse 
of the state, law plays a role in legitimating 
unequal power relations, as well as in 
challenging these unequal power rela¬ 
tions.* While it is a hegemonic discourse, 
its relative autonomy from other branches 
of the state creates the possibility of it 
operating as a counterhegemonic dis¬ 
course. The legitimacy of law resides in 
its purported objectivity and universality, 
and to sustain this legitimacy, the rule of 
law must appear to be equally applicable 
to all of its subjects. These values of legal 
liberalism create law's counterhegemonic 
potential.’ 

In the sections that follow, wc will 
explore the counterhegemonic legal 
strategies of the Hindu fundamenta- 
lisu—the focus will not he on legal cases 
nor legislation, but rather on legal 
discourse; We will examine the way in 
which communalists and fundamentalists 
arc challenging the dominant meanings of 
legal discourse and seeking to redeftne 
these concepts for their own purposes— 
that is—in accordance with their vision of 
Hindutva. 

Ill 

Contented Diacounten of 
Seculariam and Freedom of 
Religion 

The legal and political concepts of 
secularism and freedom of religion are 
currently the site of discursive struggles 
for ideological hegemony. Hindu fun- 


damentalisu are seeing to displace the 
dominant meanings of the legal concepts 
and to redefine these concepts in accor- 
druice with tbrir vision of the appropriate 
relationship between religion and poli¬ 
tics—a vision which at iu most extreme 
threatens to undermine the very spirit of 
secularism. In this section, we explore the 
contested discourses of secularism and 
freedom of religion, and the ways in which 
the fun^mentalist version is being 
u<’nlo)icd in their, campaign towards 
Hiiitlutva. 

ArnKMCHES TO SECULARISIri 

Secularism is widely‘accepted as a 
cornerstone of Indian democracy.' There 
is. however, no similar consensus on the 
meaning o' 'his concept, indeed, secula¬ 
rism has coii.. .o mean many things to 
many people. At least two different con¬ 
ceptualisations of secdlarism can be iden- 
tified in Indian legal and political dis¬ 
course. In the first approach, secularism 
is understood as the separation of religion 
and politics. Within this formal approach 
to secularism, there can be no state in¬ 
volvement in religion and no law based on 
religion. The state must maintain a posi¬ 
tion of strict neutrality and impartiality 
towards religion. Freedom of religion 
based op a liberal understanding that 
asserts each individual is free to follow the 
religion of her choice without state in¬ 
terference. This formal approach has, by 
and large, been rejected as western, anti- 
religious and inappropriate in the Indian 
context.* 

In the second approach, secularism is 
based on the Gandhian notion of sarva 
dharma samabhava—the tqva\ respect of 
ail religions. This approach is not based 
on the separation of religion and politics, 
but rather, on the equality of all religions 
within political as well as private life. This 
vision of secularism: 

...implies not the distancing of religion 
from the stale but a continuum of all 
religions with the politics of the state. In 
this secular vision is also emphasised the 
equality of ail religions, and impartiality 
of the state. The impartiality of .state vis- 
a-vis all religions is stressed, as the state 
itself is supposed to be the repiese. - ti. 
body of all religious communities.'' 
Sarva dharma samabhava has beenn 
widely accepted as the meaning of secula¬ 
rism in India and it is this approach that 
has dominated legal and political thought 
since independence." It has similarly 
bcti. widely accepted that the concept of 
freedom of religion in Indian constitu¬ 
tional law is one that has allowed state in¬ 
tervention m religion. 

There remains, however, diverse opi¬ 
nions on the precise meaning of this con¬ 
cept; particularly, on the meaning of the 
equal respect of all religions. The meaning 
of secularism is dependent on the mean¬ 
ing to be given to the concept of equality. 


The equal mpect of all religioiu could 
mean that all religioiu must be treated 
equally—that is—treated the same in law. 
Alternatively, it could mean that religions 
should be equal in result—that is—the law 
may have to treat them differently to en¬ 
sure that they are treated equally." 

Both of these approaches to secularism 
have been subject to criticrsqi. The first 
approach to secularism—the of 
separation between religion and politics 
has been rejected in India as western, 
hostile to religion and thus inappropriate 
in the Indian context. While there are cer¬ 
tainly some important limitations to this 
approach to secularism, particularly in the 
context of India, the characterisation of 
this approach as hostile to religion is 
somewhat misdirected. This criticism is 
based on the history df secularism in the 
west and particularly on the First Amend¬ 
ment to the US Constitution which pro¬ 
vided that the state shall make no law in 
relation to religion. This anti-establish¬ 
ment clause, particularly as it has been in¬ 
terpreted by the US Supreme Court, has 
proven to be extremely problematic How¬ 
ever, the problem is not one of being 
hostile to religion. Many have argued that 
the strict state non-intervention and 
neutrality required by the anti-estab'ish- 
menl clause only serves to reinforce the 
power relationships of the status quo, and 
thus, the dominant position of religious 
majorities. As Minow warns. “Neutral 
means might not produce neutral results, 
given historic practices and social ar¬ 
rangements that have not been neutral!*" 
Indeed, facial neutrality of these policies 
ignores, and risks reinforcing their non- 
neutral impact. Practices that may appear 
to be neutral as between different religions 
may in fact be premised on the norms and 
practices of the majority. State neutrality, 
in the face of divergent practices between 
majority and minority groups, can serve 
to reinforce the majority practices, and the 
power of the majority to definetlK norm. 
The majority's practices become the un¬ 
questioned norm, against which any dif¬ 
ference is measured, and in turn, denied, 
in the context of the US, this has often 
meant reinforcing the dominant Protes- 
latii norm of the majority, and failing to 
accommodate the norms and practices of 
religions minorities. 

'Ilte secono .'^pdroach to seculwism— 
sarva dharma samaMava—has also been 
the subject of considerable criticism as the 
dominant model in India. Insofar as this 
approach is based on the equal respect of 
all religions and thus on the recognition 
of different religious cc. *nunitics, it can 
be seen to reinforce and re...acribe these 
differences. Sarva dharma samabhava 
does not transcend the categories of com- 
munalism, but rathef, is based on and 
operates to reinforce these communalist 
categories. Many writers have observed 
that Indian secularism is not the antithesis 
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offoniauiuliiii, but rather^ ■ pioditct of 
ouny commuDolumt.'* Upudhyaya, 
for enmple, hi« usued that the sarva 
dhortita aamabhava ipproach to secuhi' 
riant baa been an underlying cause of the 
conununalwation of Indian politics.'* He 
aigues that this vision of secularism, in 
wMch the state is envisioned as "the 
itpicaenutivc body of all relipoua com¬ 
munities’^ beooma amaioritarian secular¬ 
ism, in which "the religion of the majority 
ultimately ennciaes the decisive influence 
in the state structur^’.'^In this view, sarva 
dhomw JumoMava as an approach to the 
way secularism operates reinforces the 
very categories of community and in turn 
the forces of communaiism that ultima¬ 
tely-threatens to undermine secularism.'* 
AS the next section wiU explore; these limi¬ 
tations with the sunw dtoma wmaMavo 
sippiaach are vividly illustrated by the wav 
in which this approach to secularism has 
been deployed by Hindu fundamentalists. 

Sbculamsm in Hindu Fundamentalism 

tt is within the context of these com- 
pering discourses that the concept of 
secularism has become a rite of broader 
discuisive struggles for iiteological hege¬ 
mony by .Hindu fundamentalists, who 
ham caot their position as a secular 
one.'* Some have a^ued that the claim 
to secularism by the fundamentalisu is 
nothing more than a sham. While there 
is no question that the effect of the hin- 
damenialists’ discursive stmtegy is to 
undermine the very qiirit of secularism, 
the stmtegy cannot be so easily dismiss¬ 
ed. Rather, • more detailed examination 
of this discursive stmt^ reveals how 
skilfully the fundamentalists have 
deployed the discourse of secularism. 
Thro^ the adoption and muiipulation 
of a particular understanding of secula¬ 
rism, fiindsmentalisu are seeking to re¬ 
define the role of religion in Indian poli¬ 
tics and in so doing r^efine the concept 
of secularism beyond recognition. 

Hindu fundamentalists explicitly argue 
'mfavam of aarva dharma sMoabhava and 
positive secularism.** This disemirse of 
the BJP and the RSS is based on a par¬ 
ticular virion of equal respect of all 
religions—thsit is->on formally equal 
treatment. Within this yiew; the equity, 
of all religions requires that ril rdigious 
communities be trmted the same in law. 
Aii^ special or different treatment, on the 
bs^ of religion,, it seen to violatr 
secularism. For example; the BIP mani¬ 
festo stales: 

The idea of a-theocratic state is an 
anathema to the Indian mind. The RIP 
believes that the state in India has alwmrs 
been a civil inttitutioh which respects all 
religions equally and makes no discri¬ 
mination between one citizen and the 
other on the grounds of language; caste 
or religion.. 


It is the duty of the sute to guarantee 
justice and security to all minorities— 
linguistic, religious or ethnic The BJP 
considers that it is also imperative for 
national imegrstionthat minorities do not 
develop a minority complex.*' 

The same emphasis on formally equal 
treatment can be seen in political 
rhetoric In a typical statement, an RSS 
publication states: 

The RSS...ncver demands any special 
rights to the Hindus. At the same time 
H u against giving any concession to other 
religious minority groups and It opposes 
religious discrimination.** 

.The particular meaning that the fun¬ 
damentalists give to sarva dharma sama- 
bhava is one based on formally equal 
treatment. Accordingly, any laws or poli¬ 
cies that provide special treatment for 
minorities are oppe^ as being pseudo 
secular and appearement of minorities.** 
Article 30 of the Constitution, which 
allows minorities to run their own educa¬ 
tional institutions, and article 370 which 
provides special sUtus for Jammu and 
Kashmir, are thus opposed on these 
grounds. It is similarly this emphasis on 
secularism as equal treatment that in¬ 
forms their support for a Uniform Civil 
Code—that is—all religious communities 
must be treated exactly the same In con¬ 
trast, the prevailing notioii of secularism 
in Indian constitutional law and politics, 
which has allowed for the special treat¬ 
ment of minorities is cast as ’pseudo- 
secularism’. 

Beneath this discourse of secularism 
and equality, however, this emphasis on 
equal treatment is but a thinly veiled 
attack on the legitimacy of minority 
rights. Not only is any special protection 
for the rights of religious minorities ex¬ 
plicitly rejected, through this approach 
fundamentalists are attempting to esta¬ 
blish majority norms as the ostensibly 
neutral norms against which all others are 
judged. Their norm is a Hindu norm— 
ind^, it is a Hindu religious norm. In 
their virion, the role of the state in rdigion 
is not one of neutrality at all, but of 
fostering the Hindu nation. In this ap¬ 
proach, the discourse of secularism 
operates to reinforce the norms of the 
dominant Hindu community. We can sec 
the parmlox of this vision of secularism 
carried to its contradictory extreme. Thq 
practices of the Hindu majority come to 
be viewed as neutral and the state in turn 
is seen to be acting neutrally when it rein- 
foroes these practices. Thus, Hindus do 
not need *spedal righu* because of the 
extern to which all legal rights come 
to be based on Hindu cultuml norms 
and practices. 

In some of the more extreme stetements 
of the RSS, the true spirit of this version 
of secularism is evident. Deoras, for 
example; in defending the secularism of 
the RSS and of Hindu Rashtra, has 


argued that only Hindus are capable of 
real secularism. 

If secularism means treating all religioiu 
on an equal footing, proselytisaiion and 
secularism can't go together. Those who 
believe in conversion do so because they 
feel that their religion is superior to all 
others. Their organisations'thcrefore can¬ 
not claim to be secular. Hinduism, on the 
other han<K does not believe in conver-' 
sions and Hindus have never been piosely- 
lisers. As such, organisations of Hindus 
alone can truly be secular.** 

There is a perverse logic to |his RSS argu¬ 
ment, bas^ on its ability to define the 
terms of debate. Secularism 4s del in:..' .. 
the toleration of all religions; Hinduism 
is defined as the only religion with a true 
tolerance for all other religions; thus, 
according to these terms, only a country 
based on Hinduism can be truly secular. 
Within this vision, secularism collapses 
into antithesis—a theocratic state. 

This fundamenulist discourse of ‘secu¬ 
larism’ does not conform to any of the ac¬ 
cepted definitions of secularism. There is 
within this vision of course no separation 
of religion and politics. But even as 
measured against the standards of sarva 
dharma samabhava, the Hindu fun¬ 
damentalist vision undermines the spirit 
of secularism. There is no real respect or 
accommodation for any other religion. 
The state becomes a Hindu Rashtra, and 
politics thereby become Hindu. Moreover, 
there is no real respect for other religions, 
insofar as these religions are not seen to 
be as tolerant as Hinduism, and therefore, 
not as worthy of respect. Rather, within 
this version, the objective becomes the 
assimilation of minorities, into the 
broader and ostensibly more tolerant 
fabric of Hinduism. This discourse of 
secularism thus represents no more than 
the politics of Hinduism and freedom of 
religion represents the assimilation of- 
religious minorities. 

The ability of Hindu fundamentalists 
to deploy this discourse of secularism 
brings into focus many pf the criticisms 
that have been made of this approach. 
The failure to .sepirate religion from 
politics enables the supporters of Hindu 
Rashtra to cast thrir arguments in the 
discourse of secularism.*' Further, as in¬ 
voked by the BJP and the RSS, the dis¬ 
course of secularism, with its emphasis On 
equal treatment, reinforces the categories 
of communaiism, and the power of the 
dominant religious community to esta- 
bli'sh the norm, against which all others 
judged. 

IV 

Coolegtod Diaeosmoo ofBquIlly 
and Gandaa.. 

1 he legal and political concept of equa¬ 
lity and particularly of sexual equality, is 
' also the site of discursive struggles. Hindu 
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fkindmentalisis are aeeking to rectenne 
thcM concepu in accordance with their 
visioiu of the rok of women in Indian 
looiety. This is a contest over the constitu¬ 
tion of gender identities—that is—over 
the-power to define who and what Indian 
women should be. In many respects, this 
discursive struggk parallels the contest 
over secularism and freedom of religion. 
Indeed, as we will argue, these stru^ks are 
overlapping and mutually constituting. 

EQUALII Y AND GENDER DIFFERENCE 

Equality has eluded any simple or 
uniform definition. There have been a 
number of competing visions of equa¬ 
lity—competing visions,which paia'!M the 
di^tes around secularism. At least two 
approaches to equality are clearly idfn-^ 
tifiabk in political and legal discourse: a 
formal and a substantive approach.^ 

In the formal approach, equality is seen 
to require equal trcatment-^that is to 
s^—that all those who are the same must 
be treated the same. It is based on treating 
likes alike. Accordingly, equality is 
equated with sameness. Only individuals 
who are,the same are entitled to be treated 
equally, this initial definitional step can 
effectively preclude any further equality 
analysis. If the individuals or groups in 
question are seen as different, then no 
further analysis is required; difference 
justifies the differential treatment. Accor¬ 
dingly, when groups are not similarly 
situated, then they do not qualify for 
equality, even if the differences among 
them are the product of historic or 
svstemic- discrimination. 

In contrast, the substantive approach to 
equality is seen as sometimes requiring 
different treatment—that is—that those 
who are different may have to be treated 
differently in order to be treated equally. 
It is based on the recognition that equality 
sometimes requires that individuals be 
treated differently. This approach is 
extremely critical of the formal model of 
equality, and jts emphasis on sameness. 
The focus of a substantive equality 
approach is not simply with the equal 
treatment of the law, but rather with the 
actual impact of the law. The explicit 
objective of a model of substantive 
equality is the elimination of the substan¬ 
tive inequality of disadvantaged groups in 
society. The focus of the analysis is not 
with sameness or difference, but rather 
with disadvantage. Substantive equality is 
directed at eliminating individual, institu¬ 
tional and systemic discrimination against 
disadvantaged groups which effectively 
undermines their full and equal social, 
economic, political and cultural participa¬ 
tion in society. The central inquiry of this 
approach is whether'the rule or practice 
in question coatribuics to the subordina¬ 
tion of the disadvantaged group. 


In constitutional and political dis¬ 
course; no one vision of equality Is un¬ 
equivocally dominant. R>r .example, 
although the formal mpdel of equality has 
been predominant in constitutional case 
law. some incursions have been made 
toward substantive equa’lity.^^ Even 
within this prevailing context of formal 
•equality, preferential treatment and ‘com¬ 
pensatory discrimination’ to improve the 
ponlion of disadvantaged groups' has 
been an accepted part of the discourse of 
<N|uaiity.” Further, this formal vision of 
equality has hot always dominated social 
and political discursive Fields.” 

.... Jebme over the meaning of equa¬ 
lity is further complicated in the context 
of women and gender equality. The ques¬ 
tion of the relevance of gender difference 
become, 'hesileof further contests. Three 
approaches i.j the question of gender dif¬ 
ference can be identified. In the first, 
women tire understood as different froip 
men—more specifically, as weaker, subor¬ 
dinate and in need of protection, in this 
approach, any legislation or practice that 
treats women differently from men is 
justified on the basis that women and men 
are different and that women need to be 
protected. This approach tends to essen- 
tialise difference—that is to take the 
existence of gender difference as ua. *1 
and inevitable. There is no interrogation 
of the basis of the difference, nor con¬ 
sideration of the impact of the differen¬ 
tial treatment on women'. In the name of 
protecting women, this approach often 
serves to reinforce their subordinate status. 

In the second approach, women arc 
understood as the same as men—that 
is—for the purposes of law—they are the 
same, and must be treated the same. In 
this approach, any legislation or practice 
that treats women differently from men 
is seen to violate the equality guarantees. • 
This sameness approach has been used to 
strike down provisions that treat women 
and men difkrently. It has, however, also 
been used to preclude any analysis of the 
potentially disparate impact of gender 
neutral legislation. According to the same¬ 
ness approach, it is sufficient that women 
and men be treated formally equally. Any 
recognition of gender difference in t' c 
irast has been perceived as a too! ' • i;i'.ti- 
fying discrimination against women. 

In the third approach women are under¬ 
stood as a historically disadvantaged 
group and as such, in need of compen- 
sa(-:iry or corrective treatment. Within this 
approach, gender difference is often seen 
n i relevant, and as requiring recognition 
in law. It is argued that a failure to take 
difference into account will only serve to 
reinforce and perpetuate the difference 
and the underlying inequalities. Irt this 
approach, rules or practices .that treat 
women differently from men can be 
urf’>eld, if such rules or practices are 


'deslgiicd to improw ihe poaitloa .of 
woiiten. If, howevei; the kgitlation or 
practice to based on -a ateicotypp or 
auumpiion that women an different, 
weaker or in need of protection, it would 
not be upheld. This approach argues that 
gender differences must be taken into 
account in order to produce substantive 
equality for women. 

In the context of gender equality, the 
protectionist approach has been sind con¬ 
tinues to be dominant, although the 
sameness approach is increasingly evi¬ 
dent.*'' The particular lAeaning of 
political claims for equality, and in pw- 
ticular, for women’s equality is thus fin 
from self-evident. Equality and women's 
equality, like secularism, means many 
things to many people 

It is within the context of these com¬ 
peting discourses that the concept of 
equality has also become a site of a 
broader discursive struggk for ideological 
hegemony being waged by Hindu fun¬ 
damentalists. it is part of a contest over 
the meaning of equality and the rok and 
identity of women in Indian society. Fun¬ 
damentalists have seized hold of these 
competing visions of equality and gender 
difference in their attempt to rearticulatc 
a traditional role for women in society. 
Through a manipulation of particular 
understandings of equality and gender 
difference, they are seeking to undermine 
the very spirit ofthe concept of equality, 
particularly, of gender equality in much 
the same way that they are undermining 
secularism. 

The BJP approach to equality seems 
unequivocally formal—that is—indivi¬ 
duals who are the same should be treated 
the same. References can be found throu¬ 
ghout BJP literature and speeches lo the 
importance of non-discrimination, and to 
the equal treatment of all citizens. Indeed, 
it is this formal understanding of equality 
that informs their position on secula¬ 
rism—that is--the equal Respect of all 
religions, in their view, involves treating 
all religious communities the same.*' It is 
this formal approach to equality that 
underlies the UP’s opposition to Article 
30 and Article 370 of the Constitution, as 
well as their support of a Uniform Civil 
Code and to the replacement of the 
Minorities Commission with a Human 
Rigbi., Commission. 

The RiT approach to equality is less 
clear. On the one hand, their rhetoric 
often ech^ the e^ual treatment approach 
of (he BJP, particularly in relation to 
religious minorities. ‘Equal treatment’, 
and 'equality before the law’ are invoked 
to attack any sp. -al treatment of 
minorities.” However, ...cse same RSS 
ideologues have displayed a rather dif¬ 
ferent approach to equality. Golwalkar 
explicitly rejected Ihe.jtmtern’ concept of 
equality.** In contrast to this understan- 
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<Mnf. which in hii' view empnnsMct 
‘lequality of nien..jon the nwterial plane 
bennse all men were equally in need of 
all.. .tuttic material ne^s,*^ CSolwalkar 
aigues that it b only on the spiritual plane 
that it can be said that all men are equal. 

' it is in this sense, i e, the same spirit 
bcina immanent in ail. that men are equal. 
Equality is applicable only on the plane 
of the Supreme Spirit. But on the ph^ical 
plane the same spirit manifests itself in a 
wondrous verify of diversities and 
disparities.*’ 

Golwalkar argues that “disparity is an 
indivisible part of nature and we have to 
live with it“ and concludes thiit harmony, 
not quality, should be the organising 
principle.** 

A similar emphasis on harmony is 
echoed by contemporary RSS leaders. 
H V Seshadri writes: 

[r]he principles of-equality propounded 
by Hinduism envisages an all round har¬ 
monious synthesis... Ail -members of a 
family mete out equal treatment to each 
other and they also perform different 
rules, it b possible because they love each 
other and they live in harmony. The body 
of man itself has different organs which 
perform diverse functions but a har¬ 
monious order prevails amoQg them. 
Hence the Hindutva and RSS primarily 
lay an emphasis on harmonious order.** 
Baaed on this vbion, Seshadri concludes: 
We cannot contemplate a society, a life or 
a world without the elements of diver¬ 
sification. When we visualise the unity 
in diversity, we would be able to bring 
equality and harmony.** 

Equality, in the RSS view, does not mean 
that all persons must be treated the san^e. 
Rather, equality means harmoiiy within 
diffeieiKx. This view seems to contemplate 
equality as harmony within giplicitly un^ 
equal materia) conditions. The RSS re- 
detinition of equality thereby undermines 
the very spirit of both formal and substan¬ 
tive equality. 

The fundamentalist ■ approach to 
women and women’s equality is found 
somewhat more sporiuiiqally in BJP and 
RSS literature and statements.** The 
discourse on women is often characteris¬ 
ed by its strikingly religious overtones 
defining women in the images of Hindu 
goddesses and consorts—as mothers and 
wives, dutiful and sacrifkiog. For exm- 
ple, in a recent sutement of its com- 
mitinents, the discussion of women begins 
with the statement that "BJP looks Upon 
womankind as Matri Shakti*’.** This im¬ 
age of the Hindu woman as matri shakti 
has been evident in a number of recent 
controyersies in which the BJP has been 
involviri. In the controversy ahnind Uma 
Bharati, who was alleged to have had a 
romantic- exploit with another BJP 
member, the focus was dh 4Jma Bharati 
to prove and publicly proclaim her 
chutity—not on the man with whom she 


was alleged to have had the affair. And 
Bharati, as.a devout Bf P, readily accepted 
the bur^ upon her to prove that she was 
a good Hindu woman. It is women, not 
men, who must be chaste and pure, and 
who must, like Sita, go to great lengths 
to prove their purity.*' 

The attitudes of the BJP leadership in 
the context of the Ram Janmabhoomi 
movement have also exemplified the way 
in which women are seen prinwrily as 
n^other figures. Vijqrraje Sdndia stated 
at the kar sewa heidin 1991 that mothers 
and wives of kar sewaks who sacrificed 
their lives for the temple construction were 
worth worshipping.** Women are intend¬ 
ed to inspire and strengthen not so much 
through example, but through sacrifice 
and tears. 

However, the BJP does not always 
deploy thjs religious and obscurantist 
rhmoric in their representation of women. 
The party’s policies on women are often 
cast in the discourse of equality. 

The BJP pledges Kself to restore to women 
the position of equality with men that.the 
Indian tradition proposed and 
accepted.** 

The discourse of equality is fused with the 
more fundamentalist discourse that seeks 
to reclaim a glorious and ancient past. 
The objective of equality thereby becomes 
the restoration of women to' the position 
that they once enjoyed in this 'Golden 
Age'..It is in this emphasis on returning 
to the past that the BJP distinguishes its 
position from the women’s movement, 
particularly in the West. The Mahila 
Morcha writes, for eumple: 

We conceptually differ from what is 
termed as the women's liberation move¬ 
ment in the west. We require a sort of 
readjustment in the social and economic 
set up. No fundamental change in values 
is desirable. Women in India ever had a 
pride of place within the household, and 
the society. That has onlv to be re¬ 
established and re-afflmed.** 

'ne BJPs understanding of the 'equali¬ 
ty' to which women are to be restored fur¬ 
ther emerges in their statements and 
policies on women. While the BJP has 
generally adopted a formal approach to 
equality, .the equal treatment of women 
and men is not what they seem to have 
in ihind. In a telling statemeqt, the BJP 
asserts: “Men and women are equal but 
they are not the same”.** With a single 
stroke, the BJP both invokes the discourse 
of women’s equality, while at the same 
time undermines any real entitlement to 
it by stating that women are different. 
Their formal approach to equality is 
coupled with a protectionist approach to 
^nto difference. Since sameness is the 
prerequisite for equality, women, who are 
different do not have to be treated the 
same 

The way in which women are to be 
treated and the position of ‘equality* to 


which they are to be restored becomes in¬ 
creasingly evkfant in the BJP policies on 
woimn. This policy focuses on women's 
traditional roles in the family. For exam¬ 
ple; health care; particularly maternal and 
natal care; are taken up. as are smokeless 
chulhas and sanitation facilities for poor 
rural and slum women. Policies that rein¬ 
force women's role in the family gs 
mothers and wives are supplied as pail 
of women’s equality rights, in so doing, 
the fundamenuiists reinforce the assump¬ 
tion of natural and essential differenires 
between women and men. ,Women are 
mothers and wives—they are matri 
shakti—they are different, and these dif¬ 
ferences must be honoured and (xotected. 

The extent to which BJP p^icy sup¬ 
ports vromen in their traditional family 
roles is further highlighted by the political 
issues that are expressly exdud^ from 
their agenda. For example, writing in 
regard to the UN Conference.on Women 
in Nairobi: 

The BJP women's wing expressed its pro¬ 
found appreciation of the conference 
However, it also expressed its sharp 
disagreement with certain subjects chat 
were discussed at the conference, subjects 
that are antithetical to Indian social order 
and our cultural moorings. Evaluation of 
women's domestic work in terms of money 
is an insult to Indian mother¬ 
hood...Likewise the demand for legal 
sanction of lesbianism is t(x> vulgar and 
irrelevant in the Indian context.** 
wages for housework and lesbianism are 
both considered to be antithetical to 
Indian womanhood—defined in and 
through women’s natural roles as mothers 
and wives. Wages for housework and les¬ 
bianism undermine these roles; thus, they 
cannot be supported. 

Political claims that, in their view, go 
too far beyond these traditional roles are 
dismissed. Atal Behari Vajpayee's state¬ 
ment is particularly revealing. “Women 
who want to become men and want to 
make other women (like) men are i^rthy 
of ridicula*’** Implicit in this statement is 
the assumption of natural differences 
between women and men. These differen¬ 
ces can be strategically deployed to justify 
any differential, protective and discri¬ 
minatory treatment, lb argue counter to 
their polides—to aigue that any particular 
legislation discriminates against 
women—is met with the refrain that 
women are trying lo become men. Poli¬ 
tical claims that go too far beyond the 
traditional roles pf women in family are 
rejected as attempts to make women into 
men, and thug ridiculous. 

It is imporumt to recognise that the BJP- 
policy on women also includes issues of 
women’s education and employment— 
issues which seem to bring women out 
from within the nar/ow confines of the, 
family. The BJP has identified women’s 
socio-economic dependence as a main 
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cause of women’s oppression, and accor¬ 
dingly, the party supports programmes 
designed to improve their socio-economic 
status, including increased employment 
opportunities, particularly in areas that 
’suit women inost’.*" Women's illitaracy is 
also seen to coiiiribuie to this poor status 
and must therefore be eliminated through 
improved access to education. 

However, even the support given to im¬ 
proving such educational and employ¬ 
ment opportunities for women is justifii^ 
in the name ol the family; 

An Indian woman will command the af¬ 
fection of the father, the love of the hus¬ 
band, and the respect of her son only 
when she has been provided with egual 
lights and opiKirtuniiics.'''' 

Women's role in the family—as mothers 
and wives—remains the cornerstone of 
the BJI' approach to restoring women to 
the position of equality reserved for them 
in Indian tradition. We can begin to see 
the extent to whish the iiadiiional dis¬ 
course of women tiiatri shakti inru.scs 
BJP policies. Indeed, it is this image of 
matri shakti that can he .seen to underlie 
the sery uiidci.'ktaiKiing of women's 
equality. 

Man and wnin.i!) will loinain the iwo 
wheels of the chasioi ol the family, and 
llic nation. I heir can be no l<ettcr cniicc|)t 
of unii> and cqiialiiy of man and woman 
than the concept ot ‘Ardhaiiarishwai'.'" 
■We can begin to .sec here echoes of the 
RSS vision of equality—that is—of 
equality as harmony in diversity. Hqtialiiy 
does not mean treating women the same 
as men. Nor does it means compensating 
women for the ways in which they have 
traditionally been disadvantaged. Rather, 
it means an affirmation ot the difference 
between women and men. These different 
roles of women and men. in the family 
and in society, are al finned and celebrated 
as liarmonidus synthesis. 

The B.IP appioach to equality within 
the context of women thus remains .some¬ 
what elusive. They .seem to appeal, on one 
level, to a foi trial approach to equality, 
coupled with a protectionist approach to 
difference, infused with religious and 
patriarchal discourses that cnsuies that 
women do iio; have to be treated the same 
as men Yet, at a deeper level, it is ap¬ 
parent that the very meaning of the con¬ 
cept of equality begins to shift away from 
sameness and equal treatment towards 
difference and diffcrciii treatment. In both 
approaches, howcvci. we can begin to see 
one of the many paradoxes in the dis¬ 
course of equality a%depioycd by Hindu 
fundamentalist -that is—of legitimating 
their arguments with the liberal legal 
discourse of equality while at the same 
time^ using this discourse to reinforce 
traditional images of women, and under¬ 
mine any sub.stantivc claim to gender 
equality. 


Mareover, in both approaches, the 
power Id define gender differmce is 
crucial. This definitional power, while 
relying on a multiplicity of non-legal 
discourses, also resides in law—that is— 
law has the power to decide, which gender 
differnces are relevant in -which context. 
Legal discourse both reflects and recon¬ 
stitutes particular understgndings of 
gender difference. Within thq framework 
of fundamentalist discourse, the aim is to 
deploy this definitional power to recon¬ 
stitute a traditional and patriarchal 
understanding of gender difference and of 
identity for women. Legal discourse—or 
more specifically, legal discourses of 
equality—becomes an important dimen¬ 
sion of (he strategy of reconstituting 
gender identity. 

T he BJP's formal approach to equality 
is, at (he same time, being used to claim 
the sameness of all women and that all 
women must be equal. This claim is but 
a '.hinly veiled (and often not veiled at all) 
attack on the Muslim community and the 
discriminatory treatment of Muslim 
women. When the BJP argues that all 
women must be treated equally, they mean 
that Muslim women should be treated the 
same as Hindu women. In this respect, 
their approach to equality correspond.s to 
their approach to secularism, where any 
recognition of difference is seen to con¬ 
stitute a violation of secularism. Thus, any 
recognition of difference as between the 
women in different religious communities 
is seen to violate the constitutional 
guarantees of equality, which in their view; 
requires the formally equal treatment of 
all (hose who are the same. Muslim 
women, as women, should be the same as 
Hindu women—and thus they should be 
treated the same in law.” We can thus 
begin to see a second paradox in the way 
in which the concept of equality is u.sed 
in fundamentalist discourse. The formal 
discourse of equality in the context of 
women is thereby deployed to undermine 
the equality of minority religious com¬ 
munities. Treating the Muslim community 
equally means treating them like the 
Hindu community, which means in effect, 
subordinating Muslims to Hindu norms 
and practices. 

The paradoxical ways in which the 
discourse of equality is invoked by the 
RIP is vividly illustrated in their response 
to the Shah Bano case and particularly to 
the enactment of the Muslim Women’s 
Protec'ion Act. The BJP advocated 
against the act. on the ground that it 
violated the rights of Muslim women.” 
The Muslim community, supporting this 
act, was thereby constituted in terms of 
its opposition to women’s equality. Ybt, 
both the act, and its alternative—s 12S of 
the Criminal Procedure Code—are bas¬ 
ed on treating women differently from 
men. Women are different from men and 
need to be protected from men. The 


discourse of equality is at one and same 
lime being used to.reinforce the idea that 
all women are or should be the same; but 
women are not and should not be the 
same as men. It is thus being used to 
undermine the recognition of differences 
as 'between different religious com¬ 
munities, while affirming the recognition 
of differences as between women and 
men. 

This response to the Shah Bano con¬ 
troversy begins to reveal the extent to 
which the discourses of secularism and 
equality are mutually constituting, bi 
the BJP’s view, the act violates both 
secularism and equality. It violates 
secularism because the Muslim com¬ 
munity is treated differently. It violates, 
equality because Muslim women are 
treated differently from Hindu women. 
Both discourses are used to reinforce the 
image of the Muslim community as 
’other’. And in so doing, the discourse of 
equality is, in effect, being used to under¬ 
mine substantive equality -that is—real 
equality between women and men, and 
substantive secularism—equal respect 
and accommodation for minority 
communities. 

Equality, in the hands of 'he Hindu 
fundamentalists, remains an elusive, but 
enormously useful concept. It is, on the 
one hand, consistently deployed as equal 
treatment to attack the rights of religious 
minorities. Yet, within the context of 
gender, such consistency evaporates. 
Equality is sometimes deployed as equal 
treatment, but coupled with a protec¬ 
tionist approach to gender infused with 
religious and patriarchal discourses which 
ensures that women do not have to be 
treated the same as men. But it is also 
deployed as harmony in diversity. The ap¬ 
proach is fundamentally contradictory. In 
the context of religious minorities, there 
is no talk of harmony in diversity; only 
of a quest for assimilation and sameness. 
But in the context of women—that is— 
of Hindu women, there is a celebration 
of difference, and a quest for harmony. 
Beneath the surface, the discourse of 
equality in Hindutvabecomes a tool for 
dismantling the rights of religious 
minorities, and masquerading the con¬ 
tinued inequalities of gender and 
community. 

Ri-DEFiNiNC Women 

These discursive strategies over me 
meaning of equality are part of broader 
discursive struggles to rearticulaie the 
meaning and identity of Indian women 
and the meaning and identity of Indian 
community. The importance of reconsti¬ 
tuting gender identity for commuiialism 
and fundamentalism is intricately con¬ 
nected to the project of reconstituting 
communal identity. Recent work on na¬ 
tionalism has begun to exolore the ways 
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in which sexualities and gender identities, 
particularly women’s sexualities are con¬ 
stituted in and through discourses of na¬ 
tionalism; and conversely, the ways in 
which nationalisms are at the same time 
constituted in and through the discourses 
of sexualities.^' A similar analysis can be 
made in relation to communalism—that 
is—that the discourses of sexuality and 
communalism are mutually constituting. 
Images of women, of motherhood, of 
family have been central in the symbolic 
constitution of communities, and of com¬ 
munal identity. As Ainrita Chhachhi 
writes “women become the symbols and 
repositories of communal/group/national 
identity”, and fundamentalism “con¬ 
structs notions of femininity and masculi¬ 
nity as symbolic of the community’'.'^ 
Women’s identity becomes partially con¬ 
stitutive of the identity of the community 
and as such, community cannot be sepa¬ 
rated from women’s identity. Any attempt 
to change women’s rule or position within 
the family/community/nation is thereby 
perceived as an assault on the com¬ 
munity—on the very identity of the com¬ 
munity. It becomes a symbolic attack on 
the communal identity. 

The constitution of women’s identity in 
* and through the discourse of nationalism 
and communalism is not, however, mono¬ 
lithic. Rather, women’s identity is con¬ 
stituted through multiple discourses of na¬ 
tionalism and gender, sexuality and com¬ 
munity. Even within the .Sangh Parivar, 
the discourses constituting the Mindu 
woman arc multiple and at times, .seem¬ 
ingly contradictory. Both lUP and RSS 
discourses on women are characterised by 
iniernally inconsi.sient statements. For ex¬ 
ample, more modeiate voices within the 
Ra.shtrasevika Samiti and the BJP Mahila 
Morcha oppose sail, w hereas some of the 
more extreme voices have supported a 
woihan’s right to choose to commit saii. 
Similarly, moderate voices support the 
legislative changes that have been made 
lo Hindu personal law and argue for a 
similar reform of Muslim law through a 
uniform civil aide. BJP policy even speaks 
of ensuring women's equal access to their 
husbands’ property. Yet, RSS ideologues, 
sants and sadhus express their opposition 
to the reform of Hindu personal law and 
argue for the restoration of the laws of 
Manu. A revised social science textbook 
for high school.s. issued by the BJP 
government in Uttar Pradesh states that 
the reforms to Hindu personal law, in the 
Hindu Widow Remarriage Act. the Hindu 
Women’s Property Rights Act, 1937, the 
Special Marriage Act, I9S4, and the 
Hindu Marriage and Divorce Act, 19SS 
have lead to “disorganisation within the 
family. The total result of these pro¬ 
gressive legislative measuies...in favour 
of women is tension and strife in the fami- 
ly!”’Recently, some sants and sadhus 
have even argued in favour of the restora¬ 


tion of Hindu polygamy.^ 

W'ithin the Sangh Parivar. we thus can 
see. at least two distinct discourses con¬ 
stituting the Hindu woman—a mode- 
rate/conservaiive discourse and a fun 
damentalist discourse. Underlying these 
different discourses, however, is a com¬ 
mon thread —of women as matri shakti, 
as wives and mothers, as strong Hindu 
women. Within both the discourses, the 
Hindu woman is a product of both tradi¬ 
tional and modern discourses.'' She is 
both the subject of the traditional dis¬ 
courses of religion—c'elebrated as muiri 
shakti. as mother—and the subject of the 
modern di.scourses of liberalism and 
secularism—she has rights. 

Both the moderate and fundamentalist 
discourses contain, to differing exietiis, 
elements ot modernity and tradition. I'or 
example, the moderate voice of (he U.IP 
Mahila Morcha contains very strong tradi¬ 
tional overtones in their emphasi.s on 
women's role in ihe family as wives and 
mothers. Similarly. Ihe Ra.shtrasevika 
Samiti which brings women out of their 
homes and ihar traditional roles is careful 
to defer to the priority of the family. The 
.sevikas work with and through the family 
of its members, and are careful not to 
challenge Ihe family’s ultimate authority 
over its iiiembers, parliciilarly, its female 
members.'’' 

Similarly, even the more fundumeiiialisl 
discourse contains elements of modernity. 
For example, in the debate around Roop 
Kanwar’s sati, some of the more fun¬ 
damentalist voices within the BJP—the 
same voices that publicly deplored the 
enslavcmcm of Muslim women in Ihe 
Muslim Women’s Act—publicly defended 
Roop Kanwar’s sail. Vijayraje Scindia 
went on record at that time to say that Ihe 
tradition of sali is a part of ‘our’ cultural 
heritage and that it is the fundamental 
right of all Hindu women to commit sati 
if they want to.'*' The statement amounts 
to a careful intermingling of two dis¬ 
courses: tradition and a modernist appeal 
to liberal rights discourse, ^^bmcu are con¬ 
stituted through Ihe religious discourse in 
which the good wife performs the ultimate 
act of self-.sacririce. This image is re¬ 
inforced with the modern discourse of 
women choosing to exercise their rights. 
Both the dj.scourses of tradition and 
modernity ate used to legitimise the act 
of sali and Ihe loopholes in the anti-sali 
legislation—an act and an act that any ap¬ 
proach concerned with the substantive 
equality of women would condemn as 
being at least as ’retrograde' and ’anti¬ 
woman’ as the passing of the Muslim 
Women’s Bill. Yet, the discourse of tradi¬ 
tion and modernity, religion and libera¬ 
lism, arc carefully and insidiously mani¬ 
pulated to justify—even celebrate- 
thc oppression of women in Hindu 
communities. 


There is another level at which these 
discourses of tradition and modernity 
appear contradictory. The iUP, particular¬ 
ly. Ihe Mahila Morcha, support policies 
that would improve the socio-economic 
position of women and thereby increase 
women’s opportunities for economic in¬ 
dependence. Similaily, RSS women are 
empiiws'icd llnough physical and intellec¬ 
tual liaining and iuan> are encouraged to 
work outside of ihc hoiiie."’ The moder¬ 
nising influence in the coiistilulion of the 
Hindu woman thus sits in awkward jux¬ 
taposition to Ihe more iiaditional dis¬ 
courses. Women’s incicased independence, 
particularly, their socio-economic in¬ 
dependence. cicates the iiiaierial condi¬ 
tions for women lu exist outside of the 
family. The modelnising discourses thus 
create the very pi>s.sihilii> for a bicak from 
the traditional loles asciibcd to women 
within fuudaiueuialisi discourse. 

Net, these dis..oijises may not be as euii- 
ltddiclory :is they may initially appear. 
Chhachhi has ohsci ved tlic development 
of state sponsoied icligiorcs funtfamen- 
talisin, alongside the increased demand 
for women's lalnuir maiket parlkipation. 
She aigiies that m this respect, icligious 
fundamentalism may he piovidiiig an im- 
poiiant new legiiiinaiiiig ideology, lo keep 
women undei patriarchal conliol, at the 
same time as they arc mvwing beyond the 
narrow confines of the private sphere. Wc 
can see this discursive strategy in the 
context of the new Hindu woman of 
Hinduiva. The constitution of the new 
Hindu woman—a woman who may be 
educated and who may work outside of 
the home, a woman who is strong and 
powerful, inside her family, and her 
community-is still a woman constituted 
through traditional discourses of matri 
shakti, as mother and wife; and of Sita, 
as chaste, pure and loyal. The new Hindu 
woman is strong—but she is .strong in 
restoring the glories of an ancient past—a 
past which, as reconstructi^ through com¬ 
munal discourses, accords a particular 
role for women in the family and in 
society: dutiful wives, and self-sacrificing 
mothm. Any additional roles that women 
ihay perform arc ancillary to these roles. 
Inde^, women’s work and education are 
seen as a means of strengthening women’s 
rotes in the family. 

It is also important to recognise that 
although women are different from men 
in this discourse, women should not be 
weak. Rather. Hindu fundamentalism 
seeks to reconstitute women as strong. 
The RSS provides physical training of 
women for this purpose. And BJP policy 
takes a strong stand on violence against 
women, including organising women to 
defend themselves. A strong Hindu 
woman is seen as essential for the con- 
siiiiition of a strong,Hindu society, since 
women are responsible for raising the new 
generation, with appropriate vaUie.s and 
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discipline. Strong Hindu women are to be 
important conduits of a strong Hindu 
culture. This constitution of the identity 
of the Hindu woman is thus an essential 
part of the process of constituting a new 
definition of nation and Hindu iden¬ 
tity—a nation and identity that is both 
traditional and modern. 

The construction of Muslim women’s 
identity is similarly constituted through 
multiple discourses within Hindu fun¬ 
damentalism. Moreover, as we have begun 
to see, within Hindutva, the Muslim 
woman is constituted in very different 
terms. The construction of the Muslim 
women sits in sharp contrast to that of the 
Hindu woman—she is the oppressed and 
sub.servieht ‘other’.*' This Muslim 
woman is also the product of a paradox¬ 
ical mix of traditional and modern 
discourses. But, unlike the Hindu woman, 
she is neither respected as mother, nor the 
subject of rights. Saving Muslim women 
from their oppression becomes the justifi¬ 
cation for not respecting the practices and 
beliefs of the Muslim community, and 
indeed, the basis for subordinating this 
community to Hindu rule: Muslim women 
and in turn the Muslim community are 
constituted as the antithesis, the binary 
opposition of Hindu women and the 
Hindu community. Muslim women are 
what Hindu women are not. Moreover, 
this opposition is a hierarchical one— 
Hindu i. dominant and superior, Muslim 
is subordinate and inferior. Through this 
construction of the Muslim woman as 
‘other’, the Muslim community as a whole 
is judged and subordinated. 

The strategy is strikingly similar to the 
discursive strategies of British colonialism, 
justifying its rule through the subor¬ 
dinated position of Indian women.*’ 
Muslim women in Hindu fundamentalist 
discourse, like Indian women in British 
colonial discourse are defined in opposi¬ 
tion and subordination to women in the 
dominant group. The product of this 
Hindu fundamentalist discourse of equali¬ 
ty and .secularism is a somewhat con¬ 
tradictory image—Muslim women are dif¬ 
ferent, but they should be the same. The 
unstated norm or reference point against 
which these women arc measured is the 
Hindu woman, the unstated norm against 
which the Muslim community is measu¬ 
red, the Hindu community. By making 
Muslim women the same, they would in 
effect be ‘de-Mushmised’—that is—they 
would no longer be constiiiied through the 
discourses of their community. And in 
turn, their community could no longer be 
constituted through the discourses of 
gender. This discursive strategy of Hindu 
fundamentalism is skilfully constructed to 
strike at the heart of identity—the inter¬ 
section of community and gender. Fur¬ 
ther, as in colonialism, this strategy 
operates to deflect attention away from 
the subordinated condition of women 


within the dominant community. In the 
context of Hindu fundamentalism, atten¬ 
tion is deflected away from the subordina¬ 
tion of women within Hindu culture.. 
Rather than considering the oppression of 
women within their own community, this 
fundamentalist discourse attempts to 
refocus attention on.the harm done to 
women within the Muslim custom of 
iddat and mehr. 

CONCt.USION 

In examiping the discourses of gender 
and particdlarly; the ways in which fun¬ 
damentalist discourse is attempting to 
rearticulate a traditional identity for 
woroen in Indian society, we have argued 
that the relationship between discourses 
of secularism and equality, between 
religion and women are mutually con¬ 
stituting. Communities are defined in and 
through the identity of women, while 
women are defined in and through the 
identity of their communities. It is withinn 
this context of mutually constituting 
discourses that Hindu fundamentalists are 
engaged in discursive straggles to re- 
articulate the meaning and identity of 
both, community and gender. We have 
moreover, attempted to illustrate that legal 
discourse is important in the overall 
discursive strategy of reconstituting 
women in and through the image of the 
Hindu nation, and of reconstituting the 
nation in and through the image of the 
Hindu woman. Legal discourse serves to 
reinforce and' reconstitute these identi¬ 
ties—identities that arc fundamental to 
the fundamentalist project. 
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Number XI, January 1990, p 83. 

11 See Anil Nauriya in ‘Relationship between 
State and Religion: Antinomies of Pusive 
Secularism' in Beyond Darkness, supra. 
No 3, p 36. Most authors agree that the 
Indian state has not adopted a wall of 
separation between religion and the state as 
exists in the American Constitution, and 
thus not adopted a formal approach to 
religion and secularism: sec ‘Swularism: 
Constitutional Provision and Judicial 
Review* in Secularism: Its Implications for 
Law and Life in India, C S Sharma (ed), 
1966; V P Uithra, Concept of Secular State 
and India. Oxford Univcniiy Press, First 
edition, 1964, pp 44-47; A R Saiyed , 
‘Secularism in Retreat: The Communal 
Secular Riradox in India' in Secularism and 
Indian Polity, B Chakrabarty (ed). Segment 
Book Distributors, New Delhi, 1990, 
p 147. See also A R Desai, *Congress(l), 
Communist Parties and Communalism’, 
Economic and Political Weekly, July 28, 
1984, p 1196. 

12 The Constitution itself arid many other 
legislations allow the state to interfere in 
religious matters. The right to freedom of 
religion is laid down in articlea 23 and 26. 
Article 23 entitles all persons to freely prac¬ 
tice their religion subject to pubiK order, 
health and morality. Funhermor^ the state 
is entitled under article 23(2) (b) to make 
laws for sMal welfare and introduce social 
reforms. Under this sub-clause; it can 
eradicate social practices which stand in the 
way of the country’s progress; see State of 
Bombay v Narasu Appa Mali, A 1932, 
Bombay 84; Saiffudin Saheb v Slate of 
Bombay, A 1962 SC 853; Tahcer Mifuddin 
v TVebbhai Moosaji, A 1933. Bombay 183. 
The state is further permitted to intervene 
to regulate the secular activiiies of religious 
heads or denominations: see The Commis¬ 
sioner, Hindu Religious Endowments, 
Madras v Lakshmindra Swamiar, A 1954, 
SC 282;' Shri Govindlalji v State of 
Rajasthan, A, 1963, SC 1638. Htnvever, deci¬ 
sions have tended to treat article 26 as in¬ 
dependent from article 23, thus increasing 
the scope of religion and the activities that 
are considered integral to a religion, and 
reducing the scope of the state’s authority 

- to intervene. 

13 See discussion notes 26 to 30 on the formal 
and substantive models of equality. 

14 Martha Minow, ‘The Supreme Ctniri: 1986 
Term—Fbreward: Justice Engendered*. 101, 
Harvard Law Review, 10. 1987. 

15 For a similar discussion on the ways in 
which nationalism has been misunderstocxl 
as the antithesis of communalism, arul the 
ways in which nationalism has drawn on 
communaiisi notions and symbols, see 
Cyanendra Psndey, The Construction of 
Communalism in Colonial Northern Mia, 


Oxford University Press, Delhi, 1992. See 
also Romifa Thapar, 'imagined Religious 
Communities?, Ancient History and the 
Modern Search for a Hindu Identity' 23:2, 
Modem Aslan SMies, 209, 1989; and 
Chandra Supra, No I on the ways in which 
the history of communalism has similarly 
been imagined and constructed. 

16 Upadhyaya, op cil, p 90 argues. "By declar¬ 
ing that religion was at the hears of politics 
(Gandhi) fully legitimised the political use 
of religious belief systems. Ever since 
Gandhi’s ascerubmey in the Indian National 
Movement, therefore; the separation of 
religion from politics has been impossible 
for the dominant political forces of the 
country. From this point onwards, commit¬ 
ment to secularism ceased to imply an op¬ 
position to the religious-political model of 
propaganda and mobilisation.” 

17 Ibid, p 83. Upadhyaya further develops this 
argument of the majoritarian nature of 
Indian secularism in ‘The Mitics of Indian 
Secularism', 26:4, Modem Asian Studies, 
813, 1992. 

18 Anil Nauriya, op cit, pp 5 (kS 7 argues that 
the concepts of secularism are inadequate 
in their passivity. He argues that one can 
neither be neutral toward nor have equal 
respect for the impact of religious practices 
on social life. 

19 Upadhyaya, op cit. pp 3, 4 argues that the 
consensus on the value of secularism, and 
conversely, the evils of communalism have 
become so prevalent that virtually all par¬ 
ties, including the most communal, reject 
the label of ‘communal’ and present 
themselves as secular. 

20 The BJP manifesto states; "The BJP 
believes in positive secularism which, accor¬ 
ding to our constitution-makers, meant sar- 
va dharma samabhava and which does not 
connote an irreligious state", as quoted by 
L K Adrani in his speech to parliament, 
November II, 1990. Similar statements are 
seen in RSS literature, from Golwalkar to 
the contemporary ideologues such as 
Deoras and Malkani. 

21 Ibid. 

22 K Jayaprasad, RSS and Hindu Nationalism, 
Deep and Deep, New Delhi, 1991 p 93; 
Natui Deshmukh. RSS- Victim of Slander, 
Vision Books, New Delhi, 1979. 

23 Sqc Towards Ram Rajya, Mid Term Poll to 
Lok Sabha, May 1991—Our Commitments, 
Bharatiya Janata Party, View Delhi, 1991. 
p 4 states: ‘Article 30 permits minorities to 
run their own schools, it will be rationalis¬ 
ed and Suitably amended to ensure justice 
and equality to all irrespective of religionsV 
The document similarly recommends that 
the Minorities Commission “which enter¬ 
tains complaints of discrimination only 
from minority sections” should be replac¬ 
ed by a Human Rights Commission “to 
look into complaints of injustice against any 
section of society". Similar references to 
pseudo secularism and appeasement of 
minorities arc repeated in BJP speeches. 
Advani repeatedly attacks pseudo seculari.sm 
and appeasement of minorities in his 
speeches. Atypical example “.. .secularism 
has come to mean a premium on belong¬ 
ing to a minority” in "Secularism, \ 
Premium on Belonging to a Minority" in¬ 


terview with Advani in Blit: magazine, 
reproduced in Nations’s Hope, 1991. 

24 ‘flialasheb Deoras', Answers Questions, 
Sahitya Sindhu, Bangalore, 1984. p 33. 

23 Upadhyaya argues, op cit, p 4, tliat the pro¬ 
blem lies in the failure to define secularism 
as the separation of religion and politics. 
“This has created a situation-in which even 
openly communal individuals and group¬ 
ings have hijacked the appellation of 
secularism to justify their own positions, 
and in this .sense, lead to the absence of any 
real secular advance!' 

26 Hot a detailed discussion of these competing 

models of equality, and the ways in which 
these approaches have informed Indian con¬ 
stitutional law, sec Kama Kapur ai>d T.' 

Cossman, ‘On Women, ' .tjaliiy and the 
Constitution: Through the Looking Glass 
of Feminism’, I (1993), I NLSJ. 

27 See Abdul Aziz v Bonitay, A 1934, SC 321; 
Kerala v N M Thomas (1976), Si:R 906; 
Shamsher Singh v State, A 1970, P and H, 
372. 

28 These special measures are sometimes 
understood as part ol equality, and other 
times, cast as necessary exceptions to equali¬ 
ty. See Kapur and Cos.sman, op ril, NLSJ. 

29 This debate over competing visions of 
equality was recently the subject of political 
controversy with the Mandat Commission, 
and reservations for scheduled and back¬ 
ward castes. Debates over the meaning of 
equality raged in the media. On one side. 
It was argued that reservations violated 
equality—that equality required that every¬ 
one be treated equally. On the other side, 
it was argued that reservations were fun¬ 
damental to equality—that equality re¬ 
quired that disiKlvaniaged groups be treated 
differently. These debates highlighted the 
contested meanings of equality as a political 
and legal concept in Indian society. Indeed, 
the political paralysis hrought about by the 
Mandal Commis.sion illustrates how deeply 
divisive and controversial the competing 
concepts of equality remain in contem¬ 
porary political and social life. 

30 For the protectionist approach, see 
Raghubaii Saudagar Singh v State of 
Punjab, A 1972, P and H 117; Shahdad V 
Mobd Abdullah, A 1967, Jammu and 
Kashmir 120; Soumithri Vj>hnu v Union of 
India, A 1983. SC 1618; Thamsi (ioundan 
V Kanni Ammal A 1952, Mad 329; Mt 
Choki V Stale of Rajasinan, A 1972, 
Raj 10. l-or the sameness approach sec 
C B Mulhamma v Union of India and 
Others, A 1979, SC 1868; The corrective ap¬ 
proach has had only a marginal influence: 
Partap Singh v Union of India A 1983, 
SC 1693. Sec generally Kapur and 
Cossman. NLSJ, up cil. 

31 A policy statement from the BJP National 
Executive Meeting, January 1986, Chandi¬ 
garh, p 7 states, "The Bhaniya Janata Party 
urges the ...Government to so conduct itself 
that no citizen gets any feeling that he is 
discriminated against, or unfavourably 
treated”. 

32 See for example, H V Seshadri, The Way, 
Suruchi Prakashan, New Delhi, 1991, p 31. 
speaking of the majonly Hindu community, 
who states. ‘‘Give us'also the rights which 
are now enjoyed by others. Apply the piin- 
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cipie of equaliiy beftm the law lo all. Stop 
discn'minaiion against us'*. See also 
Seshadri, ‘Strange Political Diction', 
Organiser, l^ruary 4. 1990; Balasaheb 
Deoias frequently invokes the same rhetoric 
of equal treatment and equality before the 
law. For a typical example, sec 'Bharat 
Bhoomi is Hindu Bhoomi', Address of RSS 
chief Balasaheb IVnras, Organisn, October 
14, 1990. 

’ )3 M S Ciolwalkar, ButKh of Thoujhis 
Vikrama Prakashan, Bangalore, I9M, p 16. 

14 Ibid, p 18. 

ii Ibid. 

36 Ibid, pp 19. 20. 

yj Seshadri, Jhe H'ay, opcii, p 113. He fur¬ 
ther develops this analogy of family: “The 
young child in the family holds the parents 
and his elders in high regard, but the eiders 
do not treat the child as low. Similarly, there 
can he inequality on the basis of intelligence 
and wisdom. But the Hindu view point does 
not allow to treat them as higher or lower 
clavses". 

38 Ibid, p IIS. 

39 It is important to recognrse that tlrere is no 
clearly uniform position within Hindutva 
discourse, but rather an array of portitions 
ranging from the more progresstve to the 
more fundamentalist For example while 
some of the more authoritarian statements 
from KS.S tdroingurs such as Hedgewar and 
Sarvarkar apireal tt> the taws of Manu, just 
as conlemporaiy sanls and sadhas wrihin 
the 8JP agitate for a return to Manu, 
moderaies within the BJP, as well as the 
women's wing of the BJP and the RSS deny 
any support for such a reinstatement. See 
for example, Vajpayeds interview in Sunday 
Magazine. February 1993. and Ihnika 
Sarkar's work on women in the RSS, ‘The 
Woman as Communal Subject; Rashtra- 
sevika Samiti and Ram Janmabhoomi 
Movement', t'coaomk and Miikal Weekly, 
Augii.st 31. 1991, pp 20S7-62. in our discus¬ 
sion, we draw from a broad range of at 
times contradictory statements, in an at¬ 
tempt to di.seover the common threads that 
run through these divergent positions. 

40 Our Commitments, op cit. p 25. 

41 To a somewhat lesser extent, Hindu fun¬ 

damentalists also offer women a renun¬ 
ciatory mt>de of existence, which allows 
women to escape from the domesticity that 
ha.s been available to them. It is this renun 
ciatory mode that has created the possibility 
foi women such as Uma Bharaii and 
Saddhvi Rithambhara to occupy such a high 
profile position within the Hindu right. At 
a more communiiy-ha.sed level, the Raf-bira- 
sevika Samiti—the women's wing ol the 
RSS-- provides intellectual and spiiiluaJ 
training for women, thus both alfirn<;<i» 
their retigis'sity. and providing itieni : ei. 
to a world at knowledge and .vi>i‘ . 
from which they have been cxc!-' . 

however, important to recogn'o,.- (h;.i ihc 
samiti is egreful to ensure that the pciwer 
of the family to make decisions regarding, 
its members, panicularly regarding its 
female memben, remains unthreatened, 41:'^ 
the decision foi a woman to marry ti-imr'v 
her own decision to partiripaic i:i the 
Samiti. Tims the renunciatory mode does 
not completely escape ;he n'le nt w •men 


as mairi shafcti. For ancxcelleni discussion 
of women in the Rashimscvika Samiti, sec 
Tanika Sarkar. 

42 ‘Women Ram Bhakts Make History*. 
Dashak Ke Jharokhe Mein, Mahila Mor- 
cha, BJP. New Delhi, 1991 p 112. Sec also 
the following statement by P K Roy, ‘Opera¬ 
tion Ayodhya* in Nation^ Hope, op cii, p 16 
“...It took them (the kar sewaks) six days 
to reach the periphery of Ayodhjm, accep¬ 
ting the hospitality of the villages on the 
way. Many elderly women blessed them 
before bidding them farewell” ‘I could not 
control my tears at such send off by villagers 
for whom we were strangers. Despite their 
poverty, they looked after our every com¬ 
fort, pooling their resources. Women col¬ 
lectively prepared food. And they forced 
food packets on us for the way', said one 
kar sewak; 

43 Bharatiya Janata Party, Our five Com¬ 
mitments, 1984; see also Mridula Sinha. 
‘Women's Equality--Miles to March' 
Organiser. September 1, 1985, p 7. regar¬ 
ding the position of the BJP Mahila 
Morcha on equality. 

44 ‘Women's Decade: Mahila Morcha Res¬ 
ponse' in Dashak Ke Jharokhe Mein, op cit, 
p 120. Mridula Sinha, in Women's Equa¬ 
lity-Miles to March* writes: “In spite of 
all this glorious background the Indiais 
woman today has to fight a sustained and 
long-drawn battle to achieve the goal of 
complete equality. This can be fulfilled not 
by blind iniitatioas of the modes and techni¬ 
ques of struggles adopted by the so-called 
liberated women of the west!* Id. A similar, 
though more extreme position is found 
in the writings of RSS ideologues. 
K R Malkani, in The RSS Story Ipex India, 
New Delhi, 1980, argues that “the position 
of women is belter in India than anywhere 
else in the world". Further, on p 175 he 
writes that the RSS “...would consider 
women's ‘libbers' as the worst enemies of 
woman kind”. 

45 Our Five Commitments, op cit, p 18. 

46 Dashak Ke Jharoke Mein, op cit, p 13. 

47 Dashak Ke Jharoke Mein, op cit, p 4. 

48 Our Five Commitments, op cit. states 
‘Another sure way of producing security for 
women is to enlarge the employment in 
areas and sectors that suit them most'. 
I^licy statements include a concern with 
women's employment. While there is iiitle' 
elaboration as to what areas that might be. 
another document provides that women 
should be primary school teachers: t}ui 
Commitments, op cit, p 75. The .Mihitc 
Morcha, on the other hand, has .siatr-< lii.vi 
itaining for vwmten should not be confined 
Ki si,..h iniditional areas as sewing and loy- 
n i.'.ig. but rather should “be expanded to 
r-'-rv .sreas like light engineering”: Dashak 

' Jh ■ rokhe Mein, p 121. See also, 'BJP 
nhils Morcha Dories Rising Crime 
.'....viiiv; women’ Organiser, Septeiiibcr 15, 
1985, p 14 

•'.9 SMiha, op cit, p 5 

V) lc,d. 

SI .'sinha wtifes, "It is a tragedy that in the eyes 
of it'.e law, the concept of Indian woman- 
hfxxi IS non-existent. They are Hindu 
women, Muslim women, and Christian 
wumeii... The emancipation of the Indian 


women will remain ■ Au cry aa tool m ■ 
Uniform CvB Code la not puied **, Id. The 
BJP Mahila Morcha has repeaietty emn- 
paigned in favour of a UCC “so u to 
equally cover all Indian women": ‘“BJP 
Mahila Morcha Decries Crimes against 
Women”, op cit, p 14. 

52 “TN National Executive (of the BJP) 
regards this move to amend section I2S 
Crlk: as rein^radc; anti-women and a sur¬ 
render to obscurantism and bigotry”, op eh, 
P S- 

53 See in particular Natiottalisms and Sex- 
uaiities, A Hu-ker, M Russos DSominerand 
P Vh^er (eds). Rouiledgc; 14ew \brk, 1992. 

54 Amrita Chhachhi, ‘Forced Identities: the 
State CommuiMiism. Fundamentalism and 
Women in India’ in Women Islam and the 
State, D Kandiyoti fed). MacMillan, New 
Delhi. 1989, pp 162. 163. 

55 As quoted by Sherna Gandhi, Status of 
Women: The other Casualty’, Sunday 
Observer. February 21-27, 1993. 

56 Manini C.'hatterjee; ‘Saffron Extremisir!', 
Frontline, January 16-29, p 5. 

57 It is important to recognise that these multi¬ 
ple and seemingly contradictory discourses 
of tradition and moderniiy. of rdigiqn and 
liberalism, deployed by the fundamentalists 
are not as contradictory as they may initially 
seem, but rather based on a false dichotomy. 
Many ‘traditional' discourses are as much 
a product of colonialism as are the ‘modem* 
discourses of liberalism. For examnle. not¬ 
withstanding the British colonialist policy 
of non-intervention in the personal affairs 
of the various communities, the extent to 
which jiersonal laws were the product of a 
complex history of intervention, codifica¬ 
tion and reform of customs and practices 
is well documented: see Archana Parasi'at 
Women and Family Law Rgform in India. 
Uniform Civil Cade and Gender Equality, 
Sage Publications, New* Delhi, 1992. 
Moreovet. while the fundamentalists deploy 
elements from the past in their .liscursive 
strategies, they do so in thoroughly contem¬ 
porary and manipiilaiive ways. I hdr appeal 
to 'traditiona' is more often than not 
without any historical validity. 

58 See. fanika Sarkar, op cit. p 2062. 

59 See also. Indu Prakash Singh and Renuka, 
‘Sati; The Fairi-Politics’, paper presented at 
‘The Status of Widows, Abandoned and 
Destitute Women in India* workshop, April 
22-24, 1988 pp 2-3, criticising the notion 
that sati is a voluntary act. 

60 Ihnika Sarkar, op cit, p 2062. 

61 Himani Banerji observes that the images of 
Muslim women in Hindutva demonstrates 
the ultimate version of conlemiM for 
women. Muslim women are portrayed as 
"ignorant and superstitious slaves of 
Muslim men* who breed like rabbits, and 
are incapable of knowledge or spirituality. 
See, Sancheiana. Fhbruan* 1991, Cakutia, 
PP 2, 3. 

62 Laura Nader. 'Oricnialism, Occidentalism 
and the Coniral of Women*, Culiueal 
Dytumics 3, 19818, Lata Mani. ‘Conieniious 
Traditions; The Debate on Salt in Colonial 
India* in K Sangari and S Vsid (eds), 
Recasting Wtmen: Essays in Colonial 
History. Kali for Women, New Delhi, 1989, 
pp 88-127. 
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PERSPECTIVES 


Identity, Culture and Community 

Sarah Joseph 


A distinct set of assumptions about the social role of culture 
forms the framework of much of the debate about culture, 
religion and community in India and influences thinking across 
the political spectrum. So widely and uncritically have they been 
accepted that it may be difficult to undermine them except 
through sustained effort. 


THE concept of culuia- is central to much 
of political discourse in India today. There 
is frequent reference in the press and in 
statements by politicians, to such concepts 
as cultural communities, majority and 
minority cultures, indigenous and alien 
cultures and issues of cultural identity. 
Very often communal clashes are pro¬ 
jected as arising out of a clash of cultures, 
in the popular understanding, politics is 
no longer seen as arising out of the strug¬ 
gle to control political and economic 
resources alone but also out of the strug¬ 
gle to control meanings and symbols, in 
fact, one of the most controversial 
political issues of recent years, the dispute 
over the shrine at Ayodhya, has been pro¬ 
jected as a dispute over the cultural/ 
religious rights ol different communities. 
Culture then is at the centre of political 
debate today. 

In some respects the importance given 
to culture in recent years is to be welcom¬ 
ed as it compensates for a neglect of 
cultural factors in the understanding and 
strategics of left and liberal forces in 
the country in the decades after in¬ 
dependence. The Nehruvian belief in 
modernisation as a dissulvani of primor¬ 
dial loyalties was widely accepted even 
though state policies in the Nehru era 
showed a pragmatic awareness of the im¬ 
portance of cultural symbols and com¬ 
munal loyalties. The left, under the 
influence of reductionist interpretations 
of Marxism, also downplayed the impor¬ 
tance of culture for an understanding of 
politics. Hence the revival of interest in 
ciilture is probably healthy. But given the 
way in which the term has been co-opted 
for strategic reasons by political parties 
and groups we need to be wary of the kind 
of meanings which are often read into 
the term. These need to be critically 
examined. 

if we analyse recent debates about 
culture, religion and community in India 
it is possible to discern a set of assump¬ 
tions about the social role of culture which 
forms the framework of much of the 


debate and which influences thinking 
across the poliiical spectrum. So widely 
and uncritically have they been accepted 
that it may be difficult to undermine them 
except through siisiained effort. One of 
the assumptions is that culture is the 
expression at the level of world views, 
ideas and practices of an organically 
linked community. Religion and culture 
have been clo.sely linked in India so the 
religious community is also described as 
a cultural community, organised around 
common beliefs, value systems and modes 
of living. It is held that such communities 
arc held together by interlinked structures 
and practices rather than by power and 
that they have been able to reproduce 
themselves over time, by upholding 
culturally ordained values and ways of life. 
Preservation of the culture then becomes 
essential for maintaining the community. 

A second assumption is that the specific 
identity of a community is to be under¬ 
stood in terms of its culture. According 
to this view, not only do individual 
members of the community accept 
membership of the community as ihcn 
primary identity but it should be possi 
ble to predict their behaviour patterns and 
attitudes in terms of community values. 
•Such views have given respectability to 
cultural stereotypes. Thus stereotypes ol 
the blood thirsty Muslim, |he tolerant 
Hindu or the martial Sikh, may all be 
defended bv referring to culturally defin 
ed values and the hisiqry of different com¬ 
munities in India. The ultimate success of 
these stereotypes comes when they are in¬ 
ternalised by the subjects, thus giving 
them the character of self-fulfilling 
prophecies. 

A third assumption is that the culture 
Ol each community is .so unique that it can 
be fully understood only by ‘natives’. Out¬ 
siders should try to adopt the 'native's 
point of view’ to understand a culture and 
its rationality. Working on this assump¬ 
tion, colonial and post-colonial govern¬ 
ments have followed the practice of con¬ 
sulting leaders of cultural cmnmunities foi 


authentic interpretations of the traditions 
of the community. 

it is widely accepted that the beliefs and 
practices of a community have had, and 
may still have, some functional value in 
terms ol the survival of the community. 
Thus they represent the wisdom of the 
community which may he valuable not 
only for that community but also for the 
world. Carried to its logical conclusion 
such a view could support the tendency 
to .sanctify all the practices of a com¬ 
munity. Ihe tendency to uncritically 
valorise institutions and practices may be 
discerned in the kind of debates which 
have taken place around instiiiitiohs like 
sati or the ca.sie system. 

it has often been lernarked that the 
organic model of the cuilural communi¬ 
ty originated m the work t.'f cultural an¬ 
thropologists during the colonial period. 
This model also irifiueticed Orieiitali.st 
thinking about India as may be seen in the 
liidological tradition, f-roin thence it was 
taken up by some nationalist thinkeis. 
What is riotcwoithv in all this is that in 
using the organic model to study India the 
unit of anaiy.sis adopted was the religious 
community. I'hc religious cuminiiniiy was 
viewed also as a cultural unit and India 
as a society of diffeient communities. It 
was accepted that communities were never 
totally isolated in India and intercultural 
exchanges and shared practices had evolv¬ 
ed But a belief in the org.anic character 
of different religio oihuial comnumities, 
c.specially communities reprf-eiiting the 
so called fiemitic religions, i- vciy deeply 
ingrained ill populai perceptions I he in¬ 
tegration of the community is snpj'o.sed 
to extend over widely dispeised sub 
groups. Thus Muslims tior.i Kerala to 
Kashmii are often vicweii as more unified 
by their shared religious beliefs than they 
may be differentiated t>y then loi .'ition in 
regional cultures. Similaily, 'he unity of 
all Hindus may be asscited. 

Howes'cr, Hinduism does no; e.isily lall 
into the model of an oigaiiic conniuinity. 
This feature has been de(ik>rcd by com¬ 
munal groupv and lauded by scculai isls. 
But some features of the oiganic rnixlel 
have also been read into Hinduism. The 
Orientalist view as renn ied in Indological 
studies equated Indian eiihnie with Hindu 
culture and emphasised the unbroken con¬ 
tinuity of Hindu culture from the earliest 
limes. They linked the tradition to a pre¬ 
existing community which had expiesscd 
itself through its culture. The spirit of the 
culture was considered to find its highest 
expression in early philosophical texts and 
beliefs, knowledge systems and the prac- 
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liccs which they generated. The Vedas, 
Upanishads and philosophy of the Gita 
were held to express the highest wisdom 
of India. The importance of Sanskrit as 
a vehicle of Indian philosophical genius 
and its links with the Indo^ryan family 
of languages was stressed. Originating in 
the country. Hindu culture was seen as the 
natural culture of the country. 

All this adds up to a perception of 
Indian society as consisting of an authen¬ 
tic culture and religion and additional 
communities formed under alien in* 
Huence. Like all representations it co.itains 
both an element of truth and some distor¬ 
tions. One distortion is that it seriously 
simplifies the historical processes ' y 
which different religions established 
themselves in India in the past and the 
nature of the economic, social and 
political relationships which have evolv¬ 
ed in different regions. But the strength 
of this picture of Indian society is such 
that many would be reluctant to accept 
that it constitutes a representation which 
needs to be critically examined. Unfor¬ 
tunately such perceptions have encourag¬ 
ed the kind of policies followed by the 
Congress both before and after in¬ 
dependence. Assuming that Indian society 
is constituted by different religious com¬ 
munities, secularism, Indian-style, has 
been interpreted as a policy of dealing 
equitably with different religious com¬ 
munities. Holidays. TV time, and more 
concrete benefits arc to be shared equally, 
or at least equitably, among the different 
communities. Naturally, this has provok¬ 
ed some resentment among those who 
perceive themselves as members of the 
‘majority community*. Moreover, based 
on the view that different religious com¬ 
munities form organic wholes with natural 
leaders, negotiations have been conducted 
with communities through these leaders. 
It has been held that each community 
should be able to regulate the personal law 
which is generated by its religious tradi¬ 
tion while the stale should retain the 
responsibility for maintaining order and 
(Momoting development and justice. Thus 
the rights of citizenship with regard to 
matters of personal life end at the boun¬ 
daries of community unless an individual 
opts for secular regulation. 

There is not much difference, except of 
degree, between the views of secular and 
communal groups on such matters, 
statements about composite culture noi- 
withsunding. Both tend to believe that 
cultural/rcligious identities are primary 
and relatively unchanging. Working with 
this notion, secularists have stressed the 
amicable relationships which have existed 
at the ground level in the past. But this 
strategy has rarely been sufficient to 
subvert communal feelings today. The 


more fundamental task of interrogating 
the notion of integrated culturel/religious 
communities has not received sufficient 
attention. 

Although the organic model of the 
cultural community has been dominant, 
the elements of an alternative notion of 
culture are also present in popular 
discourse and they have been gaining 
some currency of late. The philosophical 
grounding of such views may be found in 
the Marxian tradition, particularly the 
Mar.xian tradition in its post-Gramscian 
phase. The validity of such a notion of 
culiu . y be examined in relation to the 
historical experience of different regions 
in India where a variety of different solu¬ 
tions to the problems of intercommunal 
living have *^0 negotiated over time The 
alternative iiv.-v-.t of culture, described 
here does also place culture within a 
holistic understanding of .society but the 
whole is not the leligiou. community but 
the wider socictv in which communities 
and groups are placed. This society is link¬ 
ed by a variety of relationships, economic; 
political and social, and all of them form 
part of the culture of the society. 
Cultural/religious communities exist as a 
particular set of relationships which are 
organised around common beliefs ai.^ 
practices but these must be understood as 
a set within the wider whole. Com¬ 
munities do not dissolve in this concep¬ 
tion but neither do they form an enclos¬ 
ed whole. The degree of homogeneity and 


integratiem of a community over time 
becomes a matter to be examined, not 
assumed. It would follow that individuals 
cannot be classified in terms of an un¬ 
changing and primary cultural/religious 
identity. While religious identities may be 
one of the identities adopted by in¬ 
dividuals they form part of a repertoire 
of identities available and only a study of 
the material and social grounding of 
culture can help us to understand the ef¬ 
ficacy of this particular identity at any 
time. 

Among the many insights which 
Gramsci put forward regarding culture 
was the view that culture encompasses the 
whole of social life, not only its ideational 
aspects and that it is embodied in social 
practices and communal modes of living. 
He wrote of the ‘common sen.se' of a com¬ 
munity, the largely unconscious way in 
which people perceive the world. Com¬ 
mon sense includes myths and symbols, 
ideas and experience and it can often be 
confused and contradictory. Its social 
function is to help to reproduce structures 
of dominance by encouraging an un¬ 
critical acceptance of an existing state of 
affairs. Thus the notion of monolithic 
religious communities in India may be 
viewed as a part of common ; ense which 
needs to be examined. 

A further insight which Gramsci of¬ 
fered was that culture and ideology 
express the world-view and thinking of a 
class or group, linked to its history and 
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experience: If culline it seen ns linked to 
class it can no lon^ be understood as 
outside power but as participating in the 
maintenanaof systems of power. Rditical 
struggle then should include struggle 
through, and with, culture. 

Gramsci. and other succeeding thinkers 
like Foucault, have drawn attention 
to the importance of language and 
culture for the constitution of human 
subjectivity. These would include the 
self-understanding of individuals regar¬ 
ding their location in society. Foucault has 
shown how identities ate constituted by 
the micro-processes’of everyday life and 
how they help to induct people into a 
culture and social relationship. This 
understanding does not exclude the 
possibility of cultural traditions emerging 
which have some continuity over time and 
some autonomy. But even such apparently 
autonomous traditions should be under¬ 
stood in relation to other social processes 
and the character of the society as a 
whole. 

The implications of these different 
notions of culture can be better under¬ 
stood if we examine them in relation to 
such concepts as religion, identity and 
nation in India. 

CUITURB ANO iDtNriTY 

it is only according to the organic 
model that membership of a cultural/ 
religious group can be viewed as a primary 
identity. But such a view does not reflect 
the ground reality in India. Religious com¬ 
munities in different regions of the coun¬ 
try have historically shared regioiwi 
modes of living, traditions and values 
although they may also retain social 
markers of difference. Thus the Muslim 
in Kerala or Kashmir, or Bengal is easily 
distinguishable in terms of regional 
characteristics like language or dress. The 
religious identity may come to the fore in 
certain circumstances but even then it is 
likely to be a religious identity adopted in 
relation to other communities within the 
region. A wider all-India identity seems 
to be so far only a fugitive one for any 
community. Moreover, different regions 
have historically negotiated certain modes 
of co-cxistcncr between communities. 
These may rcfleci factors such as the 
history of communities within the region, 
their relative size and economic strength. 
While these modes of co-existence may in¬ 
corporate inequality and power, they also 
often reflect a pragnuuic acceptance of the 
need to accommodate. 

These reflections may seem too obvious 
to record but we have to remember that 
a parallel and popular notion of religious 
idimtities ai primary and often opposi¬ 
tional. has also been gaining ground of 
late Supporting this notion is a view of 


inter-community relations which draws 
heavily on the experienoe of relationships 
in UP and the experience of Pulition in 
the northern states. The powerful stereo¬ 
types of Muslims and Christians which 
ate being circulated by the media and 
political groups today are largely derived 
from this region though even here they 
reflect a particular understanding. 
However, the more flexible identities 
which still operate at the ground level in 
different pans of the country are better 
understood in terms of a concept of 
culture which sees culture as a dimension 
of complex social processes, reflecting 
their contradictions and conflicts, subject 
to historical change. 

Political arrangements have unfor¬ 
tunately reinforced the organic view of 
communities. The logic of our secular 
policies has been to support the view that 
there are permanent minorities and per¬ 
manent majorities among communities 
with the minorities having to be ‘appeas¬ 
ed* by concessions. ElectomI policies also 
make such a view convenient for bankrupt 
political parties which are not capable of 
mobilising people on other platforms. The 
fact that no religious community is in a 
majority in all parts of the country, not 
even the Hindus, is obscured in the pro¬ 
cess. However, it may be noted that if a 
more flexible undemanding of identities- 
is to be taken into account for politics it 
would require a different kind of institu¬ 
tional framework, more decentralised and 
federal in character, and a different con¬ 
ception of the nation. 

Culture and Nation 

Parallel to the organic view of religious 
communities has been the attempt to pro¬ 
ject the nation as a community with over¬ 
riding claims on the loyalties of people. 
However, this conception also does not 
easily ‘ni’ a plural society likcthe Indian. 
Before independence national leaders 
asserted that India was a nation with a 
long and continuous tradition. After 
independence the urgent task was seen as 
being state and nation-building. But in¬ 
stead of attempting to build a rulion by 
drawing on the experience of shared liv¬ 
ing available in the country, reliance was 
placed on political democracy and moder¬ 
nisation. But, fs is well known now. 
political democracy and-modernisation 
strategies pursued witl^out sufficient 
regard to radical restructuring of society 
only sharpened communal differences. 

The belief that natioiulities have a right 
to political self-deiermir»tion is deeply in¬ 
grained in our thinking. A consequence 
of this link between nationality and 
political self-determination has been that 
the nationality claims of any group in the 
country have been viewed with suspicion 


at potentially tubvenivc of the national 
community. The left on the other has en¬ 
dorsed the right of political self- 
determination arul even secession of 
groups claiming to be nationalities. 
Neither view questions the assumfUion 
that nationalities constitute homogeneous 
cultural communities which are able to 
generate firm identities. Further, they ham 
overlooked the possitnlity of conflicts and 
contradictions within communities. 

The widespread assumption that 
religious communities form homogeneous 
cultural communities has been a par¬ 
ticularly unfortunate one. Culture has 
nrany dimensions, material, ideational 
and social and these cut across the boun¬ 
daries of religious groups. Religious 
groups in different regions have also 
evolved ceruin practices which help to 
distinguish the group within the larger 
whole but these by no means exhaust the 
concept of culture The point that u being' 
made is culture has to be understood in 
a wider framework which encompasses a 
region and the social and political forces 
which are generated there. 

However, a view has often been put for¬ 
ward that for Hindus in India, religion 
and culture coincide in a particular way. 
According to this view, every aspect of 
culture which has emerged in India till the 
period of major invattions, should be 
termed authentic, and Hindu. Practices 
emerging after that period can be termed 
Hindu, or Muslim or western/chrislian. 
This is a singularly unprofttable way of 
understanding the evolution of culture 
and tradition in India. It leads to forcibly 
including in the Hindu tradition those 
groups which would be preferred to be left 
out. such as tribal groups and dalits. 
Moreover, it is based, as has been earKer 
argued, on the assumption that each 
religion generated a different culture. This 
view has been unprofitable not only for 
the society at large but also for different 
religious communities. Ii has encouraged 
the tendency to defer ail the beliefs and 
practices of the community as being 
authentic and necessary. Thus they may 
be-isolated from criticr>l scrutiny from 
without as also from within the 
community. 
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REVIEWS 


Ecology and Sustainable Development 

R Hianuinijakshi 

Ecological Economics: A Practical Programme for Global Reform, The 
Group of Green Economists; Zed Books, London, 1992; pp 162. 

Ecological Tax Reform: A Policy PruptMusI for Sustainable Development 
by Ernst U Von Weizsacker and Jochen Jesinghaus; Zed Books, London, 1992, 
pp 90. 


AS early as in the 70s. the MIT Research 
Team in their Report for the Club of 
Rome's Project on the Predicament of 
Mankind had highlighted the need for a 
controlled and orderly transition from 
growth to a sustainable state of global 
equilibrium to resolve the ‘World Pro- 
blematique' (T/te Limits to Growth: A 
Potomac Associates Book, 1972). The 
team noted the several trade-offs in the 
process of growth, arising from the 
finiteness of the resources of the world 
system. Accelerated growth of population, 
production and consumption, the team 
observed, led to overexploitation of 
natural resources and resulted in resource 
depletion, environmental degradation and 
impairment of the life-supporting capa¬ 
city of our planet. How to set the man- 
environment equation in balance so as to 
ensure sustainable development has 
therefore been a major concern of natioas 
and international organisations. It is this 
challenge that has been addressed by the 
two books under review. 

The two studies respectively by the 
Group of Green Economists (GGE), and 
Ernst U Von Weizsacker and Jochen 
Jesinghaus (WJ) concur that the in¬ 
dustrially developed nations have a pre¬ 
dominant share in climate threatening 
gaseous emissions, that therefore “sus¬ 
tainability is primarily a task addressed to 
the North” (WJ p 9) and that the "in¬ 
dustrial sutes must take the lead in radical 
ecological restructuring of the global 
economy” (GGE p 21). The authors also 
recognise that poverty is the root cause of 
high population growth and overexploiu- 
lion of natural resources in developing 
economies. Both the studies observe that 
the industrial model of the north 
generates ever increasing external 
ecological costs. But while WJ recom¬ 
mend ecological tax reform withjp the 
framework of this model, the GGE cau¬ 
tion against the globalisation of this 
model and suggest that a new model of 
development Ls needed for the south in the 
place of the ‘catch-up industrialisation* 
strategy (p 21). 


The GGE outline the basic tenets of a 
macro programme for global reform for 
an ecological and social reshaping of the 
society and for developing a ‘realistic 
utopian’ world that will remain habitable 
for the generations that follow us (p II). 
For this purpose, they propose a global 
ecological policy and make suggestions 
for restructuring international trade, 
reorganising the international financial 
system and controlling the transnational 
corporations. This alternative paradigm is 
based on the principle of solidarity and 
supports ethically motivated international 
agreements and treaties. The GGE em¬ 
phasise the need for overcoming “a 
number of functional exploitative 
dualisms” (pp II4-IS) and specially favour 
a development model which is fair to 
women. They propose economic struc¬ 
tural adjustment to the ecological 
challenges and replacement of ‘inter¬ 
national policy in the national interest’ 
with ‘national policy in the international 
interest’ (p 94). A World Economic Coun¬ 
cil with decision-making authority is 
recommended by the authors for restruc¬ 
turing the world into such a global order. 

As against this wide-ranging approach 
to ecological reform of the GGE, WJ 
make a more specific proposal for 
ecological tax reform for sustainable 
development. With the emerging scenario 
of an unabated rise in energy consump¬ 
tion specially of fossil fuels and the im¬ 
perative for stabilising the climate at 
acceptable temperatures, WJ find the con¬ 
ventional environmental policy of setting 
standards of environmental quality or 
li::iits on emissions and the lend of the 
pipe* pollution control, inadequate from 
the global angle, in this contmt, they 
examine different economic instruments, 
viz, tradable permits, pollution charges, 
refund systems and ‘green’ taxes. In their 
view, the internalisation of the external 
costs of environmental damage through 
ecological taxes is an efficient method. 
They argue that ecological tax reform 
comprising taxes on environmentally im¬ 
portant input factors-rnotably energy— 


with suitable adjustments in other taxes 
to maintain revenue-neutrality, would be 
an effective economic instrument for 
enhancing the efficiency of resource use, 
specially of fuels. The reform which calls 
for the dismantling of 'ecologically 
unreasonable subsidies’ is to be introduc¬ 
ed in a phased manner besides ensuring 
that the undesirable distribution effects 
are avoided. WJ apress fuel consumption 
(fuel efficiency is uken as the reciprocal 
of fuel consumption) in terms of fuel 
prices, wealth and population density. 
They use the estimated elasticities based 
on data for OECD countries for 1980-88 
to show that a S per cent annual increase 
in real prices of petroleum-based fuels— 
due to an energy tax—would bring about 
■over two or three decades an absolutely 
revolutionary transformation of the entire 
transport system. Implied in this dynamic 
adjustment is the appropriate technology 
response to the market .signals. The en- 
trapolation exercise is based on a number 
of assumptions such as the entrv into the 
market in a big way of biofuel and subse¬ 
quently of solar energy and hydrogen, and 
the introduction of more fuel—efficient 
automobiles. It is. howe*/er. possible that 
the fuel lax has virtually no impact for 
certain price ranges on the richer income 
groups, who in fact account for a larger 
proportion of aggregate energy consump¬ 
tion. These taxes may also push up the 
cost of production of goods and services 
and cost of living, and may spur inflation 
in the immediate context. WJ. therefore, 
advocate compensating adjustments in 
other indirect taxes with similar infla¬ 
tionary potential. The operational 
feasibility of fine tuning such adjustments 
in different taxes remains to be tested. 

in the .scheme of the GGE, there is need 
for far-reaching changes in the scope, 
make-up and orientation of global trade 
so that high social and ecological sun- 
dards are met (p 32). Ecological balance 
is sought to be achieved by changing the 
structures of production, trade and con¬ 
sumption. Interestingly, both the studies 
recognise the deteriorating effecu on the 
balance of payments of raw material 
exporting countries when they come under 
either stricter ecological standards or due 
to ecological tax reform in the importing 
countries. Compensatory measures have 
bnn suggested by WJ way of invest¬ 
ment of the gains as a result of ecological 
fiscal reforms in the balance of payments 
of the industrial nations, in raw material 
exporting countries in a manner as to pro¬ 
mote the latter’s sustainable development 
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(p 66). The GGE observe that stable and 
. higher raw material prices are at the core 
of an “ecologically oriented global 
economic policy” (p 123). They also em¬ 
phasise compensation in the form of debt 
cancellation, increased transfer payments 
and guaranteed market access at cost¬ 
covering prices, to meet the massive reduc¬ 
tion of exports of poorer countries due to 
possible loss of competitive advantages 
that these countries may face under 
stricter ecological sundards (pp 32-33). 
Although the GGE recommend a World 
Economic Council, it is doubtful whether 
such a body can adequately deal with the 
differential problems of such a scheme for 
different countries in a manner acceptable 
to all nations. An ecologically-oriented 
international trade policy may not work 
out with equal benefits for unequally 
placed countries. However, the inter¬ 
national economic system can be best 
used for targeted transfer of appropriate 
technology and aid for environmentally 
sound methods of resource use in poorer 
countries, i e. something in the nature of 
Al Gore’s idea of a Global Marshall Plan. 

Environmental issues are two-fold in 
nature, viz, (1) the limit to the natural 
resources, and (2) the pollution that results 
from the exploitation of these resources. 
Ecological control deals with both these 
aspects, i e, (I) by changing the mix of 
these lesources in favour of renewable 
resources, and (2) by inducing an improve¬ 
ment in resource productivity. For these 
purposes, it would be necessary to deploy 
a combination of measures, viz. invest¬ 
ment, research for development of 
environment-friendly technologies, 
economic incentives and disincentives. 
However, there needs to be a difference in 
the approach to the problem in the 
developing countries from'that in the 
developed countries. For one thing, the 
developing economies are late-comers in 
the process of growth, in one sense, this 
has an advantage since they have access 
to newer technologies for resource conser¬ 
vation and efficient resource use. Even so, 
the phenomenally higher levels of per 
capita consumption of resources in 
advanced countries than in the develop¬ 
ing-economies mean yawning gaps bet¬ 
ween development ’requirements’ of 
global resources even under modest 
assumptions of economic growth and 
ecologically sustainable levels of con¬ 
sumption. Further, the environmental 
standards cannot be the same for these 
two sets of Economies. Under the cir¬ 
cumstances, the north would need to go 
in for a drastic reduction in per capita 
resource consumption while the south 
should adopt a path of resource conser¬ 
vation (WJ, p 7). In the context of inter¬ 
national differences in stages of develop¬ 


ment, economic structures, resource en¬ 
dowments and potttical systems, the 
perception and solution of environmen- 
ul issues may have to emanate from the 
nation governments in an international 
cooperative framework with due deference 
to the problems of the south. 

The primary concerns of the develop¬ 
ing countries are growth and removal of 
hunger and poverty. Environmental con¬ 
cerns have to be deftly meshed into the 
Global Agenda in a manner as not to en¬ 
danger the speedy fuiniment of these 
primary objectives. The immediate 
environmental issues in developing 
economies are land degradation, soil 
erosion, disaster management, over- 
chemicalisation of crop production, air 
and water pollution including ground 
water pollution, recycling of waste, 
increasing demographic pressures on life 
supporting systems and socio-economic 
impact of development projects including 
human displacement and loss of biodiver¬ 
sity. Sustainable land use and manage¬ 
ment with detailed sectoral plans, 
economic pricing of resources like energy 
and water, (alongwith selective retention 
of target-group oriented subsidies), 
human resource development planning 
and poverty eradication are some impor¬ 
tant planks in an integrated strategy for 
development with ecological balance. 


IN the editor’s words, “The underlying 
causes, and the short and long-term con¬ 
sequences of the violent uprising in 
Kashmir that began in mid-i989, con¬ 
stitute the theme of the various contribu¬ 
tions to this edited volume” (p 3). Poin¬ 
ting to the “diversity knd divergence of 
views” in the book, Raju Thomas says 
that it “is intended to provide the reader 
with a glimpse of the range and cc-.mplex- 
ity of the l^hmir problem, as well as to 
isolate and clarify the issues that must be 
confronted by decision-makers and 
analysts” (p 4). I am sure that, by 
and laige, the book succeeds in these 
objectives. 

Perspectives on Kashmir is. a useful 
volume in the making of which much 
editorial planning, care and even diplo- 
macy(!).must have been required. It is no 
mean achievement to have brought 
together contributioris from Britain. 
Bangladesh. India. Pakistan and the US 


Assessment of resource depletion, evalua¬ 
tion of environmental impact of new pro¬ 
jects and aoooundng for the use of ruuural 
and environmental resources in National 
Accounts are necessary for long-term 
resource management in these eoonomiat. 
Also important is a rationalisation of 
relative price structure of different fuels 
to promote a balanced interfud consump¬ 
tion. Further, the use of non-ONncntioii^ 
sources of energy will become popular 
only if their unit cost of production is 
competitive vts-a-vis the conventional 
sources, increased emphasis on awareness 
among producers and consumers can go 
a long way in energy conservation, waste 
reduction and environmental protection. 

The two books have come out at a time 
when ecological balance for sustaitmbic 
development and levy of carbon taxes are 
at the centre stage of discussion on en¬ 
vironment. They present two different ap¬ 
proaches in this regard. While the book 
by the GGE is an ecologist’s concept for 
global economic development, that by WJ 
is an economist’s proposal for resource 
use efficiency. They arc valuable contribu¬ 
tions in their respective approaches and 
should be read by planners and policy¬ 
makers, economists and ecologists for 
evo.|ving a balanced strategy for sus¬ 
tainable development. 


and to have included Kashmiri voices toa 
Scholars join hands here with diplomats, 
politicians and other specialists. The 
perspectives that arc promised in the title 
are arranged in sections described as 
‘historical’, ’Kashmiri’, ‘comcstic’, and 
’international’ perspectives. There is also 
a ‘prognosis’ at the end. As may have been 
expected, no agreed conclusions emerge; 
and, regrettably, the quality of the papers 
is uneven. 

While the diversity of opinion may not 
be unexpected in a book dealing with so 
obstinately contentious an issue as 
Kashmir, cne docs wish that all the 
authors had written in a restrained, if not 
also scholarly, manner. 

Fortunately there arc several excellent 
t>apers in the book. The editor’s introduc¬ 
tion itself is a laudable effort to provide 
a background and to put some order in 
the variety of conflicting opinions. He 
might have been sterner with some of the 


Understanding the "Kashmir Problem’ 

T N Madan 

i'eniM'ctiven on Kashmir: The Kinits of Confliel in South Anin edited by 
Raju G C Thomas; Boulder, San Francisco, Oxford, Westview Press, 1992; 
pp X -f 422 + index; softcover S 42.9S. 
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oofltribulors and advised deletions of por> 
lions dealing with events that others cover 
better. There is much repetitiveness in this 
book. 

The introduction is followed by a very 
good backgrounder by Cowher Rizvi, 
which combines fidelity to facts with fair 
comment. It is a pity that it does not cover 
the icGcnt period. 

Ashuiosh Varshney does this. He con¬ 
tributes a well-documented, self-contained 
and analytically insightful paper, cover¬ 
ing the period 1947-1990. He points out 
that at the heart of the Kashmir problem 
lies the clash of three nationalisms, viz, 

. the religious, the secular, and the ethnic. 
The adherents of the first want Kashmir 
to be part of Pakistan; the adherents of 
the second maintain that Kashmir is a part 
. of India which never accepted the ‘two- 
nation’ theory; the adherents of the third, 
who are the most recent of the groups 
on the scene, speak in the name of 
‘Kashmiryat’ and support independence. 
There are three parties to this dispute and 
there will have to be three parties to any 
peace formula. Understandably, Vanhney 
does not conclude on an optimistic note. 

One of the merits of Varshney’s paper 
is the attention he devotes to the shifting 
stands of Sheikh Abdullah. This factor 
has not received enough attention in 
discussions of the Kashmir problem. A, 
deficiency of the present symposium is 
that while Sheikh Abdullah is mentioned 
many times, there is no detailed discus¬ 
sion of the contributions of Bakshi 
Ghulam Muhammad, G M Sadiq and Mir 
Qasim who were chief ministers one after 
the other for a total of about 20 years. 
Mc'y of the grievances that critics of the 
central government have shpuld really be 
anribuled to the ‘failures' of these three 
men. But, one would like to ask, did they 
achieve nothing? To say that that indeed 
was the case would be factually incorrect. 
For one thing, they made it possible for 
a Muslim educated middle class to 
emerge, the very same class which now 
provides the ideological and intellectual 
backing of the movement for indepen¬ 
dence. Mir Qasim’s memoirs, published 
recently in Urdu and English translation 
(My Life and Times, New Delhi, 1993) 
should be essential reading for all Kashmir 
watchers. 

Among other paixrs 1 find several 
that are sensible and reliable, such as 
A G Noorani’s even-handed apportion¬ 
ment of blame among the parties, or 
Omar Khalidi’s frank discussion of 
Muslim politics. I agree with him when 
he writes, "the Kashmir dispute, along 
with the perennial Hindu-Musiim con¬ 
flict. is threatening the gains that the 


Muslim community in India made in the 
I970i and 1980!” and “a decrease in inter- 
communal violence and greater security 
for the Indian Muslims coupled with 
state-sponsored improvement of Muslim 
educational and economic conditions are 
likely to strengthen India’s claim on 
Kashmir" (p 283). 

A comment on ‘Kashmiryat’. The word 
is a relatively recent-usage, but the idea 
goes back to the 1930s. It found expres¬ 
sion in those early days in the explicitly 
political notion of Hindu-Muslim-Sikh 
unity (iiihad), which was regarded as the 
cornerstone of Sheikh Abdullah’s move¬ 
ment against the Maharaja’s rule. He 
received support from the Hindus of 
Jammu, as well as from some politically 
conscious Buddhists in Ladakh, but it was 
basically a movement of Kashmiri- 
speaking people. In some discussions of 
the idea in the present book, it is presented 
almost as an aspect of Muslim ethnicity. 
Sheikh Abdullah himself noted in his 
autobiography, Atish-i-Chinar, that 
Kashmir without Kashmiri ftindits was 
Inconceivable, their very small numbers 
notwithstanding. The exodus of Kashmir 
Pandits from the valley in 1990 (more out 
of the panic generate by Muslim fun¬ 
damentalists proclaiming from mosques 
that Kashmir would be brought under 
Islamic rule, and that those who would 
not fall in line would have to leave, than 
as a result of actual cases of arson or 
murder) must be seen in this context. 
Speaking as an anthropologist who has 
studied Hindu-Muslim interaction at the 
grassroots level, I would contend that 
traditional Ka.shmiri Muslim culture itself 
will lose much of its Kashmiryat if the 
Pandits became permanent exiles. Riyaz 
Punjabi's article is a plea for such a com¬ 
posite Kashmiryat. The contribution of 
K L Kaul and M K Teng on the plight of 
the Pandits could have been much better 
written and more balanced. While the 
Pandits, the so-called ‘Azad Kashmir’ 
Muslims (Leo Rose) and the Jammu Hin¬ 
dus (Reeta Tremblay) each find a place in 
the book, the Ladakhi Buddhists do not. 
and this is a pity. 

There-are some strange statements and 
errors in the book. For example: (1). 
Mushahid Hussain would have us believe, 
oh the authority of a Kashmiri ‘scholar’, 
that, after 1848, ‘‘no Kashmiri. Muslim 
was—allowed to keep or use even a 
knife. A licence was required to saCTifice 
a chicken” (p 34S). Hussain obviously has 
not heard of the fabulous Kashmiri 
mutton-based cuisine; which needs knives 
of various kinds; even the poor in the 
villages did not eat their onions, radishes 
and turnips whole! Vet Hussain’s scholar 
attributes the passivity and meeknesf of 


Kashmiri Muslims to this ban. This is ab¬ 
surd. (2) Raju Thomas is in error when 
he writes that "Hindu nationalists ate 
demanding a non-secular Hindu state in 
India to be renamed Hindutva” (p 16). 
Hindutva is. as is well known, the 
ideology of Hindu cultural nationalism. 

(3) Similarly, Sumit Ganguly is quite 
wrong uthen he writes of “a sacred Muslim 
relic, the Hazratbal, a hair of the Prophet 
Mohammed” (p 354). Hazratbal, for 
heaven’s sake; is the place where the deeply 
venerated strand of the Prophet’s hair is 
enshrined and Sheikh Abdullah is buried. 

(4) Contrary to what is asserted in this 
book, India went to the UN, not under 
the provisions of the Charter dealing with 
aggression (as it might have), but under 
(hose dealing with disputes between suies. 
It was V K Krishna Menon who, much 
later, emphasised that Pakistan had com¬ 
mitted ^a^ression' and called for its ‘vaca¬ 
tion’. While 1 am on this point about the 
international dimensions of the Ka.shmir 
problem, I may mention that one of the 
interesting papers in the book is by 
Musupha Kamal Pasha, who rightly 
draws attention to the significance of an 
internationally resurgent Islam for the 
present situation in Kashmir. I agree with 
him that Kashmir can no longer be seen 
as the ‘unfinished business’ of the 
Partition. 

The efforts of the editor and his col¬ 
laborators arc welcome. The good papers 
outweigh the weaker ones. In fact, some 
of the partisan pieces are useful for they 
illuminate the nature of the passions that 
make the Kashmir problem such a burn¬ 
ing issue 
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Democracy and Judicial Review 

SPSathe 

Judicial and Coaslilutional Democracy in India by T R Andhyarujina, 
N M IVipathi. 1992; Rs 63. 


LEGITIMACY of judicial review in 
democratic polity has always been 
debated. Judicial review means power of 
tire courts to decide the legality of the 
actions of the other organs of govern¬ 
ment. In England, where parliament is 
supreme, the courts have to be content 
with judiciid review of the executive ac¬ 
tion whereas in the US and in India, where 
there are written constitutions, the courts 
have to underuke scrutiny of the legi¬ 
slative actioiu also. Judicial review is 
doubtless a counter-majoritaiian device. 
It is justified on the ground that the courts 
exeicising such power are enforcing the 
will of the permanent majority as against 
the temporary majority in the legislature. 
The permanent majority is supposed to 
have made the constitution, in fact, such 
counter-majoritarianism is implicit in a 
written constitution and more so if it con¬ 
tains guarantees of certain fundamental 
rights. Freedom of speech and expression 
is essentially a right to dissent and is an 
anti-majoritarian right. Therefore justice 
Jackson of the US Supreme Court had 
remarked that such rights do not depend 
upon any vote.' 

Andhyarujina in this lucid monograph 
observes that the Indian Supreme Coun 
has transcended the legitimate bounds of 
such counter-majoritarianism and has 
usurped power which ought to vest in the 
sovereign legislature. He has in mind the 
decision of the supreme court in Keshava- 
nand Bharat i case^ where the court has 
held that the power of cbnstitutional 
amendment given to parliament by Article 
368 of the constitution could not extend 
to the desti action of its basic structure! 
Since what was the basic structure was not 
mentioned in the constitution, it became 
an inarticulate premise of the apex court. 
This decision, according to the author, 
vests in the court a power which is totally 
“inconsistent with constitutional 
democracy” (p 10). 

Although doctrinaliy it is difficult to 
defend the above decision, and such power 
of judicial review of constitutional 
amendment tends to make the court a 
super legislature; that decidon came to ac¬ 
quire social legitimacy due to the peculiar 
Indian political scenario.* Did that deci¬ 
sion not help the court to intervene mean¬ 
ingfully against desecration of the con¬ 
stitution that the thirty-ninth constitu- 
tioiuU amendment sought to do? In Indira 
Gandhi’s case,* four out of the five 
judges who held the thirty-ninth amend¬ 


ment as being repugnant to the basic 
structure of the constitution were those 
who had voted against that doctrine in 
Keshas«nand Bharati. Was it a mere sub¬ 
mission to the precedent or a genuine 
change of constitutional philosophy? In 
fact, the basic structure doctrine ne^s to 
be used with greatest restraint. The lesser 
the court uses it, greater will be its poten¬ 
tial for deterring intemperate use of the 
amending power by parliament. The court 
under the present circumstances must 
possess such power because such power 
in the court could intimidate those who 
would otherwise be inclined to mutilate 
the constitution. Would the basic struc¬ 
ture doctrine not dissuade those who 
would otherwise convert the seculiar con¬ 
stitution into a majorilarian constitution? 
In fact, with the growth of human rights 
consciousness, the counter-majorilarian 
device of judicial review is becoming more 
acceptable, which is evident from the fact 
that ewn England, the land of parliamen¬ 
tary supremacy, has accepted the jurisdic¬ 
tion of the European Court of Huntan 
Rights. When democracy becomes mature 
and the threat of such destruction of the 
constitution recedes, the basic structure 
doctrine will wither away through disuse. 

Andhyarujina has pointed out various 
examples of judicial iiidiscretion. True, the 
court could have been restrained from 
going into matters such as admis.sions to 
postgraduate courses in medicine Further, 
the author gives us various instances of 
judicial populism. To say that every ar¬ 
bitrary act is per se violative of the right 
to equality has doubtless robbed that right 
of its doctrinal sophistication. One may 
be equally arbitrary to all in which case. 


can it be said that such an action is against 
equality? There are various provisions in 
the law against arbitrariness. An admini¬ 
strative action can be challenged if it 
violates rules of natural justice or if it is 
mala fide. By extending the right to 
equality to cover the cases of arbitrariness, 
the court has blurred the doctrinal distinc¬ 
tions which were necessary for clarity. 

The author describes how the court has 
facilitated access through public interest 
litigations. The author, however, rightly 
cautions that this scarce resource of 
judicial activism must be expended most 
economically. Judicial intervention must 
be confined to problems with which the 
courts can deal competently. The expan¬ 
sive meaning given to Article 21 of the 
constitulion.for example, has imposed 
onerous tasks on the court. If right to life 
includes the right to live with dignity, the 
court has to take up cudgels on behalf of 
all those who are suffering from poverty, 
exploitation, etc. If the right to Iiv6 with 
dignity includes the right to education, 
and at least the right to primary educa¬ 
tion, docs ihe court have the resources to 
enforce such a right? Nowhere has judicial 
power been u.sed for bringing about such 
phenomenal changes in the political 
economy. Here, if the coun promises more 
than il can deliver, it .sacrifices its own 
legitimacy. Neither the court nor the state 
should appear to Ihe people to be 
populist. The book, beyond doubt, pro¬ 
vokes the readers to think more aniculate- 
ly about the limits and nature of judicial 
review. This is a welcome addition to the 
scarce literature on the subject. 

1 tVni Virftmw Slate Board of tducalion v 
Barnelle, 319 US 624, 63K. 

2 AIR 1973 SC 1461. 

3 Sal he. S P, ConMiluiionot Amendment 
1950-1988: Imw and l\ililiii, Tripalhi, 1989. 

4 Indira Gandhi v Ra/ Naram, AIR 1975 SC 
2299. 
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Fund-Bank Policies of Stabilisation and 
Structural Adjustment 

A Global and Historical Perspective 

T Krishna Kumar 

The IMF and the World Bank have developed a policy framework for dealing with the balance of payments 
problems of developing countries which is supposed to be based on their extensive and varied experience in len¬ 
ding to countries that have faced severe payments crises^ This policy framework is being used extensively and 
indiscriminately by these multilateral agencies for setting instruments of conditionality for lending. 

As this problem is seriously affecting the lives of a very large number of the poor in the developing countries, 
the subject should no longer be confined to the economic and bureaucratic corridors, but should be taken to 
the proverbial common man in the street. The first step in this direction is to distil the economic literature, relate 
it to the global socio-economic and political environment and open up a dialogue among social scientists, politi¬ 
cians and bureaucrats of all nations. This article is an attempt in that direction. 


It is important to pause and reflect; to 
make an inventory of what we know, of 
what we think we know, and of what we 
do not know! This type of analysis, 
although humbling, should be of great 
help for policy evaluation and design. 

—Sebastian Edwards 
April 22. 1988 

I 

Inlrodurtion 

A MAJOR global economic problem that 
has raised its ugly head in recent years is 
the balance of payments problem con¬ 
fronting a large number of developing 
countries. A vast literature has come out 
recently, and a lot of research is currently 
being undertaken on this topic The IMF 
and the World Bank have developed a 
policy framework which is supposed and 
believed to be based on their extensive and 
va. led experience in lending to countries 
that f'act^ severe balance of payments 
crises. Although in the initial years these 
institutions seem to have based their 
policies on radimentary macro-economic 
principles, in recent years they have been 
claiming a semblance of analytic and 
theoretical credibility for their policy 
framework. This policy framework is now 
known as the Fund-Bank policy of 
stabilisation and structural adjustment, 
and it is occupying a prominent place in 
the lexicon of economic science. More im¬ 
portantly, this policy framework is being 
used extensively and itidiscriminately by 
these multilateral agencies for setting in¬ 
struments of conditionality for lending. 
It is therefore necessary to examine the 
underlying issues very critically and with 
care and concern. 

As this problem is seriously affecting 
the lives of a very large number of the 
poor in the developing countries the sub¬ 
ject should no longer be confined to the 


economic and bureaucratic corridors and 
it should be taken to the proverbial com¬ 
mon man on the street. The first step in 
this regard seems to be to distil the 
economic literature, relate it to the global 
socio-economic and political environ¬ 
ment, andppen up a dialogue and debate 
among social scientists, politicians, and 
bureaucrats of all nations, the north and 
the south, the rich and the poor. This ar¬ 
ticle is a modest attempt in this direction. 

Originally I had examined the issues of 
balance of payments crises, stabilisation 
and structural adjustment policies from 
the perspective of a theoretical and em¬ 
pirical economist and soon realised the 
limitations of such a narrow perspective 
in examining such global issues. These 
issues require a much broader global and 
historical perspective. I must admit that 
most of the arguments presented here are 
not original; they have been made by 
others earlier. I am only putting them 
together to present a holistic picture, as 
I see it, of the currently prevailing global 
socio-economic and political environ¬ 
ment. Some of the points made here 
might seem quite elementary to some 
readers, but I am afraid it is the over'ook- 
ing of such .seemingly simple and elemen¬ 
tary points that is often likely to result in 
mi.ssing the woods for the trees, 

11 

Basic Kconomic Prinriplctt 4>n 
Balance of Payments Imbalances 

Since this paper is addressed to a 
general reader it is perhaps helpful to pre¬ 
sent basic economic principles necessary 
to explain issues related to balance of 
payments imbalances and policies aimed 
at reducing such imbalances. The first 
point to note is that money is a medium 
of exchange and that the world has almost 


as many moneys as there are countries 
since there is no universal global currency 
and each country has its own currency. As 
countries are engaged in multi-lateral 
trade each country has demand for each 
of several other countries' currencies in 
order to meet its foreign payment obliga¬ 
tions. Hence the demand abroad for a 
country's currency is mostly a derived de- 
mand.-derived from the current payment 
obligations of other countries which im¬ 
port -goods and services from the 
country.' 

let us assume for .simplicity and 
convenience that there arc only two 
countries—country N and country S 
which arc engaged in trade and that all 
other countries arc not engaged in iradc.- 
Assume that under a given exchange rate 
between the currencies country N exports 
more goods and .services in value terms to 
country S than it imports from country 
S. Assume that country N’s currency is 
dollars and that of country S is rupees. 
There is a trade surplus for country N and 
a trade deficit for country S. These cur¬ 
rent account trade imbalances of countries 
N and S are to be met by capi'al account 
transfers in terms of a net increa.se in 
foreign assets held by country N in coun¬ 
try S, or a net decline in foreign assets held 
by country S in country N. If country S 
has no assets (oi inadequate assets to 
covet the deficit) in country N this 
amounts to country S negotiating a loan 
(or debt) from country N in dollars. This 
is a pure book-keeping adjustment to 
balance the extcnial accounts of countries 
N and S. But in the long rnn country S 
has to increase its exports to country N 
and reduce its imports from country N in 
order to service the debt in dollars. Short- 
run imbalances must be balanced in the 
long run. 

There arc several different ways in 
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. which the tnde imbalance and balance of 
payments deTiciu and surpiiuea can be 
reduced in the long run. VMe can categorise 
all such strategics into two broad 
categories and label them as ‘dcncit- 
icducing stmicgies’ and ‘surplus-reducing 
strategies*.’ First, a devaluation of coun¬ 
try S’s currency,^rupec, vis-a-vis country 
N’s currency, dollar, will make imports 
from country N dearer m country S and 
it will also make country S’s exports 
cheaper in country N. This will result in 
a reduction in trade deficit of country S 
and a reduction of trade-surplus of coun¬ 
try N. it can also generate additional trade 
surplus to country S to service its debt. 
Second, a substitution of foreign assets 
for domestic assets by the residents or 
dtizens of cotintry S, citizens of country 
S working in country N, and repatriation 
of the factor incomes so earn^ to their 
country can reduce the current account 
deficit and the balance of payment deficii. 
Third, country S can sell assets it holds 
in country N, if any, and use the dollar 
proceeds of such a sale to meet the cur¬ 
rent account deficit. Fourth, country S 
can make some structural adjustments in 
its economy and shift its resources from 
production of domestic goods to produc¬ 
tion of goods that can be exported to 
country N. This will increase country S’s 
exports to country N and reduce the cur¬ 
rent account trade deficit. Fifth, country 
S can make some other structural ad¬ 
justments in its economy to improve the 
overall efficiency of resource use, and in 
particular the efficiency in producing 
goods that are exportable to country N. 
This will increase country S’s exports and 
reduce its deficits. Sixth, country S can 
follow a strategy of import substitution 
whereby it can produce domestically what 
it used to import and thus reduce imports 
and the trade deficit. All the above 
strategies fall under the category of 
deficit-reducing strategics and these re¬ 
quire adjustments to be-made by the trade 
deficit country. 

In addition to the above set of strategies 
we can Consider the following surplus- 
reducing strategics. First, country N can 
impose restrictions on its exports to coun¬ 
try S and remove restrictions, if there arc 
any, on its imports from country S. 
Second, country N can shift its produc¬ 
tion orientation from goods exportable to 
country S to goods that are in demand 
domestically. Third, country N can revalue 
its currency so as to make dollar cheaper 
relative to the rupee. This can lead to a 
reduction in country N’s trade surplus. 
Fourth, country N can buy assets in coun¬ 
try S and thereby reduce its balance of 
payments surplus. Finally, country N can 
cut exports to country S and write off 
country S’s dollar debt to country N. It 
will be argued later in this paper that the 
relative political and economic powers of 
the two countries and lack of adequate 
concern in country N for the people and 


the problems of country S make country 
N not to follow the surplus-reduction 
policies cited here 

The actual magnitude of impact of 
each one of the policies for controlling 
balance of payments deficits and sur¬ 
pluses listed above depends on how the 
two countries function. The impact of the 
devaluation of country S’s curreiKy on the 
reduction of its trade deficit depends on 
how sensitive the imports and exports are 
to changes in the exchange rate Mobility 
of capital and labour from one country 
to another depends on the behaviour of 
owners of capital and of workers on the 
one hand and the restrictions imposed on 
such mobility by the two countries on the 
other. Repatriation of factor incomes 
depends on the behaviour of these income 
earners and on the restrictions the 
two countries impose, if any, on such 
repatriation. 

A shift in the production orientation in 
country S from non-tradable domestic 
goods to exportable goods involves major 
adjustment costs. This kind of a shift 
might force country S to depend on im¬ 
porting essential consumer goods and 
thus make it vulnerable to external shocks. 
Such a shift in production orientation 
might lead to unemployment, under¬ 
utilisation of capacity, extra cost of 
retraining of workers, additional costs of 
new investments, etc. Similarly, a shift in 
production orientation in country N from 
exportable goods to goods demanded 
domestically might in addition require 
country N to alter its political strategies 
that vrere hitherto export-oriented, let us 
say oriented towards export of defence 
equipment. 

The efficacy of these alternate policies 
for controlling the balance of payments 
deficits and surpluses depends on the 
exchange rate regimes the countries face. 
One can identify three major and distinct 
exchange rate regimes: (i) gold standard, 
(ii) fixed exchange rate, and (iii) flexible 
exchange rate Gold standard exchange 
rate regime was under operation until the 
creation of the International Monetary 
Fund. The fixed exchange rate regime or 
the Bretton Woods convention was in 
operation from the date the IMF was 
established until 1973 when the fixed 
exchange rates were abandoned in 
preference to flexible exchange rates. 
Under th" gold standard the exchange rate 
b-'ween any two currencies is determin¬ 
ed by the price of gold in the two coun¬ 
tries. Under the fixed exchange rate regime 
the exchange rate is pegged at a fixed level 
cf-tn a sufficiently long period. Under the 
flexible exchange rate regime there can be 
frequent changes in the official exchange 
rate. Some countries, such as India, 
employ a managed floating rate which 
moves in accordance with tr^e-weighted 
average of exchange rates of major 
currencies. 

Foreign trade and foreign exchange 


markets respond to the real exchange rate 
which is the official exchange rate of 
country S (rupees per dollar) multiplied 
by the ratio of price level in country S to 
the price level in country N. The greater 
the price level in country S relative to the 
price level in country N, the greater is the 
real exchange rate of country S (in rupees 
per dollar). It is therefore clear that the 
trade balance or current account deficit 
depends on the relative price levels, and 
these depend on the monetary and fiscal 
policies adopted in the two countries. To 
be more precise; if the change in price level 
in country S is more than the change in 
prira level in country N, the rupee 
becomes cheaper than the dollar. This will 
help reduce the trade balance. Conversely, 
domestic policies that reduce the domestic 
price level in country S have a tendency 
to increase the balance of payment 
deficit.^ 

Repatriation of factor incomes from 
country N to country S depends on the 
differentials in real rates of return. This 
differential in real rates of return depends 
on the differentials in the real rates of in¬ 
terest and the real exchange rate. Thus the 
differentials in nominal rates of interest, 
differentials in price changes, and the real 
exchange rate are the factors that deter¬ 
mine the decision by country S citizens to 
repatriate factor incomes. Similarly the 
decisions by citizens of country S to own 
capital assets in country N (capital flight) 
depend on the differentials in the real rates 
of return as described above. The actual 
extent of repatriation of factor incomes 
and capital flight also depends o:. the 
restrictions the two countries impose on 
such repatriation and capital mobility. 

We can derive many more useful and 
interesting implications of the policies 
aimed at reducing the balance of pay¬ 
ments imbalances if we make some fur¬ 
ther as.sumptions. Let us assume that 
country S has abundant labour and scarce 
capital, while country N has scarce labour 
and abundant capital. Let us also assume 
that country S exports consumer goods 
and industrial raw material to country N 
and in return it imports capital goods 
from country N. Let us also assume that 
the terms of trade are such that they are 
more favourable to country N. Finally let 
us assume that country N employs labour- 
saving and capital-using and non- 
rertewable energy-using technologies, 
while country S employs capital-.>aviiig 
and labour-using and renewable energy- 
using technologies.’ 

From these assumptions it follows that 
the real rale of return to capital in coun¬ 
try N can be lower than in country S if 
there is very little difference in the 
technical efficiency between the countries, 
as country N has more capital and there 
can be diminishing returns to capital. But 
the real rate of return to capital in coun¬ 
try N can be more than in country S if 
there is a significant difference in pnxluc- 
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livity of caphal uoder the two diffeicnt 
ledinolocici adopted by the two oouiitiks 
Md if the decline in maiiiiial p^uctivity 
of capital in codniry N due to inctcate in 
capital ii much smaller compared to the 
diffcicaoei in capital productivities under 
the two technologies. While calculating 
the diflierenoes in ntes of return to capital 
in the aiguments just advanced it is 
picNimed that nominal rates of return in 
the two countries are converted toacom- 
mon currency, say the dollar. It is also 
likely that these differences in rates of 
return can become smaller or larger due 
toa change in the exchange rale between 
the two currencies. In particular if the 
terms of trade are more favourable to 
capital goods and less favourable to con* 
sumer goods, then the rate of return to 
capital will be more in country N than in 
country S; all other things remaining the 
same. Thus, the real rate of return to 
capital in country N can be more or less 
than in country S. This depends very 
much on the technology gap, terms of 
trader and tte relative factor scarcities.- 

Using similar arguments one can say 
that tlw wages are higher in country N 
than in country S as labour is more scarce 
in country N, and also as labour produc¬ 
tivity can be higher in country N than in 
country S due to a belter technology in 
country N. These considerations lead us 
to conclude that citizens of country S wish 
to own assets in country N and some of 
the skilled workers of country S migrate 
to country N. 

As there is no common world curren¬ 
cy <md as the factors of productioi^ 
capital and labour, and technology can¬ 
not move between countries with ease, or 
as they can adjust only with some time¬ 
ly there are considerable transaction 
costs for (he types of transactions describ¬ 
ed above: Hence there is always bound to 
be a disequilibrium in trade between the 
two countries. Country N will have some 
.trade or current account surplus in its 
balance of payments, while country S will 
have a deficit. A reduction of its exports 
to country S or an increase of its imports 
from country S will create unemployment 
in country N. Cotintry N will not there¬ 
fore attempt to reduce its trade-surplus. 
It expects country S to adopt policies to 
reduce its trade or current account deficit 
in balance of payments. The basic ques¬ 
tions that arise then are: What should be 
a threshold on the balance of payments 
deficit of country S beyond which coun¬ 
try $ should be alarmed? and what shoulo 
be the maximum possible balance of 
payments surplus that country N can 
maintain? It may also be noted that this 
maximum possible balance of payments 
surplus of country N can bestow on it a 
political leverage on country S. This is 
possible through its ownership of capital 
in country S or ownership of claims bn 
coumry S, these claims arising from a debt 
that country S has to negotiate in order 


to balance the accounts. If country N 
wishes to maintain the maximum possi¬ 
ble trade surplus, then it must maintain 
a technology gap, attempt to make the 
terms of trade favourable to it, and en- 
eburage only a limited and selMive im¬ 
migration of skilled workers from coun¬ 
try S.* Having covered the basic 
economic principles that are necessary to 
understand the current global economic 
crisis let me now return to a brief sketch 
of economic history that has brought the 
world to this current crisis. 

Golden Em of World Development 

When one ukes a historical perspective, 
the first question that arises is: *how far 
back into history should one go?’ Some 
of the recent events such as—the present 
balance of payments problems facing the 
developing countries, the recessionary 
trends in the developed countries, the 
black Monday of October 1987, the 
present-day tendency to break away from 
global multilateral trade and to form 
regional trading areas such as the Euro¬ 
pean Community, North-Atlantic Free 
Trade Area (NAFTA), and the recent 
exchange rate volatility in Europe, etc, 
have a strong resemblance to the events 
preceding the world depression of 
1929-30. It is therefore ^rhaps desirable 
to go back up to that period so that we 
cover events of an entire long Kondratief 
cycle.’ 

Keynes interpreted that the world 
depression resulted from the failure of the 
financial markets. The central bank of any 
country has a definite regulatory and 
facilitative role to play, and together with 
the banking system and other non¬ 
banking financial institutions it con¬ 
stitutes the moneury system of that coun¬ 
try. Keynes rdilised that the then prevail¬ 
ing institutional mechanisms were unable 
to shield the central banks and financial 
markets from external shocks. He had a 
vision to extend the concept of a moneury 
system of a country to a monetary system 
for a comity of nations. He pursued this 
notion to its logical end through the Bret- 
ton Woods convention and played a 
crucial role in the esublishmeni of the two 
international financial institutions—the 
International Monetary Fund and the In¬ 
ternational Bank for fleconstructioi! and 
Development (the World Bank).* Prior to 
the establishment of these institutions 
private financial flows Wlween nations 
were inadequate and such fkiws were often 
governed by Criteria such as low risk and 
.fast recovery. Schemes for reconstruction 
of war-ravaged economies and for the 
stabilisation of large'balance of payments 
imbalances could not get funds from 
private sources. Keynes argued vehemently 
for official financial flows between na¬ 
tions through the IBRD and the IMF as 


a substitute fbr the privuie financial flows 
that were not forthcpiiiing. 

Post-war industrid reconstruction in 
Japan and Europe was fadlitatetTby these 
institutions. The post-ww industrial boom 
of the industrial countries during the.SOi 
and the 60s generated monetary surpiuscs 
in those i^ntries which could not be ab¬ 
sorbed by their domestic investments. At 
the same time the developing countries did 
not have adequate savings to finande their 
growth-oriented investment schemes. This 
was reflected in very low interest rates 
prevailing in the industrial countries and 
hid) rates of interest in the develoinng 
countries. The developing countries were 
able to-secure soft loaiu at concessional 
interest rat« charged by commercial 
lenders abrowl for investmenu in develop¬ 
ing countries. These so-called conces¬ 
sional interest rates were higher than what 
would have been the interest rates in the 
donor countries if these surplus funds 
were to seek investment <^>portunitics 
within these countries. Thus, the SOs and 
the 60s witnessed an important period for 
these international organisations in pro¬ 
moting international trade and interna¬ 
tional capital movements. 

There are two majm- misconceptions 
among many people and they muA be 
dispelled outright in order to have a cor¬ 
rect perspective on these two financial ih- 
stitutions. First, it is quite often asserted 
that these institutions, the IMF and the 
World Bank, were set up Iqr the industrial¬ 
ly developed nations with an altruistic 
spirit to help the poor nations. It is a sim¬ 
ple and fundamental principle of ex¬ 
change that exchange between two parties 
takes place only if both parties benefit 
from such an exchange As the aiguments 
presented above clearly demonstrate in¬ 
dustrially developed countries reap enor¬ 
mous benefits by transferring their surplus 
funds, as credits or loans, to the develop¬ 
ing countries.* As mentioned earlier the 
primary purpose for which these institu¬ 
tions were established was to shield the 
developed countries from financial 
disasters, such as the ^at 'depression, 
through state intervention. 

The second m^r misconception is that 
these institutions are helping ihc develop¬ 
ing countries enabling them to procure 
the much needed capital goods imports 
from the developed countries. Although 
this is partly true, certain important points 
must brought out into the open. Con¬ 
ventional economic wisdom suggests that 
the technological innovation in industrial¬ 
ly advanced countries with more capital 
and less labour is directed towaids labour- 
saving and capital-using inventions. As 
these countries either have abundant 
energy resources or the price of energy is 
relatively low the direction of inventions 
will also be towards greater energy inten¬ 
sity. Technological inventions become 
viable commercially only if they either 
create new and/or larger markets or 
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tficreaK iiw productive efficiency of scarce 
^ors of production. A capital- and 
energy-rich country measures such com- 
ir^r^ viability in terms of increasing the 
proditetive efficiency of its scarce labour 
without much concern for saving energy 
w^ilc a labour surplus and capital- and 
egergy-poor country must measure the 
commercial viability in terms of increas¬ 
ing productive efficiency of its relatively 
scarce capital and energy resources. Thus, 
there is a conflict in the criteria for the 
choice of technology in the two types of 
countries, it is therefore not necessary that 
whatever technology the developed coun¬ 
tries ate exporting to the developing coun¬ 
tries are b«t suited to the interests of the 
latter. 

The energy intensity of some of the iiii- 
' ported technologies is partly responsible 
for increase in oil import bills of develop¬ 
ing countries making them extremeTy 
vulnerable to oil shocks, in view of high 
cost of R and D and the prevailing patent 
laws there is a tendency for industrially 
advanced countries to transfer only ob¬ 
solete technologies to the developing 
countries. By not transferring the latest 
technologies the industrially advanced 
countries maintain a comparative advan¬ 
tage in capital goods production. The 
Dunkel proposal on intellectual property 
rights can only attenuate this problem. 
This makes it difficult for the developing 
countries to increase their exports of 
goods that have belter terms of trade. 
Despite these basic problems it must be 
recognised that the SOs and the 60s record¬ 
ed a phenomenal growth both among the 
developed and the developing countries. 
One may therefore regard this period as 
golden era of World Development. 

IV 

Emergence of Gloiial Eeonoiiiir* 
OrisiK 

The tense political situation in the Mid¬ 
dle East between the Arab nations and 
Israel, the latter receiving massive political 
and economic support from the US. 
necessitated the Arab countries, winch 
own a large pan of oil resources, to form 
a cartel of Oil Producing and Exporting 
Countries (OPEC). This cartel increased 
the world price of crude oil and petroleum 
products in 1973. The same year marked 
the turning point in the world monetary 
system, when the Bretton Woods conven¬ 
tion ^as bid good-bye and the multilateral 
fixed exchange rates were replaced by flex¬ 
ible exchange rate^ An advei.se change in 
the exchange rate coupled with an increase 
in the prices of oil and pelroleum products 
had put an enormous buidcn on the 
developing countries and created the first 
major problem of balance of payments in 
1973-74. As is evident this problem of 
balance of payments was caused by two 
factors that arc totally exogenous to the 
developing countries—a change in the 


world monetary system and an increase 
in oil price. 

By the mid*70s three significant 
developments took place in the global 
scene First, the real returns to investments 
in some developing countries dwindled to 
dangerously low levels mainly due to high 
cost of energy and partly due to excessive 
defence and welfare expenditures. Second, 
some of the developing countries, such as 
the newly industrialising countries (NIC) 
recorded high rates of real returns to in¬ 
vestments. Third, the oil importing in¬ 
dustrial countries experienced adverse im¬ 
pacts of the first oil cri.sis through a pro¬ 
longed rcce.s.sion which reduced their pool 
of Icndable financial resources. This 
reduction in Icndable resources increased 
the rate of interest in the international 
capital markei.s. The developing countries 
found that the cost of borrowing from 
abroad was very high. But having been ad¬ 
dicted to borrowing Irom abroad, and 
Being dependent on oil imports, they had 
no other alternative than to borrow from 
abroad at very high interest rates. Since 
the exchange rales were then Hoating, 
holding on to a few hard currencies, there 
was an effective devaluation of the 
domestic currencies of the developing 
countries. This had further increased the 
debt burden. This increase in debt burden 
and the associated burden of dcbi- 
scrviciiig would have been sustainable pro¬ 
vided these developing countries could 
generate sufficient export earnings. 

While these countries were making 
sincere efforts to improve their export per¬ 
formance there wa.s an increasing tension 
between Iran and Iraq, this tension being 
ignited and fanned by some of the in- 
duvirially advanced developed countries, 
riiis charged atmosphere in the Middle 
East precipitated another oil price hike in 
I9'r9. .Although this second hike in oil 
price was much less than the earliei hike 
of 197.1 its impact on debt and debt ser¬ 
vice of oil-importing devel»>ping countries 
was quite severe as the amount of oil hill 
and the debt were then quite siihstanlial 
eoinparcd to the situation (hat prevailed 
during the first oil shock. 

The real acute balance of payment pro¬ 
blem arose in i9K2. As a result of the 
three-year lecession in the industrialised 
developed coiiniries the already heavily 
indebted Soiirh American countries could 
not generate enough export revenues to 
service their debts. In the suninicr of 1982 
Mexico announced that it cottid no longer 
voluntarily set vice its debt. This an¬ 
nouncement prompted some other large 
and small couiiirics to follow suit creating 
a major global debt crisis. While the 
financial world wa.s familiar with the pro¬ 
blems of private loan defaults, the issue 
of ‘nation-state.s* dcfaiiliing on their 
external debt payment obligations was an 
entirely new- phenomenon. Since this loan 
default was not limited just to ong coun¬ 
try or just a lew countries this situation 


in fact was equivalent to the failure of the 
international monetary system to either 
assess the default risks or to 'protect the 
developing countries from such risks. By 
this time the World Bank and its sut^ 
sidiary International Oeveloproeni 
Association (IDA) started raising 
resources by borrowing from financial 
markets. Thus, this default risk has far- 
reaching impact on the international 
financial markets. One might say that this 
period—the first half of the decade of the 
SOs—marks the beginning of the doom of 
the international monetary system. 


Other Side of Structural Reforma 

Industrially advanced countries were 
finding that due to patent violations and 
easy access to technological advances 
economic return.s to industrial and 
technological development were ap¬ 
proaching a plateau. This had been nar¬ 
rowing (he competitive advantage (hey 
were enjoying all along. The increase in 
labour productivity was also reaching a 
peak so that leisure time mass consump¬ 
tion in their own domestic economies 
could not be pushed any further—lime 
has become the most limiting factor on 
which they had no control! There had 
been limits to growth set L>y limits to 
domestic demand. I'hc only way they 
could combat their recessionary problem 
was either to increa.se production for pro¬ 
grammes such as the star wars or exports 
to the developing countries. Their 
ideological anchoring to 'Reaganomics’ 
and ‘Thatcherism’ precluded a truly 
Keynesian solution of creating effective 
demand through welfare programmes for 
(heir domestic population. 

I’crhaps these were the rva.sons for the 
emergence of star wars programme and 
the development of stabilisation and 
structural adjustment programmes for the 
developing countries.'" The US with a 
tacit following of the other OECD coun¬ 
tries and from the unsuspecting develop¬ 
ing countries pushed for the so-called pro¬ 
gramme of stabilisation and structural ad¬ 
justment. The salient reaturcs of the 
stabilisation and structural adjustment 
policies are: liberalisation of imports, 
devaluation (under the pretext of making 
it more realistic and close to (he market 
rale and to make exports more com¬ 
petitive), reduction in fiscal deficit, 
removal of price controls and subsidies, 
introduction of financial reforms, decon¬ 
trol of industry, privatLsation, structural 
changes in the economy aimed at export- 
led growth, etc." 

The pronounced objective of these 
reforms is to promote export-led growth 
in developing countries through market- 
efficiency so that the external debt can be 
serviced. The hidden objective seems to 
be to open up export markets in the debt- 
ridden developing countries for the pro- 
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ducts of the industrially developed 
economies. Even a well-intentioned 
strategy can be mis-inierpreted. There is 
a need therefore to provide some evidence 
in support of the so-called hidden objec¬ 
tive. ITie pressures exerted by the US and 
the OECD countries on the IMF to con¬ 
clude agreements with debtor countries is 
elaborated by David Finch.'- In par¬ 
ticular he cites that the US government 
announced that the IMF had reached an 
agreement with Argentina while the 
IMF was still having negotiations with 
Argentina, undermining the role of the 
IMF. Another example is a conflict bet¬ 
ween a statement issued by the govern¬ 
ment of India, that import liberalisation 
would be selective and exclude items in a 
negative list which include luxury con¬ 
sumer items, and another by Joshua 
Bolten, a US official of the Office of the 
US Trade Representative before a Senate 
Sub-Committee, that India liberalised im¬ 
ports of movies fiom the US and that 
India constitutes the world's largest 
market for English movies. 

What is the justification lor the struc¬ 
tural reforms—as propoiiiidcd by the IME 
and the W'orld Bank?" The I.MF and the 
W'orld Bank take the balance of payment 
problem as the problem ol the debtor 
countries. Ihc basic symptoms of this 
problem are large fiscal deficit, uiisus- 
lainable balance of payments deficit, and 
inflation. These institutions do realise that 
the.se symptoms may arise from uncon¬ 
trolled public expenditure aimed at 
various welfare programmes and from 
large external shocks to real interest rates, 
exchange rate, demand lor their exports, 
scarcity of foreign credit, .iiid prices of im¬ 
ported goods such as crude oil and 
petroleum products. Out of these, the first 
factor arises from two decades ol basic- 
needs programmes that the World Bank 
itself helped push in these countries. All 
•be other factors arc external to Ihc deb¬ 
tor countries. It is not at ail clear how, 
all of a sudden, the World Bank de- 
emphasises altogether the basic-needs type 
of government spending it was supporting 
earlier. It is also not clear why factors that 
arc external to Ihc debioi countries, fac^ 
tors that are global and are of a signifi¬ 
cant nature, arc altogether ignored and in 
stead attention is diverted to coricctiiig 
domestic policies, not of one or a few but 
of a large number of debtor countries. 

\l 

Flronomir Bn.sis for Fuml-ilaiik 

In this section a very brief and critical 
review will be made of the economic basis, 
or lack of it, for ihc Fund-Bank policies 
of .stabilisation and structural adjusi- 
n-icnts. In this section a slight departure 
will be made from the original aim of ad¬ 
dressing the paper to a general reader. This 


section is addressed mainly to economists. 
But in order to maintain continuity and 
to enable non-cconomi.sis to read it with 
little discomfort some technical aspects 
are shifted to footnotes. Most of the 
references cited in this section are by 
economists for economists and hence a 
general reader not interested in them may 
not bother to refer to them. A non- 
economist may even read Section II and 
skip this section, if he or she so desires, 
without any loss of continuity. 

The IMF and the World Bank base 
their policy prescriptions on several years 
of their experience in lending for stabilisa¬ 
tion and growth. What is this experience? 
It was shown by a series of studies that 
the experience w iih structural adjusiincni 
in the Latin .American countries was 
dismal. It was also noted that the pertor- 
mance of the NIC's in reducing the trade 
balance and servicing ihe debt was much 
hotter and that it must be emulated by 
other developing eoiiiiiries. if one 
examines the methodologies adopted foi 
reaching these conclusions they fall under 
four categories; (i) casual empiricism, 
undet which one examines Ihc macio 
economic characteristics of countries 
and look at trends and correlations, 
(ii) abstraction of the macro-economic 
system by a structural mathematical 
model with no sialisttcal verification or 
validation of the iiiudel. (iii) country- 
spccific econoiiiciric or computable general 
equilibrium models, and (iv) stati.stical 
models that relate macro-economic ag¬ 
gregates with |)uhcy instruments, c.sti- 
mated using the data drawn from a cioss- 
section of developing countries. W hile the 
liitiiialions of the first two mcthcKlologies 
are w-eil known and need not be elaborated 
here the models used in the third approach 
were often models built for some oilici 
purpose such as exami.ning the growth and 
income distribution aspects of ceiiain 
riiucio econoinis policies and ihcv were 
not specificallv aimed at examining the 
balance of payinciits deficit and debt sci- 
Vicing. It sounds iionical that in older lo 
study balance ol payments deficit which 
is a di.scquilibiium phenomenon in ihc 
toieign trade sector one uses a general 
equilibrium model. The loniih approach 
has neither theoretical backing nor 
siruclut.il siabilitv, us the data refer lo dit- 
ferent couiiirics ihat diller widelv in 
I heir economic dynamics, and inili.il 
conditions." 

(iood and more uuthcniic sitidics on 
the structural adjusiiticnt expeiiencc are 
beginning to appear only recently. I hese 
studies clearly state that the aiialvlic 
ipproaches used by the IMI and the 
W'orld Bank have ccitaiii major draw 
backs: drawbacks such a.s using iiiscnsiiivc 
instruments, using iiistrumcnis thai work 
against each oilier, impruiKM sequencing 
of programmes, and lack of crcdibilitv ol 
the pohey-makers.'' 

I u>cd some of I he basic economic pirn- 


ciples outlined in Section II above and 
argued elsewhere that the massive devalua¬ 
tion of nearly ItJ per cent that India went 
through in July 1991 was not justined.'^ 
I aigued lhat exchange rate devaluation 
is an inappropriate instrument and I 
suspected that Ihe extent of devaluation 
was excessive. Subsequently I developed 
an aggregate open macro-economic mtidel 
for India suited to examine macro- 
economic stabilisation policies that are 
aimed at controlling inflation and balance 
of payments deficit My model simula¬ 
tions supported my earlier views.'* This 
point is also noted ^ Aghevli and Moniiel 
(1991). They state “The conclusion would 
sc-em to be that the nominal exchange rale 
should retain a role as nominal anchor— 
that i.v, some burden of adjustment to an 
equilibrium exchange ra.ic must be borne 
by the domestic price level. This conclu¬ 
sion is strengthened when credibility issues 
arc taken into account. Unless the private 
sector becomes convinced that the govern¬ 
ment has incentives to resist repealed 
devaluations, an undesirably high level of 
domestic inflation may well emerge. A 
number of developing countries, par- 
liculaiiy in l atin America, seem to have 
recently been caught in a siciijus cycle of 
this kind. . . In view of the above con- 
siderativins, a relevant question is whether 
the recent iiuisiiii of c.xchange rale flex¬ 
ibility in developing countries has gone 
loo fai.” 

Anolhet point lhat I made in my earlier 
paper is legaiding the dangers involved in 
siimilianeous adoplioii ol various slruc- 
iuial reform measures. This jioinl is also 
supported by other studies .such as 
McKinnon (197.J, 1982), Sachs (1987, 
1988) and Edwards (IWI). McKinnon 
argued that one should first correct cur¬ 
rent account dclicit or trade balance, then 
one should aiienipi to remove controls 
ami distortions in the industry, and after 
these two adjusimenis arc allowed lo lake 
place, ami only ilicri, should one allow 
cajiiial nillows. Sachs ob.served that Japan 
introduced siruciural leforms only after 
stabilising Ihe economy. Based on this, 
and other experiences and analytic 
uiguiiicirls, he said that one of the most 
important considerations ovrriookcd hap- 
|K*ns to be one instrument working against 
another, (-.dwards says that an important 
limitation ol most ol ihc empirical studies 
was lhai they had nul taken into account 
esplieitly the sequencing ol instruments 
such as real exchange, trade reforms, 
and siruciural adiiisimenis in the 
inacroeconoiny. 

tropic's ex|x‘ctatiuiis on changes in Ihc 
puce level (inflation) and changes in real 
c.xehange rate have an elieci on the actual 
or realised inllatioii and the actual or 
rcalisc^d real exchange rate. Policy-makers’ 
credibility has a bearing on people's 
ex|>eclulioiis. I hc-sc issues make policy 
imidelliiig qiiiic cumbcisomc. Most ol the 
empiiical quantitative models do not take 
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theiie theoretical aspects into account. 
The) miv not therefore serve well to assess 
the macro-economic responses to major 
policy reforms.'* 

We have briefly reviewed the so-called 
scientific basis of the Fund-Bank policies 
and arrived at the conclusion that there 
is no definitive theoretical or analytical 
iMsis for the Fund-Bank policies. To the 
contrary some of the recently emerging 
literature suggests that the analytic and 
theoretical basis has formidable gaps that 
are yet to be filled before such a basis can 
be accepted. 

It is the main argument of this paper 
that'the economic basis is only a part of 
a whole set of issues that enter into macro- 
economic policy-making particularly with 
regard to Fund-Bank stabilisation and 
structural adjustment policies. What ac¬ 
tually takes place whm the two multi¬ 
lateral agencies come together with a 
developing country to design the stabilisa¬ 
tion ai^ structural adjustment policies for 
the latter is that the two sides adapt the 
economic theory-based policies taking 
into account the historical, social, and the 
political characteristics. The historical and 
global aspeas have already been high¬ 
lighted. So let me now turn to the political 
economy aspeas of designing the Fund- 
Bank policies of stabilisation and struc¬ 
tural adjustments. 

VII 

Political Economy of Fund-Bank 
Policies 

The first point to be noted is that the 
IMF, and the Wbrld Bank, or the Inter- 
natkmahBank for Reconstruction and 
Development, were not established keep¬ 
ing financing of development of the 
dmioping countries in mind. The first 
draft of the proposal to establish an inter¬ 
allied stabilisation fund and bank states 
as its objeaives. 

(1) lb provide the means, the instrument, 
and the procedure to stabilise foreign 
exchange rates and strengthen the 
monetary systems of all the Allied 
countries. 

(2) To establish an agency with means and 
powers adequate to provide the capital 
necessary: 

(a) to aid in the economic reconstruction 
of the Allied countries; 

(b) to facilitate a rapid and smooth tran¬ 
sition from war-time economy to a 
peace-time economy in the Allied 
countries; 

(c) to supply short-term capital necessary 
to increase the volume of foreign 
trade—Where such capital is not available 
at reasonable rates from private 
sources!”* 

This draft was prepared by Harry Dexter 
White on December 14, 1941 at the 
suggestion of Henry Morgenihau ir, 
Secraary of the US IVeasury. That this 


happened just a week after Japan l^bed 
Pearl Harbour and just three days aftdr 
Germany and Italy declared war on the 
United States clearly indicates that 
this was a war-time scheme aimed 
at helping the Allied countries with 
mutually beneficial trade. In this con¬ 
text it is important to note that an 
amendment made by the representative 
from India at Bretton Woods convention 
to introduce in Article I (ii) a specific 
focus on underdevelop^ countries 
was objected by South Africa and the 
United Kingdom antbit was finally voted 
down * 

As pointed out in Section II, transac¬ 
tions, such as foreign loans, will not take 
place unless both parties are expeaed to 
benefit from them. It is therefore being 
hypocritical to assert that such loans are 
mainly intended to help the countries with 
balance of payments deficits, it is also 
equally sanaimonious to say that the 
IMPS policies are solely dictated by either 
the government of the United States or by 
the multinational or transnational cor¬ 
porations and that they are not beneficial 
to the debtor countries. The truth seems 
to lie in baween, but possibly closer to 
the latter position than to the former. In 
order to see this one has to examine how 
the IMF is oiganised and how the IMF’s 
decisions are made. Some persons think 
that all the conditionalities imposed by the 
IMF are in the interests of the borrowing 
countries and that they are aimed at im¬ 
proving their repaying capacity and that 
they are not intended to profit some 
powerful and economically prosperous 
countries such as the United States of 
America, or the United Kingdom. A 
careful examination of political economy 
of the IMF decisions docs not confirm 
such a position. 

The IMF is governed by a Board of 
Governors and Executive Directors. 
Article Xil of Articles of Agreement of 
the IMF lays down the procedures in this 
regard. Under Section 2 (b) of Article XII 
the Board of Governors may delegate to 
the Executive Directors many powers 
except a few mentioned in that section. 
The Board of Governors, through their 
bye-Jaws, did delegate the maximum 
powers to the Executive Directors.^' 
According to Section 3 of the .same Ar¬ 
ticles there will be at lea.sl twelve Executive 
Directors, five of whom shall be ap- 
poii-.ed by five members having the 
largest quotas, another two shall be 
elected by the American Republics (Latin 
.\nierican countries), and another five 
snail be elected by other non-American 
Republic members who cannot appoint 
the Executive Directors. Joseph Gold 
shows that based on position as of April 
30, 1971 the percentage of voles in the 
hands of Executive Diicaors belonging to 
the EEC was 22.80 while the percentage 
of votes in the hands of the Executive 
Directors of Group of Ten (represented by 


Canada, Jipan, Sweden, UK, and USA) 
was 66.14." Ibgaher Ihese developed 
countries or North countries had a voting 
power of 88.94 per cent among the 
Executive Diieaors of the IMF. 

It is true that there are rafely any 
arguments or quarrels among the 
Executive Direaors of the IMF and very 
rarely are they called upon to cast their 
votes. As the Executive Direaors have an 
appointment for a fixed tenure and work 
tocher in continuous sessions they 
develop an automatic bureaucratic work 
culture in which a junior, the one with less 
votes, respects the senior, the one with 
more votes. The one with the less votes 
is there only to give his considered views 
knowing fully well how his views may be 
received by the others. The decision¬ 
making in the IMF therefore depends 
substantially on what factors daermine 
the behviour of those Executive Direaors 
who conrrol ‘the sense of the meeting' 
This term, ‘sense of the meaing’ is defin¬ 
ed by Gold as that position which is sup¬ 
ported by the Executive Directors having 
sufficient voles to carry the position if a 
vote were taken. The objective of an in¬ 
significant Executive Diieaor seems to be 
that when his country's issues come before 
the Executive Direaors he be there at least 
to present his and his country’s views. 

The Executive Directors, whaher ap¬ 
pointed or elected by the members, are 
drawn from their respective governments. 
They do therefore have an obligation to 
represent their government’s views. Of 
particular interest to us are the provisions 
of the US Bmion Woods Agreement Act 
of 1945 which authorised the US accep¬ 
tance of the Articles of Agreement of the 
IMF. As per this Act the Executive Direc¬ 
tors and the Alternates for the US should 
be appointed by the president “by and 
with the advice and consent of the 
Senate”. This Act also set up a National 
Advisory Council on International 
Monetary and Financial Problems. The 
members of this council were to be the 
Secretary of the Treasury, the Secretary of 
State, the Secretary of Commerce, the 
Chairman of the Board of Governors of 
the Federal Reserve System, and the 
Chairman of the Board of Trustees of the 
Export-Import Bank of Washington. This 
council wa.s entrusted the responsibility of 
recommending to the president general 
policy guidelines to be followed by the 
United States on the Fund and the Bank. 
This council was also expected to transmit 
semi-annual reports on the participation 
of the United States in the Fund, and also 
special reports every two years which must 
include ‘iqi overall appraisal of the extent 
to which the operations and policies of the 
Fund and the Bank have served, the in¬ 
terests of the United States and the 
world in promoting sound international 
economic co-operation and furthering 
world security’’-* (italics by the author 
for emphasis). 
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The virtual and actual degree of con- 
' trol of the legislative and executive bran¬ 
ches of the United States on the decisions 
of the IMF are now self-evident in view 
of the points brought out above. This 
situation must be contrasted with the 
influence a country such as India has in 
negotiating a loan with the IMF. From the 
voting power of the Executive Directors 
describe above it is quite evident that as 
a member of the IMF India has very lit¬ 
tle ‘power’ with regard to crucial decisions 
the IMF makes that will have a bearing 
on the interests of India, particularly 
regarding the IMF loan it is contracting 
and the conditionalities that are attached 
to the loan. . 

In contrast to the US legislative control 
over the US representative on IMF Indian 
legislature has no control over the deal¬ 
ings of the Indian government with the 
IMF. It looks as though the Indian 
government can negotiate a 9 billion 
dollar IMF loan without ever taking the 
issue to its parliament. There is also no 
transparency in what is being negotiated. 
It is ironic that under Article VIII Section 
5 of Articles of Agreement of the IMF 
India is bound to furnish whatever infor¬ 
mation the IMF wants about the Indian 
economy but the people of India and the 
members of parliament are not so 
privileged even to know how the Indian 
government plans to utilise the funds and 
how it plans to service the debt. Under 
what constitutional provision can an 
elected government mortgage its country’s 
resources for drawing a loan whose utilisa- 
' tion is not a matter of discu»ion in the 
parliament? 

Having covered the global perspective, 
historical developments, and the political 
economy let me present a system’s ap¬ 
proach for solving the balance of 
payments problems of the developing 
countries. 

VllI 

A Global IVrK|H.‘ctivi‘ on Balance 
of Payments Problem 

An impression is being created that free 
trade and free-play of market forces are 
better suited fur ail countries and at all 
times. The failure of the Eastern block of 
countries is attributed to the failure of 
centralised planning. The balance of 
payments problems of the developing 
countries are attributed to c.xccssivc role 
of the state, to the restrictions placed on 
market forces, and to the import restric¬ 
tions. A /arsscz-yhire prescription is being 
offered wholesale. The developing coun¬ 
tries are asked to give up planning 
altogether and they are asked to restrict 
the role of the state. All this is happening 
under (he guise of stabilisation policies 
and structural adjustment policies of the 
IMF and the World Bank. 

If one understands the political 


economy of the working of the Fund (and 
the Bank) as described in the previous sec¬ 
tion the above prescriptions are not sur¬ 
prising. These prescriptions are given as 
in.s(ruments of conditionalities for the 
developing countries. As far as their own 
economies are concerned some of the 
countries in the North arc engaged in for¬ 
ming trading blocks, such as the European 
Community under (he Maastricht Treaty 
or North Atlantic Free Trade Area 
(NAFTA), etc They are also keen to im¬ 
pose intellectual property rights on the 
countries in the South and are, quite un¬ 
willing to reduce trade barriers for the 
South countries’ expo^s to the North. As 
pointed out earlier the balance of 
payments problems of the developing 
countries seem to bfe caused by factors 
that are mainly external to those countries 
and that the collapse of the eastern Block 
of countries is due to their failure in com¬ 
peting with the US in the arms race, and 
sacrificing their domestic welfare so as to 
participate in a loosing arms-racc 
From these observations it is quite clear 
that what we witness in the world today 
is a game being played with each country 
having its own pay-off and different coun¬ 
tries competing with eath other, each 
trying to maximise its own pay-off. 
In a multi-country game of this sort 
the ultimate solution depends on the 
possibilities of forming and breaking 
coalitions. The traditional multi-agent 
game theory assumes that there are no 
costs associated with forming and break¬ 
ing coalitions. But in reality there are such 
costs. Hence we see that poor countries 
do not form coalitions that can heS|i their 
common interests. They often compete 
among themselves through competitive 
devaluation, thereby further increasing the 
pay-offs to the richer countries. In such 
a game situation it becomes clear that one 
must make a distinction between short- 
run pay-offs and the long-run pay-offs, it 
is quite intuitively clear that under such 
a global system with a decentralised 
system of functioning and interlinkages 
tetween subsystems (countries) the long- 
run survival and growth of the global 
system depends on the long-run survival 
and growth of each country.-'* 

it is quite likely that some countries 
may have myopic views and have in their 
goals only narrowly defined items such as 
short-run welfare of their own people with 
lack of concern for the people ol other 
countries or for the preservation of the 
quality of the world’s environment and its 
.scarce resources. Such myopic objectives 
give rise to persistence of imbalances and 
depletion of the world’s resources. It is 
therefore necessary that each country in 
this global system consider within its goals 
the world’s environment and its resources 
and the welfare of the people of all na¬ 
tions or that of the entire mankind. 

The world has now become a unipolar 
world. Ir faces the dangers posed by 


environmental decay, mass hunger, 
economic catastrophe of poor as well as 
rich nations, and international terrorism 
that can employ chemical, biological and 
nuclear weapons. It is therefore necessary 
that all countries agree upon including in 
their national goals some world public 
goods such as protection of environment, 
reducing and eradicating international ter¬ 
rorism, controlling drug traffic and drug 
use, controlling the spread of dreadful 
diseases such as AIDS, avoiding wars and 
conflicts between nations, and the general 
welfare of (he mankind. Now that the 
world has only one superpower, the 
United States, (he future of the mankind 
and that of the world seems to depend on 
the kind of leadership the United States 
will provide. 

What we need is a new international 
economic order. The starting point of a 
new international order seems to be the 
implementation of Brandi Commission’s 
recommendations.-’ I quote from Brandt 
Commission’s report; 

Most people know that the existing 
system of international institutions was 
established at the end of the second world 
war... and that the South—mostly as 
late-comers on the international scene- 
faces numerous disadvantages which need 
fundamental correction. Hence the de¬ 
mand for a new international economic 
order (p II). 

The international debate on develop¬ 
ment ... deals not with ‘assistance’ and 
'aid* but with new structures. What is now 
on the agenda is a re-arrangement of in¬ 
ternational n;laiion.s the building of a new 
order and a new kind of comprehensive 
approach to the problem of development 
<P 18). 

the Brandt Commission had also sug¬ 
gested a programme with four equally im¬ 
portant components. These are: 

(1) A large-scale transfer of resources to 
developing countries. 

(2) An international energy strategy. 

(3) A global food security programme. 

(4) Major reforms in the international 
economic system. 

IX 

What Ni.-t'dH lb he Done? 

The previous section gave a global 
perspective. Using (he systems approach 
one can regard the world as a living system 
consisting of competing goal-oriented 
subsystems (countries). Such a system can 
become a healthy-growing living system 
only if the goals oFthe coastituent systems 
arc reformulated so as to emphasise the 
common concerns and common goals and 
to reduce the conflicts and tensions bet¬ 
ween nations. Then the various nations 
should play a co-operative game to 
ma.\imi.sc their individual payoffs which 
must now include national as well as 
global objectives. What we need is actually 
a programme of managemeiq for world 
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devtlopiiient. The principles of totai 
quality management that are successful¬ 
ly employed ^ corporations need to be 
applM to the problem of world develop¬ 
ment. This calls for the following 
programme: 

(1) Changing the attitudes and values of 
countries and their people so as to 
change the individual goals of the 
countries to give greater concern to 
global issues and to reduce emphasis 
on individual country's gains at other 
country's expense—i e, to reduce con- 
fUcti ^ tensions. 

(2) Develop an information system to 
scan the natural, socio-economic and 
poOtkal environment and to under- 
Mand the linkages—social, economic, 
cultural and political—b^ween na¬ 
tions so that the countries can direct 
their polides towards world develop¬ 
ment more effectively. 

(3) Dismantle institutional barriers and 
develop new institutional framework 
that is needed to pursue the goal of 
world development in a changing en¬ 
vironment (i e, organisational design 
and organisational development for 
world development). 

(4) Develop a participative style so that 
there is a total involvement of all 
nations in building a better world for 
us and for the future generations. 

One of the main reasons why the 
United Nations, the IMF, and the World 
Bank could not reduce conflicts, bring 
about peace and generate equitable world 
development is that these international 
organisations were not designed proper¬ 
ly to five them a democratic stiucture. 
What is needed is a new international 
order in the form of a new international 
government where each nation has elec¬ 
toral votes proportional to its population. 
A constituent world assembly, so con¬ 
stituted with democratic representation, 
must develop a world constitution that 
must be ratified by a majority of the 
nations This world government must uke 
the responsibility of managing the world 
developnient through a participative and 
co-operative method of taking decisions 
and resolving conflicts. This is perhaps 
what Keynes had in mind when he wrote 
his first draft of an international Clear¬ 
ing Union in April 1943. it was Keynes' 
idM to apply the Keynesian approach of 
natkmal economic stabilisation to the 
global scene. 

The above type of programme if it 
existed would not have generated the 
current global problem of balance of 
payments crises faced by the developing 
countries. This can be seen quite easily 
As pimted out earlier it is the Middle East 
conflict that caused the two oil shocks, 
and it is these oil shocks and the failure 
of the international monetary system and 
the United Nations to shield or save the 
developing countries that caused the 
Mlance o*' [layments crises. If there were 


a suitable system of democratic world 
government for worM economic manage¬ 
ment with a world budget, world system 
of taxes, a bank of the world that can 
enhance and reduce credit as needed, and 
a World Planning Commission, then such 
an organisation could have prevented the 
Middle East conflict, or prevented the oil 
price hike, or creat^ a fund from the 
world general revenues to give financial 
relief to the developing countries. 

One must give up false hopes that free 
market forces solve all the problems. In 
fact they create more problems than they 
solve. There is a general all-pervasive feel¬ 
ing today that planning must be abandon¬ 
ed at all levels. To the contrary I believe 
what is needed is more planning than less 
planning. There is a need for a re¬ 
orientation in planning. As nations 
develop and become more and more open 
there should be more and more decen¬ 
tralised planning or less of centralised 
planning at the national level. Planning 
at the national level must be co-ordinated 
at the global level. But most importantly, 
there is a dire need for planning at the 
global level, to lead the world from chaos 
to order, and from destruction to develop¬ 
ment. And such a global planning effort 
must be democratic and participative. 

Thus here is a challenge for president 
Bill Clinton to have the proper vision and 
fulfil the role of a world leader and build 
a truly democratic system of world 
government. Hm is a challenge for all the 
nations in the world, big or small, rich or 
poor, to think of their common welfare 
and the welfare of the mankind and to 
develop a system of total quality rhanage- 
ment (TQM) for world development. 
Mahalanobis took the tools of operations 
research and statistics to national plan¬ 
ning. We should, during this birth 
centenary of Mahalanobis, see if the tools 
of operations research and management 
such as total quality management 
can be applied to planning for world 
development. 


Notes 

1 A country's currency is also demanded by 
buyers in a foreign exchange market for 
speculative purposes as the free market rates 
of exchanges between currencies might vary 
from time to time. 

2 The choice of the names N and S is 
deliberate. Country N represents the coun¬ 
tries of the north and country S represents 
:he countries of the south, 

3 Strictly speaking, in a two<ountry bilaieial 
trade .situation being discussed hem deficit- 
reducing strategies automatically reduce the 
trade-surplus. Still we wish to make this 
distinction as the burden of adjustment is 
borne by country S in defidt-ieducing 
strategics, while it has to be borne by coun¬ 
try N in surplus-reducing strategies. 

4 These simple conclusions follow as a result 
of another assumption that there is only a 


spot marlm for foreign cuitency and that 
such a market is not afAcMd by qtanla- 
lion on changes in real exchange rales. The 
emphasis here is on the dependence of trade 
and real exchange rate on the doroesiic 
policies being followed in the two couniriet. 
Such a dependence exists even if one 
assumes the existence of speculation in 
foreign exchange rales and future markets. 

5 As mentioned in footnote 2 countries Hand 
S represent respectively the developed and 
the developing countries. Hence the 
assumptions made here about these two 
countries represent the general charac¬ 
teristics of the developed and developing 
countries. 

6 The United States of America which had 
maintained huge trade-surplus prior to and 
soon after the second world war is now hav¬ 
ing a huge trade dcTicit. This is mdniy 
because it lost the technological- and 
managerial advantage and this advantage 
is now enjoyed by Japan. 

7 It is interesting to note that the Russian 
economist Kondratief who advocated the 
concept of long cycles with a period of 
60-7S years was sent to Siberia. This is 
because his concept implied a reciAery from 
depression experienced by the capitalist 
countries and it also implied a counter 
revolution and the end of communism after 
60 to 73 years. The recent events and the 
collapse of USSR must have given peace to 
his soul. 

8 Harry Dexter White, assistant secretary of 
US Tteasury, is an equally or even a more 
important person responsible for shaping 
these two multi-lateral agencies. See J Keith 
HorseHeld (1969). 

9 It may, however, be noted that at the time 
of Bretton Woods convention India had a 
trade surplus and enjoyed huge sterling 
balances enabling it to appoint an Executive 
Diiector to the IMF. This surplus was partly 
due to the war. During the war England 
diverted its resources to war production 
instead of production of goods exported to 
India. 

10 When finalising this manuscript I came 
across an ankle by Andre' Gunder Frank 
(1992) in whkh he lakes a similar World 
View and aplains the circumstances that 
led,to the collapse of the USSR. According 
to him it is star wars that was responsible 
for the coUapse of USSR and eastern 
Europe 

11 One of the mqjorarchiiects of the structural 
reforms is the US-based economist Anne 
Krueger. A succinct treatment of her pro¬ 
posals is contained in her paper (Krueger 
1989] presented before the Carnegie- 
Rochesier Conference on Public Policy in 
April 1988. 

12 See Finch (1988). 

13 I must make tome points quite cxplidl. 1 
do not question the wcli-meaaing advice 
given by sincere and oompeient economisu 
and economk advisors. The policy recom- 
mendationt depend on the objectives, 
assumptions, a^ on^s perception of the 
working of the system. DMTerent policy 
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adviion may come up whh diftacm advkcs 
as a result of differences in these three 
dements. Many economists have assumed 
that balance of payments crisis is a problem 
mainly of the tteTicit countries. I question 
that assumption. I wish to question also the 
intentions of the IMF and the World Bank 
in prescribing the structural reforms and 
their sequendng. I also wish to question the 
wisdom of some representative officials of 
the debtor countries in negotiating the in¬ 
struments of cortditionalities for securing 
loans from the IMF and the World Bank. 
They seem to be easily convinced of the 
oihCT side^ arguments and do not articulate 
carefully and effectively their own 
arguments that are best for the developing 
countries. 

14 The reader may wish to consult the follow¬ 
ing references regarding the lending 
experience. Cooper (1991), World Bank 
(1988, 1990), Corb« Fisher and Wrbb 
(1992). Khan; Montid and Haque (1990), 
IMF (1987), Haque et al (1^). Deepak Lat 
(1991). Cooper’s study falls under the first 
category. Khan et al study belongs to the 
second category. Haque et al model is 
typical of models in Aic third category, and 
finally Deepak Lai's study fits into the last 
category. 

15 On some of these recent evaluations of 
structural adiustment experience one may 
refer to Claassen (1991), Cttkierman and 
Liviatan (1992) and Edwards (1989, 1991). 

I« See Kumar (1992). 

17 The results of my quantiutive economic 
policy modd will be reported in a forth¬ 
coming paper. 

18 Bsr rdaied iitenture on credibility of the 
poUcy-maker and people's cxpecutions 
oneoiay refer to Anderson (1988) and 
Cukierman and Lidatan (1992). 

19 Horsendd (1969). 

20 Horsefidd (1969: 93-94). This draft was 
modified drasticaUy before new Articles of 
Ameemem were prepared at Breiton Woods. 
But the size of quotas finally agreed upon 
do reflect the buk spirit of the proposal 
prepared by White as such quotas favoured 
mostly developed countries. 

21 Cold (1972: 10). 

22 Cold (1972: 68). The Croup of Ikn is a 
special coalition that has influenced the 
Funds programmes, and it had caused a 
great concern to the memben outside this 
group. See Cold (1972: 93-95). 

23 HorsefleM (1969; II4-IS). 

24 Forthistypeofaganirtheoictkinterpreia- 
tion fdr the working of the global system 
and for the richness of the game theoietk 
fnmework for designing a new inter¬ 
national economic order one may see 
Streeten (1982). For a similar treatmem 
to understand the political economy of 
international monetary interdepend e nce 
OIK may see Block (1977) and Hamada 
(1985). 

25 WUly Brandt (1980). 
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Town Planning, Public Healm anq 

Urban Poor 

Some Explorations from Delhi 

Ritu Priya 

This article examines the impact of the planning process, and ideas of modem town planning on the living 
environment of the urban poor. Delhi, a city whose planned development has been a major concern of the political 
leadership and the civic authorities, where planned development has ostensibly been, aimed at ensuring public 
health provides an excellent case study. 


THIS study is one part of a longer 
monograph seeking to explore the ex¬ 
perience of health care delivery to the 
urban poor through planned development 
by the state This study deals with how the 
physical living environment of the urban 
|>oor has been sought to be made ’healthy* 
by planned intervention of the state Other 
sectidhs of the monograph deal with the 
mute ‘medical’ aspects. 

In India, the social welfare model of the 
Indian Constitution makes both the remo¬ 
val of disparities and health care of the 
population responsibilities of the state. 
The slate is meant to intervene purposively 
in the delivery of health care to all citizens. 
It is believed that the state, through ra¬ 
tional planning of health care, based on 
present dominant scientific knowledge 
and mexiern technology will be able to im¬ 
prove the health status of the population 
as a whole and narrow the differential in 
health across socio-economic sections. 

On the other hand, there is sufficient 
evidence to show that in countries such 
as India, state policies and programmes 
have benefited the higher socio-economic 
sections much more than the lower ones. 

One way of understanding state inter¬ 
ventions vis-a-vis the poor is to underline 
the class basis of the present, state 
machinery, label the state as another tool 
of the upper classes to keep the lower 
classes in their place, and thereby to 
assume that all stale interventions will 
automatically be non-beneficial if not 
outright anti-poor. This approach appears 
loo absolute and therefore a partial truth. 
Successive democratically elKted govern¬ 
ments cannot afford to show no concrete 
result at all to large sections of the elec¬ 
torate. This absolute statement also allows 
the other parts of the initial proposition, 
the positive role of science and techno¬ 
logy, to- go unquestioned. 

A healthy urban environment has been 
sought to be provided by the science of 
modern town planning. In this study we 
would like to examine specifically how it 
has solved or aggrevated the problem of 
an unhealthy living environment for the 
city's poor. Granting our formal scienti- 
fic/technological institutions and plan¬ 
ning process the best of intentions, one 
would like to explore their impact in this 
area of planned development. Delhi, a city 
whose planned development has been a 


major concern of the political leadership 
and the civic authorities provides an ex¬ 
cellent case study. For here, planned 
development has ostensibly been aimed at 
ensuring public health, often with special 
reference to the urban poor. 

Probi em or Swelling Numbers 

When examining problems of civic ser¬ 
vices to the urban poor, one trend is to 
emphasise the basic problem of their 
rapidly increasing numbers, about half the 
increase being attributed to natural growth 
and the other half to in-migration pre¬ 
dominantly of the rural poor. The solu¬ 
tions to such urban problems are then 
sought in strategies to decrease or disperse 
this migration either through ‘regional 
development planning’ to disperse the 
rural migrants over many small urban cen¬ 
tres or through ‘rural development’ which 
is expected to decrease out migration from 
rural areas. 

In this study we recognise the relation¬ 
ship between rural and urban areas as a 
vital pan of the overall context of the 
urban poor. Howc'-'c. it is felt that their 
rapidly expanding numbers oiily com¬ 
pound the problems, they do not create 
it. On the other hand the current nature 
of urban development (and now regional 
development) is contributing to further 
rural-urban migration by destroying 
neighbouring and distant rural ecologies 
and economies. In terms of solutions, 
even if the presently proposed strategies 
are successful in decreasing migration 
(which is doubtful given put records and 
the nature of development suggested), it 
is only a partial answer. The urban p^r 
will still remain and suitable approaches 
will be needed to ensure a healthy living 
environment for them. 

I 

llity for Citix«!gi8 or Poor Citiaena 
for City 

One can trace three distinct phases of 
town planning in Delhi in its modern 
form, I e, since 1912 when the imperial 
capital of British India was shifted from 
Calcutta to Delhi—first the building of 
New Delhi by a team of British town- 
planners and architects led by Lutyens 
(I9I2-I93S); then the setting up of the 
Delhi Improvement Trust and the efforts 


at renovation of Old Delhi (1936-1950) 
and then in the post-independence period, 
the setting up of the Delhi Development 
Authority and its combined task of 
developing new areas and improving old 
ones 1950 onwards.* 

An attempt^ has been made to under¬ 
stand in each phase: (i) the overall context 
and purpose of town planning: (ii) the 
place of the poor in it; (iii) the place of 
public health in it; (iv) the method of im¬ 
plementation of plans and its impUcatfons 
in terms of the relationship between the 
poor citizens and the state; (v) the non¬ 
dominant/discarded models of town |rian- 
ning and their conception for provision 
of basic services in the urban setting. 

Before Modern Town Pi.anninc 
Becan-Shahjahanabad 

The year 1912 saw the shifting of the 
capital of imperial British India from 
Calcutta to Delhi. At that point of time 
Delhi consisted of the walled city of Shah- 
jahanabad, its extensions, i c; Subzi Mandi, 
Paharganj and Sadar Bazar, and the Civil 
Lines. Shahjahanabad was laid by Shah- 
jahan in 1638. He built the Red Fort, 
almost a complete township around the 
court and the. royal residence. Close to it 
was built the place of worship, the Jama 
Masjid. While the royal family and those 
connected with the court lived in the fort, 
the larger population lived outside it. The 
wall around the city outside the Red Fort 
was completed in Aurangzeb’s lime. This 
along with the main avenue and canal 
through Chandni Chowk as well as a few 
gardens were all that were provided for by 
the imperial builders. The rest of the city 
grew 

...according to the needs and aspirations 
of the people? “The rich merchants and 
generals lived along the river and their 
large ‘villas’ were near the Red Fort. The 
comparatively underprivileged were push¬ 
ed towards the fringes of the town. In fact, 
the distance from the Red Fort was a 
measure of the position which the resideni 
occupied in the power structure of the 
Moghul court. All the buildings were not 
‘pucca’. Even in Chandni Chowk or 
Chowk Saadulah where the affluent resid¬ 
ed, most of the builditigs were of cliv and 
straw. Suburbs of the poor, near the wall 
or even outside; were not very different 
from the squatter of ’jhuggitdustea of 
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today. They woe oocuioiially menanced 
by diteasc and Are. Neverlhdcts, Shah- 
jahambad was a compact and cohesive 
city. Life for the poor was hard, but tlwre 
were no social cleavages of the present 
times, no lonely crowds, no lack of 
warmth (I). 

Gradually some Britishers settled within 
the walled city. But after the Mutiny of 
18S7, in the atmosphere of distrust and 
revenge between the British and the 
‘natives*, they built the Civil Lines safely 
distanced from Shahjahanabad by large 
sanitising parks. The Delhi Municipal 
Committee was subsequently constituted 
by the British in the early 1860s. It largely 
ensured sanitation, water supply etc, for 
the Civil Lines, and to some extent to the 
walled city as well. 

However, little was done towards the 
systematic extension of the city for the 
‘natives’. Increasing population of the 
walled city spilled over outside to fill 
Phhatganj and other suburbs. In 1881 and 
again in I90S voices were raised calling 
attention to the need for orderly and 
systematic extension of the city but little 
was actually done. 

In 1912 the government decided to build 
a new capital city at Delhi separate from 
the existing city of Delhi. The Delhi Ibwn 
Planning Committee consisted of the 
architect Edwin L Lutyens, captain 
G S Swinton (chairman of the London 
County Council, an eloquent champion 
of city improvement) and John A Brodie 
(city engineer of Liverpool who had 
recently gained notice for the scheme for 
a parkway around that city). 

The new city was planned as a garden 
city (as was fashionable in European town 
planning then) with conscious symbolisa- 
lion of British imperial power in India. 
‘ The theme of colonial rule was evident; 
the Vice-Regal. House and Secretarial 
blocks commanded, like an autocrat with 
his two fists, the view of India Gate, sym¬ 
bolising lndia."[2] The existing city was to 
be taken note of only in order to provide 
for a distinct physical separation of 
the imperial capital from it. Lutyens' 
plan did ibis admirably by placing vast 
‘maidans* between the two Delhis, the 
laainections with the past being limited 
to ‘views’ of (he Purana Qila, Jama 
Masjid and Safdarjung’s tomb from 
New Delhi. 

Residential areas laid out by Lutyens 
consisted of those on either side of the 
Central Vista (from the Viceregal Lodge 
to the India Gate) which were devoted to 
the dwellings of major officials and ‘rajas’, 
further away from it to the north were to 
be the residences of lesser officials and 
‘rais’es and thus further and further away 
until the lowest ranks, the clerks, were 
provided for. Thus the lowest socio¬ 
economic category whose housing Lutyens 


planned for were the clerks in government 
services. 

The founding of New Delhi had 
resulted in a rapid increase in the popula¬ 
tion of Old Delhi (an estimated 28 per 
cent addition to the erstwhile population 
of Old Delhi occurred in the short span 
between 1916 and I9tt). The already 
crowded city became even more con¬ 
gested. Nothing was done either for reliv¬ 
ing the previous congestion or for housing 
the new entrants. Those evicted from areas 
acquired for building New Delhi and the 
skilled and unskilled workers brought in 
for construction of New Delhi were not 
provided for in any manner. 

Lutyens’ plan dwelt on Old Delhi very 
marginally. It included a scheme for 
reconstruction of Paharganj (perhaps 
because it was the area of Old Delhi imp¬ 
inging upon New Delhi). It also stipulate 
acquisition of some lands for expansion 
of Old Delhi to the west and for the 
Civil Lines to the north-east. The on¬ 
ly otho- plan for Old Delhi was a 
suggestion to cut a few roads across 
Shahjahanabad for ‘opening out’ of the 
population. 

The scheme for restructuring of 
Paharganj was later abandoned by 
Lutyens himself due to resource con¬ 
straints. Lands meant for expansion of 
Old Delhi were acquired by the ad¬ 
ministration but were later ‘somehow’ 
taken over to serve New Delhi. For 
instance, about 1931 a major change was 
made in the north-ea.stern quadrant, the 
present area of Timarpur—“It is not cer¬ 
tain why a change was made but in 1933 
the expansion area was diverted to fill the 
need for housing foi non-gazeited of¬ 
ficers, precluding its intended use.“|2| 

Thus there was increasing congestion 
with little done towards the expansion of 
the old city. There was an addition of 
more and more oi the poor population to 
(he residents of the area while the most 
affluent moved to newer areas as they were 
developed. The old ‘luMeiis’, *J(atras’« and 
‘motaallas’ soon became overcrowded with 
new structures being added on to existing 
buildings in any sweant space available; 
(hey spilled onto the outside on public 
roads and lands or grew densely inward 
into the internal courtyards, balconies and 
rooftops. Poor families were huddled 
together in small rooms. The old buildings 
were poorly maintained and became 
dclapidatrd. 

Large parts of the capital city of the 
Moghul empire thus deteriorated into 
what was soon to be officially deTined as 
a slum—‘property or dwelling of house¬ 
holds with an income of Rs 30 pm or less, 
which does not conform to the Delhi 
Municipal bye-laws or is in. a worn out, 
decayed, insanitary or dilapidated 
condition 13)!' 


Public Health ano Houbino m 
Old Delhi (1936-SO) 

Official recognition of thd deteriorating 
environmental condition in Old DellU 
came only in 1936. We find that the iuue 
of public health provided one of iht 
motivators of action to improve the en¬ 
vironment of Old Delhi in 1936. Since 
1928 the medical officer of health of the 
Delhi Municipal Committee had been 
repeatedly bringing the state of congestion 
to the notice of the administration, 
specially with reference to the increasing 
incidence of tuberculosis. Pressures of the 
national struggle were forcing the govern¬ 
ment to give some “concessions’ to the 
‘natives’, e g, the Municipal Act of 1933 
which gave more powers to municipal 
bodies and brought elected representatives 
of ‘natives’ on their board. Tlius, the en¬ 
vironmental problems faced by the 
residents of Old Delhi were acted upon by 
the administration under pressure from 
public health personnel in a po.litical 
climate which necessitated doing 
something for the ‘natives’. 

It is also significant to note that what 
finally precipitated action was an ad¬ 
ministrative problem—a dispute over the 
jurisdiction of public land between the 
Municipal Committee and (he Delhi Ad¬ 
ministration. In order to decide on the 
future u.se of this land, A P Hume, an of¬ 
ficer on special duly, was asked to suggest 
measures for relieving congestion in Delhi, 
in his Report on Relief of Congestion in 
Delhi (1936) Hume shows up a “two-fold 
problem of congestion, viz, congestion of 
people in houses and of houses on 
land ..’’ and also that “the city contains 
numerous well-defined slum areas of the 
meanest type and abounds in insanitary 
lanes and dwellings of constituting a 
menace to the public health of the whole 
urban area of Delhi!’ The report suggests 
the setiing up of an improvement TVust’, 
a inecial body equipp^ with statutory 
authority for planning and executing a 
programme for decongestion ot the city 
along with administration of public lands. 

This led to the setting up of the Delhi 
Improvement Trust (henceforth DIT) in 
March 1937 under the department of 
education, health and lands. Three of its 
most powerful members were (he chair¬ 
man, the engineer and the public health 
officer. T he stated purpose, however, was 
primarily administrative and only secon¬ 
darily to deal with public heglth “of car¬ 
rying out the dual scheme of administra¬ 
tion of a large Government estate (a) as 
an agent of government, (b) in the in¬ 
terests of the city, and also of dealing with' 
the problems of slum clearance, re¬ 
accommodation of dispossessed popula- 
lion, and lown planning |3|!’ 
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A look M the whole improvement ef¬ 
fort of the DIT during its ictivc life span 
of over a decade displays an absence of 
vision in city development and a marked 
pro-afriuent bias. Ad hoc schemes, bad¬ 
ly planned and tardily executed—that 
seems to be the overall record of the DIT 
froiii 1937 to 1930. 

Development of extension areas and 
slum cleararice were its major activities. 
One of the first schemes to be undenaken 
wu the development of Daryaganj, a high 
class residential area into which moved 
some elite families of the Old City. 
Another large scheme was the develop¬ 
ment of the Western Extension Area or 
Karol Bagh. This area had been acquired 
by government on the recommendation o( 
the New Delhi Town Phuming Committee 
“for expansion of the old city, especially 
for persons of the poorer classes disturb¬ 
ed by the acquisition of land for New 
Delhi!*(3) No development work had 
however been done over all these years. 
The DIT now undertook its development 
but made it into a middle class residen¬ 
tial area with the ma^inalisation of the 
poor. 

Hume^s report had particularly stressed 
that “the development to full capacity of 
Government land and the provision of 
extra areas will not afford adequate relief 
to the problem of congestion unless sup¬ 
plemented by vigorous action within tM 
city to ameliorate it’s sanitary conditions 
by the removal of slums!’ Therefore the 
DIT made schemes for slum clearance as 
the second measure for decongesting and 
’sanitising’ Old Delhi. This was the begin¬ 
ning of planning for dealing with the 
slums of Delhi. 

However the slum clearance schemes 
prepared by the DIT could not get under 
way for the first three years because it had 
not provided for rehousing of the inmates 
of tte slum to be cleared! The government 
refused to sanction the schemes on this 
ground and it was only then that rehous¬ 
ing of the displaced was planned. When 
it was eventually executed, fewer than 300 
families was all could be rehoused over 
almost 13 years. 

Obviously, according to the DIT, 
sanitising of the city was to be by removal 
of the slum-dweiiers, not that the city 
should be sanitised in the interest of all 
including these poor citizens. The ‘in¬ 
terests of the city’ did not include housing 
of its poor citizens. 

Besides the schemes towards deconges¬ 
tion of Old Delhi, engineering works for 
malaria control were also entrusted to the 
DIT. These were its second mujbr activity 
and we will come back to it again later, 
water supply and sanitation measures 
were inad«)uate at that time and meagre 
efforts were made to develop these 


systenu. However, the administration 
reports show a general satisfaction with 
the efforu being made to extend these 
services. 

At the end of its career, the DIT left 
behind more congestion than when it 
started. With increasing rural to umn 
migration, the DIT had done next to 
nothing tovmrds increasing housing for 
the previous poor inhabiunts or for the 
new immigrants. If anything it had only 
added to the problem by demolishing 
some of the housing avalUble to the poor 
under slum clearance schemes without 
adequate rehousing so that the evicted 
add^ to the congestion of surrounding 
areas. Squatter settlements, the jhuggi- 
jhonpri bastis, started coming up in and 
around the new extension areas and at the 
periphery of New Delhi. 

Post-Independence Suums (1930-77) 

Post-independence- Delhi was im¬ 
mediately overwhelmed by a deluge of 
refugee immigrants from west Hikistan as 
a result of partition. The ministry of 
rehabiiiution successfully undertook the 
gigantic task of providing housing for this 
sudden increase in population by about 
30 per cent of the city’s previous popula¬ 
tion. A number of colonies came up in no 
time—Lajpat Nagar, Kailash Colony, 
Kalkaji, Malaviya Nagar in the south, 
Moti Nagar, Kirti Nagar, etc, in the west, 
around Kingsway Camp in the north and 
Gandhi Nagar in the Shahdara area. 
Rehabilitation of the massive Punjabi 
refugee influx was a creditable achieve¬ 
ment. However this capability of the 
administration in providing housing to 
such large numbers of the predominantly 
urban, middle-class, more educated 
(literacy levels were higher than of the 
previous population of Delhi)[4] Punjabi 
immigrants must be contrasted with its 
continuing inability to provide housing to 
the predominantly poor rural immigrants. 

After the emergency action concerning 
Punjabi refugees was under wiqt there was 
breathing space enough to allow the 
government to plan for future housing in 
Delhi. A large machinery for planning 
and development of the city was soon 
brought into place and set in motion. In 
I9S0, the government set up an enquiry 
committee unde the chairmanship of 
G D Birla to review the working of the 
HIT and “advise on housing policy for 
Delhi, specially poor housing in view of 
the rapid increase in population and high 
land prices’’ and on administrative 
mechanisms for its execution. Declaring 
that “the story of the trust is a story of 
failure!’ the DIT Enquiry Ccmimittee sug¬ 
gested the setting up of a cenfial authority 
to plan the development of the city and 


set out certain guidelines for it. It insisted' 
on the need for a dvic survey and a master 
plan. 

Thus began a gigantic organised city 
development process. It was backed 1^ 
wide-ranging statutory powers and large 
financial resources. Thm was political 
will behind it—to develop the modem 
capital city of independent India. 

At the ^ of 1933 the Delhi Develop¬ 
ment (Provisional) Authority was set um 
till the definitive authority could come in¬ 
to being, to initiate the process of plan¬ 
ned development for Delhi. At the same 
time the Town Planning Organisation 
(TPO) was established by the ministry of 
health under administrative control of the 
chairman, DIT to prepare the master plan. 
A Ford Foundation Consultant Ibam 
came in 1936 to assist in preparation of 
the plan. In Dec e mber 1937 the Delhi 
Development Authority was constituted 
through an act of parliatnent. it evolved 
a draft plan in June 1960 and submitted 
it to the public for objections and sugges¬ 
tions. With due changes the final master 
plan was ready in November 1961 and in 
1962 it was made law. 

The whole process of preparing the 
master plan was a massive effort at ra¬ 
tional planning based on a large-scale 
study of Greater Delhi and its inhabitants 
carried out by V K R V Rao and Desai of 
the Delhi School of Economics, and spon¬ 
sored by the Planning Commission.[4] 
Several detailed studies of specific 
geographical areas, of special groups of 
people and of different subrsystems within 
the urban were system undertaken by the 
TPOI3J, 

The plan was basically a land- 
management plan. It took into considera¬ 
tion the increase in Delhi's employment 
potential in government, trade and in¬ 
dustry. On that basis it projected an in¬ 
crease in population up to SO lakhs by 
1981 (which has proved to be very low) 
and set 'urbanisable limits’ for 1981 which 
were to be enclosed by a 1 km wide ’green 
belt’ to restrict further urbanisation and 
prevent surrounding urban areas from 
merging with Delhi. The plan basically 
marked out commercial areas, residents 
areas, industrial and educational areas, 
etc 

Residential areas were the subject of 
imensive study to adequately cope with 
the existing arid rapidly increasing hous¬ 
ing deTicit. Besides developing new areas 
the plan dwells extensively on how to deal 
with tlw existing areas. Urban renewal 
rather than mete slum clearance was set 
as the approach to planning for rcdevelop- 
meru of the existing city, i c, to adopl 
different strategies for areas of different 
quality. All existing areas were designated 
as appropriate for conservation, rehabili- 
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ution or demnoe on the buic of a multi¬ 
ple index taking leven racton into ac¬ 
count. These faclors weie—percentage of 
househoMs with monthly income less 
ihan Rs iOO, living in temporary struc¬ 
tures, households without water, per¬ 
centage of households without latrines, 
percentage of households without elec¬ 
tricity, percetilage of households without 
kitchen and the average number of per- 
soru per livi^ room. The base for all 
these factors' ate the figures for Old 
Delhi obtained from the Greater Delhi 
Survey <19S6-S8) of the Delhi School of 
Economics (41. 

Detailed prototype plans were then 
prepared for the ‘tene^’ of different 
types of areas. Intensive studies of these 
areas by TPO staff supplemented by a 
study on the slums of Old Delhi by the 
Bharat Sevak Samaj provided in-depth 
knowledge of the rield situation on the 
basis of which the prototype plans were 
prepared. Detailed plans were also drawn 
up for squatter housing areas and for 
‘urban vilb^e clusters’ where it was plan¬ 
ned to shift small industries and handi¬ 
crafts. An Urban Community Develop¬ 
ment Programme was to be undertaken to 
increase public participation in the plan¬ 
ning process, specially for housing. The 
preparation of this master plan was guid¬ 
ed by a set of concepts, measures and 
attitudes that came to be known as ‘The 
Delhi Imperative'. 

First was the concept of economy—that 
from conception till implementation 
the plans, programmes and projects in 
prototype must provide for the most 
economical solutions to development 
problems, economical in cost and 
other investments for both citizen and 
government. 

The second ‘imperative’ aimed for 
quality in architecture and civic design 
consonant with Delhi as a rational 
capital. 

The third ‘imperative' urged large-scale 
acquisition of iand to expedite and make 
more nearly economical the anticipated 
development, as well as to provide for 
continuing control. 

Basic to ‘imperative four was the effec¬ 
tive participation of the public in the plan¬ 
ning process. 

In ‘imperative’ five stress was laid on 
bringing promptly and satisfactorily into 
being the first stages in the implementa¬ 
tion of the plan. 

The sixth ‘imperative called for deter 
miration and decisiveness in execution, 
enforcement and follow through for all 
aspects of implemenution, both im¬ 
mediate and long run. 

In 1972-73 the Ibwn and Country Plan¬ 
ning Organisation (TCPQ, the new version 
of the TPO) undertook a major review 
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and evaluation of the rraster plan. It 
noted that The 1961 housing deficit of 
1,50,000 dwelling units was shown to have 
increased to 3,80,000 by 1970, little pro¬ 
gress had been made in providing hous¬ 
ing for low income groups, there was 
extensive unauthorised residential con- 
struaion, commercial use was being 
allowed to infiltrate residential areas, pro¬ 
vision for many community facilities was 
lagging, and the neighbourhood concept 
had failed to materialise. Slum popula¬ 
tion, excluding squatters, was estimated 
at one million. Although approximately 
one-tenth of the squatter population of 
a half million had been resettled, there 
were still I.S million estimated to be liv¬ 
ing in sub-standard housing and in slum 
areas. The plan for development of urban 
villages never really got un^ way..The 
land-use pattern reflected government ac¬ 
quisition of about half the land within 
proposed urbanisable limits. However, 
densities in Old Delhi were inctrasing, 
there was a failure to relate employment 
centres to housing, non-conforming 
industry had increased, land for the pro¬ 
posed civic centre had been partly 
allocated for other uses, the Ridge and 
Greenbelt had been compromised by such 
actions as permitting a large government 
installation closely adjoining Tlighlakabad 
Fort, and commercial sprawl rather than 
concentration in sub-central business 
districts had occurred widely. 

On the other hand, among the ac¬ 
complishments related to the master plan 
during the 10-year period the review noted 
“the improved quality of new neighbour¬ 
hoods, creation of parks from unsightly 
areas (e g, along the Yamuna River), four 
new river bridges, an inter-state bus ter¬ 
minal construction, increase in water 
supply, achieving a level of two-thirds of 
the developed area served by sewer and 
better treatment facilities, and con¬ 
siderable relocation of squatters”. Sum¬ 
ming up, the TCPO review noted the 
‘‘neglect of adequate provisions for low 
cost housing” and of those parts of the 
plan meant to minimise environmental 
pollution. The “preoccupation was with 
higher income residential areas and the 
beautification of Delhi”. 

Contemporaneously, the steady deple¬ 
tion of the resource base of the rural poor 
by ‘development’ activity and the increas¬ 
ing need for service and labour in the 
better-off urban sections had led to con¬ 
tinuing large-scale migration from rural 
areas. The result was a rapid increase in 
jhuggi-jhonpris. These jhuggi-jhonpri 
clusters are the second kind of slums in 
Delhi. 

The TCPO review of the master plan 
had spelt out reasons for the lacunae in 
its execution—existence of development 


that had uken place “in response more 
to pressures than according to pro¬ 
gramme'’, and “the lack of specific 
measures to provide mechanisms for im¬ 
plementation”. Three essential pre¬ 
requisites for further development were 
specified: reaffirmation of the policies of 
the master plan, re-working of urban iand 
policy, and the initiation of programming, 
phasing and scheduling. That is, better 
‘management’ was advocated. 

Following the review, steps were taken 
to overcome some of the shortcomings 
identified. Slum clearanoe work was taken 
up in a big way. Dissatisfied with the 
record of slum clearance work of the 
Municipal Corporation of Delhi (MCD) 
which was handling it since I960, it was 
transferred by the central government to 
the DDA in February 1974. The purpose 
was to secure speedy and exiMitious 
implemenution of the slum clearance 
schemes and connected projects. This the 
DDA did very effectively, specifically 
during the period of Emergency in 
1975-76. 

Schemes for slum clearance were 
executed and 27 resettlement colonies were 
laid out relocating 1.2 lakh squatter 
households from squatter clusters near the 
heart of the city to its periphery. The 
squatter resettlement colonies were site- 
cum-«crvioes schemes. They provided each 
squatter family long-tdm tenure for a plot 
of 25 sq yds. The squatter resettlement 
colonies were developed with meulled 
roads, public parks, water supply, public 
lavatories, street lighting, drains, shops, 
schools, dispensaries and conununity cen¬ 
tres. Small-scale industrial units were 
located close to these colonies to ensure 
employment in the neighbourhood. This 
attempt at all-round development for the 
relocated ‘squatters' was part of Jag 
Mohan’s vision. This is why it was ‘reset¬ 
tlement’ and not just ‘rehousing’. 

The lands in the heart of the city from 
which the squatters were evicted and slums 
demolished were developed into parks and 
picnic spots specially around historic 
monuments, commercial centres, and 
some for residential areas. 

The ‘pressures’ identified by the TCPO 
Review as one of the main reasons for 
poor implemcniation of the master plan 
were clearly spelt out by Jag Mohan—as 
those from land racketeen and from 
politicians interested in the slums only as 
vote-catchers. He blames the ‘ancient’ and 
‘lifeless’ administrative system for the 
operational bottlenecks, in the case of 
slum clearance procedures both acquisi¬ 
tion and eviction are seen to be pro¬ 
blematic Therefore, Jag Mohan finds that 
the only logical means of implementation 
is through speed and force. This is what 
was done during the emergency. 
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The atmosphere of authoritarian state 
action prevailing in the country at that 
lime and the zealous fervour of the then 
vice chairman of the DDA, Jag Mohan, 
made this massive effort possible. Thking 
advantage of the atmosphere during the 
emergency, Jag Mohan got done that 
which had been part of government policy 
and plan for over four decades but was 
not being implemented adequately over all 
this period. 

There is however another side of the 
story. Unfortunately, if environmental 
sanitation and access to basic amenities 
are important criteria, Jag Mohan’s reset¬ 
tlement colonies are themselves slums, 
‘planned* slums. The multiple index used 
in the formulation of the DDA master 
plan for categorising the then existing 
areas if applied to these colonies planned 
and laid out by the DDA, would certainly 
place them in the category of areas ‘for 
clearance*. An adequate potable water 
supply, a working system of drainage, of 
garbage removal and an adequate system 
of latrines and safe excreta disposal, all 
vital aspects for public health, are con¬ 
spicuously absent. An epidemic of gastro- 
entcritis/cholera occurring in 1988 in these 
resettlement colonies was evidence of the 
insanitary slum conditions prevailing here. 
These arc now the third kind of slums in 
Delhi. 

IVro aspects of the building of these col¬ 
onies are clearly responsible for this slate 
of affairs, (i) The pi^ng of these colonies 
at the periphery of the city or on cheaper 
low-lying waste lands, often along drains 
and ditches, (ii) The lowering of standard 
for housing plot size, for the quality and 
quantity of basic amenities such as 
latrines, drainage and water supply. 

The area of individual plots decreased 
from 89 sq yd by the DIT to 80 sq yd in 
the DDA master plan to 55 sq yd and 
finally to 25 sq yd in the actual practice 
of the DDA. The larger plot size of the 
DIT providnl space for one, two or three 
rooms with a cooking verandah and 
bathing platform and a courtyard. The 
final plot size of 25 sq yd allows only for 
oiw small room, a cooking space and a 
small open space. The possibility of any 
privacy, even for bathing, is conspicuous 
by its absence Adequate water supply and 
waste removal systems have never been a 
major concern of any of the rehousing 
programmes, neither of the DIT nor of 
the DDA. 

Jag Mohan, while showing of: the vast 
amount of infrastructure created for 
the resettlement colonies during the 
emergency, talked of “thousands of hand 
pumps, public hydrants and public 
latrines, of bundles of kilometres of 
drains |b]!* Neither the question ot ade¬ 
quacy in terms of quantity for the 


numbers these ate to serve or the question 
of effectiveness in terms of quality and 
maintenance of these services is ever 
brought up or addressed. He does 
acknowledge that “the emphasis should 
therefore be on the provision of com¬ 
munity facilities—cheap transport, water 
supply, and sewerage and a drainage 
system. It is in this field that the 
knowledge of modern science and tech¬ 
nology needs to be applied to make 
available the basic amenities at minimum 
cost |6]. However, he did not think it im¬ 
portant enough to seek or commission the 
application of modern science and 
technology preparatory to the planned 
large-scale resettlement programme. 
Neither was it considered important 
enough for the DDA to develop an ade¬ 
quate drainage system for the low-lying 
trans-Jamuna area even when the master 
plan itself says that it must be allowed for 
habitation only after this is provided. 
“Also, it cannot be overemphasised that 
an overall drainage system should be 
worked out before any large-scale develop¬ 
ment is attempted to avoid the danger of 
water-logging that any piecemeal develop¬ 
ment will entail |7|.'’Such arrangements 
have not been made to date. 

If public health is a major considera¬ 
tion, can the minimum standard of pro¬ 
viding latrines be one for 20 to SO per¬ 
sons? And then not keeping to this stan¬ 
dard in practice and further allowing it to 
deteriorate to the extent of one scat per 
ISO persons? 

Instead of attending to these basic 
lacunae the emphasis was shifted from the 
physical health of the urban poor to their 
moral and spiritual health: “The challenge 
before us is not only to evolve a new pat¬ 
tern of human settlements but also to 
reform forces that govern the life of the 
people... We must stop measuring the 
greatness of our cities by the skyscrapers 
and imposing centres of trade and com¬ 
merce, but by the extent they enable men 
and women to lead a happy and tension- 
free life (61;* 

Can a life fraught with everyday strug¬ 
gles for the basics of life be made ‘happy 
and tension-free* by open spaces, roads 
and non-functional community centres? 
Can a woman, or man for that matter, 
haopily suffer day after day the assault on 
her/his self-esteem by the Rghts/he has to 
engage in with her/his neighbours to find 
. It 'adequately clean’ place secluded at 
'.east from the opposite sex just to sit and 
defecate? Instead of attending to these 
very basic of needs first Jag Mohan talked 
of "environmental, educational, cultural, 
and recreational facilities which would 
improve the quality of mind and help the 
people in acquiring better social habits’*. 
1 his is justified by the popular notion of 


the uncivil, illitmte, superstitious rural 
migrant who also becomes criminalised in 
the process of becoming *the urban poor*. 

Thus the residents of the resettlement 
colonies live crowded into small, though 
most often ‘pucca’ accommodation, with 
a dirth of tasic, everyday requirements 
such as a safe water supply, facilities for 
defecation and bathing, an adequate 
drainage system to remove sullage and 
rain water, etc, in the midst of wide roads 
and lanes, parks converted into reservoirs 
for the sullage and rain water, non¬ 
functional or under-utilised facilities such 
as the community centre. Distinctly 
separated from the better-off residential 
areas into large environmentally degraded 
expanses, these colonies are ‘slums’ if 
‘lack of sanitation* and ‘An environment 
detrimental to health* are some of the 
basic characteristics of slums. 

While plan objectives for housing for 
the poor repeatedly state (in the MCD’s 
busti relocation programme and the 
DDA’s master plan) that (a) the rehous¬ 
ing colonies should be “integrated with a 
larger neighbourhood where there is a 
mixture of different social and income 
groups, as well as housing types”, and 
(b) “the houses should be provided as far 
as possible near their places of work keep¬ 
ing in view the fact that they belong to a 
class of people who have no means 
to secure housing accommodation by 
themselves.. .*[8] Both these stipulations 
have been flouted by the DDA itself, 
thereby causing: 

the every day strain of travelling long 
distances to work, 

the economic burden of this journey, 

the loss of income coming from the in¬ 
formal sector, specially to women, the old 
and infirm. 

Proximity to better-off area.s would 
have ensured greater access to better 
quality facilities as well. 

ClJRRBNT APPROACH: MORt OF THE SaMF. 

Now, in the 80s, we have more slum 
population (in absolute and proportional 
terms) than ever before All three kinds of 
slums continue to exist in Delhi. The se¬ 
cond kind, the jhuggi-jhonpri squatter 
settlements, continue to mushroom every 
day. 

Dominant town planning practice has 
come to accept ‘slum improvement’ rather 
than slum clearance as the most fraiiWe 
and economical way of dealing with the 
problem of the insanitary conditions 
of slums. The Urban Basic Services 
Scheme—the latest programme designed 
to deal with the problem of living environ¬ 
ment, of housing and other amenities, for 
the urban poor—shows how slum im¬ 
provement is now being implemented. 
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The UBS is the current programme of 
(he Delhi Administration (initiated by the 
UNICEF worldwide) to try a 'different’ 
approach to provide basic amenities to the 
shim residents. Improving conditions 
where the slums are rather than shifting 
them elsewhere is the basic approach. Pto> 
vision of electricity, building of public 
latrines, water supply, paving of lanes and 
medical care are mayoi c;>mponeiu.s of the 
package offered. However no secure 
tenure is given to the residents over the 
land they occupy. Demolition and 
clearance can lx; undertaken by the DDA 
whenever the land is to be developed for 
some olhei ‘better’ use. 

Water supply comes to mean insialla 
tion of a tew handpumps or tankers to 
bring water. The reai is‘iie—of watei 
management lor Delhi a.s a wSole is neatly 
side tracked by »hi.v very philanthropic 
scheme. Problems vif excreta dtsfrusal, 
drainage, medical care, etc, are being 
similarly dealt with in an ad hiK mannei. 
The UBS too thus appears t»> be in line 
with previous e!torts which failed to 
provide a healthy environnicnt to the 
majoriiv of urban pooi in any sustained 
oi sustainable manner. 

•An inter plav of factors have thus led to 
the building of such planned Mums'. The 
stare machinery and the scientilic- 
techtioiogiraJ .systems wca- unable to resist 
»K:ial pres.suiwi asriing sgainsi the inrertsts 
of public he;rl!li u.-id the poor. How did 
this happen? l.ei us pid together some of 
the factois !»ifi;i£.icing Ihe psocess. 

Till V’l ■vriiM.K ADMINlslR.rsiuRS 
Ant: f'r./OR F5IAS 

Jag Mohan in his iKtoit, island of 
Truth, which ir. an unambiguous and 
lucid style expheates his views on the 
DDAs slum clearance and resettlement 
programme executed during the Emergen¬ 
cy in l*>7«-/6 sia'e.s: “What were my 
mciivattoiis, my objectives, my outlook? 
1 have alwxiys believed in the destiny of the 
city, in ii.s historic role, in its being a 
spiritual workshop of the nation, in its 
capacity to impart urbanity and civility to 
the lural migrant, and in its ability to 
weave the dismembered thteads of our in- 
tional existeiue into a strong and well-knit 
. fabric I have niadeearne.vt effort.s to make 
Delhi an ideal city, a model for other cides 
■o follow, a city which should be an organ 
■. love and justice and whose economy 
should be the care and culture of its men 
and women”.l6l The city’s men 
and women, obviously do not, however, 
include those belonging to its poor sec¬ 
tions as is evident by what he has to say 
in ‘Rebuilding Shahjahanabad’: 

Hie migrants and scjuatter.’i like ‘plague 

OI some othci rare kind of fever' will crip- 
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pir and kill Shahjahanabad too. Its tradi¬ 
tions, its culture, its charm, and its new- 
pattern of living, which we have envisag¬ 
ed for it will all be swept away by Ihe flood 
of migrants and souattcrs.ll) 

Implicit in Jag Mohan's slaiemenls is 
the atiiiude that ‘the poor must develop 
for the sake of the city' rather than that 
‘the city must develop to cater to the nc'cds 
of the poor’. One sees the same altitude 
in all of Deihrs planned development 
whether by I tiiyens, by the DIT, in the 
Birla Commiiiec report or the DDA 
Master Plan. 

I'hc city's poor and the slums have 
always been seen a.s the problem. The al¬ 
titude is seen even in the references to 
them in various documents—the 'sore 
spots’, the ‘blighted aieas’, the ‘dwelling 
area.s of the meanest lypet—which must be 
‘eradicated’, 'burnt', 'cleared', it is not that 
the poor and inhabitants of slums have 
problems which must be dealt with by the 
administration. This atttitude is supported 
by the 'rornnioiily held image of the ur¬ 
ban poor—as rural migration who are 
‘uncivilised* illiterate, superstitious en- 
croachers of the city; who spread disease, 
engage in criminal activities and do not 
have ‘high ideals of citizenship', who 
therefore need to be ‘urbanised and 
civilised'. 

Another attitude evident fiom Jag 
Mryhan’s wi iiings and work is exemplincd 
in the quotation above .. its new pat¬ 
tern of living which we have envisaged for 
it...’’ (emphasis added). In his frame¬ 
work ‘wc' the export-bureaucrat arc 
rigtitfiilly the ones who inu.st decide what 
is desirable in all aspecT.s of life and for 
everyone. Others must fail in line. That 
others, from different socio-economic sec 
lions, different life-styles and world-views 
could have ditfereiK notions of what is 
desirable and that these different views 
must bt leflcctcd in ihe development pro¬ 
cess is not allowed in Jag Mohan's 
framework. 

His book, the island of Truth, portrays 
Jag Mohan hinv-elf as the only upholder 
of all that is good and iiuc. Alt others, 
the dissenting town-planner, the social 
worker, itie human rights activist, the 
politician, are all interlopers out to serve 
their vested interests through the plight of 
the poor. He is the only one truly in¬ 
terested in their welfare and the only one 
who knows how to go about improving 
their lot. Therefoie; he need not take any 
cognisance of the existing life-style of the 
poor and its needs or of their aspirations 
for the future while planning for them. 
Neither does he need to consider dissen¬ 
ting models of development. 

The models used for fulHiling basic 
urban needs, the models of layout in town 
planning of dealing with slum areas, ot 


water management, all show: 

(i) the tendency to deal siiniiarty with 
diverse situations and to apply ‘universal’ 
methods. 

(ii) an uncritical fascination wit)- 
modern western models, 

(iii) (he destruction of traditional 
indigenous systems, 

(iv) a greater disturbance of the cxi.sting 
environment and its degradation. 

(v) more economical models are set 
aside for more expensive ones. As we shall 
see later other models were available and 
conscious choice exercised. 

The choice of inappnipriatc models has 
led to problems fur the city as a whole, 
not only for the poor, e g, water supply 
is a major problem for most sections of 
Delhi citizens. The models adopted are 
however then differentially applied to the 
poor in the name of 'economy' either by 
lowering standards for the poor or by 
forcing them to resort to other means of 
low quality services. Thus, the impact of 
inappropriate water management affects 
the poor the most and is brought out most 
starkly by their condition. 

The extensive rather than intensive 
habitation and building model was itself 
part of the Euru|x:an town planning 
model of garden cities and quite contrary 
to the Indian, Shahjahanabad kind of city. 
The latter has its benefits, as Jag Mohan 
himself acknowledged: 

While the urban form and design of Shah- 
jalianabad does not meet the requiremenis 
of modern town planning, it has in its own 
l>eculiar socio-economic set up, con¬ 
siderable merit of its own. 

(a) its urban form and design is less 
expensive 

(b) It covers much less and Ihe 
municipal .services have not to be spread 
iv/er a larger area. 

(c) It keeps practically no distance licl- 
ween the place of work and the place of 
residence. 

(d) li.s social and physical oonipaclncss 
is such that it can be lifted like a hard boil¬ 
ed egg on a plate. 

(c) Shahjahanabad'.s framework is not 
an artificial one, it has grown out of the 
needs and aspirations of the pcopte.|l) 
Jn spite of his realising all this, he 
however secs no need to question the ap¬ 
proach and norms of modern town plan¬ 
ning as applied to Delhi’s situation and 
needs. This in spite of the first of 
the ‘Delhi imperatives’ of Ihe master 
plan which emphasised the concept of 
economy and the fourth ‘imperative’ 
which calls for "effective participation of 
the public in the planning process”. His 
was the expansive, grand, vision of town- 
planning. Even his resettlement colonies 
are expanses of wide roads, open spaces, 
markets and community centres. But 
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limited land means the inhabiiants are 
huddled into small, one-room ‘houses' on 
22.S sq yd per family. 

As we have seen, the DDA master plan 
carried detailed prototype plans for deal¬ 
ing with different settings in different 
ways. Areas were marked out for re¬ 
locating squatters and those affected by 
slum clearance, though as far as possible 
these were to be rehoused at the same site 
after redevelopment or near the same site 
Urban villages were not to be engulfed 
and degraded in future and were in fact 
to be developed as 'urban village clusters* 
where handicraft industries and cattie¬ 
rearing could be shifted from the rest of 
city and where future migrants too could 
be absorbed. Besides improving environ¬ 
mental conditions of the city, it was to 
help by providing a more conducive en¬ 
vironment for the people and their 
industry as well as be more economical 
However. noiK of this was done. The only 
approach applied was of demolition and 
eviction, i e; clearance and resettlement. 
It means for those evicted, a disruption 
of their whole life. Means of livelihood 
are disrupted, social networks are 
disrupted physical and mental trauma 
are part of the process. 

Earlier Old Delhi had a large number 
of public wells and a system of fresh water 
tanks and canals which performed a 
number of functions. The tanks and 
canals provided water for irrigation to 
Delhi’s rural areas, stored rain water from 
a large catchment area, prevented flood*: 
by taking on the surplus river water, 
helped to cool the city in the sweltering 
summer and helped maintain water levels 
in the city’s wells. 

Starting with the Delhi Improvement 
Trust, the fresh water tanks have been 
closed and the canals partly closed, the 
remaining having been converted into 
drains. Now effluents of the city flow into 
the river via these open channels rather 
than river water flowing into different 
parts of the city through them—all in the 
name of anti-malaria aaiviiy. 

Instead, it has been attempted to pro¬ 
vide ‘the best' water supply to the city 
through centralised treatment plants by 
dtawing water from the River Jamuna and 
supplying treated, piped water to the city. 
As supplies from the Jamuna became in¬ 
adequate, other rivers from distant areas 
were drawn in lo supply Delhi. A few large 
tube wells for supplying targe populations 
of south and west Delhi were installed as 
well. 

These large-scale treatment plants are 
heavy investments and therefore action on 
them was easily deferred in the name of 
‘resource constraints’. With limits to the 
amount of water the river can supply and 
the limits of treatment plants, the poor of 


the city do not get this water. They have 
then to rely upon shallow handpumps 
which some of them are able to instal 
themselves and some are provided cheaply 
by the administration. The tong distances 
a^ lengths of inpe from larger centralised 
water treatment systems cause frequent 
breakdowns in supplies, leakages of water 
and its contamination. Both quality and 
quantity of water thus declines by the time 
it reaches the users. Degradation of the 
river, its conversion into just a drain for 
wastes from the city, is well-documented. 
The impact of this on rural ecologies 
downstream can well be inferred but is yet 
to be examined in detail. 

One possible alternative could be of 
small local deep tube-wells. The water 
would be drawn out. chlorinated, and sup¬ 
plied through pipe-lines to small popula¬ 
tion clusters. But in some parts of Delhi 
underground water is brackish and nut 
suitable for drinking. 

Land contours are such that some pans 
of Delhi are the natural drainage areas for 
surface water from large catchment areas 
of several hondred square kilometres. 
Ihnks could be built thm to collect and 
store rain water. This could then be locally 
treated and supplied. In areas where 
neither of these is possible river water 
could be supplied. Use of all these diverse 
sources depending upon the diverse 
natural conditions within the city area 
would provide the city with more water 
and be more ecologically conducive This 
howevei has been totally unacceptable 
to the- dominant ‘scientific’ thinking 
on urban water supply systems of out 
times. 

The plans adopted were all based on 
dominant town planning practices of the 
time i e on models developed in the west, 
probably suited to their conditions. These 
models had to be imitated ostensibly to 
give the citizens of this country, the best, 
to become ’developed’. So engrossed were 
we with ‘the best’ that there was no 
consideration of use of existing infra¬ 
structure and resources, or of what 
was the best for different sections 
in society, or of what they perceive as 
necessary. 

It is cleat that these attitudes of plan¬ 
ners and administrators of Delhi’s 
envelopment—their anti-poor bias, their 
uncritical belief in the modern western 
models as the ideal and their arrogance 
as ‘experts’—contributed to the massive 
increase in numbers of squatter set¬ 
tlements and to the formation of ‘plan¬ 
ned slums’ in Delhi. Arguments of ‘ftnan- 
cial constraints’ and ‘efficient implemen¬ 
tation’ were used to push through the 
substandard schemes for the poor without 
questioning whether the models adopted 
were suiuble. 


LECITIMISATION of StATE PERPETUATED 

Inequity 

Resource constraints and land shortages 
were the reasons given for lowering stan¬ 
dards at each stage 
The funding of housing for the poor 
has always been seen as a major problem. 
The DIT recognised as a principle that the 
building of houses for poor families 
covered by their definition of a slum could 
not be a self-supporting proposition, 
i e that it must be subsidised by the 
government or by the local authorities 
concerned. To allow for contribution to 
costs by those who could alTord it. the 
DIT worked out a mechanism by which 
those among the slum-dwellers who could 
afford It would contribute to the costs 
while those worse off are also not 
eliminated from .eceiving benefits of the 
scheme. 

There should within each separately sanc¬ 
tioned project, be a inihiinum and 
maximum rent, the rent for all dwellings 
being pooled. The rent payable by each 
allottee will be determined, within the per¬ 
missible limits, by his capacity to pay, and 
the balance will be found from the sub¬ 
sidy. Those able to pay not less than a 
stated monthly income will be entitled to 
hiie-purchase terms under which they will 
become owners of the house after 20 
years. Tho.ve unable to pay the hire- 
purchase rates will be treated as tenants. 

In all these schemes houses are to be 
offered to persons wlicse monthly income 
does not exceed Rs 30, who wish lo be 
rehoused, and who are willing to accept 
the terms offered. i9| 

Three standard types of dwellings were 
planned and allotments made on the basis 
of numbers in the family—one-room 
hpuses for families not exceeding three 
members, two-roomed ones fix families 
exceeding three but not exceeding five 
members, and tliree-ruomed for those 
with over five adult members (two 
children under 10 years of age counted as 
one adult). The one- and two-roomed 
houses were capable of expansion into the 
threc-rdomed type The standard unit 
area, irrespective of type, of all units was 
89 sq yd. 

Thus, the scheme took into account the 
graded economic capacity of the slum- 
dwellers and charged rents accordingly, 
pioviding for ownership only lor those 
among them able to pay on a hire- 
purchase basis over 20 years. It built rhe 
houses and allotted them on the basis of 
need in terms of the number of members 
in the family. 

This approach required great attention 
to each ‘case’ and required close contact 
with the community as well as specific 
planning for rehousing of each slum well 
in advance of the actual slum clearance 


8.30 


hconomic and Political Weekly April 24, 1993 



and fchousing. The bureaucmiic im- 
plemenution machiner) was obviously 
unable to deliver and only 300 families 
were rehoused in over 10 years- 

The DDA, an autonomous planning, 
regulating and implementing body, 
receives financial support from the 
government. In addition, it dates’ its 
own funds by auctioning off land for 
commercial and industrial purposes. The 
land auctioned is often the one laid va¬ 
cant by slum clearance. The general prin¬ 
ciple is that, after slum clearance the land 
should be developed and the evicted 
housed back in the same area so that their 
economic and social life is least disrupted. 
However, on the plea of scarcity of fun¬ 
ding for such schemes, the cleared slum 
land (often prime land near the centre of 
the city) is converted into ‘remunerative' 
commercial areas or residential colonies 
for the better-off. In some cases they are 
used for schemes of ‘public welfare' such 
as parks, recreation centres, etc The slum- 
dwellers are, therefore, resettled at the out¬ 
skirts of the city on the poorest lands 
available, including those declared unfit 
for human habitation by the DDA master 
plan. As their numbers increase the logic 
is carried further, i c, the size of plots 
allotted to each household is further 
decreased. 

Each househoider was given a long¬ 
term lease for the plot. This considerably 
eased one of the slum-dwellers’ major 
problems: the constant dread of evacua¬ 
tion. It gave them a feeling of security and 
a bond with the city. However, the ex¬ 
perience of previous slum clearance and 
rehousing schemes shows us that the 
better-off among the city’s poor tend to 
displace the poorest among the resettled. 
Out of economic necessity, or because 
they have to go .back to live near their 
places of work, the poorest often sell the 
plot. They are back into a jhuggi-jhonpri 
cluster somewhere and the better-off 
among the poor inhabit the resettlemoit 
colony. The resettlement colonies are thus 
the ‘posh’ residential areas for Delhi’s 
poor. The transactions however often have 
worse implications. Colonisers and land 
racketeers with good financial resources 
and political backing come in a big way 
to displace the real allottees. 

There are thus genuine problems in the 
implementation of resettlement schemes. 
Vested commercial and political interests 
were involved and political interference 
often made rational action difficult. The 
bureaucratic style of functioning allowed 
for little flexibility in dealing with diverse 
situations adequately. The numbers are 
astronomical and financial resources 
limited. However, the responsibility for 
creating this situation must at least in part 
be accepted by the administration itself. 


The more economical options were side¬ 
lined for more expensive modes of 
meeting civic needs of the city. Having 
brought conditions to this, how has the 
administration finally implemented slum 
clearance and resettlement? 

Official reasons for the failure of plan¬ 
ned development of the city are available 
in the reviews of the DIT by the Birla 
Committee and by the TCPO of the first 
10 years of functioning of the DIM^. Both 
found implementation lagging and the lag 
was more so for schemes for the poor. 
Among reasons for the lag in the working 
of the DIT, the lack of a civic survey and 
master plan, a lack of concern for reset¬ 
tling the evicted of slum clearance schemes 
and procedural as well as administrative 
bottlenecks—lack of powers for execu¬ 
tion, inadequate budgeting, and local 
interference—were identified by the Birla 
Committee. Accordingly an autonomous 
DDA was set up with full powers and 
“freedom from local interference”. The 10 
year review of the DDA could not com¬ 
plain about a lack of planning or power 
but again identified “development that 
had taken place in response more to 
pressures than according to programme” 
and “the lack of specific measures and 
mechanisms for implementation”. 

Jag Mohan set out to ensure effective 
implementation in such a situation. Quick 
action for evacuation and demolition of 
slums was considered imperative. In prac¬ 
tice this meant that the slum-dwellers were 
forcibly evicted without prior warning. 
Administrative procedures meant to 
safeguard the interests of the public within 
the bureaucratic system, i c, notification 
of slum clearance and consultation with 
those to be evicted, were done away with. 
The slum-dwellers were put into trucks 
and left on the barren open site of the 
resettlement colony. The very state agen¬ 
cies unable to execute effective program 
mes for the poor used this lag in im- 
nlcmentation for usurping more powers* 
for themselves without questioning either 
the plan, the process of planning, or the 
link between (he plan and its implemen¬ 
tation. I he strategy for dealing with corn- 
merciai and political vested interests did 
not envisage supporting and strengthen¬ 
ing the beneficiaries of the resettlement 
schemes so that they could be ,>art of the 
fight against (hese.vested interests instead. 

The current UBS scheme attempts to 
implement slum improvement without 
displacing the slum residents and through 
people’s participation. But their involve¬ 
ment is sought thiough ‘community 
volunteers’ who are -meant to act a.s a 
channel between the UBS workers and the 
‘community’, 'fhe package of services is 
however already decided upon and ‘peo¬ 
ple’s’ paiticipation primarily means their 


allowing or helping in implemenution of 
activities the authorities are ready to 
provide. 

While this is a step forward as it, at least 
theoretically, allows for a two-way interac¬ 
tion, experience shows (e g. of the 
Calcutta Municipal Development Agen¬ 
cy) that such efforts do not lead to the 
community’s involvement. Such artificial 
attempts at people’s participation elicit lit¬ 
tle response unless they are coupled with 
concrete steps which give them a sense of 
security and belonging such as giving the 
•residents secure tenure of the land. Much 
of the effort for improving housing, etc, 
is uken by them on their own initiative 
(e g, in Delhi's re.<>ettlement colonies). 

The present approach thus .seems to be 
part of the previous trends but with more 
humane rhetoric It may therefore be seen 
as a step which opens up possibilities but 
offers little hope of tbeii flowering. 

St;MMINli Uh 

The outcome of this planned develop¬ 
ment can be seen as a few obvious 
trends— 

(a) Public health was one of the major 
goals of town planning. Over the years, 
however, public health was replaced by 
real e.state as the major issue. The state, 
wh-:rh began (own planning partly as a 
means of discharging its rcspons'bility 
towards the health of the citizens, became 
the monopolist real estate agent of Delhi. 

In the post-independence period in 
keeping with the spirit of the democratic 
welfare state, the Birla Committee Report 
and (he DDA master plan both convey the 
impression that decongestion for the pur¬ 
pose of public health and provision of 
adequate housing for the poor were prin¬ 
cipal reasons for the whole exercise. 
However, (he needs and approach of 
public health are not disciused in the 
report at all. Financing Of housing in 
Delhi and administrative structures for its 
implementation form the major portion 
of the committee’s considerations. In fact, 
the report could provid-, significant in¬ 
sights for anyone interested in the debate 
on public vs private sector investment at 
that lime. 

The Ibwn Planning Organisation was 
one of the recommendations of the Bhore 
Committee of 1946. the Health Survey 
and Planning Committee set up by the 
pre-independence govemmcnl, the recom¬ 
mendations of which formed the basis for 
health service dcvelooment in post- 
independence India. When formed in 
I9S5 it was under the ministry of health. 
However, the DDA master plan was 
basically a ‘land use plan’ marking out 
commercial, industrial and residential 
areas and deciding upon the density per 
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acre in residential areas. The DDA under* 
took largC'Scalc acquisition of land in 
order to control future development of 
Delhi, and to make its omh task of 
development economical. Thus, it ac¬ 
quired almost sole monopoly on land 
available for development in Delhi. The 
acquisition, development and disposal of 
land became the major preoccupation of 
the DDA and considerations of public 
health for the poor got left further behind. 
Alt standards could be lowered and pro¬ 
grammes for the poor altered in the name 
of economy, specially of land with its ris¬ 
ing commercial value. Slum clearance was 
’necessary’ in order to ‘make better u-se* 
.of the commercially valuable land 
available after clearance and not to 
rehabilitate the evicted. 

In the master plan itself, while educa¬ 
tional insti’utions ate dealt with in over 
five pages and the road system inside 
residential areas receives a lot of attention 
and spac^ ‘utilities and services' including 
protected water supply, .sewerage, proper 
drainage, etc, are barely mentioned. 
’Health facilities' are similarly dealt with 
only briefly. 

Thus, though initiated by public health 
and structurally under the ministry of 
health and though public health con¬ 
tinued to provide part justincation for it. 
town planning beaune a matter of finance 
and of the real estate market to the exclu¬ 
sion of public health. 

(b) The state, meant to act pur|K>sively 
in favour of the poor as a dispell.'^- uf 
socio-economic disparities and a proviui-.r 
of 'health for air, only legitimised the dif 
fercntial social distribution of urban spas-<* 
and resources. The poitr continue to live 
under insanitary environmental condi¬ 
tions on little land and the poorest quality 
of land. The difference is that about one- 
third of them live in planned slums instead 
of unplanned ones. The major tangible 
benent of this has been in lenns of secure 
tenure over the land they live on. Over 
two-thirds of the city's poor remain un¬ 
touched by this development. 

Upper and middle-class citizens have 
received (he major share of this state- 
subsidised development. The state 
planner-administrator allowed commer¬ 
cial concerns to ovirride considerations of 
rationality and social equity. The case of 
cumnieicial interests was supported by the 
dominant technological models and the 
class' bias of the planner-administrator. 

(c) This planned development has fail¬ 
ed to provide basic amenities effectively 
and adequately to (he city as a whole. Tlic 
impact of this inadequacy has been icit 
by all but more so by the poorer 5cction.v. 

(d) The citizens have been alienated 
more and mere from the process of the 
city's development. In the name of ra¬ 


tional planning, (he expert town planner 
brought inappropriate technologicaf 
model:, to the city. In the name of effec¬ 
tive impiementation the administration 
brought state coercion. 

A CiTi/tN’s City? 

Were other ways of building the city 
and dealing with ils poor possible? Could 
the city’s planned development have been 
diffi rent and have led to a better living 
environment for the poor? It appears that 
alternatives were available and had been 
articulated at every point. We will look at 
one of these just to underline the 
possibility. 

Patrick Geddes (I8S4-1932) primarily 
trained as a biologist but one of the most 
creative and versatile thinkers of his time, 
wa.s a sociologist, educationist, town plan¬ 
ner. In the early decades of this centurv 
he presented a different model of develop¬ 
ment from the dominant one uf the 
bureaucratic administrators His was an 
integrated, ecological worldview' with (he 
human element receiving prime attention. 
His was “a comprehensive philosophy 
aiming at the co-ordination of man with 
his environment which he described as 
‘the new humanism’”[8]. 

Geddes worked out plans in detail and 
made great effoiis to get support for their 
execution. When these efforts succeeded, 
he participated in their implementation to 
the end. He worked out the economic im¬ 
plications of bis own approaches and thai 
of the d-ominani approaches of his time 
and was able to show the greater economy 
of his own. 

Gr-vides as town planner made a 
number of pioneering contributions. A 
number of guiding principles can be con- 
sttued from the large number of reports 
and plans he had drawn up. These include 

(a) lb start from a given situation and 
let the plan evolve itself. 

(b) To make best use of resources 
existing within the setting. 

(c) To understand social, economic and 
cultural conditions through direct contact 
and to plan accordingly. The r^idents’ 
physical, social and psychological needs 
to be taken into account. 

(b) To take the residents along by use 
of cultural symbtds which will be sup- 
portec by the positive benerictal results 
they will themselves perceive because of 
the appropriate planning and solid action 
taken. 

(e) To conserve and promote the good 
in local tradition, without any emo¬ 
tionalism about ‘tradition’. 

(0 lb take a humanistic approach con¬ 
sidering people’s life as a whole and not 
just, say ‘sanitation*, as the purpose of 
town planning. 


(g) Special attention to be given to the 
poor but basic principles to be applied to 
all. 

Geddes came to India in 191S and pro¬ 
duced many town planning studies. He 
expressed his unambiguous disagreement 
with Lutyens’ plan for New Delhi. (This 
note has, however, not been accessible for 
this study.) 

Geddes* views on planning such as 
Lutyens’ can be seen in his book Cities in 
Evoiutjon (191S). 

From ancient Egypt to 18th century 
Ivondon to 19th century Paris, 20th cen¬ 
tury Berlin, ha.s it not ever been the fault 
of the generalising and masterful city 
architect to become so satisfied with his 
stately perspective, his massive facades 
and formal proportions, as to forget the 
simpler beauties and graces which are 
needed by the people and is not a 
disastrous reaction inevitable, so long as 
such architects continue to derive inspira¬ 
tion mainly from the majesty of the state 
and of its institutions—and too little from 
and towards .he human interest of each 
neighbourhood, the individuality of ils 
homes? 

Obviously “their two worlds did not meet. 
New Delhi was designed for foreign con- 
sumption’’|2]. Lutyens was what the 
British in India wanted. 

Lutyens took condescending note of 
Geddes’ disapproval of his plan for New 
Delhi only to waive the objection without 
answering their content at all—‘He seems 
to have talked rot in an insulting way an^ 
1 hear hr is going to tackle me A crank 
who doesn’t know his subject. He talks a 
lot, gives himself away and then loses his 
temper” (quoted by Breese from Lutyens’ 
biography)[2]'. 

Geddes’ major coniributioii to town 
planning has been his approach .to the 
redevelopment of old cities. He pupated 
reports on the redevelopment of about 30 
Indian towns arid cities. He also wrote a 
report on ‘The Conservation of an Adja¬ 
cent Historic Ibwn and Community in the 
Context of Old Delhi and New Delhi’, 
(iliis has, however, not been accessible for 
this study.) His general approadi, worked 
out and well-demonstrated before 1936 
when the Delhi Improvement Ihist started 
its work, was the very antithesis of what 
the DIT did. 

Geddes advocated the ‘Civic Survey’ as 
indispensable to planning. A ccunprehen- 
sive knowledge of the geology, geography, 
climate, economic life and social institu¬ 
tions, the social and cultural'lives of the 
city and its region was necessary before 
planning was undertaken. In his own 
words: 

Wc must not simply begin, as do loo 
many, with fundameniaJs at of com¬ 
munication and (hereafter give such 
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aesthetic qualities of perspective and the 
rest as may be, but. above all things, seek 
oto enter into the spirit of our city, its 
historical essence and continuous life: Our 
design will thus express, stimulate and 
develop its highest possibility and so deal 
all the more effectively with its material 
and fundamental needs. We cannot too 
fully survey and interpret the city for 
which we are to plan-survey it at its 
highest in past, in present, and above all. 
since planning is the problem, foresee its 
opening future. Its civic character, its col- 
iMive soul, thus in scmie measure discern¬ 
ed and entered into, its active daily life 
may then be more fully touched, and 
its economic efficiency more vitally 
stimutated|8]. 

The DIT neither surveyed nor planned 
comprehensively. Some extension schemes 
for decongesiion of the old cty. slum 
clearance schemes and some schemes for 
closure of various canab and tanks as pan 
of anti-malaria works were taken up in an 
ad hoc manner. 

Geddes’ method of decongestion was 
a 'conservative survey’. Intensive, on-the- 
spot surveying led to working out the 
minimum number of the most dilapidated 
houses to be pulled down in a manner 
such that open spaces were created within 
the congested areas allowing ventilation 
for each surrounding house The fewer 
families displaced can then be teseitled in¬ 
to a developed area with a basic standard 
of housing and environmental hygiene 
The new open spaces would be used for 
tree planting, as community squares, as 
a little green patch for kitchen-gardening, 
ete 

In his Indian plans, (>eddes’s habitual 
practice was to reduce itie number of .street 
widening: (the prevalent trend being to 
'open up’ congested areas tty rutting a 
siraight wide street through them and 
demolishing whatever structures came in 
the way), just as he proposal to reduce the 
amounts expended upon to elaborate 
mechanical sanitary facilities. With the 
money saved he proposed to increase the 
number of gardens and playgrounds, to 
plant fruit trees, to retain, in an effeciive- 
ly sanitary state, the existing tanks. This 
mode of planning challenged the idols of 
officialdom; it was conceived in terms of 
primary human needs, not of current 
business and engineering conventions 
(Lewis Mumford’s ‘Introduction’ to (yr- 
whitt’s edited work)(8]. 

Geddes greatly appreciated the value of 
water reservoirs or tanks for their cool¬ 
ing effect, for their role in Maintaining 
underground water levels, in collecting 
rain water and preventing floods. Accor¬ 
ding to him they were highly suited to the 
local climate and geography and enhanc¬ 
ed quality of life. Hovrever, the prevalent 
‘scientin^ trend was to close them down 


in the fervour to counter malaria. Gedde$ 
contended that to control malaria it was 
only necessary to fili up small pools and 
puddles and to have a system of regular¬ 
ly cleaning the tanks (just as streets arc 
cleaned every day) which are also stock¬ 
ed with mosquito larva-eating fish and 
duck. He worked out the economics of 
both approaches to malaria control and 
showed how the more drastic one was also 
the more expensive so much so that if it 
were to be applied thr ghout India it 
would consume more than the total 
revenue of the government! 

The DIT strictly lollowed ‘scientific’ 
conventions for anti-malaria engineering 
works. For laying out new extension areas 
for the elite it stuck to the conventional 
town planning method of rows and rows 
of individual houses lacking possibilities 
of community building and interaction. 
The humanitarian angle, so central to 
Geddes, was conspicuously absent when 
slum clearance ,»as undertaken without 
any plans for rehousing. 

G^des' principle was to srari from the 
essential u-^'’ r f a city, the house, and the 
physical a>. .Kial needs of each of its 
members—t,ii, toddler, the young, the old. 
Then, in ever enlarging circles he would 
consider the needs of the local com¬ 
munity. the area, the city and rhe region. 
The physical health and social and moral 
development of each citizen was the 
purpose of town planning 

The DDA master plan ir.curporated a 
loi of his ideas—detailed .su’-v-cys to know 
the existing situation and project into the 
future, a comprehensive plan, an attempt 
at categorising areas meant for conserva¬ 
tion, rehabilitation or clearance, the 
‘mohalla’ conceiii for residential areas. By 
this time, the civic survey and preparation 
of master plan.s had become accepted in¬ 
gredients in ihr science’ of town planning 
though without really acknowledging 
Geddes. Many components of the DDA 
plans show that the stream of thought of 
which Geddes was a prime exponent was 
still alive and working creatively to deal 
with the prevailing situation though less 
coherently. Prototype plans prepared for 
redevelopment of different types of slums, 
the concept of village clusters within the 
city, the experimentation with local tube- 
wcll-s and piped water system in reset ile- 
ment colonies alj reflect the Geddesian 
approach at work. However, what one 
finds in implementation is that those parts 
of this approach which applied to the 
poor were either not implemented (c g, the 
village cluster scheme), were distortix) (the 
individual plot size-in resettlement col¬ 
onies). or were inadequately implemented 
and thereby discredited (the local tube-well 
water supply). The slum clearance pro¬ 
gramme was undertaken in a manner 


speciHcally warned against by Geddes; 

Fbr a long period municipalities have 
neglected their poorer quarters and these 
have become ever more insanitary and 
congested. 

When the position grows quite in¬ 
tolerable some piecemeal sanitary im¬ 
provements are undertaken. Sooner or 
later the inadequacy of these methods is 
realised and it is decided that ‘som^hing 
must be done*. The municipality moves 
from these weak and critical methods to 
the opposite extreme of sweeping demoli- 
tioti. The effect of (he demolitions is to 
increase overcrowding in the surrounding 
areas, heighten the rents and intensify the 
poverty of the population... 

Nor, so far as my knowledge goes, has 
the offer of suburban sites met this dif¬ 
ficulty ever or anywhere: Even if, as rarely 
happens, the new site offered if both 
suitable and acceptable to the people 
expelled, they are practically excluded by 
the present cost of building in favour of 
the more prosperous classes. Hence the 
result of these improvemmts would be to 
inaea.se (he serious depicssion of the poor 
and make (his ever more difficult to 
relieve. 

.. .Hie well-meaning municipality next 
set about vast schemes of water-supply 
and drainage, which are sometimes ques¬ 
tionable and sometimes unsuccessful but 
atwaj's very cosily. Often these also involve 
sweeping destruction of old wells and 
reservoirs and too often all ordinary 
drainage repairs are held up until the new 
drainage is ready. This provides the un¬ 
fortunate and impoverished citizens with 
a further term of years of increased 
deterioration and unremoved din. The 
whole process becomes increasingly 
expensive arid government' doles are often 
sought; and wasted when given. 

He appeals to have written about 
Delhi’s post-independence development 
well in auvatKc. Obviously a similv prer- 
cess was occurring at other places even 
during his lime and the negative conse¬ 
quences were perceivable 3rf-40 years 
before the same procesui was undertaken 
in Delhi. 

The manrier of implementation was an 
integral part of Geddes’ redeselopment 
plans. How the citizens' active support 
would be enlisteS was a major concern for 
him. Their apathy and resistance were 
(and still are) generally considered to be 
the causes foi failure of such schemes. 
Geddes showed in practice that respon¬ 
siveness of planners to the citizens perceiv¬ 
ed needs, a sensitivity 'owards their social 
needs and the evident beneficial results of 
hi.< plans in impn>ving their quality of life 
all led to their active co-nperation. In 
addition, he felt it necessary to use their 
cultural symbols lo arouse their emotional 
involvement in the effort. 

Jag Mohan, a prime exponent iri oin 
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times of the school of town planning led 
by those such as loiiyens, brought the pro 
cess started by lotyens to its logical 
culmination in ihc coerc:/c Operation 
Demolition of 1975-76. While adopting 
some of the practical aspects of Geddcs’ 
approach, Jag Mohan seems to have miss¬ 
ed out on its basic essence. People are the 
centre-point for Geddes while Jag 
Mohan’s central concern is a respectable 
place for the nation, the city, by attain¬ 
ing development standards set by the 
modern dominant west. Expressed to 
some extent in Geddes' own words 
Town-planning is not mere place¬ 
planning, nor even work-planning. Ifii is 
to be siiccc.vsful it must be folk-planning. 

T his means that its task is not to coerce 
people into new places against their 
associations, wishes, and inleiesi as we 
find bad schemes trying to do. Instead its 
task is to find the right places foi each sort 
ol people; place.s where tlicy will really 
Roupsh. lo give (leoplc in fact the same 
care that we give when transplanting 
Rosvers, instead of liaish evictions and ni- 
bitrary instriiciitins to ‘move oti', delisercd 
in the manner of officious amaicui 
pnlicemen(8|. 

This narrative leads one to conclude 
that the town planning concepts and 
technological models suggested by (<cd- 
dcs with his humane, ecological approach 
were ignored during liie colonial develop-- 
ment of Delhi. With the taking over of the 
state apparatus from the foreign rulers by 
the Indian elite (here was perceptible 
change. C omprehensive development for 
all became the goal. Many practical 
a.spccls of Geddes’ work were incor¬ 
porated in Delhi's planned development. 

Howevet the attitude of Ihc ruling elite 
towards the general populace and the poor 
in particular remained the .same. The peo¬ 
ple around whom the development was to 
occur were still to be 'governed'. They were 
lo be baited into doing what was con¬ 
sidered necessary foi development of the 
city and nation by the 'masters' failing 
which they were to be nijjc to do so by 
force. 

What the 'master',’, the expert- 
bureaucrats. considered urban dcvclop- 
nienl did not include the basics of public 
health -sanitation, water supply, etc. 
They did not envisage any means of main¬ 
taining the natural ensironmeni of the 
city's residential areas. Thcii model of 
development has onlv contributed to ii.s 
degradation. 

Nop- 

The hisioiy of me making of Delhi dining 
these phases ujs ie<.on.,liiieled iliroiigh a 
sillily of docunienis such as Ihc Annual 
Reporis of ,hc f)clhi tni[»rc«vcnienl Trust. 
Annual Reports of ihe Delhi Adminisira- 


lion, the Report of the Delhi Improvemem 
Trust Enquiry Committee (Birla Commit¬ 
tee of 1950), the Delhi Development 
Authority's Draft and Finat Master Plan for 
Delhi, two books written by Mr Jag Mohan 
(vice-chairman of the DDA until 1977 who 
has been ihe hero of Town Planning in 
posi-imlependente Delhi, being awarded the 
Padma Shri in 1971 for “his significant 
contribution in the formulation and im- 
plrmeiiiaiion of the DDA Master Plan, and 
fui his pioneering work in the field of slum 
clearance'). Works by V K R V Rao, Ashish 
Bose, A.sok Miira, Cerald Breese and 
Patrick Ged les helped in the process of 
understanding Delhi's planned 
des'ctopmcni. 
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DISClJsSSION 

Through a Textbook, Darkly 


Vimai BalaHubrahmanyan 

MUCH concern has been expressed in re¬ 
cent months over the re-writing of text¬ 
books to propagate a particular version 
of history. Seminar (December 1992) on 
the theme of ’Education and Ideology’ 
dwelt mainly on the BJP scheme of ped¬ 
dling Hindutva as Bharatiyatva through 
compulsory new history textbooks in UP 
and MP. Earlier, there were protests last 
year from various quarters against the 
Narasimha Rao government’s move to ap¬ 
point a panel of academics to write the 
histoiy of the national movement. I'hc 
charge was that members of the panel 
were pro-Congress and would therefore 
paint that parly’s role in glowingly exag¬ 
gerated colours. And several years ago the 
West Bengal government’s move to replace 
Tagore’s Sahaj Path, long used as a 
primary school textbook, as a move to 
impose Marxist thinking on young minds. 

Hiwvcver. it is not just governments and 
political parties that seek to influence 
young people through Ihe education 
system. Groups subscribing to a whole 
range of ’isms’, and involved in a variety 
of social movement.s, are interested in 
using curricula, syllabi and textbooks as 
channels for getting their particular 
woildvicw accepted as valid. For example, 
the Seminar issue has a contribution by 
Ekalavya activists in Madhya Pradesh on 
their experiences in introducing an alter 
native approach to social studies leaching. 
Their newly prepared histofy books are 
wiiiten from a progressive viewpoint to 
train .students develop a que.stioning at¬ 


titude. Not surprisingly, their progra.Time; 
was quickly stopped by the BJP stale 
govermnenl. 

At any given point of time the domi¬ 
nant ideology is being steadily propagated 
through education. It is only when this 
dominant view is challenged and an at 
tempt made to present an opposing view, 
that concern begins to be expressed over 
'pushing' idralogy through education. 
The dominant viewpoint is always regard¬ 
ed as 'objective' and 'factual', not an 
'ideology’ ai all. for the word 'ideology' 
has acquired strong negative connotations 
equaling it with ‘bias'. 

Again, whether an ideology is pro- 
social change or pro-siaius quo, whether 
it is secular or communalist. feminist or 
sexist, imperialist or nationali-st, the group 
which subscribes lo it is bound to think 
that incorporating the ideology into the 
education system is not only justified but 
urgently necessary. 

For example, in a Yes. Prime Minister 
episode (‘National Education Service’), 
Jim Hacker is disgusted at (he way in 
which students in UK are being instructed 
about Marxism, feminism, pacificism, 
lacism, etc (Surely, this is no( ^ucation?) 
And he is horrified that they are being 
taught that homosexuality is as much a 
way of life as heterosexism. But those 
campaigning for the human rights of gays 
and lesbians would obviously regard 
this as a very wholesome and desirable 
orientation. 
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Similarly, the worldwide women's 
movement is engaged in getting 'women’s 
studies’ introduced at universities so as to 
propagate and legitimise the feminist 
perspective, and to get the findings of 
feminist research included in syllabi. 

' 'though the rewriting of textbooks to 
move sexist bias, and recasting of 
.rricula to incorporate gender aspects 
iinherto ignored, women's studies is an 
instrument to encourage the acceptance 
of a particular ideological perspective. 
Not unexpectedly, this is met with stiff op¬ 
position from tradition-minded academics 
,)( the Establishment. 

The point is that ideology through 
education is neither strange or new. Those 
of us who oppose the incorporation of 
fundamentalist, sexist and elili.;l 
ideologies into the education sy.strm 
would agree tfiai 'a-e should do everything 
p«>ssibic to grt our idfxilogy inlioduced in- 
.stead. The question ihcrcibre is: 'how can 
Ibis be done cfrcctively' and not ‘should 
ideology be pu.shed through education"? 
'ere we look at two issues related rn 
nspec! One, even aoparpriate new 

.».'ks ;u.hie\t nii!i.h unless 

lers loo subscribe to the values pro- 
jred >t; »hc l>»>ofc.s. And two, 'official 
ction’ can be u very mixed blessing. 
F'iw may be avan* of u, but long before 
‘I eduratioii-idcoiogy nexus was being 
>uy dfbiHled, tt eniain Si: »er Ciladyss in 
■.'e» l.>elh! had tircught out, in the early 
lbs, a set of ‘ediicaiion-to-ieality’ (ETK) 
wo’ kbooks, designed to fit into the cla.ss 
*> to 12 English language syllabus. The 
books iried to impart information and 
insights on a variety ol social causes 
thTOiigl: giamniai aiut-csrsTirKisition exer¬ 
cises. <,o!r.(>rctie.ri.sion and piects passages, 
sentences for parsing and analysis, topics 
Cor cs.say and letter-wiiiing, etc drew from 
a variety of progressive Journals, bcxrks 
and ncwspafjer articles on issues related 
to tne socially deprived, h:.<.toric injustices, 
and current campaigns by feminist, en¬ 
vironment, rational health, daiit and other 
movements. In other words, piojecting 
'.ality as something considerably more 
i:an an abstrac' noun and trying to fill 
lacuna in education since the rest of 
■■£ syllabus ignore.^ this reality. 

I have • o i-dea to what extent the KTR 
'.orkbooks continue to be used even by 
hose lew schools which w-ere willing to 
experiment with them. 1 he point is that 
even it I hey were made compulsory, unless 
teachers too could be convinced into 
subscrif'ir.g to the progressive values 
contained in llie workbooks, the latter's 
potential cannot lie fulfilled. And in fact, 
in the hands ol -h disinterested teacher, 
even this throbbing lealiiy could be 
reduced once .igaiii lo being nothing more 
than an abstraci nouti. 


This is something which inevitably 
crops up in women’s studies. Even if cur¬ 
ricula are recast, massive orioiuition pro¬ 
grammes for teachers are needed if 
am-thing worthwhile is to happen. And 
official sanction for women's studies 
(today both the government and the UGC 
support it) has all kinds of unintended 
and far-from-dcsirable ‘side-effects'. 
(More on this later in a future piece.) Even 
a cursory glance at the way in which the 
women's studies approach to education 
operates under the state’s blessings sug¬ 
gests that getting the official OK need be 
nothing lo rejoice about. 

The NCERT, for example, has a set of 
teachers’ handbooks to help promote 
siaius-of-women-ihrough-curriculiim. 
From science and maths lo language, 
literature and .voi.-ial sciences, there are 
suggestions on ilw progressive values lo he 
‘piomoted regarding women. A laudable 
initiative no doubt, but how many 
teachers in how many schools are aware 
of the existence of these handbooks, have 
access to them, are encouraged by school 
authorities to put these ideas imo prac- 
rice? How many teachers are committed 
to the women's cause, and do those that 
subscribe to it find the guidelines feasi¬ 
ble for implementation? If the NCERT 
were lo investigate these aspects, the feed¬ 
back might result in some wholesome 
soul-searching. 

Apail from this, one has serious mis- 
givifig.s about the guidelir es ihemseivc.s, 
especially in maibs teaching. A maths 
handbook states that otic way of pro¬ 
moting status of women is by highlighting 
the biographies of women mathematicians 
and their contributions through quadratic 
equations. A sample *'um goes like this; 
"Sonia Kovalevsky (1830-1891) was a 
famous Russian mathematician. Take the 
luiiiibci cl aipluihe: .(.sii) in her turnumc 
(.sic), and that in her .surname. Form a 
quadratic equation who.se rdols are these 
numbers" 

Another guideline is to emphasise “the 
participatory rule of women in all walks 
of life", the .sample sum under this being: 
“The square of the number of female 
employees in an Air Force olTicc is 120 
more than the number of women doctors 
working in a nearby hospital. If the 
number of women doctors is double that 
of women employees in the office, find the 
number of women employees in the Air 
Force office and women doctors in the 
ho.sptial!’ 

Both sums might make your head spin, 
but even if you got the answer right, you 
would still be none ihe wiser about what 
the issues relating to women really are. 

Surely the issue is not how many 
women employees there are in the Air 
Force office, but what tj'pe of work most 


of them doi in this or any other offtoe:. Not 
how many women doctors there are but 
their proportion vis-a-vis male doctors 
and their areas of specialisation. Plus the 
fact that the overwhelming number of 
women employees in the health-care ser¬ 
vices ate doing ill-paid, low-status jobs. 

Admittedly, these are not nuances 
which can be easily fitted into arithmetic 
and algebra. But if sums have to be used 
as an ideological vehicle, then even so dif¬ 
ficult a medium can certainly be used with 
much more imagination. Like the sum 
which appalled prime minister Hacker 
(“even maths is burning political"): “If 
it costs £ 5 billion a year to maintain 
Britain's nuclear defences, and £ 75 a year 
to feed a starving African child, hpw 
many African children could be sav^ 
from starvatfbn by abandoning nuclear 
defence?” 

I am not adept at sums-wriiing (like 
K K Narayan’s Swami, I always disliked 
maths), but I suggest that what the maths 
handbook needs is .something, on ilie 
following lines: “If a woman works 16 
hours a day for 12 day.s to produce an cx- 
qiii.sitely embroidcrett rnirroi-work skin, 
how '*iuch should she receive a.s payment 
at a minimum wages rale of Rs 4tl for 
every 8 hours of work? Whai is the total 
aiiiouni of which she is cheated when the 
middleman pays her Rs 50 for the com¬ 
pleted item? Express this payment as a 
percentage of the final sale price of 
Rs 1,000. the sum paid lor Ihe skirt by a 
foreign touiist in a fa.shioiiahlc Delhi 
boutique” Even a wcak-in-niaths student, 
who might have difficulty arriving at the 
answers, would get the ideological 
message loud and clear. 

Again, why .should 'removing sexist 
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!bb^ iAiply tbowlng that wnmen 

^work outside the home in hospitals and 
Air Force offices? Why not remove sexist 
Uas by shovving that therA no such thing 
as ‘women’s work*? And what better way 
Ifaan by stressing that it is perfectly normal 
and icspactable for men to be doing 
housework? Sums should be able to 
demonMiate precisely that. Like: “A man 
has one hour to cook rice, vegetables and 
dal before his wife returns for dinner from 
relief work in a slum devastated by com¬ 
munal riots. If both rice and dal can be 
pressure^ooked together in IS minutes, 
hem much time should he idiow himself 
for the vegetables if he also needs 20 
minutes to nip down and buy bread and 
eggs for the next day’s breakfast?” 


SGURUMUirrHI has presented an alter 
native system of tax sharing in India 
{EPW, March 20-27, pp 523-30) in whici 
he has suggested that the central govern¬ 
ment should share 33.33 per cent of the 
gitMs revenue from central taxes, inclusive 
.. of those levied under Articles 268 and 269 
and also additional union excise duties. 
If we study his proposal carefully it 
becomes clear that the state governments 
are not going to gain much under his sug¬ 
gested alternative compared to what the> 
are already getting. 

Gurumurihi has presented in Dible 1 
(p 527) the yield from taxes levied by the 
centre and the percentage of statutory 
devolution of taxes from the centre to the 
states and has contended that the state 
governments are now getting around 25 
per cent of the revenue from the taxes 
. levied by the centre. This table is highly 
misleading because it includes the revenue 
from additional union excise duties which 
is not a source of revenue of the central 
government. If that sourer of revenue is 
excluded, the share of the states in the 
statutory devolution of taxes from the cen- 
' Ire to the states comes down to 22.6 per 
cent in 1990-91, which means the slate 
governments are not getting even 25 per 
cent of the tax revenue collected by the 
central government. Additional union 
CKise duties in lieu of sales tax is the 
stales’ souicc of revenue which has been 
< rented out to the ccniral governmcni on 
noi-so-jus(tnablc grounds, fiierefoie, by 
including the levcnuc fioni that source 
which amounted to Ks 1,500 crore in 
1990-91, Gurumurihi ha. rxaggerafrcl the 
share of cenlial tax revenue coming to the 
slates througb ih,' lecoinmcndatio'is oi 
the I'inancc t ommissions. 1 Inder the pro¬ 
posal ;>f Raj.'- ( hclliah, wlierciii he has ad- 


An article, iiii a recent iague of the 
illusimied VMciy (*Tbp Bad to be 
January 9-15) refers to a question 
in a BJP maths teetbook for primary 
Khool children in'MP: “If IS kar sevaks 
demolish the Babri Masjid jn 300 days, 
how many kar sevaks will it take to 
demolish the masjid in IS days?” The 
author describes this os an indication of 
the ‘absurdity* of Hindutva ideology. 
Personally, I would say that it is not 
absurd so much as shrewd and clever. 
Diabolically so. The trutn is that text¬ 
books can 1^ designed to be dynamite. Or 
they can remain dull and innocuous. 
NCT,RT*s quadratic-equation style of pro¬ 
moting statas of women seems merely 
pathetic 


vocated that the ccniral government could 
share about 25 per cent of its total (lax) 
revenues with the .state governments, the 
■State governments are going to pain about 
2.4 per cent of the levcniie Iroir. central 
taxes which comes to as much a*. Ks 1,382 
crore in 1990-91. 

Another error in the suggested proposal 
is that Gurumurthi has treated the taxes 
levied under Articles 268 and 269 as cen¬ 
tral taxes. This is constitutionally not 
\alid. Both Articles 268 and 269 clearly 
indicate that the revenue troin these taxc.s, 
though levied by the central government, 
shall not form part of the Consolidated 
Fund of India. Wliai is more, unlike in the 
case of Article 270 which also slates that 
the yield from income tax shall not form 
pari of C'on.solidated Fund of India. 
Articles 268 and 269 make it cleat that 
those taxes should be levied by the govern¬ 
ment of India and the entire net yield 
should be handed over to tlie state govern- 
mcitts. Ihis would mean that they are 
made to be levied by the central govern¬ 
ment just to maintain uniformity of rates 
across the country. Therefore, the revenue 
from these sources cannot be included in 
the leveiiue of central governmcni taxes. 
Gurumurthi's suggested proposal requir¬ 
ing the central government to share 33..13 
per cent of iu' tax revenues includes 
revenue from stamp duties levied under 
Article 268, duties on medicinal and 
alcoholic preparations levied under Arti¬ 
cle 268, both of which are collected by the 
state governments, central sales tax levied 
under Article 269(g) but collected by the 
state governments and also the yield from 
additional union excise duties in lieu of 
sales tax. If we exclude the revenue from 
these sources then the proportion of the 
tev.7nuc fiom central taxes going to the 


states will come down to 13.38 per cent 
instead of being 24.48 per cent as claim¬ 
ed by Gurumurthi. Therefore, while the 
intention of Gurumurthi in Buggc.sting to 
the central government to share as much 
as 33.33 per cent of its tax revenue is 
laudabK the composition of his alter¬ 
native model leads to a quite contrary 
result. Therefore Chelliah’s suggestion is 
more beneficial to the state governments 
as it would increase the share of the state 
governments from central government’s 
own tax revenue from the present 22.6 per) 
cent to 25 per cent. 

Assuming that Gurumurthi is agreeable 
to excluding the rcventie from the sources 
indicated under Articles 268 and 269 and 
also additional union excise duties, then 
his proposal t^uukt amount to almost II 
per cent inerr-ase in the devolution of rhe- 
revenue fiom tire ta.xcs levied by the cen¬ 
tral gosernmciti. I hi^ woold loi only t>c 
unrealistic bat also disasiri'His to the 
finances of the cer.irai gosef.incn;, nar- 
iicuUity in the context of iiie prevent 
deieuiiinaiion of the utiioii I'in-snce 
minister to reduce not .luicly the fiscal 
deHcil but also the revenue iSeficit ;nid the 
monetised deficit <.i ilte cciitral 
government. 

the question ol coiotf.no'm.jilv Using 
the proportion of iii>; levetmc which the 
centra! governnie!'ii wouki hiind ovci to 
the state governments lia. been .:lcbatsd 
widely for the hiit one ccc-iury and the 
scheme has been partially iiiipleincnted in 
a few small -joiimries when: democri.dc 
institutions are oixnaiing smoothly. But 
in a vast country like India sii'. l! constitu¬ 
tional fixation will not oniv render the 
federal financial iransfei niechanism 
inHexible but will also expose the central 
and state governments to avoidable fiscal 
crisis and instabilities. Precisely for this 
reason, the framers of the Constitution 
provided for a constitutional finance com¬ 
mission to d^d; on tlresc matters once 
in five year.v. This institutional arrange 
ment has been functioning rca.sonably well 
in the country. What nceifs to be done i] 
to improve the capacity of the financt 
commission to do a thorough job of suc!i 
review keeping in view the fiscal stability 
of the entire country in s iew. (n Indir 
economists want a higher share of the 
revenue fmm cential taxes to be devolved 
to the states, whereas the cential govern¬ 
ment wants the finance commission tr 
keep in view the increasing resp»nsibiiitie< 
of the centre. The finance comrtlissioni 
been'struggling to strike a reasonabh 
balance between these confHcting viavs 
We only hope that the limth Ifinand 
Commission will do this job lo tht 
satisfaction of both the ccniral and al 
sta*e governments. 
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